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INTRODUCTION

I, the Chairman of the Public Accounts Comunittee, as authorised by
the Committee. do present on their behalf this Forty-Sixth Report of the
Public Accounts Committee (Sixth Lok Sabha) on paragraph 48 of the
Report of the Comptroller and Auditor General of India for the year 1974-
75, Union Government (Civil) relating to the Ministry of Agriculture and
Irrigation (Department of Agriculture) on the Delhi Milk Scheme.

2. The Report of the Comptroller and Auditor General of India for
the year 1974-75, Union Government (Civil) was laid on the Table of
the House on 26th March, 1976. The Public Accounts Committee (1976-
77) examined the paragraph relating to the Delhi Milk Scheme at their sit-
tings held on 13 and 14 July, 1976 but could not finalise the Report on
account of the dissolution of the Lok Sabha on 18 January, 1977.

3. The Public Accounts Committee (1977-78) considered and finalised
this Report at their sitting held on 5§ December, 1977, based on the evi-
dence taken and the further written information furnished by the Ministry
of Agriculture and Irrigation (Department of Agriculture) and Department
of Industrial Dcvelopment. The Minutes of the sitting of the Committee
form Part 11* of the Report.

4. A statement containing conclusions/recommendations of the Com-
mittce is appended to the Report (Appendix III). For facility of reference
these have been printed in thick type in the body of the Report.

5. The Committee place on record their appreciation of the commend-
able work done by the Chairman and Members of the Public Accounts
Committee (1976-77) in taking evidence and obtaining information for
this Report.

6. The Committee also place on record their appreciation of the assis-
tance rendercd to them in the examination of the subject by the Gomptroller
and Auditor General of India.

7. The Committee would also like to express their thanks to the officers
of the Ministry of Agriculture and Irrigation (Department of Agriculture),

*Notprinted. (One cyclo-ryl-ed miay lJJon the Tadi;l‘e of the H'r;usc uvud five copies placed
in Parliament Library).

(v)



(vi)
Deparunent of Industrial Development, Dethi Milk Scheme, Indian Dairy

Corporation and National Dairy Development Board for the cooperation
extended by them in giving information to the Committee.

C. M. STEPHEN,

NEw DELHI;
Decentber 9, 1977 Chairman,

z}raha) ana 18. 1 395_@) " Public Accounts Committee.



REPORT
CHAPTER 1
INTRODUCTORY

A. Genesis

Before the establishment of the Delhi Milk Scheme in 1959, the condi-
tion of milk supply to Delhi was very unsatisfactory. The milk supply in
those days was made by maintaining buffaloes in the city which used to
create unhygienic conditions in the localities of the city. Besides, adultera-
tion and poor quality of milk supply was a common feature. Bulk of the
milk used to be supplied by middlemen who used to bring milk from the
neighbouring districts of Delhi in a very unhygienic condition besides poor
quality and. distribute the same in unpasteurised condition. These parties
used to charge exhorbitant price for the milk and consumers had to remain
at their mercy as therc was no alternate source to get pasteurised and whoie-
somc milk at reasonable price. Similarly milk products like ghee, butter,
ice-cream, ctc. were :lso not of reliable quality and the same were being
sold at unrealistic prices. The handling of the milk and milk products
during production and distribution were far from satisfactory with regard
to their quality. Consumers of the milk and milk products had no choice
except to accept whatever was available in the market. In order to obviate
these problems, Government of India, during the Second Five Year Plan
decided to establish a composite milk plant in Delhi which should meet the
requirement of milk and milk products of Delhi citizens.

1.2. The Delhi Milk Scheme started functioning in November, 1959.
The object of the Scheme is to reorganise milk supply in the entire metro-
politan areas of Delhi/New Delhi, with a view to increasing milk produc-
tion by assuring a steady and remunerative market to the milk producers
on the one hand, and supplying good and wholesome milk at reasonable
prices to the consumers, on the other. The Scheme is a public utility un-
dertaking and is to run more or less on ‘no profit, no loss’ basis. The
Scheme is functioning as a departmental public utility undertaking of the
Central Government under the Ministry of Agriculture and [Irrigation
(Department of Agriculture). At the inception of the Scheme in 1959, its
installed handling cap:city for liquid milk was 2.55 lakh litres daily. In
the first phase of its expansion programme, its handling capacity was in-
creased to 3 lakh litres of milk daily. In order to meet the balance milk
demand of Delhi city, it was decided to further increase the installed capa-
city of the Scheme to 4.35 lakh litres of raw milk by increasing the liquid
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milk distribution to 3.75 lakh litres and utilising the balance milk for the
manufacture of dairy products. The Scheme processes and distributes
Standardised, Special Toned and Double Toned Milk which is able to
satisfy about 45 per cent of Delhi’s milk requirement and manufactures
and markets, more or less, the entire range of dairy products.

1.3. Although the primary concern of this Scheme is to process and
distribute the maximum feasible quantities of fluid milk, the Scheme also
manufactures a wide r.nge of dairy products from the surplus milk
that becomes available. In the year 1975-76, products valued at approxi-
mately Rs. 1.76 crores were sold.

The Scheme procures milk from areas in a radius of about SO0 kms.
around Delhi, which are located in the States of U.P., Haryana, Punjab and
Rajasthan and the Union Territory of Delhi. It has established 22 Milk
Collection & Chilling Centres for the testing, chilling and proper preserva-
tion of milk till it is transported to the Central Dairy in Delhi. Milk Ac-
ceptance Centres/Collection Points have been established throughout the
milk shed area for the facility of farmers and milk suppliers. From the
point of collection onwards, upto the Chilling Centres, the milk is kept
cool with ice to preserve the quality. In the Milk Chilling Centres, the
milk is kept cool with ice to preserve the quality. From the Milk Chilling
Centres, the milk is transported in insulated tankers to the Central Dairy
in Delhi.

1.4. For the last 4 or 5 years, the Scheme has been utilising its avail-
able installed handl'ng capacity to the maximum in order to maintain the
supplies of milk to Delhi city at the highest feasible level. At present, about
3.33 lakh litres of milk are being distributed through 1,126 milk depots
spread throughout the metropolitan area of Delhi, as well as to 43 hospitals,
99 Military Units, and 269 other institutions, including schools, colleges
canteens and hostels. As a welfare mcas:re, Double Toned Milk is being
supplied at a subsidised rate to the residents of Jhuggi-Jhonpri colonies
.nd 88 social welfare centres for pre-school children and nursing mothers.

1.5. Great emphasis is being placed on quality control measures, both in
respect of milk and milk products. The Scheme has a full-fledged Quality
Control Branch manned by qualified and cxperienced scientists and techni-
cians. Apart from the Central Quality Control I.aboratory at Headquarters,
there are quality control laboratorics in cach of the 22 Milk Collection &
Chilling Centres where the raw milk is carefully tested before acceptance.
The testing of milk commences at the Milk Collection and Chilling Centres
in the rural areas. and, therefore, cach lot of milk is subjected to a series of
tests, : t seven differcnt stages, before it is finally released for distribution.
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A wide range of standard tests are carried out at each stage in order to
check the chemical composition, bacteriological and organoleptic qualities,
acidity quality of pasteurisation and the like. For some important tests,
duplicate samnples are drawn and independently tested and the results com-
pared to ensure maximum possible accuracy. Before milk is bottled or
canned, it has to be certified as conforming in all respects to the standards
fixed, by the Quality Control Laboratory. Even after bottling/canning of
milk, sample tests are carried out to check the quality of the milk before
the milk is released for distribution. The quality control branch functions
round the clock, and its activities are closely coordinated with those of the
Central Dairy and the Milk Collection and Chilling Centres. All the milk
products are also similarly tested for quality before being released for sale.
Qualified and technical staff have also been appointed for test control and

sanitation work which receive close attention, and these operations arc
also carried out round the clock.

1.6. The Dethi Milk Scheme is presently operating an annual budget of
about Rs. 22 crores. In relation to revenues, 85.5 per cent of the total
revenue is derived from the sale of milk, 13.3 per cent from the sale of
milk products and 1.2 per cent of the revenues are derived from miscella-
neous sources. Therefore, by far the largest portion of the revenues is

dependent upon the selling price fixed for the various types of milk market-
ed by the Scheme.

1.7. Since its inception, except for a short spell of two years (i.e.,
1969-70 and 1970-71), when the Scheme earned a profit, the Delhi Milk
Scheme has been incurring losses year after year. The Scheme has in-
curred a loss of Rs. 4.14 crores during 1974-75. The losses are mainly
due to the fact that Delhi Milk Scheme, with the present set up, is unable
to take quick market decisions based on sound commercial principles and
also cannot develop permanent links with the producers without assisting
them in obtaining inputs and enhancing production. With a view to meet-
ing the situation and to providing greater flexibility and autonomy to its
day to day dcalings and to liberating it from the departmental procedures
in financial as well as personncl management matters, Government pro-
pose to coavert the Delhi Milk Scheme into a statutory Corporation. A
Bill 1o achieve the said object was introduced twice in Lok Sabha but it
lapsed both the times on the dissolution of Fourth and Fifth Lok Sabha.
The Scheme is thus continuing without the improvements which the Bill
aimed at bringing forward.

B. Ocpanisational Set-up

Audit Paragraph

1.8. (i) The Scheme functions as a departmental undertaking under the
direct control of the Ministry of Agriculture. At the apex level. Govern-
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ment have constituted a Governing Body under the Chairmanship of the
Minister of State in the Ministry of Agriculture with the Chairman, Delhi
Milk Scheme, as the Member-Secretary.

The Governing Body considers matters of gencral policy relating to
the Scheme, such as procurement and distribution of milk, manufacture
of milk products, gencral pricing policy for milk and milk products, annual
budget and review of progress of the Scheme and any matter of general
importance which may be referred to the Governing Body by Government.

The Governing Body functions through a Management Committee com-
prising the Secretary of the Ministry of Agriculture as the Chairman and
five other members, one of whom is the Chairman of the Scheme and the
other four are officials of the Ministry of Agriculture. 'The functions of
the Management Committee are to provide guidance to the Chairman, Delhi
Milk Scheme, in matters of policy arising out of day-to-day working of the
Scheme and take decisions on important matters connected with day-to-
day-working, matters of major policy required to be placed before the
Governing Body and matters of generul importance which may be referred
to the Management Commitice by the Government.

(ii) The Chairman is the Chief Exccutive of the Scheme and has been
vested with powers for carrving out day-to-day functions. He is assisted
in his duties by various Departmental Heads who have also been delegated
with certain financial powers. The powers delegated to the Chairman
interalia include the following:

(a) Fixation of purchase price of raw milk subject to report to
Government and the Management Committee. The quantum
of commission payable to the milk contractors is, however.
to be fixed by Government. '

{b) Direct purchase of storcs not covered by the rate/running con-
tracts of the Director General, Supplics and Disposals, to the
extent of Rs. 50,000 in each case.

(¢) Execution of civil works upto Rs. 20,000 in each case.

(d) Entering into miscellancous contracts such as, handling con-
tracts, leases, etc. subject to the condition that the expenditure/
income does not exceed Rs. 50,000 per annum.

1.9. The Governing Body and the Management Commitiee are required
to meet, as often as necessary, but not less than once a quarter. During
1972-73 and 1973-74 and upto January 1975, the Governing Body had
met thrice, that is, on 16-8-1973, 27-9-1973 and 29-10-1973. During the
same period, the Management Committec met four times, that is, on 12-5-
1972, 23-9-1972, 23-10-1972 and 25-7-1973.
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(iir) In the hght of the recommendation made 1n Scplember 1964 Ly an
Expert Comouuee appointed by Government, the latter approved n De-
cember 1969 a proposal o convert the Schieme mnto a statutory Corpora-
tion. A bil to ths eilect is yeu (November, 1975) to be introduced in
Parliament.

|Paragraph 48(2) of the Report of the Comptroller & Auditor General
of India for the year 1974-75, Union Government (Civii)].

1.10. According to the Audit paragraph, the Governing Body and
the Management Committec are required to meet as often as necessary
but not less than once a quarter. But during 1972-73 and 1973-74 und
upto January 1975, the Governing Body had met thrice and during the
same period the Management Committee had met four times. Clanfying
the position, the Ministry of Agriculture & Irrigation (Deptt. of Agricul-
ture) bas informed the Audit in April, 1976 that:

“Though the Governing Body is required to meet quarterly, the
meeting is being called for as and when there is something
significant for the General Body to consider, otherwise cases
which require the approval of the Government are referred to
in the normal course to the Government for consideration and
decision. Matters which require consideration of the Gene-
ral Body as such do not come up thereafter. The last meet-
ing of the Governing Body was held on 14th May 1975.

1.11. According 10 Government’s resolution dated 14th  October,
1968, the functions of the Governing body included among other things,
a review of the progress of the Delhi Milk Scheme. The intention of the
Resolution was to review the progress quarterly.

1.12. Since the Management Committee and the Governing Body had
last met on 25th July 1973 and 14th May 1975 respectively, the Com-
mittee desired to know the recasons for not convening a meeting at least
once a quarter. as required. In this regard, Chairman, Delhi Milk Scheme,
has stated during evidence:

“As far as Government decision is concerned, I am not in a
position to say. 1 did send a proposal for convening the
meeting of the Management Committee. But because all the
officers who constituted the Management Committee were
meeting in the plan progress review committees, it was an
understanding that there was no need to have a  specific
meeting of the Management Commaittee.”



6

1.13. In reply to a question, the Chairman, Delhi Milk Scheme, has
further added:

“The Governing Body and the Management Committee do not
have any financial powers or any administrative powers as
such. They function really as advisory bodies. The Mana-
gement Committee is really to oversee the functioning of the
Delhi Milk Scheme. As 1 submitted, as far as the Manage-
ment Committee’s functions are concerned. they are general-
ly discharged by the Plan Review Committee and, therefore,
the gap was not felt about the meetings. And the question
of what sort of forum there should be for this overseeing and
reviewing the progress and so on has been under considera-
tion. There was really no gap as such because we have been
meeting very often apart from the Plan Review Commutiee.
Otherwise also we have been meeting very often.”

1.14. In regard to Governing Body, the Chairman Dclhi Milk Scheme,
explained the position as under:

“It is a recommendatory body and it submits its recommendations
to the Government for consideration. The Minister himself
is the Chairman of the body. 1 would not be able 10 say
why in the constitution of the Governing Body there is a
stipulation of months., It was a long time back and 1 have
not had a look at the relevant records. The idea seems to
be that Minister would like to be advised by various know-
ledgeable and important persons about the various facts of the
working of the Scheme particularly because—other Govern-
ment departments do not have such governing bodies—this
scheme has a public impact and so many people would be
interested in its functioning. So it is an advisory body pro-
bably to gather public opin‘on about its functioning. It is
really for that purpose this forum is very useful. Policy deci-
sions can be taken only when it submits its recommendation
which the Government can consider and for the last two vears
we have been trying to work out a system where some policy
decisions could emanate.”

1.15. Asked whether the Ministry had ever brought to the notice ot
the Chairman, Delhi Milk Scheme, the lapse of not convening the meetings
of the Management Committee and the Governing Body as frequently, as
required. under the respective Regulations, the Ministry in a written note
furnished to the Committee, has regretted this lapse and stated:

“It is realised that the meetings of the Governing Body and the
Management Committee of the Dethi Milk Scheme were not
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held as frequently as required. The lapse is regretted. How-
ever, the Chairman, DMS is being advised that in future the
meetings of both the bodies are convened regularly in accord-
ance with the regulations.”

1.16. It was submitted to the Committee during evidence that as far
as the Management Committee’s functions were concerned, they were
generally discharged by the Plan Progress Review Committee meetings.
In this connection, the Committee desired to know as to when the meet-
ings of the Plan Progress Review Committee were held during the year
1975-76. In reply, the Ministry have stated:

“Plan Progress Review meetings are conducted by the Directorate
of Economics and Statistics, under the Chairmanship of Jaint
Secretary/Additional Secretary on quarterly basis. These
meetings are attended by Chairman, Delthi Milk Scheme,
and concerned officials of this Ministry.

During the year 1975-76, three such review meetings were held:
on 26-7-1975, 2-2-1976 and 22-4-1976. The purpose of
these mecetings is to review the progress made by Dethi Milk
Scheme in the implementation of its Plan Programme for the
quarters under review.”

1.17: 1t has been pointed out in the Audit para that in the light of
the recommendation made in September, 1964 by an Expert Committee
appointed by Government the latter approved in December, 1969, a pro-
posal to convert the Scheme into a Statutory Corporation. But a Bill to
this effect had got been introduced in Parliament till November 1975.
In this regard, the Committee desired to know the reasons for the delay
in the introduction of the proposed Bill. In reply the representative of
the Ministry deposed:

“l will go back to the recommendations of the Expert Committee
which was set up in 1964, The Committee gave this recom-
mendation in September, 1964. Its main recommendation
was that the DMS should be converted into a Company under
the Company Law.

There was a lot of opposition to this idea from the employees and
ultimately we were advised bv the Law Ministry that if we
have to provide safeguards to the employees. the proper
course will be to convert it into a statutory corporation more
or less on the lines of the Food Corporation of India. That
has been sometime in the vear 1969, As T mentioned
carlier the Government did decide tn introduce the Bill and
did introduce it in the Fourth Lok Sabha in September, 1970."



1.18. 1n a written note furnished to the Committee on 13 January,
1977 the Ministry have further explained the position thus:

“A Bill to convert the Dclhi Milk Scheme into a statutory Corpora-
tion was introduced on the 4th September, 1970 but that
Bill lapsed with the dissolution of the Lok Sabha in Decem-
ber, 1970. The Delhi Milk Scheme Fmployees’ Union (Re-
gistered and Rccognised) which .was opposed to the change
of the departmental status of the Delhi Milk Scheme agreed
in February, 1971 to discuss the matter with the Govern-
ment. At a meeting held on the 8h November. 1971 under
the Chairmanship of the Minister of State in the Department
of Agriculture. it was agrced by the Fmployecs Union that
the conversion into a statutory Corporation would not be
objected to provided adequate safeguards/protection of ser-
vice interest of cxisting emplovees was provided in the Bill

For this purpose, the Union gave a list of 14 points on which
assurances/clarifications were sought from the Government.
Tt was also stipulated that a further discussion with the Union
will take place before the Bill is introduced in the Parliament.
This was subsequently confirmed by the Union in its letter
of February, 1972.

Proposal for the introduction of a Bill to convert the Delhi Milk
Scheme into a statutory Corporation has been considered in
the light of the d'scussion held with the Employees Union
and the points raised bv it. The manner in which a working
coordination could bc brought about between the Central
Dairy of the Delhi Milk Scheme and the new dairv plant,
which had functioned in the mecantime. was also considered.

After consultation with the Department concerned the Govern-
ment has taken a decision in principle. that the Delhi Milk
Scheme should be converted into a statutory Corporation. A
Bill* for this purpose has since been introduced in the last
Session of the Parliament.”

1.19. Asked to state the reasons which nromnted the Government to
decide in favour of conversion of the Scheme into a statutorv Corpora-
tion. the representative of the Ministry has stated during evidence:

“The main obiective is really to improve onerational efficiencv of
this organisation bv eivine it more flexibility in its operation.
The Bill does provide that the Cornoration will e nantonomous

"Bill was inteoduced nn 18t September. 1976 but 1aperd on the  disolution of the 5th
Lok Sabha an 18 January, 1977.
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and it will have full powers in determining the procurement
and sale prices but Government has power to give directions.
It is not that Statutory Corporation will be completely out
of the control of Government and Government will not be
able to give any direction to it.”

1.20. Explaining the practical difficulties and rigours of Govern-
directly managed Government undertaking had proved by experience to
be not 5 very desirable arrangement, the represcntative of the Ministry
conceded during evidence that “we can certainly say that it was not an
ideal arrangement.”

1.21. Explaining the practical difficulties and rigours of Govern-
ment procedures and rules which come in the wav of running the Delhi
Milk Scheme under the present arrangements. the Chairman. Delhi Milk
Scheme has further added:

“DMS is a commercial-cin-industrial undertaking which  has to
operate 24 hours a day and 365 davs in a vear without anv
break and we have necessarily to take  verv prompt  and
quick decisions about a number of things. We decal with
perishable commodities like milk and milk-products. Tf we
do not take quick decisions these commodities can get spoil-
ed and damaged. Wc deal in large magnitudes where the
slightest delay could result in serious consequences. The
manoeuvrability and flexibility of this oreanization is most
essential.  For government departments which did not func-
tion as industrial or commercial undertakings. certain rules
and regulations are applicable: e.e.. in the CPWD and cven
in the Dircctorate of Fxtension in the Ministry.  The Iatter
is an organisation which promotes dovelopment and  welfare:
it does nat do any industrial or commercial job.  Buat these
rules cannot ipso facto be applied ta commercial undertak-
ings. For instance, for getting some civil works done. e.e.,
construction of milk booths, T have first to cet the Govern-
ment’s approval and then to apnroach the CPWD for doing
the construction.  The Iatter will v throuvh  their own
procedure. By the time the job is done. 2 vear might have
elapsed. We arc todav operating about 160 vehicles.  We
are unable to purchass narts from the market.  We have to
go through the DGSED and the DGS&N's contractors  do
not supply in time. There are rules that we have to oo only
through them. Fither we have ta keep the vehicles off the
road or we have to chanee the rules.  Tn reeard o administra-
tive matters. we cannot appoint a sinele nerson. When we onen
new hooths, we need mates and drivers. Bt we eannot <anc-
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tion those posts and fill them. These are the practical diffi-
culties in running an organisation; and that is why Govern-
ment agreed to take prompt actiom, so that in the proposed
set-up quick decisions can be taken.”

1.22. Asked whether the principle of making milk available at subsi-

dised price would not be given up once the Corporation was formed, the
representative of the Ministry has stated:

“I would submit that no specific decision, as such, either way has
been taken. At the moment the decision is to set-up an auto-
nomous statulory corporation; give it full freedom for detcr-
mining the distribution and procurement prices. But as |

submitted earlier depending on the situation Government will
be able to give a direction.”

1.23. In reply to another question, the representa'ive of the Ministry
stated that the Government policy decision was to run the Delhi Milk
Scheme on no-profit-no-loss basis. The objective was not to earn hucc
Government could not do so even with its present direct control. In
profits like the private concerns. He further added:

“There is a proivsion in the Bill empowering the Government to
give directions to the Corporation. Beyond this, at this
stage, it will be very difficult for me to go into the question
of subsidies, whether there will be subsidy by the Govern-
ment or not.”

1.24. The Committee desired to know as to in what manner the pro-
posed conversion of DMS into 3 statutory Corporation would effect cco-
nomy and improvement in its working, particularly in areas where the
Government could not do so even with its present direct control. In
this regard, the Ministry in a note furnished at the ins‘ance of the Com-
mittee have submitted as under:

“In order to give greater flexibility and autonomv to the Orea-
nisation in its day to dav dealings and to liberalise it from
the Departmental procedure in financing as well as person-
nel management matters. on conversion of DMS into statu-
torv corporation. the corporation will he  free to horrow
monev from anv Schedule Bank or anv other Bank or Rant.
ing Insti‘utions anproved hv the Central Goavernment,  Thus
the financial position of the Corporation will improve resnht-
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ing in economy. Further in the present set-up the Delhi
Milk Scheme needs to take quick market decisions based on
commercial principles and develop permanent links with
producers by assisting them with inputs for enhancing milk
production. This process consists of the operation in com-
plexities. It is not possible to discharge the growing responsibi-
lities of a Commercial Organisation like Delhi Milk Scheme
as a departmental undertaking.

1.25. The Committee note that the Delhi Milk Scheme functions as a
departmental undertaking under the direct control of the Ministry of
Agriculture and Irrigation (Department of Agriculture) and for its efficient
working have constituted a Governing Body under the chairmanship of
Minister of State in the Mimistry and the Chairman, Delhi Milk Scheme as

the Member-Secretary. The Governing Body considers matters of gemeral
policy relating to the Scheme, such as procurement and distribution of milk,
manufacture of milk products, general pricing policy for milk and milk pro-
ducts, annual budget and review of progress of the Scheme and any matter
of general importance, which may be referred to the Governing Body by
Government. The Governing Body functions through a Management
Committee comprising the Secretary of the Ministry as its Chairman and
five other Members one of whom is the Chairman, DMS and the other
four are officials of the Ministry. The functions of the Managing Com-
mittee are to provide guidance to the Chairman, Delhi Milk Scheme, in
matters of policy arising out of day-to-day working of the Scheme and take
decisions on importaat matters connected with day-fo-day working, matters
of major policy required to be placed before the Governing Body, and
matters of general importance which may be referred to the Management
Committee by the Government. The Governiag Body and the Management
Committee are required to meet as often as mecessary but not less than once
a quarter. The Committee, however, find that during 1972-73 and 1973-74
and wpto Janusry, 1975, the Governing Body had met thrice and the
Management Committee had met four times only. The last meetings of the
Governing Body and the Management Committee were held on 14 May,
1975 and 25 July, 1973 respectively.

1.26. The Commitice are comstrained to point ont that the Governing
Body and Management Committee which were constituted by Government
to ensure efficient functioning of Delhi Milk Scheme and to resolve prob-
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lems experienced in its working failed to meet as frequently as required

to transact their business. No convincing explanation has been furnished
to the Committee during evidence in this regard.

1.27. The Committee cannot accept the plea that as Plan Progress
Review Committee meetings were being conducted by the Department
where the Chairman, Delhi Milk Scheme and other concerned officials were
present, it was not found necessary to hold the meetings of the Governing
Body and the Management Committee. It nced hardly be pointed out that
while the Plan Progress Review Committee mectings are being held in
the Directorate of Statistics under the chairmanship of a Joint Secretary/
Additional Secretary, the Governing Body was required to mcet under the
chairmanship of the Minister himself while the Management Committee
had the Secretary of the Ministry as the Chairman. The Committee feel
that it was incumbent upon the Chairman of the Delhi Milk Scheme, who
was the convener for the Governing Body and a Member of the Manage-
ment Committee. to have moved in the matter, brought up his problems and
sought guidance. The Committee note that Government have now be-
latedly issued directions to the Chairman, Delhi Milk Scheme to convene
the meetings of these Bodies regularly in accordance with the provisions of
the Regulations. The Committee would like the Secretary of the Ministry,
who is a member of both the Bodies, to make sure that these Bodies meet

regularly and that problems of the Delhi Milk Scheme arc gone into in
depth and resolved.

1.28. The Committee note that it was in 1964 that the ¥Fxpert Com-
mittee appointed to review the working of the Delhi Milk Scheme recommend-
cd that it may be converted into a company. Government took five years
to decide that instead of converting it info a2 company, it may be madc into
a statatory corporation. A Bill wa« introduced towards the cnd of the 4th
Lok Sabha in 1970 and the Sth Lok Sabha in 1976 and on both thesc
occasions because of the dissolution of the House the consideration of the
Bill remained inconclusive. It is thus cvident that though the necd for
putting the D.M.S. on a sfatutory basis in the inferest of better and efficient
functioning was realised eight vears ago the objective has not heen achicved
because of the hesitant and inconclusive Government action.

1.29. The Committee stress that Government should pursue this matter
conclusivelv so that the Dethi Milk Scheme is enabled to function efficiently
and with the requisite flexibility in the interest of improving the service,
reducing the overheads and cotting out the losses to the extent possible.

1.30. The Committee have no doubt that in bringing forward the
Jegislation Government would keep in view the necd for haviag one unified
authority for procurement and distribution of milk so as to reduce the over-
beads and maximise the facilities available to the public particularly those
belonging to poorer and weaker sections of the society,



CHAPTER Il

EXPANSION PROGRAMMES
Audit Paragraph

The main constituent units of the Scheme are:
(a) Milk collection and chilling centres set up for collection of
milk and its chilling before transportation to the Central Dairy.

(b) Central Dairy for processing of pasteurised milk and manufac-
ture of milk products c¢.g. ghee. butter. ice-creams, etc.

(c) Milk booths for distribution of milk.

2.2. The following is the broad classification of plant and equipment
in the milk collection and chilling centres and the Central Dairy:—

Milk collection and chilling centres
(a) Storage tanks.

(b) Chilling equipment.

Central Dairy

(a) Storage tanks for raw milk,

(b) Processing equipment (c.g. pasteurisers. homogenisers, etc)) for
production of pasteurised milk,

(c) Blending tanks for reconstituting 'recombining milk with fat
and skimmed milk powder.

(d) Bottling line.

(c) Cold storage for milk and milk products.

(f) Plant and cquipment for manufacture of milk products.

() Milk tankers and milk vans for collections and distribution of
milk.

2.3. The initial capacity of the Central Dairy was for processing 2.55
lakh litres of milk per day. In 1966 Government approved the expansion
of this capacity (known as first phase expansion) to three lakh litres per day.

providing the following items of cquipment and facilities:—
(2) Additional milk Storage tanks.

(b) Expansion of the capacity of ghee and butter sections and pro-
vision of cold storage facilities for ghee and butter,

(c) Installation of spray drier skimmed milk powder plant and
equipment for production of cascin.

AR IR 13
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2.4. While initiating the proposal for second phase expansion in
October, 1969, it was stated by the Ministry that a part of the equipment
under the first phase expansion programme had already been installed to
permit expansion of the capacity of liquid milk handling and other related
sections and that installation of the remaining equipment was expected to
be completed by the end of 1969. 1t was further mentioned that the ex-
panded capacity was expected to be fully utilised shortly and, considering
that the Scheme’s milk procurement situation was much more assured, it
was necessary to exapnd the capacity of the Central Dairy to 4.35 lakh
litres per day by providing additional equipment in certain section. It was
envisaged that, on completion of second phase expansion the Scheme would;

(a) handle 3.75 lakh litres of liquid milk per day and utilise 0.60
lakh litres of milk for production of butter. ghee etc., and

(b) earn a profit of about Rs. 32.40 lakhs on the basis of the existing
margin between the cost of production and the selling pricc.

2.5. Based on the above proposals, Government approved in December,
1969 the second phase expansion of the Scheme at an estimated capital cost
of Rs. 118.52 lakhs (including civil works of the value of Rs. 29.05 lakhs).

2.6. In February, 1971, an expert of the National Dairy Development
Board also conducted a detailed survey with a view to examining the addi-
tional facilities required in the existing dairy for augmentation of daily
through-put with skimmed milk powder and butter oil to be available under
the World Food Programme Project No. 618 (‘Operation Flood’). In order
to achieve this object. the expert recommended additional equipment and
facilities over and above those alreadv sanctioned in December. 1969 for
handling 3.75 lakh litres of milk per day. In August, 1971 Government
accepted the above recommendation and sanctioned procurement/instal-
lation of additional equipment and facilities at a total estimated outlay of
Rs. 660.80 lakhs. Out of this, machinery/equipment worth Rupees 27 lakhs
(including Rupees 6.73 lakhs on account of spares and service charges)
were to be procured by the Scheme through the Indian Dairy Corporation
under ‘operation flood’. This programme also formed part of the second
phase expansion.

2.7. In connection with the implementation of abave referred expan-
sion programme, the following aspects are relevant:—

. First Phase Expansion

2.8. The data relating to estimated capital outlay and the actual
expenditure incurred there—against together with the schedule, if any
drawn up for completion were not available. The Management, while
intimating in November, 1974 the approximate dates of commissioning of
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various items of equipment and machinery, stated that the handling capa-
city of the Central Diary had been increased with effect from April, 1969

onwards when the Scheme commenced distributing more or less 3 lakh
litres of milk per day.

2.9. According to the information furnished by the Management in

November, 1974 and subsequently, the dates of installation of various
equipment and facilities were as follows:— ‘

Sl1. No. Equipment/facility Date of installation/
commissioning

® 1. 10 storage tanks of 15,000 litres capacity each December, 1969
2. 4 sturage tanks of 30,000 litres capacity each. Fcbruary, 1973
3. Ghee and butter sections | March, 1471
4. Spray drier skiinmed milk powder plant. The plant was installed
in December, 1972 but
was commissioned in
February 1975. The
commissioning was held
up for want of suthcient
quantities of milk.

o

Casein-plant January, 19735
t.  Cold storagefor ghee and white butter | June, 1972 and
December, 1972

~3

Cold swrage for table butter Decetber, 1074

* 3 rvigerated storage tanks of 13,000 liters capacity
cach. December, 1968
U storage tanks ot 15,00 liters capacity each. |

December, 14969

(subsequently intimated by the Scheme to Audit)

2.10. As against the target of distribution 3 lakh litres of milk per
day envisaged under the first phase expansion, the actual average distribu-
tion of milk per day was 2.57 lakh litres in 1969-70, 2.64 lakh litres in
1970-71 and 2.76 lakh litres in 1971-72. Similarly, the enhanced capacities
of ghee and butter sections, etc. remained substantially un-utilised.

[In reply the Ministry have informed the Audit that though the
average distribution of milk per day was less than 3 lakh litres
capacity per day, the Scheme has achieved maximum distri-
bution of 2.86,000 litres in April, 1970; 2,97,398 litres in
September, 1972; 3,03,412 litres in September, 1973; 305,864
litres in October, 1974 and 3,20,657 litres in November, 1975.
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The following reasons have been mentioned for the fall in
average distribution per day:—

(a) Non drawal of milk by most of Canteens, Schools, Colleges
and Welfare Centres on Sunday and holidays,

(b) Lesser drawal of milk by token holders in the last week of
the month,

(c) Non despatch of full supply of milk on account of sudden
break down of the machines.

(d) Old age of the machines which could not be expected 1o give
performance upto optimum level. ]

Second Phase Extension

2.11. Neither any detailed schedules  for completion ana commis-
sioning of the various items of works were drawn up by the Management
nor were the figures of actual cxpenditure against the sanctioned cstimates
available.

[The Ministry have informed Audit in April 1976 that the figures of
actual expenditure were available alongwith  work-wise
estimates ]

2.12. The Memorandum for the second phase cxpansion put up to
the Expenditure Finance Committee has envisaged that works connccted
with the Central Dairy would be completed by December 1970 and that
benefits to the consumers would commence in the early part of 197t A
review of the progress made in this regard. however, indicated the following

fecatures:—

(a) The majority of the items were acquired - installed, commissioned
from 1973-74 to July 1975.
(b) The items mentioned below were not acquired/executed: —

Ttem Value iRy, tn Laokhs .

{i; Equipment for 5 milk collection and chilling centres. 28- 85

[The Ministry have informed Audit in April 1976 that equipment
for additional milk collection and chilling centres were already
available with the scheme from the closed chilling centres.]

{ii) Air-conditioning unit for hutier il storage B o0

[Tt has been stated by the Ministry to Audit that the idea (o con-
struct a butter oil storage has been dropped as the Indian
Dairy Corporation has decided to set up a centralised cold
storage for butter oil.]}

(ii) Pipe fittings . o
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[ The Ministry have informed Audit in April 1976 that whatever
pipes were required for installation of plant and equipment
have bcen purchased and installed]

(iv) Civilworks for 7 milk collection and chilling centres. . . 21-00

[The Ministry have informed Audit in April 1976 that civil works
werc not executed for want of adequate funds and on account
of ban on the construction of new buildings]

{v) Givilworksfor washing bay, service station for vehicles, additional butter
oil melting room, cxtension of loading dock, roofing of

scrap yard, racks in deep freeze cold store and relaying
of sewer systern.

ToraL . . . . . . . 6570

[The Ministry have informed Audit in April 1976 that the butter oil
melting room is already in operation and the loading dock has
been extended]

(¢) The following items, though installed/acquired, have not been
commissioned “utilised so far (November 1970}

lrem dare of installation etc. Value (Rs.
in lakhs)
) Stean generators September 1973 400

[Stcam generators though commissioned in January, 1975 are still
reported to be under triaf]

(i) Ammonia compressor Not available 2' 25

| The Ministry have informed Audit in April 1976 that all the com-
pressors required lor the expansion programme have already
been procured and installed.]

i) Metregauge rail anlk January 1970 to July 1974 15° 00
tankers
{iv) 750 KVA wanstormer Not available 050

[The Ministry have informed Audit in April 1976 that the trans-
former has been commissioned in August 1975]

Torar : . . . . . . . .2y

(d) Against 250 milk booths planned under the expansion scheme,
only 142 booths were completed and taken over upto July 1975,

{The Ministry have informed Audit in April 1976 that 184 milk
booths were sanctioned by Government in May 1969 and
December 1972, Out of these 156 milk booths  have already
been compicted and taken over.]
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(e) 2 items of civil works of the value of Rs, 1.78 lakhs were still
(July 1975) in progress.

[The Ministry have informed Audit in April 1976 that out of the
two civil works one has already becn completed and the other
Is at a very advanced stage]

2.13. The Management assigned (November 1974) the following gene-
ral reasons for delay in the implementation of second phusc cxpansion:—

(a) Procedural delays in obtaining Government sanctions and for-
malities involved in the award of works by the Central Public
Works Department, the National Diary Development Board and
through the Director General, Supplies and Disposals,

(b) lavolvement of three different agencies viz., the Central Public
Works Department, the National Dairy Development Board and
the Director General, Supplies and Disposals, in the exccution
of the project.

(c) Accomplishment of the task without dislocating the normal
functioning of the scheme even for a day.

2.14. The anticipation relating to the procurement of additional quan-
tities of raw milk so as to attain the capucity of 4.35 lakh litres (3.75 lakh
litres in the form of liquid milk and 60,000 litres of milk in the form of
guce, butter etc.) of milk per day have not materialised so far (November
1975). In fact, it will be seen from the deuails given in para-
graph 4.1.2. that the procurement of raw milk was constanily on the decline
even with reference to the level obtained in 1969-70. Consequently, *he
projeciions of profitability envisaged under the  expansion programme
could not also be attained.

[Paragraph 48(3) of the Rcport of the Comptroller and Auditor

General of India for the vear 1974-75, Union Government

(CiviD)]

2.15. In a memorandum dated the 21 October 1969, submitted by the

Ministry of Food, Agriculture, C.D. and Cooperation (Department of Agri-

culture) for consideration by Expenditure Finance Committee, it has been

stated that the Central Dairy of the Scheme was installed in the year 1959

with a rated capacity of 2.55.000 litres. First phasc of expansion of the

Centra] Dairy to a capacity of 3.00,000 litres per day was approved in
1966 and broadly covered the following:

(i) Additional milk storage facilities including 6 storage tanks of
15,000 litres capacity each, 4 storage tanks of 30,000 litres
capacity each and 4 refrigerated milk storage tanks of 15,000
litres capacity each.
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(i) Spray-drier skimmed milk powder plan with a capacity of 5
tons per day.

(iii) Expansion of Ghee Section from a capacity of 3 tons per day
to 8 tons per day.

(iv) Expansion of Butter Section from a capacity of 2 tons per day
to 4 tons per day.

(v) Cold storage facilities for storage of 200 tons of white butter,
100 tons of table butter and 100 tons of ghee.

(vi) Case in equipment for manufacture of 350 kgs. per day.

2.16. 1t was stated that a part of the equipment undecr this expansion
programme has already been installed to permit cxpansion of the liquid
milk handling and other related sections and installation of the rest of the
equipment including the spray-drier plant was expected to be completed by
the end of the year 1969.

2.17. The memorandum further stated that according to the 1971 popu-
lation projection, the requirement of milk for Dclhi was estimated to be
6,00.000 litres pcr day. With a view to meet increased demands from
consumers, the Ministry proposed the second phase expansion of the Delhi
Milk Scheme for having a through out of 4.35,000 litres per day (optimum
capacity) from its present approved capacity of 3,00,000 litres of milk per
day as follows:

Bottled milk . . . . . . .. 350,000 litres per da

Bulk milk . . . . . . . . 25,000 ,, v e

Spray Drier . .. . . . . . . . 60,000 . s
4>35,000

2.18. The requirement of additional equipment, building works, vehicles
and staff for expansion of the Central Dairy to its optimum capacity of
4,35,000 litres per day was scrutinised by the Joint Commissioner (Dairy
Development) and the Dairy Engineer of F.A.O. attached to the Depart-
ment of Agriculture, and was found reasonable.

2.19. As regards economic implications, the memorandum stated that
“an additional quantity of 1,35,000 litres of milk per day will be procured
under the proposal, of which 75,000 litres will be utilised for production
of liquid milk and the remaining quantity of 60,000 litres will be used for
conversion to spray dried powder, butter and ghee. The powder will be
utilised for reconstitution into milk in the lean summer season to maintain
liquid milk supply at a steady level of 3,75,000 litres per day through the
yeoar.”
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2.20. The Ministry contemplated the completion of the entire expansion
programme including construction work and installation of plant and
machinery at the Central Diary in about 12 to 18 months. Installation of
Milk Collection and Chilling Centres in rural arcas was likely to take about
12 to 24 months. 1t was programmed to complete the work connected
with the second phase expansion of the Central Dairy by December 1970.
The work relating to the setting up of the Chilling Centres was expected to
be completed by the end of 1971.

2.21. A statement showing equipment required for expansion of Central
Dairy of Delhi Milk Scheme and other related equipment, is appended
to the Memorandum for Expenditure Finance Committee, is given in the
Appendix.

PN

sioning of certain items which have been installed; acquired, (ii) the absence
of detailed schedules for completion and commissioning of various items of
works and (iii) inadequate procurement of milk.

2.22. The Audit paragraph mentions about (i) the delay in the commis-

(i) Delay in Commissioning

2.23. Under the first category come such items as stecam  generators
ammonia compressor, butter oil storage, spray drier plant. etc.

2.24, The Committee ecnquired from the representative of the Delhi
Milk Scheme whether it was a fact that the steam generators, which were
commissioned in January 1975, were still under trial.  The representative
of the Delhi Milk Scheme has stated during evidence:

“The idea of saying that the generators are under trial is for the
simple reason that formal inspection by the DGS&D through
whom the equipment has been purchased has not yct becn
completed. Till the inspection is completed we cannot say
that we have formally taken over the cquipment. It is just for
that reason that we have used this word. Otherwise they are
in regular use. The Boiler Inspector has inspected the equip-
ment and it has been certified as fit for use.”

2.25. As regards ammonia compressor plants, the representative of the
Delhi Milk Scheme has stated during evidence that both the plants (one for
chilled water and the other for milk cold-storage) have been commissioned
about a year and a half ago. There was a proposal for installing an air-
conditioning unit for butter oil storage at a cost of Rs. 8 lakhs. The
Ministry informed the Audit in a written note that the idea to construct
a butter oil storage had been dropped as the Indian Dairy Corporation had
decided to set up a centralised cold storage for butter oil.
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2.26. Asked whether the centralised cold storage had been set up, the
Ministry have, in a written note, furnished to the Committee, stated that
a butter oil cold storage was constructed by the Indian Dairy Corporation
in the premises of the New Dairy Plant at Delhi and it was commissioned
in June, 1976.

2.27. As regards the spray-drier plants, the Ministry have stated in a
written note that the proposal to purchase the spray drier plant was initiated
on the recommendaticns of an Expert Committee appointed by the Govern-
ment of India in 1964. The recommendation of the Expert Committee
was that the spray-drier plant should be installed in the milk shed area of
the DMS. The main plant was instalied by December, 1972, but some
essential parts which were integral part of the plant had not been supplied
by the firm and without these the plant could not be commissioned. It
has also been stated by the Ministry that due to adverse agro-climatic and
wide-spread drought conditions in the year 1973-74 the level of milk
production and milk procurcment was severely affected. The firm required
a minimum quantity of 40,000 litres of milk per day for a number of days
in order to hold the trials. Since sufficient surplus milk was not available
for the purpose in the winter of 1973-74, the trials could not be conducted
till the next flush season, i.e. winter of 1974-75. In this connection, the
Committee desired to know whether the availability of sufficient milk for
producing the milk powder was assessed at the time of installation of the
plant. In reply, the Ministry in a written note to the Committee have
stated:

“At that time (1964) the expansion programme of DMS and the
setting of the second dairy plant at Delhi were apparently not
in view. Besides. a number of milk product factories have
been established round Delhi during the intervening vears which
have absorbed verv substantial quantities of the surplus
milk that was available in the area. In view of these develop-
ments, and the primary need to first meet the fluid milk require-
ments of Delhi city through the DMS as well as the second
dairy plant, the availability of surplus milk for the manufacture
of products, including spray-dried milk powder, has naturally
been substantially reduced since then. However. all possible
efforis are being made to augment the level of milk procure-
ment and to the extent the surplus milk becomes available in
the flush scason, the spray-drier plant will be used as has already
been done since its commissioning, This plant, therefore, is
not functioning to full capacity and can only be expected to
function in the winter season to the extent surplus milk after
mecting the fluid milk requirements is available.”
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(ii) Absence of time Schedule

2.28. As pointed out by Audit, under Phase 1 and Phase 1l Expansion
programmes neither any detailed schedules for completion and commission-
ing of the various items of works were drawn up by the management nor
were the figures of actual expenditure against sanctioned estimates available.
The Committee desired to know the reasons for this as also how the manage-
ment ensured control over the execution of works. The Ministry ot
Agriculture and Irrigation (Department of Agriculture) have explained the
position in this regard in a written note furnished to the Committee as
under:

“No centralised schedules to regulate the completion and commus-
sioning of various items of work was maintained during the
first phase expansion programme, as the works to be executed
during the first phase were not too many. With the introduc-
tion of second phase expansion programme and increase in the
number of projects, the completion and commissioning of the
various items of project were periodically reviewed. The first
review was undertaken on 15-10-73, The dates of completion
and commissioning of various items forming part of the expan-
sion programme were mentioned in the various indents, supply
orders/acceptance of tenders issued for the procurement of
various items. The dates of supply of various items which
were interlinked, were determined by the Tecbnical Officers
assigned with the execution of expansion programme keeping
in vicw the dates of the completion of the programme. It was
also ensured to maintain proper control over the execution of
work by keeping constant watch on the procurement of various
items vis-a-vis the completion of civil works as per the dates
of supply mentioned in the Indents;A{Ts. etc. by taking follow-
up action from the filcs from which the procurement
action was indicated. The whole expansion work was carried
out under the supervision of regular staff, who were side by
side looking after their normal work with a view to economise
in expenditure.”

2.29. Asked further about the reasons for delay in installation and
commissioning of the majority of items and whether there was only increasc
in cost on account of these delays, the Ministry have stated:

“The execution of various items of work mentioned in the cxpansion
programme was to be done through the agencies of CPWD .
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(for civil works) Statc Trading Corporation (for import of
machinery and equipment against Swedish Credit) the DGS&D
(for the purchase of indeginous machinery and equipment)
and the IDC/NDDB (for the procurement of certain items of
dairy development). The procurement execution of the
various items involved the prior issuc of expenditure sanctions
from the Ministry of Agriculture. The main reasons of delay
were duc to the number of agencics involved in the procure-
ment of various items of machinery and equipment and the
execution of civil works. The compiled data indicating the
increase in cost on account of delays is not rcadily available.”

2.30. In a memorandum dated 21 October. 1969 prerared by the

Ministry of Food. Agriculture, C.D. & Coop. for Expenditure Finance
Committec it has been stated:

Full fledged expansion of the Central Dairy was not consider:d
desirable carlier as the Scheme was facing difficulties in
procurement of adequate quantities of milk. The Scheme hos
since been successful in consolidating its procurement position
as a result of number of steps taken by it including consider-
able expansion of its arca of procurement and implementation
of 4 sets of Intensive Cattle Development Programme in its
milk shed. It has evolved adequate commercial flexibility o
procure adequate quantities of milk for its present require-
ments and expects no difficulties in ensuring procurement of
the additional quantitics of milk it may require for its expan-
sion to cover larger sections of Delhi's population. In addi-
tion to assured procurement from the local sources, the Scheme
has also made arrangements with the Mehsana District Coop-
rative Milk Producers’ Union Ltd., Mechsana (Gujarat) to
purchase upto 1,00,000 litres of milk per day during the flush
winter season and 60.000Q litres per d:v during summer. A
start has already been made. and about 12,000 litres per day
is being obtained in refrigerated rail vans taken on loan from
the Fisheries Division of the Department of Agriculture.Action
will be taken for purchase of 10 rail milk tankers for transpor:
of the milk as a pcrmanent arrangement.

In view of the comfortable procurement situation the Ministry has
authorised the Delhi Milk  Scheme to undertake issuc of
3,00,000 litres of mitk per day to cover the full capacity of
the Central Dairy after the current phase of expansion. The
full capacity is expected to be reached within about thre:
months. The Scheme has a waiting list of about 1.20.000
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applicants, out of which about 70,000 applications have becn
cleared during the last winter. The waiting list continues to
expand further from day-to-day. Since the capacity of the
Scheme even atfer first phasc of its expansion is expected to
be fully utilised shortly and considering that the Scheme’s
milk procurement situation is now very much more assured.
it is necessary that cxpanded milk handling facilities for the
Scheme should be provided without delay.”

(iii) Procurement of Milk envisaged under Expansion Programme

2.31. The Committee have been informed during evidence by the
Chairman. Delhi Milk Scheme that the first phase expansion programme
was completed in 1969-70. Actual milk distribution was planned on the
basis of fresh milk procurement plans, milk powder and butter fat that
would supplement the fresh milk by reconstituted milk.

2.32. The Audit Para has pointed out that the average of actual procurz-
ment of milk was far below the processing capacity of 3 lakh litres of
milk per dayv envisaged under the first phasc expansion and 3.75 lakh
litres of milk per dav envisaged under the sccond phasc expansion. The
Commitiee enquired the reasons for the low procurement of milk. The
Chairman, Delhi Milk Scheme, stated during evidence:—

“The position is that in the years 1969 onwards the years 1972
and 1973 were abnormally bad climatically. The summer of
1972 was severely adverse.  After that it was followed by
drought conditions in the summer of 1973. The figures of
agricultural production will bear it out that thesc two years
were problematic. In most of the parts of the country the
milk production fell down sharply.

Apart from those two vears there are two other important factors
while we consider the overall procurement position. In the
peripheral arcas of Delhi extending upto 300 kms. there are a
string of milk product factories, which supply milk products
to the whole of the country. These would include factories
like Glaxo, Nestles, Vita, ctc. They are situated in the peri-
pheral areas and draw milk from areas from where DMS is
drawing milk. So. there is tremendous competition for this
milk. No doubt, it is very good milk producing arca but
because of these factories there is a lot of  competition.
People who make milk products have a pood margin of profirs
and they can afford to pav a higher price than the DMS
because of the selling price that we have fixed in the interest
of the consumer. The competition is uneven. Earlier than
1970 it was not necessary for them to get a licence under the
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Industrial Development and Regulation Act; in 1970 the Gov-
ernment decided that irrespective of the amount invested in
those factories, they must obtain a licence and since then they
have been introducing a condition in the licence that they
would not procure milk from the milk shed area of the Delhi
Milk Scheme but it has become difficult even to have this
condition complied with. One difficulty was competition from
the milk product factories; the other was the private trade
who were able to pay higher prices. So whenever there was
drop in milk production duc to climatic or other reasons,
the worst sufferers were us.”

2.33. The Committee wanted to know the actual procurement of milk
ver day vis-a-vis the target of procurement fixed during 1975-76. 1In a

written notc furnished to the Committee, thc Ministry have stated as
follows: .

“For the year 1975-76 the target fixed for dailv milk procure-
ment was 2.23 lakh litres as against which Delhi Milk Scheme
procured 2.13 lakh litres of milk out of which 0.148 lakh
litres were transferred to the New Dairv Plant. The Seasonal
shortfall in the level of milk procurement below the milk distri-
bution requirements is made good by reconstituting milk from
butter fat and SM.P.”

2.34. The Chairman, Delhi Milk Scheme, however, agreed to the Com-
mittee’s point of view that the capacity to increase the supplv of milk
had been restricted due 10 some difficultics in regard to botding plants.
The Committee further asked whether there was any progrumme to expand
the bottling capacity. In reply the Chairman, Delhi Milk Scheme, has
stated during evidence:—

“This bottling plant that we have procured this time is the first plant
that is being manufactured in India at this level of performance.
We are getting a bottling plant with a capacity of 24,000
bottles per hour. This is the maximum capacity plant which
has been manufactured in India. for the first time. This is a
high speed bottling plant. because it will improve the perform-
ance and also give a certain reserve capacity about which we
have a tremendous amount of difficulty. The utilization o
capacity which we have achieved is the maximum. These
plants are being fabricated in India. Tt is natural that they
want about a year's time for every plant to be completed and
the DGS&D through whom these plants are being procured has
allowed that time. The first plant which is under trial will
be commissioned within this month. The second plant will
start coming when the difficultics which are therc will be
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removed. We hope that by the end of this financial year,
the second plant will be installed. When the third plant will
come, it will replace the other two old plants.”

2.35. As to the reasons, for not taking action in time to expand the
bottling plant, the Chairman of Delhi Milk Scheme has stated:

“There are two aspects. One is that in 1970-71, probably, it was
a little too carly to replace the bottling line. The cost of
these bottling plants will be Rs. 1 crore, one plant costing
about Rs. 35 lakhs. Before making that order of investment,
we would have to be very sure that old plants had no life
left in them. In 1970-71, they would have completed 12 years
which is the normal period. We thought that we should have
a phased programme so that we can stretch the utilisation of
plants to the maximum capacity. There was a technological
assessment of the bottling plants.  After that. we sent our
proposals. The Government considered all those proposals
and approved them. The DGS&D then proceeded with shem.
That was done year before last. That is being implemented.
This is the fag end of the life of the old bottling plants. The
machines are in regular use for all the 365 days in a ycar, for
the last 17 vears, to keep them in operation round the clock
so that thc milk production is not jeopardised.”

2.36. Explaining further the recasons for not envisaging the replace-
ment of bottling plants at the time of drawing up the second phase expan-
sion programme. the Chairman, Delhi Milk Scheme further added:

“The second phase expansion programme was drawn up in 1968-69.
At that time, the bottling line had not become due for replace-
ment. The bottling plant started giving trouble about three
years back. That is the time when new bottling plant pro-
curement was finalised. In 1968-69, it was not envisaged
that the bottling line would have to be replaced.”

2.37. In reply to another query as to whether the present bottling
plant would be able to process 3.75 lakh litres of milk per day, the
Chairman, Delhi Milk Scheme has stated during evidence:

“Jt was not only the bottling capacity but the cold storage facilities
also. Some machines, the separators and clarifierc had to be
imported. There are certain connected works. The present
stage is such that apart from bottling line substitution, the
second line has to be put into commission. Apart from the
work connected with the second line., milk separators which
have to be brought from Western Europe, these things apart,
there is no other problem.”
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. .2.38. Questigned about. the life of the bottling liies, the Chdirman,
fthllkScheme informed the Committee during evidence as under:—~
“There are five sets of bottling machinery and equipment each of
which we call bottling lines. Three out of the five sets of
bottling machinery and equipment were purchased and instalied
at the commencement of the Dairy fn 1959. The other two
were added up five or six years later. The first three sets -
have been in use now for over 17 years and continuous use
of them has made them worn out completely. We are operat-
ing them with the utmost care. But, still, we are trying to
use them well. The normal life of the bottling machinery and
equipment of course depends on the way the load is put on it
and the conditions in which they are operated. But normally,

it is expected to last for about 12 to 13 years or so. That
depends on the conditions of their working.”

2.39. Referring to the integration of operation flood programme with

the second phase expansion programme of D.M.S. the Chairman, Delhi
Milk Scheme has stated during evidence:

“The second phase was planned in instalments. Actually the basic
second phase programme was done in 1968-69. The con-
solidated plan was prepared for the basic requirements of the
expansion programme. After that, operation “Flood Pro-
gramme™ came into existence in 1970 and the Government of
India appointed an expert of National Dairy Development
Board as to how the operation flood programme could be
integrated with the expansion programme of DMS. He sub-
mitted the report in 1971. That report was considered by
the Government and the first series of sanctions started issuing
from about October 1971 or so. The plan was prepared in
1968-69. At that time things as they obtained in 1971 could
not probably have been anticipated in all aspects. There was
a number of things which we had to supplement in order to
achieve expanded capacity. Those were formulated and sent
to the Government from time to time and sanctioned. All
that was a continuous process and we have now completed
all the works connected with the expansion programme except
for bottling and procurement of some of these machines.
Within this current financial year we shall be able to commis-
sion it fully. Already we have increased milk supply by
30,000 litres as a result of the expansion programme.”

2.40. From fhe facts mentioned In the Audit para and from the
material made available to them, the Committee are led to the inescapable
conclusion that the expansion programme of D.M.S. were not drawa up

3107 LS—3



assumptions, the DMS were not clear as to the parametres of the whole
scheme as would be evident from the following facts.

2.41. Even before the first phase of the expansion programme which
was approved in 1966 to provide the Central Dairy with a capacity of
3,060,000 litres per day, had reached the final stages, the D.M.S. embarked
on an ambitious programme in 1969 of having a throughput of 4,35.000
litres per day (optimum capacity) on the basis of 1971 population projec-
tioms,

2.42. In their memorandum dated the 21st October, 1969, for the
Expenditure Finance Commmiftee, the Ministry stated that a part of the
equipment under this expansion programme had already been installed to
permit expansion of the liquid milk handling and other related sections
and installation of the rest of the equipment including the spray-drier plamt
was expected to be completed by the end of the year 1969, The Ministry
contemplated the completion of the entire expamsion programme second
phase) including construction work and installation of plant and machinery
at the Central Dairy in about 12 to 18 months. They stated that instal-
Iation of Milk Collection and Chilling Centres in rural areas was likely
to take about 12 to 24 months. It was programmed to complete the
work connected with the second phase expansion of the Central Dairy by
December 1970.

2.43. But the chinks in the whole scheme were soon discernible. As
pointed out by Audit, the average of actual procurement of milk was far
below the processing capacity of 3 lakh litres of milk per day envisaged in
the first phase expansion and 3.75 lakh litres of milk per day envisaged
under the second phase expansion. According to fhe Ministry, adverse
agro-climatic conditions and competition from milk product factories in the
peripheral areas of Defi upset their calculations and the targets of pro-
curement could not be reached. The Committee are surprised that while
estimating the procurment targets, the Ministry had not taken mote of
these factors which inhibited the supply of finid milk to the Central Dairy.
The Committee consider this to be a serious ommission.

. 2.44. The Chairman of the Deli Milk Scheme during the course of
his evidemce has snbmitted that the restricting factor in the supply of milk
was the failare to expand the bottling plant. It is rather strange that
while submitting the proposal before the Expenditure Finance Committee,
the Ministry/DMS had made no mention of the Botfling Plant which
required fo be refurbished and expanded.
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245, The Commitice regret that timely action wis not talien Ty the
‘Delhi Milk Scheme to replace the old bottling plants, particuiarly wihien they
knew that the normal life of these plants was 12 years and was likely to be
over by 1971, In such circumstances pridence ‘Semunded advauce nction
for repiacement of the three bottling plants in a phased mnanner so that theéir
replacement could be symchremised with the complefion of fhe second
phase expassion progmnvine, Keeplivg i view the fact #hat fhere was a Jong
waiting list of about 1,260,000 applicants, and the Hst continied to expand
further from day to day the Committee regret that D.M.S. dig not take
timely action to ensure a steady supply of 3,75,000 Htres of milk per day
throughout the year which they had envisaged under the expansion
programme.

2.46. Although fhe second phase expansion programme was emvisaged
to be completed by December, 1970, the Committee find that majority of
the items included in this programme were acquired|installed/commissioned
during 1973-74 to July 1975. A number of items which were included in
Phase 1 such as four storage tanks, spray drier skimmed milk powder piant,
casein plant, cold storage for ghee and white butter and cold storage for
table butter, were completed during the years 1972 to 1974. Several items
including equipment for milk collection and chilling centres, air condition-
ing unit for butter oil storage, civil works for milk collection and chilling
centres etc. of the total value of Rs. 65.70 lakbs were not acquired/execo~
ted. Apart from these, there are other items, such as steam generators,
ammonia compressors, rail milk tankers, of the total value of Rs. 21.75
lakhs, which were installed/acquired but were not commissioned or utilised
till November 1975, according to the Audit. It has also heer conceded by
Government that against 184 milk booths sanctioned in May 1969 and
December 1972, 156 milk booths have been complefed and taken over
tilt April 1976. Al these deficiencies/delays in the execufion and changes/
alterations at a later stage, leave no doubt in the mind of the Commitiee
that the whole expansion programme was not properly planmed and no sus-
tained efforts were made to achieve the physical results,

2.47. One of the reasons adduced by the Ministry for their delay in the
execution of various items of work during the second phase expansiom
programme is the procedural difficulties in obtaining Government sanctions
for award of works and involvement of a number of agencies viz. the Central
Public Works Department for Civil Works, State Trading Corporation for
import of machinery and equipment against Swedish credit, DGS&D for
the purchase of indigenous machinery and equipment and the Indianm
Dairy Development/National Dairy Development Corporation for the pro-
curement of certain items of dairy development, The Committee are not at
all convinced with the arguments advanced by the DMS/Ministry. While
planning a project of this dimension, the Ministry/DMS should have takem
a conclusive action to effect coordination between the Delhi Milk Supply
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Schome snd the other agencics which were %' piay their pact'ln the execu-
‘Sion of the project. B el Fen ’

. 2.48. As poinfed out by Audit, there were uno detailed schedules for
completion and commissioning of the various itesms of works nor ‘were the
figures of actual expenditure against sanctiomed estimates available, The
Commhwemsnlpﬁsedatthestuemmtmdoby:&euprmuﬁveofthe
Ministry during evidence that “no centralised schedule to regulate the com-
pletion and commissioning of various items of work was maintained during
theﬁrstphaseexpunsionpmgmmmeastheworkstobeexecutedduﬂng
the first phase were not too many”. With regard to the second phase expan-
sion programme, the arrangement made by the Ministry to review the
progress of the project appears to have been wholly inadequate. It appears
to have acquiesed in repeated extensions of time for completion of various
individual works. The Committee are convinced that had a time-bound
programme been drawn up and a careful vigilance kept over the execution,
the scheme would have proceeded at a much faster rate and completed well
in time,

2.49. The responsibility for drawing up the detailed scheme for expan-
sion and implementation was primarily that of D.M.S. Since, however,
D.M.S. continued to be a departmental undertaking under the supervision
of the Ministry of Agriculture, that Ministry should have also seen to it tlfal
an infegrated scheme was drawn up and PERT chart identifying crucial
sreas for ensuring timely progress prepared and effective action taken u! see
that the scheme was implemented in an integrated manner as per a time-
bound programme.

2.50. The Committee desire that the residual items of work relating to
the second expansion programme should be expeditiously completed s
that there is no let-up in the suply of fluid milk to the citizens of Delhi
who are in desperate need of milk supply. The Committee further desire
that a quick assessment should be made about the progress of the second
phase expansion scheme with a view to plug all procedursl loopholes. The
Commitfee also desire that a periodical examination should be made of all
the plants and machinery installed at D.M.S, with a view !o assess their
performance with reference to their installed capacity. Deficiencies, if any
moticed during such inspections, should be promptly rectified.



CHAPTER 111

MILK PROCUREMENT
Audit Paragraph

Source

3.1. The Scheme does not have a cattle dairy of its own and procures
raw milk from contractors and producers for processing into pasteurised
milk and milk products. The milk shed area of the scheme has not
been defined/notified, by the Government so far (November 1975). Its
traditional sources of raw milk are Meerut and Bulandshahar districts in
Uttar Pradesh, Gurgaon and parts of Rohtak and Karnal districts in
Haryana and Bikaner and parts of Alwar and Bharatpur districts, in Rajas-
than (i.e. the areas outside the territory of Delhi).

3.2. Procurement of milk js through the agency of contractors and
the co-operatives of milk producers except in the case of Bikaner where
milk is collected by the Scheme itself. The milk contractors are middlemen
who collect milk from the producers. Both the contractors and the co-
operatives deliver milk at milk collection and chilling centres set up by the
Scheme. Raw milk is accepted at the milk collection and chilling centres
on the basis of its fat and solids-not fat content and, after chilling, is trans-
ported therefrom to the Central Dairy. The milk procured in the Bikaner

district is frozen and then transporated to the Central Dairy by road; there
being no chilling centre at Bikaner.

3.3. The Scheme also obtained condensed milk from the Mehsana
District Cooperative Milk Producers Union, Gujarat during the period

from 1968-69 to November 1973. Thereafter, the latter discontinued the
supplies on account of their other commitments.

Actual Procurement ’ '

3.4, The table below indicates the actual procurement of milk per day

vis-a-vis the targets of procurement fixed by the management during the
years 1969-70 to 1974-75:—

31
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Year Milk procured in lakhs of litres per day
Target Actual
196g-70 . . . . . 2-06 1°97
1970-71= . . . . . 1*81 1°72
1971-72 o . . . . . 1-82 173
1972-73 . . . . . . 1°73 1-59
1973-74 . . . . . . 0°9o o-78
1974-75 1-86 1'50

3.5. It will be seen from above that the targets and actual procure-
ment were constantly on the decline except in 1971-72 and 1974-75 and
that shortfall with reference to the targets was the highest in 1974-75.
Besides, the targets as well as actual procurement were far below the
processing capacity of 3 lakh litres per day envisaged under the first phase
expansion and that of 3.75 lakh litres per day under the second phase
expansion. The shortfall in the procurement of raw milk was made good
by the Management by the use of skimmed milk powder and butter oil as

per details given below:

(Quantity in tonnev)

Year Skimmed Direct Total Butter oil
milk powder purchase supplied
supplied under World
u& World Food
Food programme
Programme
1969-70 . . . . 889-70 1,624'80 2,514° 50
1970-71 1,979° 00 1,837° 30 3,816- 30 38380
1971-72 . . . . 3,035° 00 1,325 60 4,360° 60 916-80
1972-73 2,529°00  2,751-40 5,280- 4o 1,435° 40
1973-74 - 420231 3,556° 04 7,759°25  2,08516
197475 4,206-60  3,577°00 7,783° 60 1,425°00

3.6. While skimmed milk powder and butter oil reccived as gift from
the Wotld Food Programme did not involve outgo of foreign exchange,
use of skimmed milk powder by direct purchase resulted in outgo of
foreign exchange of Rs. 716.70 lakhs based on average c.if. costs during

1972-73 to 1974-75.
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3.1. The Management assigned (November 1974) the following reasoms
for shorfall in the procbroment of milk upto 1973-74:—

(a)

(®)

(c)

As a result of adverse climatic conditions which prevaded
in the summer of 1972 and were followed by widespread
drought conditions till the summer of 1973, the production of
milk temporarily declined steeply in the milk shed areas of
Delhi Milk Scheme.

With the decline in the production and availability of vegetablo
oils, the demand for pure ghee and other milk products,
increased significantly. This reduced the general availability
of milk and level of procurement not only of the Scheme but

also of many other dairy plants and milk product factories in
the country.

The Scheme has to face keen competition from a number of
milk product factories located in the vicinity of Delhi and
private dealers who are in a position of pay higher procure-

ment prices as milk products fetch higher unit realisation than
liquid milk.

3.18. In respect of shortfall during 1974-75 the Management gave
(November 1975) the main reasons as competition from private milk
products plant in the milk shed areas of Delhi Milk Scheme and successive

drought during the year,

39. In

connection with procurement of milk, the following features

deserve mention:—

(a)

The targets of procurement were generally fixed with reference
to the performance of the preceding year and the commit-
ments made or likely to be made by the contractors collectively.
No targets were fixed in respect of co-operatives and depart-
mental procurement. Only such of the contractors as accept
the standard terms of agreement for supply of milk, are enrolled
by the Management. The standard terms of contract provide
for the following:

(i) Supply of milk during lean season (from April to October)

at the rates ranging from 30 to 80 per cent of the quantity
required to be supplied in the flush season (from November
to March).

(ii) Furnishing of security deposits for due performance and the

cans supplied by the Scheme.

(ii) Levy of penalties on an ascending scale in the event of

short supplies.
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3.10. The co-operative societies are exempt from payment of security
deposits and levy of penalties and are also paid commission of rupee one:
over and above the rate payablc to the conttactors

3.11. Although detailed records are maintained by the Scheme to
indicate the extent of default made in the supplies of milk by each con-
tractor and co-operative society on day to day basis, the Scheme has not
compiled statistics relating to overall shortfall with reference to the overall
contractual commitments. A test check of the supplies made by certain
contractors in Bullandshahar and Meerunt districts of Uttar Pradesh and
Gurgaon district of Haryana during 1973 indicated the following position
in this regard:

(i) While the contractors of Bullandshahar and Meerut having
commitments to supply ten or more than ten quintals per day
fulfilled their commitments to the extent of 77.8 per cent and
42.2 per cent respectively, those having agreed to supply less
than ten quintals per day over fulfilled the contractual commit-
ments.

(ii) The fulfilment of commitment in respect of contractors of
Gurgaon was 101.3 per cent for those having agreed to supply
ten quintals or more per day and 92.6 per cent for suppliers
with commitment of less than ten quintals per day.

(b) The procurement of milk in the flush season (from November
to March) was also below the daily handling capacity of 3 Jakh
litrtes as indicated below:

Year Average procurenic nt
per day (in lakhs of
litres)

1970-71 . . . . . . . . . . . . 2-31
1971-72 . . . . . . . . . . . . 2:10
14y72~73 . . . . . . . . . . .. 199
1973-74 . . . . . 1°03
197475 R 2 64

e ————

(¢) The Scheme does not compile statistics relatxng to the procure-
ment of milk arca-wise and agency-wise. The information
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~ compiled by the Management at the instance of Audit indicatect
the following position:

S

" Area o - Amwiacovcralfpmcurcuwnt ,
" (Quantity in lakh Quintals )

- 196070 197071 1971-72  1972-73  1978-74 1974
Bikaner {Rajasthan ) . 0-20 - S 97407-5

a0 0°50 0-35 o018
Bulandshahar (UP) . 1°48 1-48 1- 31 1°57 055 1°45
Gurgaon (Haryana) . 275 2°52 2-3% 1-98 o 93 1°14
Karnal (Haryana) . 015 0°03 0-01 procurcment discontinued w. e. f
September, 1971.
Meerut (UP) . . 275 2°29 1-99 196 1-07 1-68
Mathura (UP) . . Departmental procurement commenced with effect
from 1974-75 0°0g
Sonepat (Haryana) . Do. 0:03
State Agencies . . Do. 039
Private Agenciee. . Do o 38
ToraL . . 720 652 618 5-86 2-68 5°64

Notes: 1. At Bikaner, Mathura, and Sonepat, procurement is made Ly

the scheme departmentally. The procurement at Xarnal is
through co-operatives,

2, The figures for 1969-70 to 1973-74 do not include the dats
relating to supply of condensed milk from Mehsana,

AGENCY-WISE
{Quantity in lakh quinta's)

Year 7 GURGAON MEERUT
Contractors Co-operatives Contractors Cooperatives
- No. Quantity No. Quantity No. Quantity No. Quanii
196g-70 NA. 2*70 N.A. 005 N.A, 21-61 N.A o 14
1970-733 . . 130 241 19 o1 77 2°17 5 012
197172 120 2-18 48 o-1g 186 1°'94 15 005
1972-73 . 8 170 29 0-28 141 1°91 12 0-05
1973-74 . N.A. 086 N.A. o007 N.A. 105 N.A. o-o%
5974-7% N.A. 114 NA. 0-004 N.A. 166 N.A. o-on

Notes : 1. The number of contractors and cooperatives in respect of  Bulundshar to-
gether with the quantities procured from these agencies scparately
were not compiled by the Management .

2. The data relating to number of contractors and cooperatives for 196g-704
1973-74 and 1974 -7% had alro not been compiled.
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- 3.12.. The following facts emorge from the detaiis givea above:

(i) The bulk of the suplics of raw milk is procured through the
agency of contractors; supplies through cooperative societies
formed an insignificant proportion of the total milk procur-
ed. Similarly, departmental procurement of milk was also
negligible in 1969-70, 1970-71 and 1973-74. .

(ii) Supplies through contractors in Meerut District of Uttar Pra-
desh and Gurgaon district of Haryana showed constant dec-
line in 1970-71 to 1973-74 over the data for 1969-70.
However, there was some improvement in supply of milk
during 1974-75.

(iii) Overall procurement of milk from Bulandshahr district of

Uttar Pradesh declined sharply to a level of 0.55 lakh quin-
tals in 1973-74 as compared with the range of 1.31 laxh
quintals to 1.57 lakh quintals procured during 1969-70 to
1972-73 and 1974-75.
There was improvement in overall procurement of milk from
Bulandshahr (Uttar Pradesh) Gurgaon (Haryana), Meearut
(Uttar Pradesh) and Bikaner (Rajasthan) in 1974-75 over
the figures for 1973-74.

3.13. (d) Up to January 1973, the Scheme was collecting data relat-
ing to the market prices of milk and milk products through its milk col-
fection and chilling centres. Thereafter, the data are, however being
<ollected from the Directorate of Economics and Statistics, Department
of Agriculture, New Delhi and the Bureau of Economics and Statistics,
Delhi Administration.

3.14, The procurement prices paid by the Scheme ranged between
Rs. 90 and Rs. 104 per quintal in 1971-72 between Rs. 95 and Rs. 110
per quintal in 1972-73, between Rs. 100 and Rs. 133 per quintal in
1973-74 and between Rs. 146 and Rs. 160 per quintal in 1974-75.

3.15. The Management stated to Audit in May 1975 that the private
factories were paying more than rupees 15 to 20 per quintal to the milk
suppliers over and above the basic purchase price of the scheme.

3.16. The Ministry have stated to Audit in April 1976 that till the year
1973 the purchase price of milk was being determined primarily accord-
ing to the economic law of demand and supply and also taking into con-
sideration the seasonal variations in milk production and general trend
in market prices of milk and milk products etc. Since February, 1973,
the prices were fixed after taking into consideration the approved whole-
sale/retail prices of agricultural commodities cattle feed milk and milk

products, etc.
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Measures adopted to step up procurement of raw miik -

3.17. In paragraph 3.33 to 3:36 of its Sixth Report (1971-72) the
Public Accounts Committee had inter alia recommended for taking ap-
propriate measures to step up procurement of raw milk. The Ministry
while accepting the above recommendation, apprised the Committee of
certain measures adopted in this regard vide parapragh 1.17 of the Com-
mittee’s Fifty-Seventh Report (1972-73). In November 1974, the
Management also intimated to Audit the details of measures taken to
augment the availability of milk for the Scheme. An appreciation of
the measures intimated by the Management is made below:

Description of the measures Impact

1. Government is considering the legal & The measures are «ill (November
administrative measures to prevent diver- 1975) under comsideration.
sion of milk from the milk shed area of
the Scheme to the product factories.

[The Ministry have stated to Auditin April 1976 that the Ministry of Industrial Deve-
1opment have notified that the milk procurement areas of the Industrial Undertakings engaged
in the manufacture of milk food and malted food would be governed under the Regulatory
Provisions of the Industrial Regulation and Development Act, 1951 and also entering such a
clause while issuinglicences. As there are no provisions in the Act, to take legal action for the
infringement of thelicence conditions Government is considering a suitable enactment]

2. In accordance with the provison made This request was made during November
under the World Food Programme project 1973 to January 1974 by the Scheme.
No. 618 (Operation Flood), the State  State Agencies of Haryana, Rajasthan and
Governments concerned with the Scheme’s Uttar Pradesh supplied 0- go lakh quintals,
milk procurement arca viz., Rajasthan, o' 13 lakh quintals and o- 16 lakh quintals
U. P. Haryana and Punjab were requested  of milk respectively during 1974-75.
to commence bulk supplies of milk to the
Scheme.

{The Ministry have stated to Auditin April 1976, that Punjab Diary Development Cor-
poration has now offercd to supply one tanker of milk daily of the Scheme. The transpor-
tation arrangements and other formalities are being worked out]

3. (a) The milk procurement policy was The rationalisation and liberalisation relate
rationalised and iberalised to encour- to the fixation of procurement prices after
age increased supplies of milk to the  taking into account not only market rates
Scheme. but also prices of feed fodder, etc., increase

in the commission payable to the contrac-
(b) Increase in the average annual pur-  tors and co-operatives reduction in security
chase prices of milk by 25 percent to d;ptl:sgs of the o;ontractots, mtrqduct:::
tin 1974-75. of slab system penalty as against
3o pereen 974773 uniform rate and rd'th of ty in
case shortfall was made good. e impact
of these measures could not be asessed
in auditfor want of data relating to default
in supplies, ctc., made by contractors/
co-operativesin 1974-75.
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& Special incentives and concessions to en- These refer to payment of higher rate of
: formation of more cooperatives commission to the cooperafives, fixation of
in the Scheme’s milk shed ares. - the percentage .of supplics inlean seasom
. at a ratc lower than that applicable to
contraétors, non-déposit of security etc.
In the absence of data relating to milk
supplied by the cooperatives in 1974~75,
the cffective-ness of this measure could
not be assessed.

5. Formulation of ial Scheme for cattle This refers to the utilisation of funds agree-
development and dairy extension in the gating Rs. 5397 lakhs payable by the
milk shed area of Scheme to be financed  scheme to Government for the supply
from the funds generated under World of skimmed milk powder under projects
Food Programme Projects 233 and 948. 223and  348. The original scheme

sanctioned in Scptember 1g70 for the
utilisation of these funds was not imple-
mented and a revised scheme was drawn
up in April 1972. This was formally sanc-
toned by Government in January 1975
and aims at additional procurement of
40,000 litres of milk per day. The scheme
is yet (November 1975) to be imple-
mented,

{The Ministry have stated to Auditin April 1976 that bulk of the amount of Rs. 53° 97
lakbs willbe utilised by the end of March, 1976}

6. Promulgation of Delhi,Meerutand Buland- 1In earlier years, the manufacture and export
shahr Milk and Milk producis Control Order of Milk and milk products outsid the
1974 with effect from Ist April, 1974. notified arcas was prohibited from middie

of May to middle of July. This period was

extended under 1g74 Order from Ist April

to 31st July. Further ban on export of

milk out of the notified arcas was exteneded

to 31st December, 1974. Itis not possible to

quantify the increase in supplies as a

r:lsuh of implementation of 1974 Order

one.

7. Commencement of departmental pro- The fresh arcas of milk tapped during 1974-7%
curement of milk, on a large scale from the were Mathura (U.P.) & Sonepat (Haryana)
fresh areas. The total milk procured from these areas

during 1974-75 was only 9166 quintals and
2662 quintalsrespectively.

[Paragraph 48 (4.1.1.-~4.1.4) of the Report of the Comptroller and Auditor General of
India for the year 1974-75. Union Government (Civil)}

Procorement Targets

3.18. Referring to the targets fixed by the Delhi Milkk Scheme to
procure milk for their Dairy, the Committee desired to kmow the basis
on which targets were fixed by them. The Chairman, Delhi Milk Scheme,
has stated during evidence:

“The target is fixed for purposes of budget because we have to
provide certain sums of money for procurement of milk and
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milk ingredients like butter oil and skimmed milk powder.
'We bave to anticipate how much fresh milk we can get and
therefore, how much skimmed milk powder and butter oil
would be required. Then, we have a fair judgement of the
weather conditions that would prevail in the next year. Tak-
ing all these, we formulate a proposal and on this basis, we
prepare the budget estimates and the targets are fixed.

About the actual target being achieved, we have to frame these
targets about six months before the commencement of the
year in question. The budgets are prepared in septem-
ber/October in the previous year. The year begins in April of
the following year and six months before that, to judge very
uncertain things like climatic conditions, what will be the
price situation and all that, is a very difficut task. But still
we try to exercise the best judgement.

3.19. At the instance of the Committee, the Ministry of Agriculture
and Irrigation (Department of Agriculture have furnished a note stating
that during 1975-76 against the target of 2.23 lac litres of milk, the
Delhi Milk Scheme procured 2.13*lac litres of milk per day. The average
procurement of milk per day in the flush season (November—March)
of 1975-76 was 263 lac litres. Besides this, an average quantity of 0.22
lac litres of milk per day was delivered to the Second Diary Plant. Hence.
the overall average procurement of milk in flush season was about 2.85
lac litres per day. The total quantity of milk procured during 1975-76
was 776.50 lac litres. Agency-wise figures are given below:

Quantuty in Percentage of total
lac litres procurement
source-wisc
(1) Directly from farmers departmentally. | . 166- 84 21° 49 ?
{2) Cooperative Societies y
(a)} Received dir-ctly by D.M.S. and through j .
State agencies. . 190° 90 31°54 53°03°%%
(b) Diverted to Second Dairy Plant. . . 54° 04
13) Milk Procured from contractors. . . 164 72 46°97

Torav : . . . .. 776° 50

*This includes 0.148 lakh litres divert 'd to 2nd Dairy
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3.20. Explaining the reasons for low procurcment of milk in the past,
the Chairman, Delhi Milk Scheme has stated during evidemce:

“The problem became very acute from 1970-71 onwards, because
the capacity of the existing milk product factories expanded.
One or two factories came up in the vicinity of Delhi. The
position worsened in all areas. The climatic conditions were
adverse and the availability of milk fell considerably. We
took up the matter with our own Ministry and the Ministry
of Industrial Development. For the last 4 years, there has
been continuous correspondence going on; and we had a
series of meetings in the Ministry of Industrial Development,
with the senior officers and even with the Minister. There
is active thinking as to how to prevent the milk product
factories from encroaching upon the DMS’s working.  As
a result, it was felt that they should not encroach into the
DMS’s milk shed. It was accepted in principle that if they
do so, administrative and legal measures will be taken.”

3.21. In a note dated 7 May, 1977 furnished to the Committce, the
Ministry have stated that 2,25,426 litres of milk was procured during
March 1977 on an average per day.

3.22. The Committee enquired about the source of procurement of
milk for the Delhi Milk Scheme. 1In reply the Chairman of the Delhi
Milk Scheme has stated during evidence:

“When the DMS came into cxistence in 1959 the traditional
source of milk supply for the entire region including Delhi
were the milk suppliers or traders. Milk producers’ societies
were hardly in existence then and there was very little alter-
native left. Subsequenty, the milk producers’ cooperative
societies commenced under the State and Centre sponsored
programmes. In the last six or seven years, some of these
societies were finding it difficult to compete with the tradi-
tional milk contractors, but determined efforts made in the
last few years to encourage these societies to function in an
economically viable manner and face the competition of the
traders, have now started yielding very good results. As
far as DMS is concerned, we have taken a number of deci-
sions to encourage these cooperative societies, give them
better treatment than the other suppliers, and even reserved
aregs exclusively for milk procurement from the cooperatives
or from the farmers, no intermediaries being involved. With
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all these measures, the percentage of milk procured in 1970-
71 from the cooperative societies or State agencies which
was around 8 per cent of the total has, in the quarter ending
March, 1976, now risen to as much as 68 per cent, which is
above a ten-fold increase in percehtage and a very substantial
performance. We are continuing to make these efforts. The
main difficulty is to put these societies on a sound economic
footing. That has to be dope by the State Governments
concerned with the help of the Central Government and agen-
cies like the National Dairy Development Board who are send-
ing spearhead teams. Already we have .taken a policy decision
that wherever cooperatives come up to us for milk supply, we
will not accept it from private agencies. We also give a num-
ber of facilities and concessions to them. I am sure the pro-
gress will be even better in future.”

3.23. As mentioned earlier, the total milk procurement during the year
1975-76 was 776.50 lakh litres. The source of this procurement area-wise
and district-wise is given in the following table:

State District Contractors Direct from
farmers
through
Coop. State
agencies.

1 2 3 4

{Figures of milk procurement in lakh
litres)
U.P. . . . . . Meerut 108-23 29° 58
Bullandshahr 81- g0 5°33
Etah 7" 34
Mathura .. 68 0g
Agra .. g* 46
Rajasthan . . . . . Bikaner .. gb- 13
Bharatpur 16-19
Ajmer .. 4115
Jodhpur N 17°98
Alwar .. 17°10
Bhilwara .. 17°29

Jaipur . 322
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4
Haryanna . . . . . . . Sonepat ... . 8-23
Gurgaon . 124" 89 .
Ambala - o-g8
Rohtak 1584
Karnal 14° 06
Punjab ° . ° . B . Ludhiana - 516
Jullunder 1° 32
Ferozepur 1261
Delhi . . . . . . . Delhi - 21-48
364 72 357" 74
Milk procured by Dethi
Milk Scheme : 722° 46
Milk diverted to Second
Dairy Plant : 54° 04
Graxp ToraL : 776° 50

Daily milk procurement : 2- 13 laclitres.

3.24. In a written note furnished to the Committee, the Ministry of
Agriculture and Irrigation (Deptt. of Agriculture) have stated that during
1975-76 the Second Dairy procured 55.71 lakh litres of milk. This whole

quantity of milk was procured through cooperative societies.

Procurement through Co-operatives

3.25. During 1975-76, the Delhi Milk Scheme procured 244.94 lakh
litres of milk through co-operative societies and it accounted for 31.54 per

«cent of the total procurement of 776.50 lac litres during the year.

3.26. The Audit has pointed out that no targets for procurement of milk
through caoperatives were fixed by D.M.S. Explaining the reasons for this,

the Chairman, D.M.S. has stated during evidence:

“The position at present as far as all the cooperatives that are func-
tioning in this area are concerned is that they are giving milk
cither to the DMS or to the cooperative agencies or to the
State Dairy Corporations like Haryana and Punjab. There all
the milk of the cooperatives is being picked by the State Dairy
Corporations. In U.P. the provincial Dairy Corporation is
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picking up the milk from the cooperatives. There are some
cooperatives who are giving milk to the private parties. Such
cooperatives will have to be revamped by the State Govern-
ments. At present, the problem is that we do not have any
cooperatives left, to give us milk. They gave milk either to the
State agencies or to us. We have to form our own coopera-
tives. If there are some old, defunct ones, the possibility of
reviving them is there; bui it s rather remote. We have to
form more cooperatives in an orcanized way. The Govern-
meny is trying to do it during the last two years. There were
the Operation Flood and other special programmes to form
these cooperatives. We have given an open offer that as and
wnen they are formed, we will pick whatever milk they have
and we have given a number of concessions.”

3.27. 1n reply to another question, the witness has added:

“Certainly we can have a target but till now there has been so much
of an uncertainty about it. because when we were developing
the cooperative societies, we could not anticipate the results
of the ensuing vear, so far as this effort was concerned. But
from now on, we would formulate a separate target for coope-
rative societies.”

3.23. The Commiitee desired v krow the total number of organised
cooperative societies functioning within the D.M.S. areas and how many of
them were supplyving milk to the Delhi Milk Scheme. The Ministry in a
note furnished to the Commitiee have stated as under:

“The total number of organised socicties functioning in the D.M.S.
Shed Arca is not available with us. However, the position
about the supply of milk to D.M.S. by the cooperative societies
in the States of Haryana, Rajasthan, Punjab and Uttar Pradesh
is given below:—

(i) Harvana: All the milk received from Haryana Dairy Develop-
men' Co-operation is fron: Co-operatives Societies of the milk
producers in the Distt. of Gurgaon, Rohtak, Sonepat, Karnal,
Jind and Bhiwani etc.

(ii) Rajasthan: The total quantity of milk being reccived from
Rajasthan is through the Distt. Co-operatives of Bikaner,
Alwar, Jodhpur, Bhilwara. Jaipur etc.

(iii) Punjab: We are receiving milk from Doalla Cooperative Milk
producers union, Jullundur, from their M.C.&C.C. Khatkhar-
kalan and all the milk received from P.D.D.C. from their
Ludhiana Plant is collected through Cooperative Societics.

3107 LS—4.
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(iv) Uttar Pradesh: Besides, Pradeshik Cooperative Dairy Federa-
tion we are receiving milk from primary/secondary coopera-
tive societies at our M.C.&C.C. situated in the Distt, of Meerut,
Bullandshar and Mathura.

(v) Recently 6 cooperative societies have been organised in cat-
tle colonies in the Union Territory of Delhi.”

3.29. When the Committee pointed out that many of the co-operative
societies were bepami organisations where the contractors or rich people
in the countryside utilised co-operative socicties for their own advantage,
the Managing Director, Indian Dairy Corporation, has stated during evid-
ence:

“We have adopted a by-law under which nobody can be a member
of the cooperative society who is not a producer and has not
supplied milk continuously for 200 days in a year. Secondly
if any member trades in milk, he ceases to be a member of the
cooperative society. In this way, the cooperative society
remains as a producers’ society, not a contractors’ society. It
is for the State Government to see that this particular by-law
is adopted and enforced by the cooperative socicty in order
to see that there is no chance of any trader or <ontractor
coming into this type of couperatives.”

3.30. Explaining the position further, the Managing Director, Indian
Dairy Corporation added:

“When we came into the picture of organising the right 1vpe of co-
operative societies we found that in many of the States, in many
villages and districts, there were socictics which were not really
producers’ societies. Therefore. wherever we are organising
cooperatives for the Delhi Milk Shed or other dairies in other
metropolitan cities, we discuss it with the State Governments
and tell them to change the by-laws. Instead of depending
only on the persons who are registering the society from 1.D.C.,
we send a team of persons there to see that the cooperatives
are formed properly. In each village, there is only one coope-
rative society so that there is no competition from others.
These societies are federated at the district level to what are
called the unions. It is two-tier system. It has proved very
successful in various districts of Gujarat. We have adopted
it as a model to be implemented in other States. Wherever
we have so far organised these societies on this pattern, there
is no problem of contractors coming in. We are persuading
the State Governments to form similar societics.”
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3.31. The Committee enquired how far the Government had been suc-

cessful in establishing producers’ cooperative societies and Unions in the
milk-shed of DMS and in the various Zones of the different States for the
supply of milk to the Delhi Milk Scheme. In reply, the Ministry have ex-
plained the position thus:

“The establishment of producers cooperatives societies and Unions
in the milk shed of DMS in the various States is a State sub-
ject and as such the DMS was not concerned with this subject.
However, the respective State Governments over the last 2-3
years have made concerted efforts to organise the primary milk
cooperatives and district cooperative societies of milk produ-
cers in the District of Gurgaon, Sonepat, Rohtak and Karnal
which are included in the milk shed area of Delhi Milk Scheme.
In Rajasthan milk cooperative societies have been organised
in the districts of Bikaner, Bhilwara, Alwar, Jaipur, Jodhpur.
The milk unions'cooperatives established in the aforesaid Dis-
tricts have executed contracts for supply of milk to the Delhi
Milk Scheme.

The Pradeshik Dairy Cooperative Federation of Uttar Pradesh
under the “Operation Flood™ Programme has organised milk
collection through cooperative societes in Meerut District of
Uttar Pradesh and has executed an agreement for supply of
milk to the Delhi Milk Scheme and Mother Dairv  of the
Indian Diary Corporation. Simulariv milk cooperatives at vil-
lage leave has also been organised in Puniab & Haryana and
are supplying milk to D.M.S. whenever it has been surplus to
their requirement specially in Winter season.

The procurement of milk through the cooperative societies district
cooperatives etc. is on the increase as  would be observed
from the figures of milk procured from them in the last two
years.

Year Quantre of Mik in lacs 'tures,
167475 27
1655-26 I

3.32. The Commitice enquired whether it was a fact that the same

group of people come forward to supply milk as contractors, as farmers
and as office bearers of the co-operatives. In reply, the Chairman of the
Delhi Milk Scheme has informed the Committee as under:

“We have had cases where the ccoperative office bearers have func-
tioned practically as contractors; where the cooperatives did
not have a base in the village or at the grass root levels. They
function like a contractor and sell the milk to private parties
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rather than to DMS, but then such cooperatives do not really
serve the purpose. But probably it is difficult to find out
whether the same person is functioning as contractor, farmer
as also in the cooperatives.”

3.33. In reply to another question, the Chairman of the Delhi Milk

Scheme has mentioned the following steps taken by them to remedy the
situation:

“We wrote to the State Government, Cooperalive Department about
this. But the real solution is that their bye-laws should be
modified and they should not be permitted to do that. These
cooperatives become an agency for contractors in the winter
season to funncl surplus milk to the DMS. Instcad of getting
into agreement with us. they will funnel their surplus milk
through them. They take advantage of the lenient policy that
we have for cooperatives. There are cooperatives of that type,
which are really not cooperatives in the rcal sensec.”

3.34. The Commitiee asked about the concessions given to the
Co-operative societics. The Chairman of the Delhi Milk Scheme has
stated:

“We give certain concessions to the cooperatives.  The first conces-
sion is the higher rate of commission. We pay one rupee morc
to the cooperatives than the normal rate of commission.
Then normally, the supplies have tn keep a certain  security
deposit with us. Thev have surplus milk in winter. But
thev do not want to supply full quota of milk in summer
because thev get a better price in the open market.  We tie
them through & round-the-vear supply contract by getting
security deposit  and retaining  some milk price from them.
For the cooperatives. we have relaxed the security  deposit
condition.  No sccurity  deposit is taken from  them.  We
presume that the cooperatives will try to fulfil their agreement
that thev will give us all the milk thev handle and that they will
not market it to anvbody else.  Thirdly, about the penalty. if
they give us all the milk that they are handling. we do not levy
any penaitv.  If the contractors do not fulfil their quota, we
have a graded scale of penalty which we levy on them to
prevent them from diverting milk to the open market. We do
not levy any penaity on the cooperatives provided they give us
all the milk they are handling.”

3.35. The Audit has pointed out that in the absence of data relating to
milk supplied by the co-operatives in 1974-75, the effectiveness of these
measures could not be assessed.
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3.36. Asked about his experience of the working of the Anand Dairies,
the representatives of Indian Dairy Corporation has stated during evidence:

“The Anand pattern cooperative society has proper by-laws which
eliminate not omly the contractors but also other vested
intcrests. There is a society in each village and these are
federated to what is known as a Union at the district level.
This is a two-tier system. The wunion at the district level
provides the infra-structure for procuring, processing and
distributing milk. The union has also a cattlefeed plant and
the animal husbandry centre so that the organisation which
procures milk, channclises the inputs at a lower cost. The
procurement organisation meets the producer twice a day. We
reccommend this model, this pattern to the State Governments.
Many of the Statc Governments had not got this type of
organisation before. Naturally, there was some inhibition in
the beginning. Gradually we have organised very good socie-
tics, at Bikaner, Alwar, Meerut, Ludhiana and Rohtak. When
we started organising these societies, we found that the State
Governments were willing to accept this pattern. The State
Governmemts did accept it. But what happened was this.
The implications of it meant that the organisation had to take
over thc management of the dairy and the infra-structure. That
came in the way. Gradually, the State Governments are realis-
ing the benefits of forming this type of organisations. It has
become quite successful.”

3.37. The Committce desired to know whether the system of
procurement and distribution  of milk as adopted by Anand Dairies had
been adopted by the Indian Dairies  Corporation.  In reply, the Ministry
in a note furnished to the Committee have stated:

“Anand Pattern is based on the cooperativisation of dairving. The
beginning is made by defining a milkshed area having 1,25,000
milch animals distributed in villages which. on an average have
200-250 milch animals. The primary milk producers in these
villages are organised into village cooperative societies. Initial-
ly thesc socictics arc provided with the capital equipment
required to start the socicty and for the quality testing of milk.
Such cooperative societies are federated into a  district  level
cooperative Union. Bye-laws of the societies are such that
only actual milk producers can become the members. For
effective working of the society it employs a stafl of 3—6
persons depending upon the volume of milk produced.
Executive Committee of the society, consisting of nine
honorary members, controls the functioning, liabilities and
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asscts of the society. In addition to procuring of milk the
society also provides inputs like veterinary first aid, artificial
insemination, milk testing and ensures daily payment of milk
received on quality basis. The District Union provides active
support for the activities of the primary societies. The
district Union handles the function o! timely transportation of
milk from the societies, twice daily, through hired trucks
processing and marketing of milk; and in addition provides
major inputs like balanced cattle feed; liquid/frozen semen for
artificial breeding of milch animals, veterinary and preventive
health cover, subsidised fodder sceds, calf rearing subsidies
etc. The district union owns the Dairy Plant. the Cattle Feed
Plan and all other input machinery discussed above. Union
also arranges the continuing and concurrent audit of the primary
societies and the union with the help of State Registrar of
Cooperatives. Since the Anand Pattern dairies are rural
feeder balancing dairies the volume of fluid milk distributed by
such dairies is limited. ‘Anand Pattern’ however, advocates
distribution of processed milk in bulk in cans and/or through
the bulk vending machines. These being the most inexpensive
mode of milk distribution, are preferred to other systems in-
cluding bottled milk. The Anand Pattern has been advocated
by the Indian Dairy Corporation in respect of almost all the
milk projects supported by them in various State.”

Procurement through contractors

3.38. At present the Delhi Milk Scheme is procuring the higest quantity
of milk from the Contractors as compared with cther agencies. During
1975-76, as much as 364.72 lakh litres of milk was procured from the
Contractors and this accounted for 46.97 per cent of the total procure-
ment during the vear.

3.39. Comparing the advantages of procurement from the Contractors
as compared to other agencies, the Chairman, Dethi Milk Scheme has stated

during evidence:

“The contractors have certain advantages over Government as well
as cooperative organisations. They have flexibility of action.
(1) they can offer prices which Government organisations or
even cooperative organisations may not be in a position to offer
because the prices at which they sell milk in Delhi and Mcerut
are such that they will be able to fetch much higher prices for
that milk. (2) they are not very quality conscious. If the
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milk is not very good, the contractors can buy and sell it. But
the cooperative societies and State Agencies are very careful
about quality. (3) they can advance loans. Most of these
contractors give interest free loan. But the Government or-
ganisations cannot give such loans. Nevertheless we have
been able to procure record level of milk this year and even
in the previous year. We have also earmarked areas where
we will not allow any contractors to supply milk to us. We
will buy miltk through cooperative and milk producers.”

3.40. In reply to another question, the respresentative of the Delhi
Milk Scheme has added:

“The present position is that the Delhi Milk Scheme takes care of
about 45 per cent of Dethi milk requirement. As far as the
other dairy is concerned, they are taking care of about 20 per
cent of the requirement of milk, The balance requirement
has to be mct through these contractors. They have had a
wholesale market in Delhi, Chandni Chowk and Joshi Road
ctc. They bring their milk there. They have provided retail
distribution depots for the supply of milk. Then they supply
milk to individual houscholders.”

3.41. Asked to state how the contractors were able to pay attractive

prices to the producers, the Chairman of the Dethi Milk Scheme has
stated:

“They are selling milk at Rs. 2.50 per litre whereas we are selling
it at Rs. 1.30 per litre. We buy milk from the same place.
They are not quality conscious. We ensure that the quality
should be good.  They sell milk which is not of the right
quality.”

3.42. The Committee have been informed by the Ministry that in
order to ensure that the milk supplied by the contractors is of the requi-
site quality as provided in the contriacts. deduction at the prescribed scales
are made from the milk price in case the Fat & SNF contents in the milk
cupplied are below the standard. Generally the quantities of sour milk
and good milk containing either fat content below 5. or SNF content
below 87, if accepted, are paid for only on cream basis and no commis-
sion is paid in respect of such quantities. In casc of contractors/bulk
suppliers sour milk is being accepted four times during a month at reduced
rates. Howcver. wef. 25-4-74 instcad of 4 times the sour milk on
penalty basis is being accepted at the fixed rate less Rs. 10/- per quintal
for supply of milk cquivalent to 3 days average daily supply during the
calendar month and the next three davs of the fixed rate less @ Rs. 15/-
is accepted, while the remaining sour milk is paid on cream basis.
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3.43. In case of cooperatives, in order to give encouragement to the
cooperatives and with a view to procure more milk, generally sour milk
upto 109; of good milk is accepted. However in exceptional cases quan-
tity in excess has also been accepted e.g., in case of Northern Rajasthan
Dugdh Utpadak Sangh Bikaner primarily for the reason that these co-
operative institutions are still in the nascent stage and have vet to acquire
the requisite infrastructural facilities and necessary technical expertise in
handling milk. In case these clauses were enforced stringently it would
have caused undue financial hardships to the members of primary milk
Cooperative Societies in the drought-prone arcas of the Rajasthan Stute.

3.44. In case the milk supplied is not chilled according to the standard
as provided in the contracts, penaltics at the prescribed rate are imposed
and deduction made from the milk pricc bills.

3.45. For the short supplies of milk, penalties at the rates indicated
in the agrcement are imposed. For weekly short supplies of milk upto
207, a penalty of Rs. S - per quintal. for short supplies between 20 to
409, Rs. 7/- per quintal and for short supplies above 407 the penalty
of Rs. 10/- per quintal is imposed. The account of deduction of penal-
ties has been appropriately maintained. However, accounts in respect of
refund of such penalties have not been maintained.

3.46. The penalties imposed for the last 5 years as prepared from the
registers are given below:

/Rs.}
1971-72 . . . . 2.93.630° 15 7 Amount of penaltics  refunded hac not
1972-73 . . . L R.TO.470° 11 ' been  excluded.  The amount  of
197374 . . . . $.5%.713° 52 $  penaley during 1974-95 s on lower
197475 . . . . 2,73.845° 735 : side ax compared 1o three  vears
1975-76 . .45.000° 00 ] because amount  of penalty 1-4-73 10

1-10-74 was limited  to the amount
of securitv deposit due o drought
Il conditions

3.47. The bulk milk suppliers are required to furnish the security
deposits according to the following scales:

{iy For the committed quantities upto 25 quintals per dav. Rs. 10.0004-
(it} From 26 quintals 1o 50 quintals per day . Rs. 15.000:-
(itiv 51 quintals to 75 quintals per day. . . . . Rs. 20,000/-
(ivl 76 quintals tn 150 quintals and above per day * Rs. 25.000!/-

3.48. The monetary equivalent of 3 days milk supply of the contracted
quantity plus 509, of the amount earned as commission during the winter
season (November to March) are to be kept with Delhi Milk Scheme as
security deposit.
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Procurement from farmers Depcrimentally

3.49. The Delhi Milk Scheme is procuring milk directly from farmers

deoartmentally also. During 1975-76, as much as 166.84 lakhs litres of
milk was procured departmentally,

3.50. The Committec enquired how far procurement of milk depart-
mentally was successful.  The Chairman, Deihi Milk Scheme, has stated
during cvidence:

“In the last year 1975-76, 21.49 per cent milk we have procured,
through these departmental efforts. Two or three years
carlier, it was next to zero. What we have to do is to estab-
lish collection points near the villages. We have trained staff
and posted them there for this purpose.  We are making
payment to the farmers in the villages themselves so that they
do not have to come here. We are now providing certain
points from where the milk can be distributed till it is picked
up by the tunkers. We are trying to develop certain facili-
ties. In two ycars' time, we have reached the target of about
24 per cent of our total milk supply.”

3.51. The Committee enquired whether the Delhi Milk Scheme has
sought the cooperation of the people who are engaged in milk trade to
supply milk to the Dethi Milk Scheme. The Chairman, Delhi Milk
Scheme, has replied:—

“Ahout all these people who are traditionally in the milk trade
at the village level. the poor propic. not the traders who
operate as intermediaries. we have been in direct contract with
them. We use their services more or less entirely for centres.
We enter into contractual agrecements with them for supply
of small quantities of milk to us to the extent thev can handle
milk. It ic this section of the community on which we are
heavily relving for the purpose of departmental procurement.
Even for cooperatives where the local primary cooperative
societies arc there, the milk procurement in the villages is
largelv done through these very people. So. both for depart-
mental procurement as well as for cooperatives, it is this sec-
tion of people who are engaged in milk production as well
as in the traditional milk supply at the village level who are
being involved.”
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3.52. In response to a further query, the Chairman, Dethi Milk
‘Schenie has added:

“The people who are trzditionally engaged in the milk trade are
supplying milk to the Delhi Milk = Scheme as small contrac-
tors and bulk milk contractors. The field officers from the
Headquarters furnish regular reports of visit to the milk shed
area, survey conducted by them with respect to the number
of milk producers/suppliers contacted and steps taken to in-
crease the milk procurement.”

National Grid Scheme

3.33. The Committee asked how far the national grid scheme has
helped in improving the procurement of milk. The Secretary, National
Dairy Development Board, has stated:

“The idea of the national grid scheme is to procure milk from
surplus areas and supply it to deficit areas. But there is the
difficulty of seasonal imbalance. The cows and buffaloes
give more milk in one scason and less in other season. For
this it is necessary that we should have storage arrangements.
Movement facilities for bringing milk from long distances are
also necessarv. Over and above this, there is a need for
coordination bodv which can coordinate all these things and
also fix the price.”

3.4 In reply to another question, the Managing Director, Indian
‘Dairy Corporation has further added:

“We have already started. During the lean season, milk will be
coming from Gujarat. Maharashtra has been able to procure
large quantities of milk from its rural areas. It is dependent
less on Gujarat. In Gujarat, the demand is less; so milk is
coming from Gujarat to Delhi twice a week. Tf the demand
in Delhi is more, the intensity will be increased. But this is
only a rudimentary part, in order to huve a proper forecasting
of the milk requirements during lean season in deficit areas,
the quantity available in surplus areas and fixation of prices
are to be determined. So fir as Declhi is concerned. it is
situated in the midst of a milk surplus area. As a matter of
fact, 7 or 8 lakh litres of milk are already available to Delhi
through a particular system. The bulk of it is obtained
through traditional sources. Thus they are commanding the
markets; at the moment Delhi Milk Scheme has not been
able to have that command. because of various difficulties.
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When the new dairy comes about, the organised dairies in-
cluding Delhi Milk Scheme can have a commanding share;
and if the prices are rationalized, Delhi Milk Scheme will be
able to procure more milk for its dairy.”

Milk Product Faclories

3.55. Under the Industrics (Regulation and Development) Act, 1951,
not only the private milk product units but also units under the public sector
have been licensed to manufacture milk products like skimmed milk powder,
whole milk powder, baby food and malted food etc. There are a number of
units which are situated in the vicinity of Delhi Milk Scheme shed areas.
According to the Audit para one of the reasons for shortfall in the procure-
ment of milk is that the Dethi Milk Scheme has to face keen competition
from these units located in the vicinity of Delhi and private dealers, who are
in a ‘position to pay high procurement prices as milk products fetch higher
unit realisation than liquid milk,

3.56. The Committee desired to know the extent to which procurement
of milk by Delhi Milk Scheme had been hampered during each of the last
3 years duc to existence of some milk-product units in and around Delhi.
In reply. the Ministry of Agriculture and Irrigation (Department of Agri-
culture) in a note furnished to the Committee have stated:

“It is not possible to quantify the extent to which the milk procure-
ment of Delhi Milk Scheme was hampered as a result of drawal
of milk by the various milk plants or milk product factories,
located in the vicinity of Delhi. However, in November and
December, 1973 it was estimated that about 1.32,000 litres of
milk was being drawn by these factories per day from Delhi
Milk Scheme milk shed areas.”

3.57. The Committee enquired as to what steps the Ministry of Industry
and Civil Supplies had taken in regard to the licensing of these units.  In
teply the representatives of the Ministry of Industry and Civil Supplies has
stated during evidence:

“I would like to answer your question in two parts.  Firstly, we have
a policy for the future, and secondly, we have attempted to
evolve a procedure for dealing with past cases.

In regard to the future policy, what we have been doing for some
time now and what we propose to do in future is that for any
party who wishes to set up any scheme for conversion of n.x'llk
into milk products. whether it is condensed milk, dried rml’k,
milk powder or any-thing clsc, we first of all consult the Minis-
try of Agriculture and also the State Government. and depend-
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ing on whether or not the scheme would be operating in the
mulk-shed areas which are to be earmarked for supply of liquid
milk to the urban population, we reject or accept the applica-
tion, it is subject to very stringent conditions.

1 would like to read out some of the conditions that have been

imposed on parties who have been approved recently. The tirst
condition is:

“You will be required to undertake a speciic programme of
action for intensive dairy development for milk production
in the areas allotied first to generate at least 50 per cent of
the requirement of milk within a period of five years.’

That is to say, apart from the fact that they are not allowed to
go into arcas irom where milk is drawn {or mceting the re-
quirements of the urban population we stipulate that they must
start development of dairy farming in the arecas where from
they get their milk.”

3.58. The witness has further added:

“We did not in the past impose these conditions. As a matter of
fact, this was not even a scheduled industry initially and there
were parties who were having dairy farms and milk product
units in this area even before we had the Industries (Develop-
ment and Regulation) Act.  As a result of this situation,
milk product factories which were in cxistence beforc we even
had the Industries (Development & Regulation) Act. were gihven
permission letters to carry on thelr business, but at that point
of time in 1951 when we did this, we did not specify any
capacity.  Now lately we have called these people and asked
them to apply for what is called “Cartry-on-Business™ Licence,
and in their applications these parties have asked for certain
capacities. To our knowledge, in the case of some parties the
application is in excess of what we would deem to be justified
in terms of the requirements of the DMS and other schemes.
Therefore, we, in the Licensing Committee, allowed a certain
capacity to some of these parties. There is one particular
instance where the party has pone on a writ petiticn to the
High Court and has got a stay order.”

3.59. Asked whether the Dethi Milk Scheme faced any competition
from Glaxo and other such big units, the Chairman, Delhi Milk Scheme,
has stated-

“We had quite a lot of difficulty with the Glaxo because they were
procuring milk from the DMS milk shed area, like Bulandshahr,
Mathura and other places. The Glaxo has been a problem
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for us.  There are actually 11 factories around Delhi. Some
of them were in existence before 1970. When they took a
decision in 1970 to regulate the units by giving them C.O.B.
licences, in respect of those which were there before 1970,
there was no condition in their licences to the effect that they
should not procure from DMS milk shed areas. In respect of
those which came up after 1970, there is such a condition laid
down. But the problem js that of enforcement.  About the
Glaxo, we have had many probicms. There are also other

factorics in the vicinity of De'hi, like Muzaffarnagar, Saharan-
pur, Etah.”

3.60. The Committec enquired whether the multi-national units like
Glaxo and others requested the Department of Industrial Development for
cxpansion of their licensed and installed capacity  when

there was acute
shortage of baby food as well as milk in the various

parts of the country
and whether Glaxo was given oxtra facilities and chances to expand their
unit.  In reply. the Ministry of Industry and Civil Supplics have furnished
the following note:

"M/ Glaxo Laboratorizs Ltd were the only multi-national unit
operating in the milk-shed arcas of DMS.  They were issued
an industoal licence for the mannfasture of infant milk food
in 1961 for a capuacity of 2500 tonnes per annum.  Subse-
quently in 1970 they sought expansion of capacity from 2500
tonnes to 4000 tonnes.  In aceordance  with the policy  then

rrevailing they were granted an industrial Jicence raising their
capacity to 4000 tonnes for manufacture of baby food. No
extra faciliice  were  provided to this unit in respect of their
expaasion application ™
3.61. The Committee desired to know when the Delhi Milk Scheme has
its own milk shed arcas declared, does it not ipsa facto imply that the right
in regard to milk procurement  wou'd  automatically vest in Dethi Milk
Scheme rather  than in anv  orher competing unit which might be doing
business there.  The Chairman. Dethi Milk Scheme. has stated:

“It should be like that. But it do2s not happen Tike that.  The milk
shed idea is that new unity which obtain licences are precluded
from procuring milk from that arca. It is largely the old units
which orerate there.”

3.62. The Committce further desired to know if the Dethi Milk Scheme
had brought their difficulties to the notice of the Mmistrv - of Industry

and Civil Supplies. To this. the Chairman, Delhi Milk Scheme. has de-
posed:

“We started the process of carresponding with the Ministry  of
Industry as well as our own Ministry in January, 1972, But
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the problem assumed acute proportions in 1972-73 and 1973-
74 which were drought years when the eavailable milk supply
was drawn away by these factories. We were facing a tremen-
dous problem of trying to maintain our milk supply. At that
time, we took it up at avery highlevel. The Ministry of Indus-
try convened a number of meetings with the factories. We
were also there.  We have been thrashing out the issues across
the table. Certain agrecments have been arrived at in those
meetings. Both the Industry Ministry and ourselves felt that
these would be acted upon by the factories. But, unfortunately,
by the force of economic circumstances. they continue to in-
trude into the DMS milk shed arcas. We have suggested that
there should be an amendment to the Act so that we are able
to enforce it more vigorously.”

3.63. Asked if there were sufficient leeal powers available to make use
of, as and when required. in regard to intrusion into DMS milk shed areas,
the representative of Ministry of Industry & Civil Supnlies has stated dur-
ing evidence: )

“The Industries Development and Regulation Act at present gives
inadequate legal power to Government to meet the situation.
T believe the penalties  are by wayv of a maximum  fine of
Rs. 5000 and an imrrisonment upto six months, As faras the
imprisonment is concerned. it may be in respect of the Manager
and not the owner. The poor Manager mav  be  changed.
Therefore, we are proposing to bring in in amending bill in
the Monsoon Session of Parliament. W: propose to  take
certain powers in order to see that we are able to  enforce
conditions of the licences which are given to private partics.
We have, of late, in consultation with the Department of
Agriculture, woken up to the need for laying down very strin-
gent conditions for parties who are given livences fer manu-
facturing milk products. In so far a< future cases are concerned,
therefore. we can be reasonablv certain that the parties appro-
ved for manufacturing milk product would not impinge upon
the supplv of urban milk. whether it is the DMS or any other
scheme. We arc hopeful that this problem would be minimised
in future. Tt so happens that there is a haac-over of past when
we did not follow this stringent policy.”

3.64. Supporting the idea of amendment of the Industeies (Develop-
ment and Regulation) Act, the Chairman. Dethi Milk Scheme, deposed:

“The Ministry of Industrial Development is thinkine of amending
the Industries (Development and Regulation) Act, because the
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present Act does not provide for follow-up or penal action to
be taken in case the licencee defaults in complying with the
licence conditions. It would be helpful if these are incorpora-
ted in the Act that he should not procure and if he does it,
there should be enabling clauses for taking penal actien.”

3.65. A decision was taken in 1970 to regulate the units by giving them
‘Carry-on Business’ licences in respect of those which were there betore
1970. Asked whether any new licences were given after 1970 for setting
up factories in the Dethi Milk Scheme area, the representative of the Minis-
try of Industry and Civil Supplies has stated:

“Two licences have been given in the total arca of procurement of

milk by the DMS after 1970, but these licences have been
given in consultation with the Ministry of Acriculture. As {75
as we are concerned, I must frankly confess that we do not
know what particular arca will be the milk shed area of the
DMS; they might like to expand it from time to time, There-
fore, we have to consult the Ministry of Agriculture.”

3.66. According to the information furnished to the Committee by the
Ministry of Industry & Civil Supplies there are the following 9 milk pro-
duct units in the organised sector located in the milk shed areas of Dethi
Milk Scheme:

1.

tJ

‘)

3

6.

M s. Milk Commissioner,
Location: Jind (Haryana).

. M «. Harvana Dairy Dev. Corpn.

Location: Bhiwani

. M s. Harvana Milk Feod.

Location: Pchowa.
M s. Hindustan Lever 1td.,
Location: Ewh (U P

- M s. Glaxo Laboratories Ltd.,

Location: Algarh.

M 's. Indondan Mk Products Ltd.,
Location: Muzaffarnagar.

. M s, Pradeshik Coop. Datry

Federation Limited.,
Location: Moradabad.

. M. s. Dalmia Dairies,

Location: Bharatpur.

. Ms. Edward Keventers(s),

Lacation: New Delhi.
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3.67. A statement showing the licensed capacity and actual production
of ‘these units during each of the five years (1971 to 1975) is at Appendix 1.

3.68. It will be seen from the above statement that even after issue
of licences for additional capacity during or after 1970, several Milk
Product Units in the organized sector located around the operation areas
©f Delhi Milk Scheme have turned out products beyond their licensed
capacity. For example M’s. Milk Commissioner, Jind (Haryana) and
M/s. Haryana Milkfood, Pehowa (Haryana) produced milk powder to the
extent of 901 tonnes and 1009 tonnes in 1975 and 1974 respectively
against their respective licensed capacity of 650 tonncs and 800 tonnes.
Similarly, M-s. Hindustan Levers Limited Etah (U.P.) produced (350
and 1234 tonnes of infant milk food during 1971 and 1972 respectively
against their licensed capacity of 1000 tonnes. M,’s, Glaxo Laboratories
Limited, Aligarh (U.P.). a multi-national. produced 4418 tonncs of infant
milk food during 1971 against their licensed capacity of 4000 tonnes,

3.69. According to the Ministry of Agriculture the supply of liquid
milk to the consuming public warrants a higher priority over the manu-
facture of milk products as milk products mainl find their way to the
higher income group of population because their price is prolubitive for
the common man. To augment supply of liquid milk, colossal investment
has been/is being made under the National Plans through the cstablish-
ment of liquid milk processing un'ts n~t onhv in the metrpolitan cities,
but also other cities ‘towns in the country. Besides investment under Na-
tional Plans. the Indian Dairy Corporation under the 618 WFP Project
(Opezratien Flood) has launched a massive programme for enhancing the
installed capacitv in the metropofitan cities of Dethis Caloutta, Madras and
Bombav. Constant intrusion into the established and well defined milk
shed areas of Delhi Milk Scheme by the milk products factories has posed
a great problem and the situation warrants immediate action 1o prevent
encroachment and unless this is done, it is feared that the present dairy
which had been designed to handle 4.35 lakh litres of milk per day will
not be able to maintain its throughrut.

3.70. To maintain continuous flow to De'hi Milk Scheme. certain con-
ditions ar¢ stated to have already been incorporated in the industrial licences
issued to various private ‘co-operative sector piants that milk produced in the
operation flood districts. viz. Gurdaspur. Jullundur. Fernzepur. Ludhiana,
Bhatinda in Punjab. Karnal. Rohtak, Gurgaonsand Soncpat in Haryana,
Muzaffarnagar. Meerut. Mathura. Moradabad. Bulandshhr in Uttar Pra-
desh. Alwar, Bharatpur and Bikaner in Rajasthan will not be collected by
the milk products factories alreadv licensed. Unfortunatelv, there are
many instances of encroachment by the milk products manufacturing units
into the milk shod areas of Dethi Milk Scheme followine which the Dethi
Milk Scheme is unable to maintain itc committed supplies to the citizens of
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Delhi. In order to overcome this serious situation the following measures
were suggested by the Ministry of Agriculture:

(a) Increasing the average annual purchase price of buffalo milk

containing 6.5 per cent fat and 9 per cent SNF to Rs. 150/-
per quintal; ‘

(b) Amendment of the Industries (Development and Regulation)
Act, 1951 in order to enable Government to strictly enforce
the licence conditions specially in relation to non-procurement

of milk by licence milk products factories from the Delhi Milk
Scheme milk shed areas:

(c) Extension of the validity period of the Milk and Milk Products
Control Order issued by the Government of India and Haryana
Government beyond 31.7.1974 and upto 31.10.1974 in as far

as the provisions for export of milk from the notified areas are
concerned;

{d) Statutorily fixing a ceiling on the selling price of skimmed milk
powder. as has been done for baby food;

(e) Ensuring statutory closure of milk products factories in the
notified areas in the vicinity of large liquid milk plants during
the lean season (summer months).

(f) Prevailing upon the State Government of Uttar Pradesh, Haryana,
Punjab and Rajasthan to commence bulk supplies of milk to
the Dethi Milk Scheme, as envisaged in W.F.P. Project 618
(Operation Flood) and also ensuring that the State Governments
concerned with the Delhi Milk Scheme shed do not divert milk
from the Delhi Milk Scheme milk shed areas, as notified in
the W.FP. Proiect 618, for the manufacture of milk products
but supply the surplus milk, after meeting the local fluid milk
requirements, to the Dethi Milk Scheme.

3.71. Tt has been stated by the Ministry of Agriculture that with a view
to sort out the various connected problems a string of meetings were held
with the representatives of the concerned State Governments/milk product
Tactories. But unfortunately no tangible result has been achieved in the
identification of milk shed arcas in the northern region in spite of so many
meetings held at various levels. The result is that even now milk procure-
ment continues to be erratic and rather unpredictable.

372. 1t is further stated that in the meeting held on the 19th September,
1975 under the Chairmanship of Anima! Husbandrv Commissioner and
Ex-Officio Joint Secrctarv of this Department to discuss supply of mitk
to Delhi Milk Scheme and New Dairy Plant of Delhi from the Operation

3107 LS—5
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klood Disuict of the Siaves of Haryana, Punjab, Rmtbau and Uttar
Pradesh, the following decisions emerged:

(a) The Cheairman, Delhi Milk Scheme may negotimte with the indi-
vidusl States and come to mutuelly acceptable terms und con-
ditions of supply including the procurerhemt prices and make 3
report at the earliest on action taken.

(b) In the emsuiag flush period, the Punjab Duiry Development Cor-
poration will supply 8,000 to 24,000 litres of milk, the Haryana
Duairy Developmest Corporation will supply 20,000 litres of
milk while the Rajasthan Dairy Devclopment Corporation will
supply 1 lakb litres of milk. The remaining will be collected
by the Delhi Milk Scheme so as to achieve its targeted capa-
city. One condition will be that at lcast 30 per cent of the
milk supplies as compared to flush period will be made in the
lean season as well.

(c) The Feeder Balancing Dairies will not manufacture milk pro-
ducts during the lean period. After mecting their local fluid
milk requirements, the balance quantities will he supplied to
Delhi.

(d) The difference in the procurement price paid for Delhi Milk
Scheme is sustainable. This matter should be examined in
all its aspects and a final position taken in consuhation with
the Indian Dairy Corporation/National Dairy Developmen!
Board—even before a Government decision regarding the
new agency for managing the 2nd Dairy is finally arrived at.

3.73. The Committee enquired whether any expert of the National
Dairy Development Board had undertaken any study with a view to
demarcate milk shed areas among the existing milk product factories and
the Dethi Milk Scheme. In reply. the Ministry have furnished the follow-
ing note:

“The question of demarcating milk shed areas arose from a pro-
posal of a private party. Haryana Milk Foods, in the State
of Haryama for grant of a C.O.B. licence for manufacture
of milk products. Since this could affect milk supply to
Dethi Milk Scheme, an expert of the National Dairy Deve-
Jopment Board was requestod to advise the Ministry of the
milk shed areas which can be assigned to this party, The
expert could not take up this work as he was otherwise pre-
occupied and be later left the Organisation. Meanwhile, the
private party was granted a C.O.B. licence by the Ministry
of Industry on the plea that the party had taken eflective
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steps/started production before 13.4.1971 ic., the dated
before the sew licensing policy was introduced,

‘The Ministry of Industry did neither incorporate milk shed arcas
in the C.O.B. liceace granted to the party nor was agreeable
to incorporate the same as an additional condition unless
the party makes a request for such a demarcation. A meet-
ing, therefore, was held on 13 june, 1975 in this Ministry
to discuss the demarcation of milk shed of this private party
wherein the officers of Haryana Dairy Development Corpora-
tion, D.G.T.D., Ministry of Industry and the Delhi Milk
Scheme were present. During the meeting, it was brought
out that a proposal for demarcating milk shed areas of
various plants in the State of Haryana including that of
this party is under consideration of the State Govermment.
The Government of Haryana has not yet taken a final decision

in this regard.”

Dairy Development

3.74. The work of dairy development was initiated from the time
National Five Year Plans were taken up. During the First Plan (1951 —
56). th: emphasis was on increasing production of foodgrains and only
a few major scheme on dairying were taken up, that of Bombay and
Calcutta. Dairy development work was also initiated in other States of
Andhra Pradesh, Bihar, Madhya Pradesh, Orissa, Tamil Nadu and Uttar
Pradesh. The provision of Rs. 7.81 crores made available out of savings
were fully utilized. The initial step paved the way for perspective plan-
ning in the subsequent plan periods.

3.75. During the Second Plan period (1956—61). ihe development
of dairying occupied a morc significant place. The programme envisaged
the establishment of 36 liquid milk plants for supply of milk to large
urban consuming centres, three crcameries and three milk products facto-
ries and ecxpansion of salvage and fodder farms. The expansion of
National Dairy Rescarch Institute, Karnal and its southern Regional
Stations at Bangalore and the establishment of two Regional Stations at
Calcutta and Bombay to meet the industry’s requirements for trained per-
sonnel and to tackle the various rescarch programmes was also included
in the Second Plan.

3.76. During this Plan period. seven liquid milk plants including the
Dethi Mitk Scheme werc established. Pilot milk schemes as precursors
to fluid milk schemes werc started at eight centres. Work was taken up on
the establishment of 3 creameries and two milk products factories. Four
salvages farms werc established. Tn addition. civil works of 31 liquid
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mxlkschemes were in various stages of impiementation.  Qut of a total
provision of Rs. 17.44 crores, an amount of Rs. 12,00 crores was ex-
pended.

A 3.77. The throughput of milk from the organised dairies at the end
.of the Second Plan was 7 lakh litres on an average per day.

3.78. The physical targets for the Third Plan (1961—66) envisaged
establishment of (i) 55 milk supply schemes for cities having about 1 lakh
population, (ii) 8 rural creameries, (iii) 6 milk product factories, (iv)
two cheese factories, (v) 4 cattle feed compounding factories and (vi)
completion of spillover schemes of Second Plan. The other items included
were surveys, training of technical personnel, rural dairy extension and
loans for purchase of milch animals.

3.79. During this period, 30 liquid milk plants supplied liquid milk
to the comsuming public. 27 pilot milk schemes were in operation and
the daily average throughput through the organised dairy sector increased
to 13 lakh litres of milk. 4 milk product factorics and 3 creameries were
also commissioned. Work on the establishment of another 37 liquid milk

plants was initiated.

3.80. Out of a provision of Rs. 36.04 crores. the expunditure was of
the order of Rs. 33.6 crores.

3.81. The milk throughput during the end of the Third Plan increased
from 7 to 13 lakh litres per day.

Progress during 1966—1969

3.82. There were 84 dairy plants comprising of 43 liquid milk plants,
34 Pi'ot Milk Scheme. 4 milk powder factories and 3 creameries up to
31-12-1967. The throughput of milk in organised dairies increased to
16 lakh litres per day. 43 other milk schemes including expansion of
pilot milk schemes were in different stages of implementation. Out of
a total outlay of Rs. 26.14 crores, the expenditure was 25.70 crores.

3.83. The outlay for dairy development under the Fourth Plan (1969
74) was Rs. 138.97 crores. The Plan envisaged (i) completion of 33
dairy schemes spilled over from the Third Plan (i) establishment
of 24 new fluid milk schemes in towns with a population of 50.000 and
(iii) setting up of 4 milk product factories.

3.84. Additionally, the Plan providing for setting up of 64 rural dairy
centres in towns having a population of less than 50,000 with a view to
providing chilling and marketing facilities in isolated pockets of milk pro-
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*3.85. At tho end of the Fourth Plan the total number of dairy plants
in operation was 147 comlprising of 81 liquid milk plants, 16 milk pro-
duct factories, 50 pilot milk schemes/rural dairy centres. Besides, 25
dairy projects were in different stages of implementation. The average

dairy throughput of milk of all the dairy plants during the year 1974-75
was about 27.20 lakh litres.

. 3.86. The Government of India set up in 1970-71, the Indian Dairy
Corporation (1.D.C.) with a share capital of Rs. 1 crore, The objects

of the L.D.C, are to (i) promote dairy industry in India and (ii) receive
gifts of donated skimmed milk powder and butter oil.

3.87. It has been stated that the development of dairying in the course
of the various National Five Year Plans has enabled the supply of good
quality pasteurised milk to the consumers in towns and cities where liquid
milk plants have been set up. Alongwith the supply of fluid milk, the
manufacture of dairy products has been undertaken.  The country is
stated to be now self-sufficicnt and no imports of butter, condensed milk
and baby food are now being made. Only skimmed milk powder is
imported to make up the shortfall in lean season production. The deve-
lopment of dairying has been fillip to the manufacturers of dairy plant
and machinery in the country. The Committee have been informed that
presently, excepting a few sophisticated items whose requirements are not

large all the machinery required for dairy plants are manufactured indi-
genously.

3.88. The Ministry have pointed out that a special Scheme for Cattle
Development and Dairy Extension in the milk shed areas of Delhi Milk
Scheme to be financed from the funds generated under WFP Projects
was sanctioned in September, 1970 and then a revised Schemc was drawn
up in April, 1972 and formal sanction was given in January, 1976. The

Committee enquired the progress made in this regard. In reply, the
Ministry furnished the following note:—

“The figures of the expenditure incurred upto 30.6.76 are

given
below:~—
Actual expenditure incurred during 1074-75 . R . R 4.93,955
Actual expenditure incurred from 1st April
*25 to goth June, 1976 . Re. 1,67.104
Committed expenditure on items for which supply orders
Acceptance of Tenders have been placed Re. 17,092,350
Total Expenditure Rs. 22 g3,209

Following the sanction of the Scheme for ‘Cattic Development and
Dairy Extension Programme by the Delhi Milk Scheme in



64

Kharkhauda and Sonepat areas in Rohtak District’ by the
Gowvernment in September 1970, the question of implementa-
tion of the Scheme including the issue of special sanctions
for the different items of expenditure was discussed (Octo-
ber, 1971) by the then Chairman, Delhi Milk Scheme with
the Ministry of Agriculture. In view of the subsequent deve-
lopment, and rethinking in relation to some aspects of the
Project, inter alia, the actual requirements of DMS linked
with the milk procurement programme, some modifications
became necessary. Consequently the origimal Scheme to
inteasify milk procurement in Kharkhauda and Somepat arcas
in Rohtak District was revised so as to extend coverage of
the programme to the entire milk shed areas of DMS and
help setting up of infrastructure for collection of milk through
Co-operatives and the individual milk producers/farmers.”

3.89. The Committee are distressed to note that the Dethi Milk Scheme
which embarked on an ambitious programme in 1969 of having a through-
put of 4.35 lakh litres per day are nowhere near the targets as wilt be
evident from the figures of procurement for the last five years. The pro-
mise that was held out at the time of launching the second expansion
scheme is yet to be fulfilled.

3.90. During the years from 1969-70 to 1974-75 the per day target
and actus]l procurement were continuously on the decline, except in 1971~
72 and 1974-75. The position was somewhat precarious in 1973-74 when
the target and actual procurement (090 lakh litres and 0.78 lakh litres,
respectively) were the lowest with reference to the target and actual pro-
curement in 1969-70 (2.06 lakh litres and 1.97 lakh litres, respectively).
Though the procurement picked up in 1975-76, when hoth the target and
the actual procurement were the highest with reference to the position in
1969-70 (the procurement being 2.13 lakh litres against fbe target of 2.23
lakh litres), it was still nowhere near achieving the processing capacity of
3 lakh litres per day envisaged under the first phase cxpansion and that
of 3.75 lakh litres per day under the second phase expansion scheme. The
Committec have been informed on 7 May 1977 that in March 1977, the
average per day procurcment of milk was 2.25 lakh litres. The Commit.
tee are unhappy with the unsatisfactory trend in the procurement of milk
in the wake of two expansion programmes of the Scheme.

3.91. The Committee find that instead of making scrious efforts to
tide over the sitmation, Government/Delhi Mikk Schemme avthorities Ppre-
ferred to make good the shortfalls in procurement of raw milk by the use
of skimmed milk powder and butter oil. While skimmed milk powder and
butter ol received as gift from the World Food Programme Ald did not
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invalve ouigo of forcign exchange, the wse of skimmed wilk powdes by
direct purchase resulted in the eutgo of foreign exchange of Rs. 716.70 lnkhs
(based on average c.if. cost) during the period 1972.73 to 1974-75. The
use of skimmed milk powder directly purchased has imcreased progressive-
ly fremn 1625 tomnes in 1969-70 to 3577 tommes in 1974-75. The Com-
mittee feel that had the Deolhi Milk Scheme takem comcerfed steps to
achisve the targeted procurement which was the sine-qua mon for effective
functiening of the Dethi Milk Scheme, the country would have been spared
the ouigo of valuable foreign exchange. -

3.92. The Commitiee note that the precurement of milk is confincd to
piaces in U.P, Rajasthen, Haryans, Punjab and Delhi and the sources
of procurement are comtractors, cooperatives and individual farmers from
whom the Dethi Milk Scheme purchases milk departmentally. The tar-
gets of procurement are gemerally fixed with reference to the performance
of the preceding vear and the commitments made or likely te be made by
the cemtractors collectively. What has surprised the Committee most is
the fact that mo specific targets were fixed in respect of cooperatives- and
-depurtmental procurements, as they note that during the years from 1969-
70 to 1975.76 the procurement through these sources has varied not only
from year to year but from place to place as well. Kor instance, the pro-
-curement from Bikaner rose from 7 lakh litres in 1969-70 to 35 lakh litres
in 1972-73, fell to 13 lakh litres in 1973-74 angd then rose to 96 lakh litres
in 1975-76. Similarly, in Mathura, the procurement rose from 9 lakh litres
in 1974-75 to 68 lakh litres in 1975-76.

3.93. The Committee need hardly point out that such a wide variation
in targefs and actual procurement not only leads to uncertainty and floctua-
tion in the supply of milk to the consumers but is bound to render the
installed capacity idle at certain times, thereby enhancing the overhead
expenditure of procurement of milk per litre.. The Committee would,
therefore, like to emphasisc that there is an imperative need to fix targets
for procorcment of raw milk from various sources particularly the milk
producers, cooperatives and centres so as to ensure an un-interrupted flow
of milk for processing and supply to the consumers. The Committee need
hardly point out that concerted and determined cfforts would have to be
made both at organisational and field levels if the targets fixed for procure-
ment from cooperatives and milk producers are to he achieved,

394 The Committee regret that the procurement of mitk through the
Cooperative Sociefies has heen very insignificant. This is evident from the
fact that during 1975-76 the Dethi Milk Scheme procured 244.94 lakh
litres (which accounts for 31.54 per cent of the total procurement during
the year) through Cooperatives. The entire quantitv of 171.69 lakb litres
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procured from Etab in Uttar Pradesh, Bhatatpur in Rajasthan, Gurgaon
and Karnal in Haryang and Ferozepur in Punjab was procured from con-
traciors, : .

3.95. The Committee regret that even after 17 years of its establishment,
the Delhi Milk Scheme has to depend for its procurement largely on the
contractors, as compared to other agencies viz, cooperatives and direct from .
farmers departmentally, as they note that during 1975-76 as much as 364.72
lakh litres of milk, which accounted for 46.97 per cuni of the total pro-
curcment, was procured from contractors alome. The procurement was
mainly confined to Meerut and Bulandshabr Districts of Uttar Pradesh and
Gurgaon District in Haryana, which together accounted for 314.52 lakk
litres out of total procurement of 364.72 lakh litres through contractors dur-
ing 1975-76. While the contractors may have an edge over other agencies as
they have flexibility of action and can offer competitive prices for theiy milk,
it cannot be gainsaid as has been conceded by the Chairman, Delhi Milk
Scheme during evidence that they are not quality conscious and are prone
to slippages in their contractual commitments. As pointed out by the Audit,
the comtractors of Bulandshahr and Meerut in U.P, having commitments to
supply ten or more quintals per day fulfilled their commiiments to the
exient of 77.8 per cent and 42.2 per cent only respectively. Some idea of
short and faulty supply by the contractors can be had from the fact that the
quantum of penalty imposed on them rose from Rs, 2.94 lakhs in 1971-72
to Rs. 9.45 lakhs in 1975-76.

3.96. The Committee are unable to understand why milk procurement
from confractors was coatinved in Bulandshahar and Meerat Districts
during 1975-76 when policy decision had been taken that wherever Coope-
ratives come up for milk supply, milk will not he accepied from the private
agencies. The Committee are also concerned to note that in many villages
and districts there were mushroom cooperative socicties which were not
really milk producers’ societies, Such societies functioned somewhat like
contractors and diverted sale of milk to private parties to the detriment
of assured supplies for the Delhi Milk Scheme. The Commtittee have been
informed that the Indian Dairy Corporation insist on adoption of a bye-
law by milk producers cooperative society under which nobody who is not
a milk producer and has not supplied milk continuounsly for 200 days in
a year, can be or remain a member. The Committee see no reason why the
Delhi Milk Scheme/Government cannot insist on the incorporation of this
bye-law by the cooperatives which desire to supply milk to the Delhi Milk

Scheme.

3.97. The Committee need hardly stress that it should be the endeavour
of Government to organise, in consultation with the State Governmments/
Indian Dairy Corporation, the right type of Cooperative Societies so that
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the milk :-——<ants of Delhi Milk Scheme are met by snd large through
this source. In this commection, the Committee have been given to undestand
during cvidemce that the Anand pattern of Cooperative Seciety have under
(heir bye-laws eliminated not only the contractors but also other vested
interests. There is a Society in each village and these are federated to what
is kmown as & Union at the district level. This is a two-tier system. The
Union at the district level provides the infrastructure for procuring, pro-
cessing and distributing milk. ‘the Commiltee see no reason why this
Anand pattern of Cooperative Society which has been found to function
effectively in the interest of milk producers and consumers should not be
developed uniformly in the entire milk shed area of Delhi Milk Scheme.

3.98. The Committee note that a number of concessions, such as higher
rate of commission than that applicable to the confractor relaxation of
security deposit condition and ne penalty if the entire milk handied though
less than the agreed quantity is supplied, have beea given to cooperatives,
There are, however, no data available with the Delhi Milk Scheme to indi-
cate the impact of these concessions on the procurement of milk through
cooperatives. The Committee would like to urge that the DMS/Ministry
should make a careful study of these and other concessions extended to the
cooperatives to see as to how far these have achieved the desired objectives.
In the light fo this study, DMS/Ministry may consider whether any more
and if so, what concessions are needed to step up procurement of milk
through the cooperative system. The Committee, in fact, desire that people,
particularly those who are traditionally engaged in the milk trade at the
village level, may be encouraged to set up cooperative societies so that they
may pet reasonable return for their milk. In any case, the Committee
would like that there should be an institutional arrangement which is
mutually satisfactory both to the D.M.S. and the cooperatives.

Apart from the unsatisfactory and undependable supply of milk by
contractors, the Government/Delhi Milk Scheme should address them-
selves to the basic issue whether milk should not be procured from coope-
ratives and milk producers only and the contractors who act as middle-
men climinated. The Committee would like to point out that the Mother
Dairy operating largely in the same area have been able to procure the
entire quaatity of 55.71 Iakh litres of milk in 1975-76 through the
cooperatives.

3.99. The Committee note that the procurement of milk direct from the
farmers has risen to about 21.49 per cent of the total procurement in
1975-76 through depsrfmental efforts although two or three years earlier
it was hardly a significant source. While the Committee appreciate these
efiorts they wounld, nevertheless like to emphasise that intensive efforts
should be made to develop penuine cooperatives of milk producers and
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make them the main source of procurcment. For supplivs procwed depart
menially dizect from producers, the Commitioe would like to be asswred
thet a0t only geod quality milk is precured hat Ms cost of ~=--—-—-_ per

i ecomomical as compared to milk procured shrough gesnuime
conparatives of producers. The Commitice would also wrge that in the
matter of payment to the producers, care should be taken that no interme-
dinries are isvelved,

3.100. One of the main reasons for shortfalls in the procurement of
milk bas been the keen competition which Delhi Milk Scheme had to face
from & sumber of milk product factories located in the vicimity of Delhi
and private dealers, who are in & position to pay higher procurement prices
becanse of the higher returns as compared to liguid milk, The Commitfee
have been informed during evidence that it was omly in 1970 that a deci-
sion was taken to give COB (Carry-on-business) licences in respect of those
units which were there before 1970 and that there was mo condition in
their licences fo the effect that they should not procure from Delli
Milk Scheme milk shed arees. In respect of those which came up after 1970,
such a coadition has been prescribed.

3.101. The Committee are distressed to find that despite the issue of
licences in or after 1970, several milk product uaits in the organised sector
located around the operation areas of Delhi Milk Scheme have turned out
products beyond their licensed capacity in violation of the provisions of the
licence. For example, it will be seen from the statement at Appeadix 1 that
M/s. Milk Commissioner, Jind (Haryana) and M ‘s, Harvana Milk Food,
Pehwa produced milk powder to the extent of 901 tonnes und 1009 tonnes
in 1975 and 1974 respectively against their licensed capacity of 650 tonnes
and 800 tonnes respectively. Similarly, M/s. Hindustan Lever Limited,
Ftah (U.P.) produced 1350 and 1234 tonnes of Infant Milk during 1971
and 1972 respectively against their licensed capacity of 1800 toancs.
M/s. Glaxo Laboratories Limited, Aligarh (U.P.), a multi-uational, pro-
doced 4418 tonues of Infant Milk Food during 1971 against their liccnsed
capacity of 3000 tounes. All this goes to indicate that no follow-up action
was taken to emforce strictly the provisions of the licences issued to the
Uuits concermed. The Committee deplore this casualness on the part of the
awthorities concerned.

3.102. The Committee are unhappy to record that although the Ministry
of Agriculture/Dethi Milk Scheme were sware of the problem of competi-
tion by these industrinl umits, no scrious efforts were made to resolve the
problews. It is rather strange (hst the Mimistry of Industry and Civil Sup-
plies which is respoasible for gramting of licences to the Industrial Units
for milk preducts were mot aware, as confessed by their representative
during cvidence, of the milk shed areas of the Delhi Milk Scheme. What



69

haus surprised the Committee is the fact that since 1972 correspondence hse
been going on between the Ministry of Agriculture and Irrigation and Mimis~
try of lndustry and Civil Supplies o curb the functioning of milk product
factories but no tangible mesasures, legal or administrative, have been takea

50 far to prevent diversion of milk from the milk shed areas of Dethi Milk
Scheme to the milk product factories.

3.103. The Committee feel that one of the effective sieps o restriet
the procurement of milk by the Milk Product Factories cam be to demar-
cate the milk shed aress of Dethi Milk Scheme, For this purpose, the
<cooperation of the States which fall within the milk shed areas of Delhi
Milk Scheme is necessary. The Committee have been informed that the
question of demarcating milk shed areas was considered on 13 Jume 1975
at a mecting of officers of Haryana Dairy Development Corporation, DGTD,
Ministry of Industry and the Delhi Milk Scheme and since then a proposal
for Jemarcating milk shed areas of various plants in the State of Haryama
has been under comsideration of the State Government. The Comsmittee
would like the Ministry of Agriculture to examine the matter in depth in
consultation with the Ministry of Industry and Civil Supplies and the Siate
Governments concerned and finalise the proposal of demarcating milk shed
areas for each processing unmit in and around Delhi expeditiously

3.104. The Committee would like Government to study the problem in
depth and devise a durable solution by which the Dethi Milk Scheme, which
has been operating in this milk shed areas since 1959, is cnabled to get on
assured basis the targeted supply of milk. The Commitice would like to

be informed in detail of the concrete measures taken in this behali and the
results achieved.

3.105. The Committee welcome the idea of National Grid Scheme
sponsored by the Indian Dairy Corporation to procure milk from surplus
areas for supply in the deficit arcas. The Committee expect the Defhi Milk
Scheme to take full advantape of the National Grid Scheme and make cood
their shortiafls In the lean period through the Grid Scheme and thus save
on the use of imported skimmed milk powder



CHAPTER IV
PERFORMANCE APPRAISAL
A. Milk Collection aad Chilling Centres
Audit Paragraph

- 4.1. The Scheme has established since its inception 22 centres, each
having a handling capacity of 150 quintals of milk per day, for collection
and chilling of raw milk, Out of these, 7 centres (Bahadurgarh, Alipore,
Najafgarh, Bawana, Sonepat, Kharkhoda and Sampla) were closed between
Jgnuary 1965 and September 1971 on account of uneconomic operation
and non-availability of milk. While total capital expenditure incurred on
the plant and machinery of these centres was Rs. 17.43 lakh (deprcciated
value not available), the expenditure incurred on the land and buildings
and other ancilliary works was not known. The remaining 15 centres
(viz., Baghpat, Ballabgarh, Dadri, Dankaur, Gulaothi, Kama, Kithore,
Massuri, Muradnagar, Niwari, Palwal, Pilhkuwa, Pilana, Sardhana and
Sohna) were functioning on 30th November, 1974.

4.2. In this connection, the following aspects are relevant:

(i) The Public Accounts Committee in paragraph 3.37 of its
Twenty-Seventh Report (1967-68) had recommended that the
Management should find alternative avenues of utilising the
building and machinery of the closed centres. A Committee of
officers was constituted on 14th September, 1974 by the
Management to submit a Report regarding items of machinery
and equipment already transferred from these centres and items
still lying in the centres together with the recommendations for
their transfer or disposal. The Committee submitted its Re-
port on 21st September, 1974. The Report as well as the
report on action taken thereon were called for in October,
1974 but are stil (November, 1975) awaited.

(iiy Out of 15 running centres, Sohna worked to capacity during
1971-72 to 1973-74, Palwal in 1971-72 and 1972-73 and
Muradnagar in 1971-72. The capacity of cther centres remain-
ed under-utilised between 3.19 per cent and 92.57 per cent in
1971-72, between 17.69 per cent and 92.30 per cent in 1972-73
and between 44.17 per cent and 98.16 per cent in 1973-74,

70
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Even on the basis of utilisation of capacity in the flush seasom, it

(iif)

was observed that six centres (Sohna, Paiwal, Pilana, Dadri,

Palwal and Muradnugar) in 1972-73 and only one centre
(Sohna) in 1973-74 worked to capacity, The capacity of other
centres remained under-utilised between 26.1 per cent and
92.2 per cent in 1971-72, between 25.8 per cent and 86.3
per cent in 1972-73 and between 42.1 per cent and Y4.9 per
cent in 1973-74,

The average quantity of milk handled per man per day at all
the centres taken together declined from 11.92 quintals in
1969-70 to 3.78 quintals in 1973-74. Taking into account
the data for the flush season only, the quantity handled per
man per day came to 14.70 quintals in 1969-70 and 5.79
quintals in 1973-74, The Management stateq (November
1974) that the deployment of staff at centres was being arrang-
ed on the basis of norms fixed in September, 1974, The
details of redeployment of staffl actually carried out in accord-
ance with these norms are. however, awaited (November,
1975).

[Paragraph 48(4.1.5) of the Report of the Comptroller and Auditor

General of India for the vear 1974-75, Union Government
(CiviD]

4.3. The Public Accounts Committee in their 27th Report (Fourth
T.ok Sabha) commented on the utilisation of buildines and machinery of
the closed milk collection and chilling centres. The Committec made the
following recommendation in paragraph 3.37 of the Report:

“The Committee feel that before opening such centres in future,

the Dethi Milk Scheme should carry out a detailed survey of
the area covered to ensure that milk will be available in suffi-
cicnt quantities so that cases of such avoidable expenditure
do not recur. The Committee also desire that the Dethi Milk
Scheme should find alternative avenues of usine their buildings
at places where the centres have been closed down,  The
machinery should also be transferred early to other places
where the new centres are to be set up.”

4.4 In their action taken note*, the Ministry of Apricultur: stated as

Yollows:

“The

e

plant and machinery installeq at Bawana, Najafearh,
Bahadurgarh and Alipur will be shifted to Bhadus. Punhana

*Vide PAC B2nd Report (Fourth Lok Sabha--1068-6)
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in Gurgaon District where land has been acquired for estab-
lishing Chilling Centres and to Mahajan in Bikaner. Since
the capacity of Mahajan Centre is being planned double that
of other Coatres two sots of equipment will be shifted to that
place. Plant and machinery has not been ihstalled at Sampla.
As regards disposal of buildings at Bawana, Alipur and Najaf-
garh, their availability is being intimated to the various Minis-
tries, Attached and Subordinate offices of the Government of
India and the Delhi Administration. On hearing from inte-
rested Departments further action will be taken.”

4.5. In April 1974, a Committee of officers was appointed by the
Delhi Milk Schieme to go into the question of utilisation of the closed
chilling centres. The Committce submitted its report on 20 September.
1974 wherein it made the following observations:

(i) For the purpose of these recommendations, it has
been assumed that future policy of the Government is likely
to be on the lines that mifkk will be purchased directly from
various State Governments operating in the field where DMS
is procuring milk at present.

(ii) The second assumption is that present trend of competition
from the private traders|factories will continue and there is
is not much chance of our getting the milk in the areas where
the six closed MC&CCS are located.”

Based on the above assumptions, our recommendations are as follows:

(a) Najajgarh Alipur and Bawana.—These are within the Union
Territory of Delhi and so closed to the city that there is
bardly any prospect of collecting milk in these areas. Be-
sides, it is understood that the local farmers do not give their
milk for sale.

(d) Kharkhoda and Bahadurgarh.—These two centres although
outside the Union Territory and are so close to Delhi that
there is little or no chance of collecting sufficient milk to
justify the operation of the chilling centres.

It does not appear to be conceivable, in the near future. that these
areas so close to Delhi will be flooded with mitk which spill
over to these closed centres.

(¢) Sonepat—This chilling centre is in the heart of the city of
Sonepat and there is no prospect of getting amy milk because
all of the milk in the area is likely to be consumed within
the town itself.
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There are has been comsiderable talk about the opening of new
chilling cemtres where the equipment from closed chilling cen-
tres could be possibly used. From what has been indicated
at (ii) above, there appears to be little pessibility that any
gew chilling centres could be successfully established in the
existing milk shed areas of DMS.

In view of the above point, the Committee are of the view that no
purpose will be served by keeping thesc equipments any
more with us. We have no option but to dispose these off
as quickly as we can. The building may also be disposed off.”

4.6. On receipt of the above, the Chairman, Delhi Milk
Scheme, sent a memorandum No. 11-10/73-PD&CC dated the 26th Sep-
tember, 1974 to the Committee of Officers pointing out that the Commit-
tee of Officers had not formulated their proposals in a practical manner.
In this memorandum the Chairman of the Delhi Milk Scheme has exp-
lained the position as follows:—

“Although it is one of the objectives of WFP Project 618 that the
State Governments concerned with the milk shed areas of
metropolitan city dairies, including DMS, will arrange to pro-
cure and supply surplus milk in bulk to the metropolitan city
diaries, it does not preclude the city diaries from making
their own supplementary arrangements for milk procurement.
As far as the DMS is concerned. there are 4 different State
Governments concerned with its milk shed, and none of them
have yet commenced supplying milk in bulk to the DMS, be-
cause they arc unable to procure adequate quantities of milk
even to meet their own requirements for their dairy plants
and milk product factories. It is not likely that the position
will improve substantially in the course of the next 2 or 3
years, although efforts arc being made to persuade the State
Governments to commence such bulk supplies. In  the ini-
tial phase, the direct procurement of milk by thc D.M.S will
be supplemented by the supplies from the respective State
Governments, if and when undertgken. Till such time as
the State Governments have organised their infrastructural
and procurement facilities to such an extent, that they can
take over the responsibility for the uminterrupted supply of
milk to the DMS even from the present milk shed area of the
DMS (which is about 1/3rd of the milk shed area that has
been notified under WFP Project 618 and, therefore. sup-
plies from the ney areas can be commenced in the first ins-
tance by the State Governments, and then only will the ques-
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.- -tion of taking over the responsibility for the supplies of milk

(ii)

from the present milk shed areas of the DMS arise). DMS

“will have to continue direct procurement. A decision to this

effect was also taken in a meeting that was convened by the
previous Agriculture Secretary in 1972. In' these circum-
stances we will have to go ahead with our plans to cstablish
additional milk collection and chilling centres in such parts
on the milk shed where adequate quantities of milk are avail-

~ able, and the present chilling centres cannot handle it. The

Procurcment Branch had recommended that, apart from the
chilling centres that have already been temporarily establish-
ed at Bhadus, Punahana and Kama, one may be established
at urangabad in District Bulandshahar. The former 3
MC&CCs will also have to be suitably strengthened if addi-
tional quantities of milk have to be handled there.

The question of preventing the intrusion of neighbouring milk
product factories into the DMS milk shed was referred to the
Government long back, and the matter is under the active
consideration of the Ministries of Agriculture and Industrial
Development, and the question of making appropriate legal
provisions for the purpose is also being examined. It can-
not, therefore. be presumed that this competition with milk

~ product factories will continue unabated in future years. Re-

garding private traders, it may be observed that one of the
objectives of Operation Flood is that the expanded capacity
of the existing Central Dairy of the DMS together with the
Second Dairy, would be in a position to meet more or less
the entire fluid milk requirements of Delhi city. In that event,
private traders will not be in a position to market their milk
of doubtful hygienic and chemical quality at s higher prices
than those fixed by the DMS, as they are doing at present,
and it is also, therefore, the presumption that the milk that
is presently being handled by private traders will eventually
be channelised to the DMS, thus augmenting its procurememt.
This. in fact. is one of the important presumption of WFP
Proiect 618. ‘

In view of the above elucidations. we will have to continuc to

plan for the procurement of augmented quantities of  milk
for the existing, as well as the Second Dairy, and the infra-
structural facilities for the purpose will have to be developed
including chilling centres. If at a futare date, it is decided
to entrust the responsibility of milk procurement from  the
existing milk shed areas of the DMS to the respective State
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Government, the milk collection and chilling centres, and
other facilities that have been developed by the DMS till
that time, will also naturally be transferred to the respective
S:ate Governments, and the investment will, therefore, be
fully utilised, and not wasted, for even the State Govern-
ments will requirc these facilitics to organise milk procure-
ment in this area.

In view of the above clarifications, the plans to strengthen
and establish regular MC&CCs at Bhadus, Punhana and
Kama, and establish a MC&CC at Aurangabad (unless the
Procurement Branch have some re-thinking regarding the
availability of milk in these areas) will, for the present. re-
main unchanged, and machinery, equipment and stores requir-
ed for the purpose will have to be arranged according to the
plans. It is to be considered by the Committee whether it
would be financially and administratively desirable to dispose
of the machinery, equipment and stores available at the
closed MC&CCs, and buy new ones, or retain these for use
at the above chilling centres.”

4.7. Regardng commissioning of closed milk collection and chilling

centres, the Chairman of the Delhi Milk Scheme has furiher stated:

-
“T have separately indicated that efforts should be made to recom-

mission one of the closed MC&CCs in Haryana State. The
remaining 2 closed MC&CCs in Haryana can only be com-
missioned when the Government of Haryana, or the local
cooperative institutions agree to commence supplies of milk
to thc DMS as, under the orders of the Ministry of Agricul-
ture, the districts of Rohtak. Karnal and Sonepat have been
reserved for the procurement of milk through cooperative
institutions, about three years back. Correspondence in that
behalf with the Government of Haryana and Cooperative
M:ilk Union, Rohtak, as well as the Project Director of TCDP-
Rohtak-Karnal is alreadv being undertaken from the Procure-
ment Branch, but the outcome is still not clear. From the
latest discussions that the Manager (Procurement) had with
the Director of Animal Husbandrv, Haryana, it appears that
it will yet take some time for them to commence substantial
" supplies of milk from the aforesaid area. There is, however,
a reasonably good Ykelihood of receiving more milk from
this area in tha near future and. therefore. we cannot straight-
away take n decision to disband these 3 centres. Regarding
the centres in Dethi Sate. the position is nebulous at present,

3107 LS—6
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since it is much oconomical for the milk producers/sup-
pliers of the area to sell milk directly in' the Dethi Market at
a much higher price than the prevalent price in more rural
areas. The Committee however, should carefully assess the
position in the light of the above clarifications and sce
whether we should finally decide to close down these centres.
The Manager (Procurement) may also be associated with
these discussions. If it is so decided, it has to be examined
to what extent the machinery, equipment and stores that are
available at these centres in Delhi Statc would be required for
purposes of strengthening/Commissioning the additional M. C.
&CCs referred to above, as also for strengthening the facili-
ties at other MC&CCs and for replenishment of the machi-
nery and equipment that has become worn out and needs to
be replaced. It may also be observed that the Committee
has not at all touched on the question of the reserves that
should be maintained for substituting discarded machincry
and equipment of the operational MC&CCs, and to serve as
stand-by, specially in cases in which takes 3 long time to
procure additional machinery and equipment. Further., no
mention has been made of the machinery, equipment and
stores articles that are available at the closed MC&CCs. which
would be required for the main Central Dairy and, therefore,
should be brought to headquarters for use. These aspects
should also be examined very carefully.

Revised proposals and recommendations of the Committec may
now please be formulated in the light of the above clarifica-
tions/observations, and sent to me very expcditiously, as the
matter has already been considerably delayed.”

4.8. Based on the guide-lines given by the Chairman vide his Memo-
randum No 11-10/73-PD&CC dated the 26th September, 1974 and fur-
ther instructions given to them, the Committee met again on 22nd Jan-
vary, 1975 to review the position. The Committe of Officers then made
the following abservations:— .

“(a) There is little or no prospect of the Delhi Territory centres
being commissioned. As a comsequence the entire equipment
at these centres mainly Alipur, Najafgarh and Bawana b
available for setting up 3 new complete chilling centres. (The
equipment removed from these centres has bv and large
been ordered out to make good the deficiency. The plant
can be ordered after a formal decision).
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(b) Samepat chilling bas. alteady been. commissioned and it s
expected that it may continue to function, (The uptodste
position. seems. to be that the handling may not be to the full:
capacity. ).

(c) Regarding 2 chilling centres of Rohtak District namely Baha-
durgath and Kharkhoda there are possibilities of commission-
ing them,

(d) Kama centre is likely to be closed in near future. This will
release the equipment taken from the closed chilling cengre
and help to complete them.

(e) There are distinct possibilities: of having permanent chilling .

centres over the next few years at Aurangabad, Punhana ands.
Bhadus.”

4.9. Based on the position indicated above: the Committee of Officers
recommended the following course of action:—

“(i) The equipment at Delhi Territory idle centres need not be
disturbed. This equipment should be kept for commissioning
the new permanent centres at Aurangabad, Punhana and -
Bhadus since it is not considered technically advisable to sell
the machinery now and purchase it later. I, however, it is
felt to be administratively more convenient then only the
equipment may be disposed of now and fresh equipment puor-
chased later.

(ii) As pointed out carlier we have already taken action to make
good/repair the equipment removed from the idle centres.
There might b~ some marginal purchases to be made at the
time of establishing the new permanent centres. These
purchases could be made at that time.

Note.—Tf Kama centre ijs to be replaced by another temporary
centre or more temporary centres are to be set up, the equip-
ment will have to be purchased for that purpose. (Till such
time as the new permanent centres are set up the equipment
from the Delhi Territorv Centres could continue to be used for
these temporary centres )’

4.10. The latest position regarding the utilisation/disposal of the
machinery and equipment of the closed mitk collection and chilling cea-
tres, as stated by the Ministry is given below.

4.11. The Mitk Collection and Chilling Centre at Sonepeat has already
been commissioned and is functioning regularly.
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-4,12. For the commissioning of the Milk Collection and Chilling
Centres at Bahadurgarh and Kharkhoda (Haryana), negotiations are
affoot with the officers of Haryana Government Cooperative Milk Unions of
Rohtak and Karnal districts and there appears to be a good possibility
of procuring milk supplies from there. As soon as arrangements for the
procurcment of adequate quantities of milk from these arcas are finalised
immdiate steps will be taken to commission the idle Milk Collection and
Chilling Centres at Bahadurgarh and Kharkhoda.

“4.13. The machinery and equipment of the remaining three idle cen-
tres viz, Bawana, Najafgarh and Alipur have been partly utilised for the
establishment of MC&CCs at Mathura and Bikaner and the balance
machinery and equipment are proposed to be utilised for strengthening the
MC&CCs at Bhadus and Punhana and for setting up a new MC&CC at
Aurangabad. It may be administratively, technically and financially de-
sirable ‘to retain the machinery and equipment available at the closed
MC&CCs for utilisation for strengthening the aforesaid MC&CCs and sett-
Ing up new MC&CCs as indicated above.

. 4.14, Regarding the setting up of the centres at Punhana, Bhadus
and Aurangabad, the position has been indicaied as under:—

(i) Temporary arrangements have already been made at Punhana
for the collection of milk and this has been functioning for
over a year now. As now substantial quantities of milk are
being procured from there, action is being taken to have this
centre further strengthened with augmented milk reception
and chilling facilities. .

(ii) Collection of milk at Bhadus has since started by making tem-
porary arrangements. This centre will further be strengthen-
ed as soon as increased quantities of milk are available in
the area.

(iii) Action for the acquisition of land by the Government of Uttar
Pradesh for setting up a new centre at Aurangabad is in an

advanced stage.

4.15. The Committee pointed out that the Delhi Milk Scheme had
established their milk collection centres on the road sides with’ the result
that the people from remote places were not in a position to bring milk
to these centres and enquired whether any arrangement existed to collect
milk- from such people. The Chairman, Dsathi Milk Scheme, has stated
during evidence -that the milk collection and chilling centres had been set
op on road sides so that milk might be collected easily and brought quick- -
ly to the Central Dairy of the Delhi Milk Scheme. He has added that
villagers who brought milk from far away places to the collection ccnti*es

were paid transportation charges.
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4.16. Asked about the energising of the milk collection and chilling
centres, the Chairman of the Delhi Scheme has stated during evidence:—

“Regarding the energising of the milk collection and chilling cen-

: tres, the main problem that we werc experiencing was the

acute power shortage in U.P. and Haryana. In 1973-74 and

even earlier they used to cut off power for twelve hours and

supply it to industries in the neighbouring areas. But these

problems have been solved: we have taken direct power

connections and kave also provided our own generating sets

at the chilling cenres so that we can have alternative me-

thods in the event of power failure.  About the milk col-

lection centres, we are constantly reviewing the milk that we

get at each centre. It varies from scason to season according

to the production of milk products in the neighbouring areas.

We close down such centres in summecr where we find they

don’t get enough milk. So, we keep regulating these centres
constantly.”

4.17. At the instance of the Commitiee, the Ministry of Agriculture
and Irrigation (Department of Agriculture) have in a note da‘ed 26th
July, 1977 stated the Iatest position regarding functioning of the milk
coliection and chilling centres set up by the Delhi Mitk Scheme:—

“Out of the scven closed centres, the two at Najafgarh and Bawana
have been recommissioned w.ef. 17th September 1976 and
17th October 1976 respectively. The capacities of these
centres is similar to other centres viz.. handling of 150 quin-
tals of milk per day. During the year, the maximum and
minimum utilisation has been as follows: '

Najafgarh . . . . . . . . 1369/, 93%
Bawana . . . . . . . . . 94%, 64°,

The economics of these centres have not been worked out.

Out of the 15 centres, two centres, namely, Kama and Pilkhuwa
have since been closed down w.e.f. Ist February 1975 and
27th March 1975 respectively. Kama centre had to be closad
down, as per the agreement with M!s Dalmia Dairy. under
which DMS would not collect milk in the Delhi Milk Scheme
milk shed area in Gurgaon, Pilkhuwa centrc had to be closed
down due to fall in milk collection in the area as also doe
to proximity of Massuri & Gulaothi conveniently handled.
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Another centre at Mathura was, however,, started w.e.f.

August 1975,

18th

The maximum and minimum utilisation of the remaining centres

during the year 1976-77 has been as follows:

: lehplt . . . . . . . . . w%

Ballahgarh . . . . . . . . 869,
Dadri o 8%
Dhankaur . . . . . . . . . 762,
Gulaothi . . . . . . . . . 94%
Kithore . . . . ) . . . 2%
“Mamuri . . . . . . . . . 510
Muradnagar . . . . . . . 64°,
Niwari ; . . . . . . - . 182,
Palwal . . . . . . .o . 69°.
Pilana . . . . . . . . . 49°.
Sardhana . . . . . . . . . 52%
Sonha , , . . . . . . . 65°,,
Mathura . . . . . . . . . 1919,

169

54 %
389,
30%
2%,
14%
109,

8%

B9,
24%

89,
16%,

7%

104%

The economics of these centres have not been worked out.”

4.18. With regard to the policy about maintenance and opening of new

centres for milk collection and chilling, the Ministry have stated as

lows: —

fol-

“Since the Delhi Milk Scheme has been purchasing milk in the open
market in competition with other purchasers it has been diffi-
cult for it to secure its total requirement of raw fresh milk and
has been utilising skimmed milk powder and at times butter oil
to meet the requirement of fluid milk in the Dethi city. Mobi-
lising raw fresh mi'k has, therefore, been its utmost concemn.
The main considerations for opening of new centres has been
the availability of adequate quantities of milk around the
place of openine of the centre.  However, it may be mentioned
that the D.M.S. did not open new centre except at Mathura.

The Chilling Centres were cstablished in the initial stages (1959—
1963). The guidelines, if anv. on the basis of which chilling
centres were established are not available, However, it may
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be stated that the main criteria would have been the availabi-
fity of adequate quantity of raw milk, besides availability of
power, sweet water, easily accessible road etc.”

-#.19. About the coordination maintained between the Delhi Milk

Scheme and State authorities and others concerned, the Minitsry have
stated : —

“Dethi Milk Scheme and the Ministry of Agricuiture, Government
of India remain in constant touch with the organised dairy
organisations in the neighbouring States and State Govern-
ments. As a matter of fact, the DM.S. is receiving raw
milk supplies from the District Co-op. Milk Unions of
Rajasthan organised unde- th- Rajasthan Diary Develop-
ment corporation, Pradeshik Dalry Cooperative Federation,
U.P. Distt. Cooperative Milk Union, Meerut. Supplies of
milk in the past year have also been reccived from Haryana
Dairy Development Corporation and Punjab Dairy Develop-
ment Corporation.”

4.20. The Committee note that 7 collection and chilling centres located
in Bahadurgarh, Alipur, Najafgarh. Bawana, Sonepat, Kharkhnda and
Sampla were closed between January 1965 and September 1971 on account
of uneconomical operation and non-availability of mitk. Besides the expendi-
ture on laad, building and other ancillary works, the expenditure incurred
on the plant and machinery of these centres was Rs. 17.43 lakhs, It has, how-
ever, been stated on 26 July 1977 that of the closed centres, the milk collec-
fion and chilling centres at Najaigarh and Bawana were recommissioned
wel. 17-9-1976 and 17-11-1976 respectively. The Committee have forther
been informed on 26 July 1977 that two more milk collection and chilling
centres at Kama and Pilkhuwa had to he cloced down weef. 1.2.1975 and
27-3-1975 respectively, Kama centre was closed down as per agreement
with M/s Dalmis Dairy under which the Delhi Milk Scheme would not col-
Ject mitk in the Delhi Milk Scheme milk shed area in Gurgaon. Pilkhuwa
centre bad to be closed down due to fall in milk collection in the areas as
also due to nroximity of Mascuri and Golaothi ceatres where the milk col-
Jected in this area conld be conveniently handied.

4.21. The Public Accounts Committee in their 27th Report (4th Lok
Sabha) (Aprfl 1968) had recommended that the Delhi Mitk Scheme should
find siternative avewues of using the bufldines of the closed miik collection
snd chilting centres and that the machinery available at these centres shonld
Be tramsferred earlv to ofher places where the new centres were to be set
m.  In veply to the recommendation, the Department of Food and Agricul-
fure informed the Clommittee in 1969 that “the plant and machinerv installed
st Rawasa, Nm.mndAb-wllbemlom
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Funhana in Gurgaon District where land bas been acquired for establishing
chilling centres and to Mahajan in Bikaner, Since the capacity of Mahajan
Centre is being pianncd double that of the other centres (wo sets of equip-
ment will be shifted to that place. Plant and machinery has not been installed
at Sampla. As regards disposal of buildings at Bawana, Alipur and Najaf-
garh, their availability is being intimted to the various Ministries, attached
and subordinate offices of the Goverament of India and the Delhi Adminis-
tration. On bearing from inferested Departments further action will be
taken,”

4.22. It is evident from the Audit Report that during the period 1969
to 1971 some more chilling centres had been closed. It is also seen from
the reply of the Ministry quoted in paragraph 4.60 of the Report that the
proposal of the Scheme to set up a Milk Collection and Chilling Centre at
Mahajan in Bikaner, has not materialised. The Committee regret that
despite the assurances given by the Government to the Public Accounts
Committee, the milk collection and chilling centres remaincd closed for four
years and longer periods and conclusive action to put surplus plant and
machinery to alternative uses was not taken by Milk Scheme. It was only
in April 1974 that a Committee of Officers was constituted to go into the
question of vtilisation of the machinery available with the closcd milk collec-
tion and chilling ccatres, Thc Committee of Officers submitted its report
on 20 September 1974 and recommended the disposal of the plant and
machinery quickly as there was litile possibility of estab’ishing new centres
in the existing milk-shed areas of Delhi Milk Schemc. Since the recom-
mendations of the Commiites were hased o cortain assumptions, the Chaire
man, Delhi Milk Scheme. iscued fresh puidelines to ¢the Commi'tee nf
Officers on 26 September 1974 and ordered for a review. The Commit'ee
again met on 22 January, 1975 and submitted another report on 24
January 1975 wherein they recommended the ufilisa‘ion of the plant and
machinery for commissioning of new centres and for streng'heming fhe

existiag ones.

4.23. The note of the Chairman, Delhi Milk Scheme, had clearly made
out the points for the reconsideration of the committee of officers, fhe
Committee feel that normally the Committee of Officers should have ascer-
tained facts instead of making recommendations oy assumptions, It is sur-
prising that although fhe Chairman’s guidelines were given on the 26th Sep-
tember 1974, the Committee of Officers, for reasons unkmowns took four
months to meet asain and consider the matter de novo. ¥t is sll the mom
surprising that within two days of their meefing thev finalised their report
and reversed their earlier recommendations, Even these recommendations
do not appear to be conclusive as these were recommended for utilization of

iy
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plants and machinry for commissioning of new centres and for strengtheaing
the existing ones. This shows that the Committee did not bestow proper con-
sideration which they should have to the issues involved. The Committee
would like to be assured that the examination of the issues were thorough
and adequate. They would also like to know the rcasons for mot taking
follow-up action in regard to utilisation and disposal of the plant and
machinery soon after the closure of the centres during 1965—71. .

4.24. According to the information furnished to the Committee, the Milk
Collection and Chilling Centre at Sonepat has already beer commissioned
and cfforts are being made to recommission the centres at Bahadurgarh and
Kharkhoda., As non-utilisation of machinery purchased at heavy capital cost
constitufes a recurring loss, the Committee would like the Ministry/Delhl
Milk Scheme to cnsure that arrangements for proper wtilisaion of the assets
of the closed milk collection and chilling centres are finalised withuot delay
and implemented in entirety. They would also like to impress that in future
before selting up such centres, Dethi Milk Scheme shonld ensure that raw
milk is available in adequate quantity in the areas of collection and the
centres do have proper handling and chilling capacitics,

4.25. The Committee are surprised to find that Government have not
worked out the economics of the varicns milk colicction  and chilling
centres set up by the Delhi Milk Scheme. Ia the ahsence of such an exercise
the Commitiee are unable to understand how the Delhi Milk Scheme ensured
that the centres were functioning in the best financial interest of Government,
In fact, the Committee note that except milk collection and chiliiaa centre
at Mathnra, all other centres were working far below their insiniled capacity.
The maximom and minimum utilisation of some centres during 1976-77 has
been below economic level, These cases are of (i) Massuri /51 per cent and
10 per cent), (ii) Niwari (18 per cent and 8 per ceat). Pilana (49 per cent
and 8 per cent) and Sardbana (52 per cemt and 16 per cent). In view
of the fact that a number of milk collection and chilling centres had to be
closed down in the past doe to their uneconomic opeartion, the Committee
desire (hat Government should work out economics of all the centres with-
out any loss of time and take timely action to improve their working, where
necessary. It is also proper that Government should clearly lay down policy
about location and running centres in consultation with the State nuthorities
and others concerned.
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B. SOURAGE OF MILK
Audit Paragraph
4.26. The table below indicates the procurement of milk and sourage
of milk during the last four years:—
(Quantiiies in lakhs of litres)

Total Sour Percentage
procure- Milk of sour milk
ment of to total

. milk procure-

ment of milk

1g7Isy2 . . . . . . . 632° 19 26+ g8 43

197273 . . . . . . . . 580 17 . 2g°29 5°08
1973-74 . . . . . . 284" 77 28+38 9'9

197475 ¢ & . v s e . 546° 73 - 54*33 9'9

4.27. The sourage of milk was higher in the winter seuson as compared
to the lean season during 1971-72, 1972-73 and 1974-75.

4.28. The Management stated (November, 1974) that sourage was due
to prolonged interruptions in power supply at milk collection and chilling
centres and breakdown of vehicles etc.

[The Ministry have subsequently informed the Audit in April 1976 that
they have taken remedial méasures like provision of generators in all the
Centres and addition of milk tankers.]

Onmission to convert sour skimmed milk into  butter-milk powder with a
view to fetch higher unit realisation.

4.29. Although the quantity of sour skimmed milk available with the
Scheme has been much less than the capacity (18,000 litres per day) of
the Milk Drying Plant yet large quantitics of sour skimmed milk were dis-
posed of by the Scheme as such and not converted into butter-milk powder.

4.30. As the sale of butter-milk powder fetches a higher unit realisa-
tion, the Scheme suffered a loss of revenue of Rs. 2.62 lakhs on 6,69,154
Kgs. of sour skimmed milk sold as such during the period from July, 1972
to March, 1974. The data for the earlier period were not available.

4.31. The Management gave (November, 1974) the following reasons
for selling sour skimmed milk in liguid form:

(2) Receipt of sour milk in excess of the available capacity of the
Drving Plant on some occasions.
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(1) Break-down or failure of the Milk Drying Plant.

(c) Non-availability of steam due to coal shortage or failure of
boiler plants.

4.32. No data seem to be available with the Management in support
of the above contention.

[Paragraph 48 (4.1.6 and 4.2.3(v) of the Report of the Comptroller
and Auditor General of India for the year 1974-75, Union Government
(Civil).)

4.33. The Ministry have informed the Committee that during 1975-76,.
38.52 lakh litres of sour milk (including 11.21 lakh litres purchased as.
sour milk) was received at the Central Dairy of the Delhi Milk Scheme as.
against the existing handling capacity of 33,000 litres of milk per day.

4.34. The Committee desired to know the quantity of sour milk util’sed
by the Dethi Milk Scheme (during each the years 1973-74 to 1975-76) in
production of milk products etc. and that sold out to outside parties. In
reply, the Ministry have stated:—

“(i) The entire quantitics of sour milk received in each of the above
three years were processed by the DMS and the fat content was
extracted as and when the sour milk was received in the Cen-
tral Dairy. The fat extracted from the sour milk alongwith fat
obtuincd from the surplus raw milk etc. were processed for
the manufacture of ghee. .\ft.r separating the fat content
from the sour milk, the balance quantitics of sour skimmed
milk were utilised in the production of powder and casein efc.

(ii) The sour milk i« ror <old cut tn the outside, parties as such,
but it is sold after senprating the fat when it is called sour
skimmed milk. The figures indicating the year-wise and the
party-wise sale of sour skimmed milk during each of the three
vears from 1973-74 to 1976-77 are indicated below:—

(All figures in Kes. )

Name of the parties to whom the sour skimmed

milk was sold. 1973-74  1974-°5  1975-76 197677
- 1. Ml;—;'ore:nmt Dairies Lfd., Saharan- 558,468 18,80,237 6,313,580
pur.
2. Mi/s. Dalmia Dairies, Bharatpur. . .. $,43.165 30,24,611  14,35,208
3. M/s. Infant Milk Food, Moradabad. .. . 15,187
4 Harvana Food Plant. . . . 98,548

" Total: . . . . . 687,016 202,23,408 36,73,578 14,35,228"
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4.35. The Committee enquired the reasons for not utilising sour milk
fully by the Delhi Milk Scheme itself. The Chairman, Delhi Milk Scheme,
has stated during evidence:

“To the extent that our plants can take it up, we try to utilise sour
milk, when sour milk happcns to be received because of elec-
tricity failure in our chilling centres or because of transport
break-downs of trucks that bring in milk; that is the standing
instruction and practice also. We extract the cream and make
ghee and the non-fat milk is converted into powder. We have
got drying plants and we do not sell the milk at all. But some
times because of large scale clectricity failure or other prob-
lems of that type, we have very much more sour milk than
we can possibly dryv in our plants. Sour milk deteriorates
fastly; it becomes acidic and unfit for human consumption.
A few years ago we were facing a tremendous problem of dis-
posal of sour milk and nobody was prepared to buy it from us.
Three or four yenrs ago we floated tenders and some factories
came up with offers in response to those open tender notices.
We have contractual agreements with those parties during the
last three years; the contracts arc entered inte on an annual
basis of opcn tender system.”

4.36. The Committce asked why sour mik was not retained in refrige-
rated tankers. The represantative of the Delhi Milk Scheme has replicd

that the capacity of such tankers was limited.

4.37. The Committee are perturbed over the increasine trend insonrage
of milk as they note that it has increased from 26 98 lakh litres in 1971-72 to
§8.52 lakh litres in 1975-76. The reasons adduced for the sourage of milk
are prolonged interruptions in power supply at mik collection and chilling
centres and break-down of vehicles etc. The Committee note that the Delhi
Milk Scheme has since taken remedial measures in this repard by providing
generators in all the Centres and additional milk tankers for transportation
of milk to the Ceatral Dairy. Since sourage of milk reduces to that extent
the availability of pasteurised milk, the Committee need hardlv emphasise
that concerted measnares should be taken to ensnre that the percentage of
sourage milk with reference to the total procurement is kept to the minimum
or at least tn fhe norms which may be determined on the basis of past

experience of mormal yeers,

4.28. The Committee are distressed 10 note that on account of inade-
quate canacity of headline of sonr skimmed mitk (Ml Yeft aftrr cenaratine
the fat for prodnction of shee), the Nethi Milk Scheme had tn rell 6.57 lakh
litres of sour skimmed milk In 1973-74 and 22.23 Iakh litres in 1974.78
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and 36.73 lakh litres in 1975-76 to, ountside partics according to contracts
entered with them. Since the sale of butter milk powder feiches a higher
price than sour skimmed milk, it is but proper that the Ministry should
examine the feasibility of acquiring additional capacity for milk drying so
that anore sour skimmed milk is converted into butter milk powder. The
Committee would like to be informed of the action takem in this behalf.

4.39. The Commitice would like to point out that one of the Dairies
M/s. Dalmia Dairies, Bharatpur have increased the intake of sour skimmed
milk by mearly 9 times in 1975-76 as compared to 1974-75. The Com-
mittee would like the Minisfry/Delhi Milk Scheme to find out as to how
this and other processing Dairies who purchase sour skimmed milk are
able to utilise it to economic advantage with a view to see whether by pro-
viding some additional/balancing equipment the Dethi Milk Scheme could
not utilise the entire or at least the bulk of sour milk for processing, thus
cutting down on the losses. t

4.40. It is not clear to the Committec as to how sour milk is purchased
by the Dethi Milk Scheme specially when it has been stated that there is not
enough capacity available to handle even the milk which turns sour either
in the process of collection or transport. This aspect needs {o be gone Into
with a view to see that sour milk Is not purchased unless it is absolutely
essential and economic to do so in the overall interest of the plant.

C. Processing

Workine of Bikaner Centre
Audit Paragraph

4.41. The table below indicates the procurement of cow's milk from
Bikaner Centre, the average procurcment per day, loss of fat and milk in
transit and the handling cost on collection and transportation of milk to the
Central Dairy, for the vears 1971-72 to 1974-75: —

1971-72 1972-73  1973-74  1974-75

Total procurement du ing the year ( in lakhs

of kgs.). . . . . . . 50° 92 %5°38 12°71 4782
Average procurement per day (in lakhs of kgs,). o138 o ogh 0-034 0031
Average losy of fat in transit (percentage,) . 400 447 2+ 69° N.A.
Averagsdoss of milk in transit (percentage) . 2-76 2* 12 N:A. N.A
Averaze handling cost per kg. (in paise) . 148 19°9 4500 NA.

*Uato O:ztober 1 )73 only,
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4.42, The following observations are made on the. working of the
Bikaner Centre:—

(2) In reply to paragraph 3.85 of the Public Accounts Committee’s.

Twenty-Seventh Report (1967-68), the Ministry had stated
(November, 1968) that lean procurement of nearly one lakh
litres of cow milk per day could be built up in this area and
action for setting up a balancing station (mainly for chilling
and storage) within two years to handle this quantum was in
hand. These anticipations have not. however, materialised so
far (November, 1975).

(b) Due to constant downward trend in procurement of milk from

Bikaner, the handling cost per kg. of the milk procured rose
steeply up to 1973-74, thercby adversely affecting the econo-
mical working of the centre.

(¢) The losses of fat and milk intransit from Bikaner centre to the

Central Dairy were much higher than those sustained in other
centres, as per details given below:—

Year

1971-72

Average lossof fat Average loss. of wilk

in transit *in transit
Bikaner  Other Bikaner Other
centre  centres centre centres
4% o73°. 276", o0-08%
. . . . . . $°47% 0° 797 212", 0° 14%,

4972-73

The Management stated (November, 1974) that a Committee of

Officers had been appointed to go into the question of hand-
ling and transit losses for Bikaner milk. The report of the
Committee is awaited (November, 1975).

(d) In January, 1968 the Management Committee of the Scheme

decided to sell milkk 10 Rajasthan Go Seva Sangh, Bikaner on
the basis of procurement price plus 21.5 paise per litre to
cover the handling charges (excluding overheads) for distri-
hetion in Bikaner city on no profit no loss basis. As the cost
of handling the milk at ‘Bikaner (excludine overheads) was
higher than the rate of 21.5 paise per litre, the Scheme suffer-
ed a loss of Rs. 0.91 lakh on the sale of milk to Sangh during
the period from April, 1969 to December, 1973,
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[The Ministry have informed the Audit in April 1976 that: the:Scheme
did not work on the principle of no profit no loss basis and that there was
inevitable difference because of the policy of not charging the overheads on
establishment, freezing and transport charges incurred by Delhi Milk
Scheme. It is seen from the proceedings of the Management Committee
that while they had decided to forego that overhead charges of 3.9 paise the
balance reduction of 2.6 paise out of the total estimated cost of 28 paise
was to be effected by economics in freezing and by foregoing handling
charges.]

Process for the production of pasteurised milk

4.43. The Scheme in the past supplied liquid pasteurised milk of various
grades viz., standard milk with 5 per cent fat content (4.5 per cent from
10th October 1971), cow milk with fat content ranging from 3.6 to S per
cent, toned milk with 3 per cent fat content and double toned milk with
1.5 per cent fat content. With effect from S5th November 1973, however,
only special toned milk with 3.5 per cent fat content and doubled toned
milk with 1.5 per cent fa! content is being supplied. The solids-not-fat

content of special toned milk is 8.5 per cent and that of double toned milk
9 per cent.

4.44. Raw milk has an average fat content of 6.5 per cent and solids-
not-fat content of 9 per cent. Raw milk received at the Central Dairy is
pumped into raw milk storage tanks. Depending upon the quantum of raw
milk available and the commitment to supply different grades of pasteurised
milk, decision is taken to add skimmed milk powder to make good the
solids-not-fat content and butter oil/white butter 1o make up the fat con-
tent. For this purpose. reconstituted skimmed milk is prepared with
skimmed milk powder and water, and white butter/butter oil is added
thereto to make it re-combined milk. The reconstituted skimmed milk
or re-combined milk is then added to the raw milk to prepare the required
crade of liquid milk. Raw milk, reconstituted skimmed milk and re-com-
bined milk are pasteurised in the pasteurisers before being pumped to the
blending tanks. Milk in the blending tanks is tested as to fat and solids-
not-fat contents and then pumped to the bottling line for bottling. Bottled
milk is sent to the cold storage for distribution.

Prodixct-mix and unilisation of capacity

4.4S5. The Scheme’s main product is bottled mitk. The Scheme is also

equipped to produce ghee, table butter, roller dried milk powder, casein,
ice-cream and sterilised flavoured milk. The output of thesy items during
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the last five years is given below:—

(Figures in lakks)
1970-71  1971-72  1972-73  1973-74  1974°75

Milk (in litres) N . . 1,003:21 1,058:3¢ 1,008:34 1,086-73 1,183:18
Ghee (in Kgs.) . . . 3-07 3°59 6-74 018 5-66
Table butter (in Kgs.) . 116 0-9o 04t 0-07 osr
White butter in K2s) - 6-72 B-86 1335 3-50 10-37
Butter milk Powder (in Kgs.) 2.63 3.19 2.51 1.63 1.60
Srzrilised milk
{Number of botlla) . 0-82 086 1147 208 6-46
Casein (in Kgs.) . . . Nit Nil 004 0-04 0 07

Ice-cream {number of cups and

bari)

o-69 074 077 1-07 o-8o

In this connection, the following observations are made:—
(a) Out of the total turnover of Rs. 12.29 crores in 1972-73 and

(b)

(c)

@

Rs. 11.85 crores in 1973-74 the sale value of liquid milk was
Rs. 11.11 crores approx.), and Rs. 11.58 crores (approx.)

respectively. The sale of ghee. butter and other products thus

constitutcd about 96 per cent and 2.3 per cent during 1972-73
and 1973-74 respectively.

The Scheme does not work out the cost of and contribution
by different products in formulating its product pattern.

While quantum of milk processed in 1973-74 was margina'ly
lower than that of 1972-73, the production of ghee, butter and
butter milk powder in 1973-74 showed a stecp decline owing
to inadequate supplies of raw milk. The production of milk,
ghee and butter, however, picked up in 1974-75.

As mentioned earlier, the processing capacity of the Central
Dairy was to increase from 3 lakh litres per day to 3.75 lakh
litres per day on completion of second phase expansion.

Although all the essential equipment to handle 3.75 lakh litres of

milk per day have been installed by 1974-75, the existing
capacity is reckoned by the Management at 3 lakh litres per
day only. The actual processing during 1970-71 to 1974-75

‘was 2.75 lakh litres, 2.90 lakh litres, 3.01 lakh litres, 2.97

lakh litres and 3.10 lakh litres per day respectively.
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(¢) The capacity of bye-product plants was grossly underutilised,
as per details given below:—

P PP —

Name of* Plan Rated Percentage of capacity utilised
capacity
per day

1970-71  1971-72 1972-78 1973-74 1974°75

3 2 3 4 5 6 7

Butier Manufacturing Plant . goookgs. 5241 68:6 g42 245 454
per day

Ghee Manufacturing Plant . B8ooo kgs. 10°5 12° 3 23-0 0-63 19'40
per day

Cascin Plant . . . 750 Kgs. Nil Nil 1-6 1-6 2 44
per day

loc-Cream Plant . . . $7,60,000 1-20 1-30 ' 34 1-86 1-41
cups and
bars per
year

(D It was noticed that, on account of low procuremcent, generally
the quantum of fat in the raw milk was less than the quantity
of fat required for preparing the pasteurised milk, on an overall
basis. This shortfall is made good by use of butter oil. In
spite of this phenomenon, it was poticed that in 1972-73 and
1974-75 there was large scale diversion of fat in the raw milk
for the manufacture of ghee and in its place butter o1l was
used for producing the pasteurised milk. Comparative econo-
mics (including foreign exchange implications) of the substi-
tution of fat in raw milk by butter oil in the producffon of
pasteurised milk and use of fat in the raw milk for production
of gheec had not been worked out by the Managcmcz

4.46. It was explained (July 1975) by the Management that the main
reason for this diversion was sufficient quantity of butter oil, which had to
be consumed on priority basis to avoid spoilage. It may be mentioned,
in this connection, that the Scheme had not installed the air conditioning
unit for butter oil storage provided in the second phase expansion at an
estimated cost of Rs. 8 lakhs (refer paragraph 3). Had this been done,
the problem of spoilage, if any,'might not have arisen.

[The Ministry have further informed the Audit in April 1976 that apart
from the reasons already mentioned in the para an increase in the consump-
tion of skimmed milk powder and butter oil mainly results from decline in
the availability of fresh milk. It has further been stated that no ghee is
produced during the Jean season.)
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Processing efficiency

4.47. (1) Loss of far in processing ar the Central Dairy—Non-fixation
of process/ transit losses was commented upon in paragraph 80 of Central
Government Audit Report (Civil). 1970. 1In June 1970. the Manage-
ment fixed a norm of | per cont for loss of fat (from the stage of receipt
of raw milk at the Central Dairy to the stage toading of milk bottles and
cans in the milk vans as  well as transler of bye-products 10 the distribution
branch) during the period from April to September and 2.5 per cent from
October to March. subject to an overall limit of 2 per cent for the whole
vear. -l

4.48. In July 1971, Government decided that accounts be maintained
separately at the Central Dairy of milk handled for fluid consumption and
of fat utilized for milk and milk products. Subject to this, the norm for
handling losses was fixed at 1 per cemt for milk handling and for fat at
2 per cent of fat utilized with cffect from Ist August 1971.

[The Ministry have informed the Audit in April 1976 that norms fixed
earlier were not realistic and workable in the present context of the working
in the Delhi Milk Scheme.l.

4.49. It will be seen from the data given below that actual fat loss was
in excess of the above norms during 1970-71 to 1972-73 —

Year Norms in terme Artual Ouantity and value of
of prrematage parcen: - fat fase in exeess of
fiemd b (e age of norms CQuantity in
Scheme far faw K i+ alue in lakhs of
Goveramen: ripees

Quantity Valu-
19771 \p"i i 1 L h_},.:")')“
Sep-. H [N
October ta 2., 14 34.104 )
March !
1971-72 : . 4 1,206,586 4.0
19727 L 2 4 8 1,50, 126 1h ay
Nowe Vale showwn i the dast enlimn o baed o the esvtinated pooled

rost of far per K.
4.50. The Managemeny attributed (November. 1974) the increase in
fat losses to the following factors: —

{a) Increased use of butter oil for reconstitution of milk on account
of decline in availability of raw milk.

(b) Progressive decline in the condition and performance of milk
handling muchinery and equipment due to continuous use.

(¢) Leakage of butter oil fiom tine during transportation.
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(d) Sticking of ibutter oil to the side of the tins, while pouring out
in the hoppers.

4,51. The Management have, however, stated (November, 1974) that a
more efficient system for handling of butter oil was being arranged which
would reduce losses to some extent,

4.52. The maintenance of fat utilisation account has been dispensed
with from December, 1973 onwards on account of paucity of staff according
to Management.  An exercise was made in Audit to find out the overall
fat available in raw milk and butter oil and its utilisation in 1973-74 and
1974-75. On this basis, the fat which remained to be accounted for, repre-
sented 6.5 per cent approximately of the total fat available in 1973-74 and
7.8 per cent in 1974-75. as per dctails given below:—

1973-74 197475

‘In lakh Kgs.
Fat avatlabl *xoroy ik, battes il rtes . . . 12 2 50 04
Far w.dised eo the poobrnon of pasteacised itk and
aadk pooadacn . . . . . . . 39 47 10
Fat reonstionng unicaunied tor . . . . 275 304

NoTE:—Fat in raw milk hus been computed on the basis of average fat con-
tent of 6.5 per cent in buffalow milk and 4 per cent in cow milk.

[The Ministry have informed the Audit i April 1976 that the un-
accounted fat during 1973-74  and 1974-75 worked out to 0.49 lakh kgs.
and N.92 lakb kgs. only and these were within the norm fixed by Govern-
me=t. The main reason for the discrepancy between the figures worked
out in Audit and those wuorked out by the Ministry now is on account of
adoption of average fat content in buffalow milk as 6.5 per cent by Audit
and as 6 per cent by Ministry ]

iy Loss of nuldk in processine at the Central Dairy.

4530 A apunst the norm of 1 per cent fined by Government i July,
1971 and effective from st August, 1971, the overall actual handling
loss of all grades of milk was stated to-be ubour 1.5 per cent in 1970-71
and 1971-72. 2.07 per cent in 1972-73 and 3.05 per cent in 1973-74. The
increasing pereentave of loss  was attributed by the Management to the
decline in the condition and performance of the plant and equipment.

[The Ministry have informed the Audit in April 1976 that the norm of
1 per cent loss is generally fixed for the dairies which are only pasteurising
and bottling milk as it is.]
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(iil) Ineffective control over losses of fat and milk in process

4.54. The following observations are made on norms and determination
of loss of fat and milk in process:—

(a)

(b)

{c)

Norms have not been fixed stage-wise (e.g. scparately up to the
bottling stage and from bottling to handling/loading in vans) in
respect of milk, nor separately for milk and milk products in
respect of fat, with the result that areas of excessive loss were
not identifiable to take suitable remedial action.

In the absence of determination of stage-wise losses both in
regard to milk and fat. the loss of fat exhibited represented only
the difference between the total quantity of fat available and the
quantity utilised in the manufacture of milk products and
pasteurised milk taken together. Similarly, losses of milk
represented the difference between the calculated production
based on the intake of various types of milk and ingredicnts
such as, skimmed milk powder and butter oil and the quan-
tities released for distribution.

The accountal of inputs for processed milk suffered from the
following shortcomings:—

(1) Water for reconstitution was taken through flow metres which

were subject to considerable variations,

(2) As the storage tanks were not calibrated and the flow rate was

not constantly maintained, the quantity of raw milk drawn for
processing into pasteurised milk was shown according to the
rated capacity of the plants, which was likely to vary from
the actual intake.

As the theoretical inputs formed the basis for computing the output

(d)

in terms of the standard formulac, the authenticity of the
figures of output could not be verified.

Production of m )i products commences after intake of cream
from the milk-procossing unit  Althourh the accounts indrcated
the intake of crcam and the yields obtained, there was no
weighment of cream before it was handed over to the Product
Section and the intake was calculated on the basis of the rated
capacity of the plant for scparation of cream. The Manage-
ment could not, therefore, ascertain the actual yield of fat from
cream and the cxtent tp which it varied from the standard yields
with a view to taking proper remedial action.
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(iv) Loss of fat in the milk received back from the Milk Depots, All Day
Milk Stalls, etc.

4.55. It will be seen from the data given below that the fat losses in the

milk received baek from depnts. etc. khed been on the increase during thd
period from 1970-71 (o0 1973-74 (Upto October, 1973):—

Year Total qQuantity Percent-

quantity offatlost age of fat
of fatreturned (Kgs.) Yost
(Kgs.)
197071 . . . . . . . 68,496 5,089 74
1971-78 . . . . . . . 59,486 5,024 8-4
1972-73 . . . . . . . 32,683 3,612 11°05

1973-74 . . . . . . . 9,499 1,120 g

4.56. The Mamagement stated in July, 1974 that retrieval of fat from
returned milk was affected by aging of milk in bottles and that the percent-
age loss of fat was high partly on account of handling of smaller quantities
of returned milk and partly on account of malpractices by the drivers,
mates, etc. who sometimes tampered with the quality of the milk returned.

[The Ministry have informed the Audit in April 1976 that a large num-
ber of returned milk bottle get uncapped while in transit to and from dairy
and the milk spills over en route.]

{(v) Breakage of botiles

4.57. Against the norm of | per cent breakage of bottles, the actual
- breakage of bottles during the period from [969-70 to 1974-75 has been
constantly in excess of the norm and showed a rising trend from 1970-71
onwards, as detailed below:—

Period Actual Percen-
breakage tage  of
of bottles  breakage

in excem of

Figures in the norm
akhs: of 1 per

cent.
3969-70 . . . . . . . 29" 44 o 62
1970-71 . . . . . . . . . 20 30 o o8
1971-72 . . . . . . . . . 2497 o a6
1972-73 . . . . v . . . . 29° 30 042
197374 . . . . . . . . . 31°93 o 5%

1974-7% . . e e 98- 80 065

e ————————"ts ot s+ ngmin o ey et n - s -
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4.58. The Management stated (July, 1974) that the excess breakages
were due to the progressive decline in the condition and perfarmance of
bottling plant and equipment unsatisfactorv condition of flooring and care-
less handling by thc workers, malpractices pilferages. ctc. The Management
further suacar 12 November 1974 that remedial measures as well as action to
replace the bottling line had been initiated. It was stated in May, 1975
that revision of norm from 1 per cent to 1.5 per cent had been taken up
with Government,

[Paragraph 48 (4.1.7, 4.2.1 and 4.2.3(), (i), (i), (iv) and
(vi) of the Report of the Comptroller and Auditor General of India) for the
year 1974-75, Union Government (Civil)]

4.59. At the instance of the Committee, the Ministry have furnished
the following informa.ion on the procurement of milk from Bilaner
Centre:—

“(1 Total procurement (all directly froem farmers through departmen-
tal arrangements) during the year 1975-76 was 64,33,040 litres.
The averase procurenmient per day was 17,577 litres.  Besides
this, 32.28.451 litres of milk (8821 litres average per day)
was supplicd from Bikaner areas by the North Rajasthan Dugdh
Utpadak Sahukari Sangh. Reziinal Cooperative Socicty, in the
above vear.

(1) The average toss of muth and fat i rransit was 1.01 per cent and
2.76 per cent respoctively during 1975-76 from Bikaner Centre
to Centrai Dairy of Delhi Milk Scheme. Such analvsic had not

been made for the vear 1974-75.

(15 The avirage handling costs for the collection and transporiation
of milk from the rural areas 1+ the Rikaner Centre znd includ-
ing the cost of maintaining and operaring the Centre s Ps. 2221
per guintal for 1974-75 and R, 29.02 per quinta {or the year
1975-76

fiv) The total procurement of milk from Bikaner Centre from April
L7610 & September 1976 (Centre was closed weef. 9 Septem-
her 1976 was 33632 6% Qtls. and the percentage of Joss of milk
and fat in transit from Bikaner to Delhi wae 017 and 3.12
respectively.”

460 In Action Taken Note on paragraph 285 of 27th Report (1967-
68) of Public Accounts Committee thz Ministry had informed in November
1968 that action for se:ting up a halancing «tation (mainly for chilling and
storage) in Bikaner within 2 vears was in hand. But according to the Audit
Para the anticipation had not materialised till November, 1975. The Com-
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mittec desired to know whether any final decision had becn taken in this
regard In reply, the Ministry have stated:—

“A balancing station at Bikaner and a Milk Collection and Chilling
Centre at Mahajan, was to be set up by the Delhi Milk Scheme
and preparatory work was done by the Delhi Milk Scheme in
the form of acquisition of land and machinery and equipment
(including a cheese plant) for the same purpose. Subsequently,
the State Government exprcssed a keen desire to set up the
balancing station and the Milk Collection and Chilling Centre
with funds allocated by the Indian Dairy Corporation io the
State Government under WFP 618 (Operation Flood). Taking
into consideration the desire of the State Government. it was
agrecd that the State Govcrnment may set up the balancing

station and Milk Collection and Chilling Centre with its own
resources subject to:—

(a) Reimbursement of cost of land (together with expenditure on
development) to the Delhi Milk Scheme.

(b) Purchase of equipment and machinery that the Dethi Milk
Scheme had purchased for the balancing station and the Milk
Collection and Chilling Centre.

(c) Assurance of regular supply of milk to the Delhi Milk Scheme.

Later, the possibility of Dethi Milk Scheme setting up a balancing
station at Mathura (U.P.} was explored on consider:tion that
Delhi Milk Scheme was processing substantial quantity of milk
from Mathura district and thic could provide conditions favour-
able to the setting up of a balancing station. Tt was also pro-
posed to pu: up a cheese piant at Mathura. The State Govern-
ment was requested in February, 1976 to agree to the proposal.

The final views of the State Government have not become avail-
ablce.”

4.61. Asked whether the balancing station set up by the State Govern-
ment at Bikaner would convert the surplus milk into rowder and supply the

samec to the Dethi Milk Scheme.  The Chairman of the Delhi Milk Scheme
has replied:—

“To the extent Delhi Milk Scheme requires they will supply the milk
in the flush scason and the surplus milk will be converted into
powder and butter fat and they will supply the constituents in
the lean seasen.  The balancing station is a pasteurisation unit,
The quality of milk will improve and the conservation of milk
in the form of milk powder will be necessary in future when we
augment the milk procurcment from other areas including Bika-
ner. In winter we do have sufficient amount of surplus milk
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and we have to curtail milk procurement and tell the suppliers
that for a week they should not exceed 125 per cent of their
contracted quanmy In such a situation we can take that mitk

and conserve it."

4.62. In connection with the extra-ordinary losses of milk in transit from
Bikaner to Central Dairy during 1968-69. the Public Accounts Committee
{1971-72) in para 4.32 of the Sixth Report (Fifth Lok Sabha) observed as

follows:—

“The Scheme has sustained an extra-ordinary loss of milk in transit
from Bikaner during 1968-69. The loss subsequent to Septem-
ber 1968, is not susceptible of assessment as the weighbridge is
stated to have gone out of order in October, 1968. While the
peculiar conditions under which milk is procured and transported
from Bikaner may warrant a slightly increased loss over the
norm of 1 per cent fixed by the Scheme—which. however. is not
borne out by the low percentage of loss during 1966-67, such
high percentage of loss in 1968-69 cannot be regarded as ines-
capable transit loss. The Committee were informed during evid-
ence that some theft could not be ruled out although there was
no specific case brought to the notice of the Scheme. The Com-
mittee would like an investigation to be undertaken into the cir-
cumstances that led to such extra-ordinary losses during 1968-
69 and approprrate action taken against the officials concerned.
The Committee hope that the weighbridge would be repaired and
brought into use forthwith and that care would be taken to
ensure that it does not go out of order.”

4.63. In pursuance of their recommendation, the Delhi Milk Scheme set
up on 6 January 1972 a Committee of Officers to investigate into the losses
and to fix responsibility for the losses on the persons concerned. This Com.
mittee of Officers submitted its report in August 1975 The observations of
the Committee are reproduced below:

“The Committee feel that in a matter of this type, where sizeable
losses of milk had occurred frequently, the then M(CD) should
have brought this to the notice of the erstwhile Chairman then
and there and placed the facts of the case before him so thot in
the interest of Government such losses could be avoided by
prompt instructions at the highest level in the orpanisation. The
then Manaper, Bikaner Centre (Shri A. S. Choudhary) also
should have brought this to the notice of the Chairman directly
indicating the quantities reported to have been short received
in the DMS as and when he actuslly got back the despatch vou-
chers in DMS from No. 31, specially whea it was taken up by
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LA. Section in their letter No. DMS/IA.IIMC&CC/14 dated
4-5-1968 in respect of differences between the quantities of milk
purchased at Bikaner Centre and that received at the Central
Dairy during the month of March, 1968,

The pilferage of milk could have taken place when the milk was
.placed in the brine tanks, in specially designed cans for a period
of 36 hours in the Rampuria Ice Factory at Bikaner. When
the can was designed, provision for a lid for that can could have
been made in such a way that after the milk is poured into the
cans to the extent of 60 litres, the lid could be locked by the
DMS staff on duty at the Ice Factory before putting each can
into position in the brine tank. The locking arrangement,
would have prevented possible pilferage of milk from each cam
when the milk in it was in a liquid state and was left in the pre-
mises of a third party without any watch and ward. The reason
why no such locking arrangement for each can was made at that
time, is not clear. In reply to a reference made by the erstwhila
members of this Committee, the M(CD) stated that the variation
could occur due to less despatch of milk than shown by Mana-
ger, Bikaner. When specifically asked to substantiate this point,
M(CD) showed his inability and admitted that it was one of his
presumptions. Now the Committee is inclined to conclude
that there might have been short despatch of milk from Bikaner
to Delhi although, according to records the quantity despatched
might have been higher.

In the course of the enquiry, the officers of the Bikaner Centre
pointed out that their efforts to get additional watchman for
looking after the milk when in cans in the brine tanks in the
Rampuria Ice Factory had been in vain.  The existence of one
chokwidar in the night as a guard outside the closed gate from
which the DMS staff operated was obviously not sufficient for
keeping a watch on the milk which was left inside the cans in the
brine tanks at that factory as the workers of the Rampuria Ice
Factory could have access to that place from within the factoiy
itself. The Manager, Bikaner Centre could have ponted out
the difficulty of keeping watch and ward in these circumstances
and moved the then Chairman for executing a contract with
Rampuria Tee Factory in such a way that when the milk was
placed in the cans in the brine tanks therc would be a watchman
or two stationed by the DMS authorities right inside the Ice Fac-
tory so as to keep a vigil throughout day and nicht. When
transporting large quantities of frozen milk in cans in the Juggage
van at Bikaner, the Manager, Bikaner could have snepecred for
approval of the Chairman for dec<patching a responsible afficial
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of his office every time the milk cans hid to be sent from Bika-
ner to Delhi. This could at least have made such a person res-
ponsible for safe custody and transit of the items in question
from Bikaner to Delhi, especially when this excess supply of

milk in cans had to be placed in the Guard’s compartment and
not in the sealed van.

As already indicated in the previous paragraphs, the weighment of

The

The

the frozen milk in cans on receipt in the Central Dairy could not
be donc on the weighbridge which was out of order from Octo-
ber, 1969. As an alternative, therefore, this weighment had to
be got done in the Dharam Kanta at Najafgarh. The Committeo
personally checked up the difference in weight between the
Weighment as shown in the weighbridge in the Central Dairy
and that shown in the machine at the Dharam Kanta, Najafgarh
and found that in respect of vchicle No. FIE-4043, the weigh-
bridge showed the weight of that vehicle as 5670 kgs. while at
the Dharam Kanta its weight was shown as 5645 kgs. Thus,
even in the weighment of one vehicle used in the transport of
frozen milk from Bikaner to Delhi, there was a difference in
weight of as much as 25 kgs. even though that vehicle was taken
straight from the weighbridge of the Central Dairy to the Dha-
ram Kanta right before our eyes. This is a factor which has.
therefore, to be taken into account when arriving at the conclu-
sions about the differences in the weight of milk stated to have
been despatched from Bikaner and that stated to have been re-
ceived at Delhi at that time.

Committee has not been able to lay its hands on any orders or
instructions issued by the Chairman of the DMS at that time
with a view to tackling this problem.  The Committee has
not been able to find this out directly from the former Chair-
man of the DMS.

conclusion, therefore, seems to be irresistible that on the one
side thz then Manager (GD). M(P) and Chairman individually
and collectively could have taken certain steps to reduce, if not
eliminate, the losses of milk in transit from Bikaner to Delhi but
beyond pointing out the short receipt of milk from time to time
and bevond asking for additional chowkidars or other staff for
the Bikaner Centre, thought does not scem to have been bestow-
ed on the basic considerations involved in this matter such as
the provision of some lid with lock in each can beneath the two
holes on either side of the can so that the cans could be lifted
from the brine tank with case by the manual-cum-electric operat-
ed crane in the Rampuria Tce Factory nor has there been any
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specific attempts made by the authorities then to provide for a
a person to specially accompany the cans with the milk in the
course of their transit from Bikaner to Dethi. This is based on
the experiment which we conducted on 26/9/74 when we were
at Bikaner to check up for ourselves the procedure followed in
the collection of milk from the villages around Bikaner and in
its despatch frem Bikuaner to Dcthi. We sent our employee
(Shri D. S. Dchiva, Asstt. Manager) of the DMS with the lorry
carrying the load of 105 cans of 60 Iltrs. each i.e., 6300 Kgs.
from Bikaner to Delhi. On arrival at DMS premises, the quan-
tity of 6290 Kgs. was delivered and the loss in transit was only
10 Kgs. The idea of despatching the frozen milk from Bikaner
to Delhi through the tankers appears to have been taken up as
a solution to the problem bot for certain reasens beyond the
conirol ol DMS, the sume has not been implemented so far. So.
to prevent extraordinary losses of milk in tramsit from Bikaner
to Delhi, the possibility of sending by turn an employee of that

officc with the lorry carrying the milk to Delhi may be consi-
dered.

difficult in such a case of this type to fix responsibility on officers
who had to tackle the day to day problems whether at the Bika-
ner Centre or in the DMS. The Committee feel that had the
concerned ofticers brought this to the notice of the Chairman as
a routine from day to dav whenever such losses were noticed
then some means could have been devised for checking the same.
It is perhaps because of the large loss of milk which occurred
when it was bheine iransported by ra’t that the mcthod of
transport was changed from rail to road in July. 1972, This,
for instance, is a measure which could have been taken carlier
rigcht in 1968-69."

4.64. Regarding the action taken by Government on the findings of the
above Commitice. the Committee have heen informed on 6 October. 1976, as
follows:—

“The officers concerned hinve been asked to furnish the necessary ea-

planation/clarifications in pursuance of the recommendations
by the Eenquiry Committee.”

4.65. The Conunittee desired to know the reasens for exceeding the himit

of normal loss of milk in transit from Bikaner to Central Dairy of the
Delhi Milk

evidence:—

Scheme.  The Chairman, Delhi Milk Scheme, has stated in

“In Bikaner, the collection of milk is done = entirely departmentally.

That is we do not have any intermediaries; we collect the entire
quantity of milk from the farmers through our own agencies; we
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bring the milk from the distant places which are sixty or
seventy miles away from Bikaner. It is brought in our trucks.
In the transport there is 3 lot of spilling of milk from the can.
The milk js brought from the villages to the Bikaner city. About
three years back. we were freezing the milk. The milk is frozen
into slabs in the ice factories. We used to pour out the milk
from the ordinary milk cans into the containers. It is done by
freezing the milk in the ice factory. The milk was loaded in the
railway wagon and then brought from Bikaner to Delhi. It was
unloaded at the Delhi Railway Station and then taken to the
. collection unit. In the collection units, in the ice factory, the
milk is poured out into the containers from the ordinary milk
cans and it is frozen. In the handling of milk from Bikaner
and bringing it to Delhi, loss of milk was there. Three years
back we tried to bring the milk by road and we found that the
loss was not so much if it was brought by road. By the time we
brought the milk from the collection centres to the Central
Dairy directly through road, we found that the handling losses
had been reduced. At that stage the cost also had come
down. So we decided to switch over to bringing it by road.”

4.66. The Committee asked since when the Delthi Milk Scheme were
facing this problem, why action was not taken to bring it to the notice of
the Ministrv.  The Chairman. of the Delhi Milk Scheme had replied: —

“As I said we have been trving to introduce better methods of
handling the milk so that we can rectifv this situation. You
very correctly mentioned that there was a problem and a
study should have been made ecarlier and that we should have
brought this matter carlier. About the fat handling equip-
ment there are various uncertain factors. Regarding the
handling of milk. it is very difficult to fix any specific norm
as such. But, I am consulting my colleagues and we are
trying to explore what types of norms could be fixed. As
I said it is verv difficult to fix norms specifically for the fat
handling equipment. It depends upon how the milk is col-
lected. As regards Bikaner, as ] mentioned, the areas are
very far flung and we have made a study of it—that study is
under processing. We are trying to see whether we can fur-

ther improve this situation.”

4.67. The Committee wanted to know the overall actual handling loss
of all grades of milk during the years 1974-75 and 1975-76 against the
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norm of one per cent fixed by Government in 1971. The Ministry have
stated:—

“Such analysis was not conducted in the year 1974-75 on ac-
count of paucity of staff; as such, accurate figures cannot be
furnished. However. the percentage of loss worked out to
5.19 per cent on the assumption that average percentage of
fat in buffalo milk is 6.3 per cent. (This percentage is on
the basis of rates provided in the budget estimates) as per
details given below:—

{1974=15)

Pat Received Fat utilised Shortage Percentage
{in takh Kgs.)

48-78 4425 2°53 519

The percentage of loss during the year 1975-76 is 5.34 per cent as
below: : B . ]

1975-76)

Fat Received Fat utilised Shortage Percentage
{in fakh Kgs.)

5237 498 2°7q 534"

4.68. In another note furnished to the Committee, the Ministry have
indicated the quantum of loss of fat in the milk returned by the milk
depots during 1974-75 and 1975-76:—

Year Fat avatlable in the  Fat actualle received Fat losses
returned itk at the Centre

(Figures in Kilograms)
197475 . . . 18758 195 62 196
1975-76 . . . D193 13- 38 14 %5

It would be observed that the quantitative losses of about 12 Kgs. in
1974-75 and about 15 Kgs. in 1975-76 as compared to the quantity of
fat of about 4000 Mts. distributed in the processed milk in the above
years are quite negligible.
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The fat losses in the returned milk are due to the following reasons:—

I8
2.

Sticking of fat to the caps of the bottles and inside the bottles.

Curdling of returned milk (in which case no fat recovery is
possible).

. Sourage of processed milk on receipt back at the Central

Dairy which results in fat losses.

De-capping of wmilk bottles, enroute which results in spillage

of milk and the loss of fat which remains floating at the
surface of the milk.

. Breakage of bottles filled with milk in the process of handling

en route and at the Depots.”

4.69. The Committee pointed out that against the norms in terms of
percentage fixed for the loss of far during processing in the Central
Dairy. the loss of fat in processing had been higher and enquired the

reasons.

The Chairman. Delhi Milk Scheme. has stated as follows during

evidence: —

“The norm for fat loss at the Central Dairy is 2 per cent. Again,

the norm has been fixed on an estimate basis. We have been
checking up with several dairies and also with the National
Dairy Development Board. There are no norms as such
fixed for losses. stage-wise. T do not think apv of the other
dairies or plants have got it. We have asked for the views
of the National Dairy Development Board; and they have
told us that National Dairy Research Institute iy carrying out
certain trials and are working on this problem. As far as
the actual handling losses are concerned, they are due to
various factors, The more the quantity of butter oif that is
used which comes from abrouad, in tins—and more is the fat
loss. The National Dairy Research Institute is working on
it and it has not submitied any recommendation so far.”

He has added:—

“The losses depend on a number of factors. One is the extent to

which butter oil is used. Butter oil is imported and the stock-
ing of the butter oil is done in tins. Despite the sealing of
the tins, the spillage of butter oil i there from leaky rins,
when they come from Bombay to Calcutta and then to Delhi.
Then we have the machines where fat is utilised; their condi-
tion i also importany in this connection. There is also some
difficulty in regard to computation. There is no accurate
method of computation. In the mechanical process, it is diffi-
cult to estimate how much of milk or cream has gonc from
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one stage to another. There are flow-metcrs for this purpose,
which are not made in this country. There are imported
ones. The meters that we have, have started giving trouble.
They are not repairable locally. We have again imported
them. 1In regard to the process loss within the dairy, it is
difficult to estimate how much loss is there from stage to
stage. We have to make an overall accounting. There is
also the human error. j.e.. mistakes in reading the fact of
loss at various stages. But the fat losses depend on the extent
of reconstitution of milk. In the case of reconstituted milk,
naturally because it is solid fat, the losses are more than in’
the casc of liquid milk. The condition of the plant and
machinery and the handling conditions also play a part.”

470, The Ministry had stated to the Audit in April, 1976 that the
norms fixed earlicr were not realistic in the present condition of the work-
ing of the Detht Milk Scheme.  Enquired if the norms had been revised
according to the present conditions, the Chairman. Dethi Milk Scheme,
deposed:—

“We have referred this matter to the Government and final deci-
sion of the Government iy awaited.”

470 In reply to 5 guestion, the  representative of the  Delhi Milk
Scheme has stited:——

“The norms for fat losses. | understand, have not been worked
out by anv of the dairies including the Amul Plant. A study
is going on in the National Dairy Rescarch Institute about
this matter.  After the study results are available to us, we
would be able to fix up the norms. So. we would be guided
by the results of the National Dany Research Institute.”

472 The Committee enquired how the increased use of butter oil
could increase the fat loss,  The Chairman of the Delhi Milk Scheme
has deposed:—-

“We maintain the plant and equipment to the best of our ability.
But the problem js that during 24 hours’ use. we have only
a limited time available for repairing and overhauling them.
The machines are used for 2 or 24 shifts a day. Thev also
have to be cleancd. The time available is short, Maoreover,
there are problems inherent in the handling of butter oil. It
comes in containers and these containcrs  somctimes  start
leaking. The fat comes out of the containers in the process
of handling them. The fat in the containers is melted and
pourcd out; still some fat sticks to the sides of the lines. It
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is difficult to remove a thing like fat from a container eatire-
ly. Then, the process of mixing of the butter oil, after it is
reconstituted into milk, requires handling of pure fat. While
the loss of fat in milk is only 6 per cent, here it is {00 per
ceat. So, the quantity of loss goes up if you increase the

use of butter oil.”

4.73. The Committce asked whether the problem of sticking of butter
oil to the tins had been examined by any expert or any opinion had been
obtained from abroad. The Secretary. National Dairy Development
Board, has said during evidence: —

“Butter oil is being used in the four dairies of Calcutta. Bombay,
Delhi and Madras. We have no information about its use
abroad for reconstitution of milk. As to what extent this
can be used and what would be the loss, the figures are not
available, but it is a fact that stickiness would remain in the
tins, and this would result in a loss.”

474, In a written note subsequently sent by the Ministry. the posi-
tion has been explained as follows:—

“The problem of sticking of butter oil to the tins was not
examined by any outside expert. However, our own engi-
neers/experts examined it in consultation with the officers of
the N.D.D.B. and the experts of the Ministry of Agricul-
ture informally. On the basis of these discussions with the
aforesaid officers, a draining tray with steam injection for
melting butter oil and to facilitate its casy removal from
the tins was devised. The draining tray was installed/com-
missioned in December, 1974."

4.75. The Committee pointed out that the Ministry had informed the
Audit that the norm of one per cent loss of milk in processing was gene-
rally fixed for the dairics which were on'v pasteurising and bottling milk
as it was and enquired the basis on which norm of one per cent was
fixed by Government. The Chairman of the Delhi Milk Scheme has
stated during evidence:—

“We have tried to collect this informafion and most of the dairies
have not yet fixed the handling losses, but provisionally.
they have fixed one per cent on the basis of milk. Some of
the dairies have fixed on the basis of fat content. For
instance, product plants which manufacture butter and
milk powder, they go on the basis of loss on account of fat.
As far as the liquid milk plants are concerned, they gene-
rally go on the basis of liquid milk itself. They fix up on¢
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per cent; but in some cases, it is more, in some other cases,
it is less. It depends upon the individual conditions prevail-
ing in a particular dairy. - Efforts are being made that it
should be within one per cent.”

4.76. The Committee asked whether the Delhi Milk Scheme had

worked out the actual percentage of loss. The representative of the
Delhi Milk Scheme has stated:—

“We go on actual basis. The problem here is that milk is made
into two types of products. It is used in fluid form also.
We fix up the norms in terms of fluid milk. We have to
take into consideration how much fat it contains. It con-
tains diffcrent amounts of fat and SNF, may be 10 per cent
or 5 per cent. The fluid milk has to be broken up into
constituents of fat and SNF. No Dairy has worked out the
actual norms for the fat losses. Exercises are being carried
out by the NDRL. As and when we are advised by them,
we can fix tangible norms. We had also consulted the
N.D.D.B. They indicated that there was no such fixed norm.
It requires trials. The norm that has been fixed is arbitrary.
It is not based on any trials. 1t is fixed at one per cent. But
in actual practice, it may not come to one pér cent. It de-
pends on product-mix, how much SNF is there, how much
sour milk is there and all that”

4.77. In reply to a question, the Chairman, Delhi Milk Scheme, has
further stated:—

“What is absolutely essential is.keep a careful watch on the
losses, both of fat and SNF. If we can get guidelines to
determine the optimum level at which losses should be
pegged, then those guidelines will help us in studying our
internal working of the scheme in every dairy plant and
jmproving the performance wherever it is found to be
necessary. [ do not think any absolute yardstick can be
laid down because there are so many indeterminate factors,
the quality of the milk, the operation through which it is
put, the products that are made, the condition of the plant
and mrachinery, etc. But these guidelines will be useful in
determining, locating and improving the performance of the
dairy plant. We would like to look forward to guidelines
from the N.ND.R.1”

4.78. Asked whether any review was made of the losses, the repre-
sentative of the Delhi Milk Scheme has said: —

“We have been reviewing the fat losses from year to year. We
have tried to study the matter in depth and locate the res-
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sons for fat losses and reduce the fat losses to the extent
possible. This has been a continuous exercise. It was pot
the optimum losses, it was the maximum level of loss at
cach stage of operation. That norm is difficult to fix because
there are so many variables. We have to have a constant
watch on this and have certain guidelines to see that correc-
tive measures are taken in time. Monitoring is done regu-
larly. But as far as fixing up of any rigid norm is concerned,

it may be difficult. Guidelines possibly is the only answer
to it.”

4.79. Explaining the steps taken to minimise the losses, the Chair-
man of the Delhi Milk Scheme has stated before the Committee:—

“We have taken a number of measures. The method of estimat-
ing the fat content in fluid milk was such that there was
some scope of error in that, There are various methods of
doing it. We have introducéd a system according to which
we do not go below the norm fixéed in the various enact-
ments. We have tried to fix the norms and methods in such
a way that we do not cross the limit to a substantial exient.
That rigid method of testing has reduced the outgo of fat in
the milk to the extent that the method has become moro
accurate. About the plant and machinery which was res-
ponsible for fat losses, to a large extent, these have been
replaced. Some are in the process of being replaced. As
soon as the new plant and machinery is installed, the losses
will be reduced. For butter oil handling, wz have an cla-
borate exercise done with the assistance of the National
Dairy Development Board. Improving the methods of
handling butter oil very significantly will reduce the ex'ent
to which fat losses take place and will also facilitate the
handling of butter oi'. As regards the estimation of fat con-
tent in the raw milk as well as processed milk, even at the
village level, we have had carefd] checks and we make a
regular daily exercise to cross-check at headquarters. We
arc importing flow meters which will measure the amount of
milk which goes into various tanks, from one tank to anoher,
from one process to another, and which will give us actual idea
of fat content. We have taken a number of measurcs in this
direction.”

4.80. The Committee asked the reasons for breakage of bottles in
excess of the norm of one per cent. The Chairman of the Delhi Milk
Scheme has stated:—

“There are 2 or 3 factors responsible for bottle breakages. First
of all, the norm was fixed on a trial basis. There was no ex-
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perience behind it. It was operative for one year. We studied
the extent of bottle breakage. According to the figure of
the other large dairies, one bottle breakage is not excessive.
It is within 1.5 per cent. Many dairies have got a higher
percentage. During the international Dairy Congress held
bere—which I attended—I came to know that in the European
countrics—U.K. and others—the number of rotations to
which their bottles arc subjected is 18 per cent to 20 per
cent. It means 5 per cent bottle loss. Now hzre it is only
1.5 per cent. There is another factof. We do not have
breakage only inside the dairy, We also have it enroute.
The bottles are taken in vans to the booths. We have the
distribution in the booths and bottles return from the booths.
We have norms for the entire process of distribution and
handiing. Some of the dairies have norms only for the
dairy proper. They are related only to factors concerning
the dairy. But here it is the route breakage ie. when the
crates are carried to booths there can be breakages because
of rattling; then during handling at the booths, loading and
unloading also, breakage can arise. The entire operation is
taken into consideration. The losses are both dairy and
distribution-based.”

4.82, The Committee are unhappy to note that procurement of milk
Scheme has clarified that the quality of bottles was good. The breakage
of bottles was due to handling and rtechanised failure.

4.82. The Committee are unhappy to note tha! precuremeant of milk
from Bikaaer Centre had heen on constant decline upto 1973-74 though it
started picking up from 1974-75 onwards. The procurement had gone
down to 12.71 lakh litres in 1973-74 as against the quantity of 50.32 lakh
litres of milk procured in 1971-72. This downward trend had not only
affected the supply of milk but had also increased the bandling cost of
milk from 14.5 paise per kilogram in 1971.72 to 45 paisc per kliogram ia
1973.74.

4.83. The Committee are also perturbed to find that the losses of fat
and milk in transit from Bikaner Centre to the Central Dairy were much
higher than those susta’ned in other Centres, The averag: loss of fat in
transit from Bikaner Centre was as high as 4.47 per cent ia 1972-73
compared to 0.79 per cent from other Centres, Similarly, the average loss
of milk in transit from Bikaner Centre was 2,12 per cent in 1972-73 while
the average loss of milk in transit from other Cenfres was 0.14 per ceat
This dearly indicates the uaeconomic working of the Centre (hen, Losses
of iat and milk had, in fact, occurred earlier also and this Committee in
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thelr Gth Report (Fiith Lok Sabhks) (1971-72) kad stressed the meed for
conducting an investigation of the circumstances leading to the extrnordinary
losses in transit during 1968-69. No worthwhile action appears to have becn
taken by the Ministry in this regard. However, in January, 1972, 8 Com-
mittee of Officers was appointed by the Chairman, Dethi Milk Scheme, to
probe into the losses of milk in transit from Bikaner Centre. This Com-
mittee of Officers had very adversely commented upon the fuactioning of
the Bikuner Centre including the role of the officers responsible for the
execution of the job. The Committee are snrprised that though the report
was submitted by the Commit'ee of Officers in August, 1975 till now no

conclusive action appears to have been taken in pursnance of the observa-
tions made by it.

So far the comcerned officers have only been asked to furnish the
mecessary explamations/clarifications. The Committee would like the Min-
istry/Delhi Milk Scheme to finalise afl actions on the report without loss
for further time and apprise this Committee of it together with the steps
taken to avoid recurreace of such situations in future,

4.84. To their great surprise the Commi‘tee have leamt frrem a note
furnished by the Ministry of Agriculture snd Irrigation (Depar'mont of
Agriculture) on 7 May, 1977 that the Bikamer Cen‘re h"d been closed
since 9 September, 1976 as during the course of evidence no indication
about the likely closure of the Cen‘re was given by the revresentatives of
the Ministry and the Delhi Milk Scheme. What has surrrised the Com-
mittee more is the closure of the Centre has come at a tme when it had
shown some improvement in the procurcment of milk which had picked
op from 47.82 lakh litres in 1974-75 to 64.33 lakh I'tres in 1975-76 and
the average loss of milk and fat in framsit had gone down to 1.01 per cent
and 2.78 per cent respectively. The Commi‘tee would like to be appri-
sed of (he impera‘ive reasons which promp’ed the Government to close
down the Bikaner Centre and the alternate arrangements rxade in this
regard.

4.85. The Committee note that Delhi milk Scheme had sold milk to
Rajasthan Go Sewa Sanch Bikaner from Anril, 1969 to December, 1973,
for distribution in Bikaner city on the basis of procurement price plus 21.5
paise per litre to cover the handling charpes (excloding the overheads). As
fhe cost of handling the milk in Bikaner was higher than the rate of 21.5
paise per litre, the Delhi Milk Scheme had fo suffer a lons of Rs. 0.91 lakie
for the above ssle. The Comm'ttee would Hke to know the circomstances
mmder which the milk was sold fo the Sanch at a lovs, particniarly ot a time
when the procarement of mik from Bikaner was showing a dowsward trend
snd the miik was required for the dairy in Delhl.
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4.86. The Committee note that the capacity of bye-products plants of
the Delhi Miik Scheme, namely, bu'ter m: nufacturing plant, ghce mzrufac-
turing plant, casein plant, and ice-cream plant was grossly under unutilised
since 1970-71. The percentage of capacity utilised per day during 1973-74
was significantly low as the utilisation of different plants duriag that year
was (i) butter manufacturing plant 24.5 per cent; (ii) ghee manufacturing
plant 0.63 per cent; (iii) casein plant 1.6 per cent and (iv) Ice-cream plaat
1.86 per cent. 1In (h's connection, the Committee would likc to be apprised
whether the capacities of these plants were fixed on any particular produc-
tion pattern taking iato account the processing capacity of the Central Dairy
and if so, the reasons for not following that pattern.

4.87. The Committee note that for increased production of ghee of 6.74
lakh Kkilograms in 1972-73 and 5.66 lakh kilograms in 1973-74, fat was
diverted from raw milk and to make up the resultant shortfall of fat large
queantities of butter oil was used up for preparatioa of pasteurised milk. This
step had to be taken as the air-conditioning unit for butter oil storage provid-
ed for in the second phase expansion at an estima‘ed cost of Rs. 8 lakhs had
not beca installed. Had this been done, the Commit'ec feel, the problem of
spoilage might not have arisen. The Committee would like the Dethi Milk
Scheme to work out the comparative economics (including foreign exchange
implications) of the substitution of fat in raw-milk by butier oil in the
preduction of pasteurised milk and use of fat ip the raw milk for production
of ¢hee so that bufter oil for production of ghee is used economicslly.
judiciously and also kecping in view health considerations.

4.88. The Commiittee are perturbed to find that loss of fat and milk in
processing at the Central Dairy had been much more than the norms fixed
by the Decthi Milk Scheme. It is noted that the ac'oal percentage of loss of
fat in excess of the norms was 3.8 per cent ia April to September and 4.6
per cent in October to March in 1970-71, 4.5 per cent in 1971-72 and 4.8
per cent in 1972.73. The reasons for the increase in the fat losses as ex-
plained by th- Delhl Milk Schems are @ (3} increased used of hutter oil for
reconstitution of milk on account of decline in availability of raw-milk;
(i) progressive decline in the condition and performance ef milk handling
machinery; (iii) lcakaoe of botter oft from tins dorine transportation: and
(iv) stickinn» of butter oil to the side of tins while pourias ont in the hoppers.

4.89. Similarly, the Commitiee find thet ns »ra‘nst the norm of 1 per
cent fixed by Government in July, 1971 and effective from Appnst 1, 1971
the overall actual handling loss of af] rrades of milk was abort 1.5 per cont
in 1970-71 and 1971.72, 2.07 per ceat in 1972-73 ond 3.05 per cent In
1973-74. The increasing percentage of loss is atfribufed to the decline in
the condition of performance of the plant and equipment.
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4.90. The Committee had been iniormed during evidence that despite
takiag a number of measures, such as replacement of piant and machinery,
better handling of butter oil in consultation with the National Dairy Deve-
lopment Board. daily checks at village level and cross-checks at headquar-
ters, import of flow-meres to give an acfual idea of fat cfc., losses conti-
nued to occur and the National Dairy Rese:rch Institute is carrying certaim
trials and working on the problem. The Comrnittee feel that National
Dairy Research Institute should have been asked to thoroughly inves‘igate
and suggest remedial measures in this regard. The Commitice would like
the Ministries/Declhi Milk Scheme to place before DRI all the facts and
figures leadine to loss of fat and milk in various stages of processing so
that the problem is studied thoroughly and <uitable solution fonnd without
further declay. The Commitiee hope that after the problem is resolved,
necessary guidelines would be laid down for application of the resul's of
study. The Conxnittee would like to be informed of the necessary steps
taken in this regard so as to reduce losses both in fat and milk. to be
minimum.

4.91. The Committee are unhappy to note that the maintenance of fat
utilisation account has beca dispensed with fromm December 1973 om
account of paucity of staff. The Committee do not accept this plea and
would like to stress that since the ~om-flation of this impertnt defn helps
in determining the quality of milk it is imperaiive that this <hould be
maintained properly and regularly.

4.92, The Committee are perturbed to note that against the norm of
1 per cent of breakage of bottles, the ac!ual breakage of bottles has been
constantly in excess of the norms and showed a rising trend in 1970-71
onwards. It is noted that the percentage of breakage in excess of norm
has progessively risen from 0.08 per ccat in 1970-71 to 0.65 per cent in
1974-75. The reasons for breakage of hotfles are stated fo be progressive
decline in the condition and performance of bottling plant and equipment,
unsatisfactory condition of flooriap. careless handling by the workem,
malpractices. piferages etc. Since the breakage of bottles has been both
inside the Dairy and en route to and {rom Depots, the Committee would
Iike the Delhi Milk Scheme authorifies to maintain separate figures for
breakages of bottles both at the Dairy and Depot levels so that the losses
are snalysed for svitsble remedisl measures. The Commitiee also desire
that soparate and revised norms may be fixed for breaksges during both
these processes in the light of past experience,

D. Comsumption of Utiliies—Stezmn. Coal, Chilorine and Csustice Sods

Audit Paragraph

4.93. No norms have been fixed by the Management for exercising con-
trol over the consumption of the following items of utilities. An analysis of
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the consumption of these items indicated that the consumption thereof varied
considerably, vide details given below:—

1969-70  1970-7t  1971-72  1972-73  1973-74

Average consumption of steam coal
at miltk sli::tion and chillin
centres per ¢ lakh  litres o
milk chilled . . . 24 %2 12 14 81

(figures in tonncs)

Average consumprion of chlorine
per t lukh bottles handled in the
Central Dairy . . 42 68 8-4 5:9* 4 6%

(figures in Kgs.)

Average  consumption of caustic
soda per 1 lakh oottles washed. 479 52-4 62-8 64-1 63«

(figures in Kgs.)

[The Managcmcnt have m’orm"d the Audit in June, 1976 that
formal norms have been fixed in regard to consumption of
Chlorine in March, 1976]

[Paragraph 48 (4.2.3. (vi.) of thz Repor: of the Comptroller and
Auditor General of India for the year 1974-75, Union Govern-
ment (Cm!)]

‘7 3 l\zs in 1972--';
256 Kgs. in 1973-74

fSubsequently intimated by the Ministry to Audit).

4.94. Pointing to the fluctuation in the average consumption of steam
coal, chlorine and caustic soda from year to year, thc Committee enquired
whether any decision had been taken as to what should be the average
consumption of these items. The Chairman. Delhi Milk Scheme, has
stated:—

“As for these figures that you read out (from Audit paragraph),
there were slight misunderstanding when the auditors had taken
these figures. The percentage of chlorine differs from variety
to variety. For example, sodium hydrochloride contains cer-
tain percentage of chlorine. These percentages vary according
to the variety. As far as norms part is concerned, we have
laid down norms and yardsticks regarding usage. As far as
chlorine is concerned. we increase its frequency in order to
improve the hygienic conditions. So. it depends upon the fre-
quency of usage because a number of plants have to be clean-
ed. Of course, the price depends on the strength. The pric.
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factor is also taken care of. In these things, one has to take
all these factors. So, norms have been prescribed, For othars
also, norms have been prescribed. Records are main‘ained as
to how thess are-used.”

4.95. The Committee asked whether reasons of the excess use of these
items had bezn found out. The representative of the Delhi Milk Scheme
has said:—

“One would get that impression. Bui if we analyse it, we will find
that it is not the consumption that has gone up. It has gone
up only to the extent that additional plant and machinery have
been installed and they have to be cleaned. The frequency
of use has also gone up.”

4.96. In reply to a question, the Caairman, Delhi Milk Scheme, has
further stated:

“The frequency of cleaning plant and machinery should not  be
linked up with production, when the same quaniity of milk
is being produced. The number can go up without the pro-
duction going up. We have better {aciliiics to handle milk.
It will improve handling and improve quality of milk, but the
production may not go up. There is no direct linkage. It
is important no doubt. When the frequency increase, it auto-
matically increases the consumption of chiorine. But therc are
norms for using these chemicals.”

4.97. The Committee pointed out that average consumption of caus-
tic soda per onc lakh bottles washed was 47.9 Kgs. in 1969-70 and 62.8
Kgs. in 1971-72 and enquired the reason for the steep rise, The Chairman,
Delhi Milk Scheme, has stated:—

“The strength varies from 47 per cent to as much as 67 per cent
and even more depend'ng on the manufacturer’s grading, and
we buy on the basis of strength.”

498. The Committee desired to know the average consumption of
steam coal at milk collection and chilling centres per one lakh litres of
milk chilled, average consumption of chlorine per one lakh bottles handled
in the Central Dairy and average consumption of caustic soda per one
lakh bottles washed during 1974-75 to 1976-77. In reply, the Ministry
have stated as follows:

“The requisite information is not being compiled in the desired
form.”
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4.99. The Committee note that average consumption of steam coal,
chlorine and caustic soda varied widely during 1969-70 to 1973-74. No
satisfactory explanation had been advanced for this varialion. The Com-
mittee desire that a thorough study should be made regarding utilisation of
these items and morms fixed by the Delhi Milk Scheme at the earliest in
consultation with experts. The Committee need hardly emphasise that all
out cfiorts should be made te cfiect economy and savings in e consump-
tion of steam coal, chlorine and caustic soda so as to reduce losses.

4.100. The Committee regret that Goverament/Dethi Milk Scheme have
not maintained statistics regarding average consumption of steam coal,
chlorin: and caustic soda from 1974-75 onwards. Since such statistics are
vital for ascertaining the rate of consumptioa of these articles over a piven

aumber of units as also for the purpose of provisioning of their supply etc.,
it is suggested that such statislics may be maintained.



CHAPTER V
DISTRIBUTION AND SALES
A. Distribution of Milk

Audu Paragraph

Arrangement for distribution—Milk is distributed through a chain of
depots located in the various parts of the metropolitan area.  These
depots are usually manned by students who are appoin‘ed as Sen‘or Depot
Agents and Decpot Agents on part time basis; the remuneration of a
Sepior Depot Agent is Rs. 2.25 per day and that of a Depot Agent Ra
1.15 per day.

5.2. For the despatch of milk from the Central Dairy to the Depots,
the entire complex is divided into a numbzr of routes which are rerved
by a fleet of vans. The maximum load capacity of a van is 300 crates
or 6.000 bottles.

S.3. The table below indicates the data relating to the number of
mkx denots, quantity of milk distributed. number of routes operated and
the fleet sirength of vans during the vears 1970-71 to 1974.75: -
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Yesr Number of Depots at the end Quantity of milk . Total pumber of Tatal Total

of the year : disuributed perday £pg; routes number
of vans
as at
the end
of the
— —— —_—- _ year
Moroing Evening  Total (in lakhlitres) Moming Evening
J 2 3 4 5 6 7 8 9
1970-71 . . : 516 443 L] 2.64 (;F!c)l‘;;skive 73 45 118 119
supplies
- . . for which
scparate
figures
were not
available)
1971-72 . . . . 570 451 1021 476 Do. 743 45 118 121
197278 . . 600 453 1033 289 Do.j 77 46 123 123
1973-74 . . . . . 625 460 1078 2-89 Do. 7y 46 123 148
1574-7% . . . . . 698 465 1109 2:93 Do. 78 46 124 158

Norg o Far s e ol itk oo basts, the exiens b

13 Al Day M Ik 3aatls and 1+ Milk Bar as on 31-3-1975.

(The Cormmittec have brsainf-md by ths M oaistey 03 7 May, ig77. taac ar vy g 33,33 e ol mille was being distributsl

pr day at present),
Tha Minagement have n3 o> aailed daty with then ~elating tr tynad ryacs-Kilomstras involved, route-Kilometres required
to be peeformed per van, ths number of d3psts U bz ssrved pervavand the astual deployment of vans. In the absence of
tais inbarmation, it ¢ ald not be 2xa nined ia Aadit wizther the flzet strength was appropriate and whether the vans were
being 11tired elfectively

LT



118

5.4. Effectiveness of the system of distribution—

(a) Actual supplies of milk to consumers are made against cash
payments on the basis of metal tokens issuzd by the Sche-
mes, which indicate the number of depot as well as tho
number of bottles authorised to be drawn. For this purpose,
the scheme maintains a register indicating the tokens issued
and the quantity authorised thereon depot-wise. The record
so maintained is not, however, up-dated to take into account
cancellation, inter-depot transfers, etc. of tokens. As on a
particular date, it is not, therefore, possible to ascertain the
total number of tokens in circulation with a view to gauge
the extent of demand represented by these tokens. Agan no
exercise was made up to October, 1973 to assess the number
of tokens prescnted for drawl of milk so us to determine the
requirement of milk for each depot and ensure, as far as
possible, equitable supply of milk to each depot in the context
of overall suppl>.

5.5 According to information furnished by the Scheme in  March,
1975, the total number of tokens issued by the Scheme was 4,49,860 up
to 31st March, 1972, 4.59.201 up to 3Is: March, 1973 and 4,63,944
up to 31lst March. 1974, The surveys conducted by the Scheme in
August/September, 1973 and Octcber, 1974 however, placed the rum-
ber of tokens in circulation at 2,92,778 and 2,70,052 respectively. There
was thus wide disparity botween the two sets of figures which indicates
that assessment of demand for milk as a whole for all the d-pots as
well as for cach individual depot was made only on ad hoc basis.

5.6. The Management have stated (March. 1975) that they were
earlier following the practice of determining the requirement of m'lk of
each depot on the basis of indents sent by the Senior D:pot Agzents
which were periodically cross checked by Ficld Officers. Tt has further
been stated that a system of maintaining depo!-wise register indicating
the changes in the quota of supply cn account of iscus of new tokens wnd
cancellation and transfer of existing token has bzen introduzed with
efflect from December, 1974.°

(The Ministry have informed the Audit in April, 1976, that the authen-
ticated list of valid tokens has been prepared and affixed in the
new Master Token Register).
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5.7. (b) Thers was no regular system of carrying out a check of the
unauthorised tokens presented to the depots for drawal of Milk. In this
connection, the Management have stated (March 1975) as follows:

(i) In the past, checking of milk tokens with reference to tho
ration cards was got conducted through the Assistant Milk
Distribution Officers only in case of such depots where com-
plaints about short supply/mal-distribution of milk were
persistent.

(ii) In order to a eliminate unauthorised and bogus tokens, an
intensive drive was undertaken in the course of last year and
a half and, as a result of completion of such checking at 876
depots, 17,335 unauthorised and bogus tokens had beea
seized and cancelled. This drive is still continuing.

{The Ministry have stated to Audit in April 1976 that physical verifica-
tion with or without ration cards has been completed in all the 1138
milk depots and 656 depots have been checked with ration cards
and tokens have been reserialised. As a result of checking 27478
tokens have been cancelled.}

5.8. (¢c) In order to avoid mal-distribution of milk at depots, the
senior Depot Agents are required to maintain ticklers showing the tckem
presented, the quantities authorised and issued. The intention is to eli-
minate double drawal, irregular drawal on original/duplicate/triplicated
tokens. Instructions also exist not to make any sale to non-‘oken holders
and to ensure that no token holder is denied milk altogether. The eff-
ectiveness of these instructions and the extent to which genuine d:mand
was fulfilled could not be examined in Audit in the absence of relative
records required to be maintained in the depots; documents, if any, bear-
ing evidence of inspection of such records were also awaited at the time
of finalisation of this Report (November 1975).

5.9. (d) The number of complaints regarding the functioning of
milk depots, as furnished by the Scheme showed that th=se had gone up
more than 100 per cent in four or five years, as per data given brlow: —

Year No. of

complaints

19hg-70 . ) . . . . . . . N . Bgs
1970-71 . . . . . . . . . . . 986
1971-72 . : . . . . . . . . . 1164
1972-73 . . . . . . . . . . . 1604

107174 . . . . . . ‘ . . . . 170 %

1974-75 . . . . . . . . . . . 1876
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5.10. The complaints related broadly to non-supply of milk to the
token holders, unauthorised supply of milk to non-token holders, short
supply, late opening and early closing of depots, rude behaviour, black
marketing, backdoor supply, change of seals between different grades of
milk bottle, non-returning of balance money etc. It was stated that
the complaints were investigated by the field officers of the Scheme and
necessary action taken.

Demand satisfaction

5.11. (a) The requirement of milk in Delhi was estimated by the
National Dairy Development Board at 6 lakh litres per day on the basis
of 1971 population projection (43.76 lakhs) and 7 lakhs litres per day
on the basis of 1976 population projection (55.27 lakhs). In 1970-71,
the Scheme supplied 2.64 lakh litres of milk per day, which represented
about 44 per cent of the demand assessed by thc Board in 1970-71.

5.12. (b) 1,11,782 applications for issue of new milk tokens were
pending with the scheme as on 31st March 1975. The age-wise break-
up of the applications and the quantum of milk asked for by the appli-
cants has not been compiled by the Scheme. The Scheme has its own
system of categorising the applicants for determining the priority for
issue of tokens, subject to availability of milk.

{Paragraph 48(4.3) of the Report of the Comptroller and Auditor Gene-
ral of India for the year 1974-75. Union Government (Civil)].

S.13. Since the Audit para gives the information upto 1974-75 at
the instance of the Committee, the Ministry of Agricu'ture and Irriga-
tion (Deptt. of Agriculture) have furnished the folowing figures regard-
ing the quantity of milk distributed the total number of routes covered
(Morning and evening) and the total number of milk vans at the end of
1975-76 and 1976-77:

Year ) natity of nilk distributed Average per day

{a) Qrantity of milk distributed

1375-75 . 11,3%,45,748 litres g 10 lakhs litres
1976-77 . 12,14,93,108 litres 3-95 lakhs litres

1b) N under ~f Ryates covered

As on 31-3-1976 . Morning 78

Evening 46
At on 31-3-1977 . Mborning 82
Evening 48
Special 2

{¢} Tai nunder of 231
1975-76 . 97 vans
1976-77 . 99 vans
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5.14. A study on Delhi Milk Market was conducted in May-June,
1970, jointly by Staff Members of National Dairy Development Board
and the Indian Dairy Corporation at the request of the Delhi Milk
Scheme in collaboration with the officers concerned. Some salient fea-
tares of the study are given below:—

1. The study indicates that 97 per cent of the household in Delhi
City regularly purchase, on average 1.6 litres of milk daily.
The very poor can afford less than of this quantity while the
higher income segment households buy nearly one-and-a-
half times the average quantity. On a per capita basis the
higher income segment consumes nearly six times the quan-
tity available to the very poor.

2. The total quantity of liquid milk purchased in Delhi for domes-
tic consumption is some 827 thousand litres daily—230 gms/
capita/daily including non-buyers, which is nearly 1.6 times
the national average of 140 gms/capita daily.

3. Delhi City’s average milk price is 129 paise per litre. Non-
dairy buyers from the very poor and poor income segments
buy costlier @ 143—150 paise/litre vs. 136 paise per litre by
higher income segments.

4. The higher income segment consisting of 22 per cent of the
households accounts for 34 per cent of the milk purchased
in Delhi City for domestic consumption. T"-c p r entarn
shares of the market claimed by the very poor, poor and
middle income¢ segment houscholds is 1.7, 27.4 and 36.8
respectively.

5. Nearly a third of m'lk purchasers make use of credit facilities,
The very poor avail it the least—and pay a higher price.
Houscholds from the poor income segment enjoy more of
monthly credit facility.

6. 1t is generally believed that Dethi is  a butfalo milk market.
QOur evidence based on the analysis of milk samples collected
from various sample houscholds does not, however, suoport
this contention, Delhi appears to be more of a cow or stand-
ard mitk market.

7. In Delhi, the Dairv Milk cus'omers come mostly from  the
middle and higher income scgments (80 per cent). How-
ever, only a fourth of the total city milk buyers patronise
dairy as the only source of milk. Some pcople buy milk
from two sources including the dairy at differcnt times and
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prices. Nearly a third of the households purchase milk only
from traditional vendors. Nearly 2/3rd of all purchasing
houscholds buy milk both morning and evening. More milk

is bought from the Dairy supply than non-Dairy-1.8 litres
daily vs. 1.19 litres.

5.15. The Committee desired to know whether Government  had
-studied the distribution systems prevalent at places other than Delhi with
a view to imbibe and accept the merits inherent therein where milk distri-
bution system was in operation. In this connection, the Committee
referred to the following recommendation made in the 83rd Report of
the Committee on Public Undertakings (5th Lok Sabha—April 1976)

and enquired as to what action had been taken by the Governmeat
thereon: —

“The Committee recommended that Government Corporation
should immediately go into the cccaomics and operational
efficiency of the various distribution systems and dctermine
their merits and de-merits with reference to each of the four
cities, viz. Bombay, Calcutta, Delhi and Madras, which are to
be served by Mother Dairies. They would like the Gov-
ermmment to examine whether, instead of introducing one flat
system in the whole city, it would not be better to introduce
different systems in different parts of the city after taking
into account the over-all preference of the people of each
locality, the layout of the locality, operational expenses and
efficiency and other relevant factors. They need hardly point
out that whatever system is chosen for any locality, it should
be operable at the maximum of efficiency with the minimum
of overheads so that milk of good quality may become avail-
able to the common man at the most competitive prices....”

5.16. In reply, the representative of the Ministry has stated:

“After the receipt of this report, we have set up one Committee
under the Chairmanship of our Joint Dairy Development
Commissioner. They are going into this question of distri-
bution system, particularly, under the Operations Flood—
what we call ‘bulk-vending system’. We are expecting the
report of that Committec shortly.”

5.17. Asked if Government had tried to evaluate the experience of
distribution systems in Bombay. Madras and Calcutta, the representative
of the Ministry has stated:

“In the MDS the distribution of milk 1s throuch the bottles. Their
expansion in the distribution system has the been on those
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lines. But, with the other dairy coming up, we are thinking
of the alternative system of tetrapak or potythene pouches in
addition to the bulk vending system.”

5.18. The Committee cnquired whether thc Delhi Milk Scheme had
studied the distribution system as it existed in England, Nigeria or in
Kenya where the shopkeepers, who wanted to sell the milk, approachcd
the main distribution arcas, may be in the headquarters, and sold their
supplics at the shops. The Chairman of the Delhi Milk Scheme has

stated that

the system is in vogue in most advanced countries because it

is very convenient.  In this conncction, he has further stated:

“We have given carcfu! thought to that system carlier for our

He has

nln

Delhi Milk Scheme too.  The basic difficulty is that we are
selling the milk at about 65 per cent of the market price and
if we involve the intermediaries in the distribution process—
the shopkecepers and other people, agents ctc.—they will
only biack market the mitk and they will not give that to the
token-holders.  We have only to rectify this situation—ei-
ther we have suflicient milk to give to the whole of Dcihi or
vie Tave a pricing policy wherchby the price of milk is the
same, more or less.  Then only we can think of the inter-
mediaries who will give the milk to the tokcn-hoiders. There
is another problem. That is the price disparity should be
removed.  We have a limited quantity of milk which we can
only give to the token-holders if we give that to the interme-
diarics, there is no guarantee that thev will give that to token-
holders.  They may sell that to others but will not go to the
token-holders at all.”

further added:

most advanced countries there are three different distribution
svstems.  There is tetrapak steritised milk which can be kept
upto six months.  We are also trving to work that scheme
here.  That milk is intended to bhe sold through grocery
shops and super-markets.  That is the type of milk which
is available off the shelf and that is possible when a situation
of plenty would come. The second is polvthene containers
in which we can market pasteurized milk.  This milk is the
same as bottic milk but it is less prone to pilferage than
bottle caps. That milk can be given to shops. As regards
the bottled supply they have a system whereby they have
various agencies which take responsibility for various areas.

3107 LS—9
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They take the milk from the dairy and distribute it. These
agencies have their own vehicles and other facilities. They
have cold storage facilities which our people here may not
have.”

5.19. Regarding the tetrapuk milk, the Committec on Public Under-
takings has made the following observations in their 83rd Report (5th
Lok Sabha—April 1976):

“The Committee arc informed that Tetrapak miik because of its
long life can be stored and transported without refrigeration.
It is stated that it isx tamper-proof and because of its long
keeping quality  without the need of any refrigeration. the
consumers can pick up a few days requirements at a time.
The long life milk in Tetrapak can reach distant and seclud-
ed arcas where miik is not locally available and can also help
the formation and operation of national milk grid. Dunng
Indo-Pak war in 1971, 1t is stated. large quantitics of Tetra-
pak milk processed and packed at Baroda Dairy was used by
army in border arcasc and 1t did not deteriorate for <everal
weeks. It s claimed that it is possible to distribute in one
shift nearlv 6000 to 8000 litres of mitk in Tetrupak as com-
pared at 2000 li'res in bottles and thus it will be possible
1o effect considerable reduction in recurring cosis on trans-
port. kIt is also swted that munufacture of Tetrapak paper
does not invelve anv imporied row mmerials. As regards
the danger of pollution, the Corporaion «tates that pollution
in piastic packets of other commoilitics is much more than
Tetrapak system and Tetrapak i< not going to contribute
seriously 1o pollution prebleme us the paper degencrates.
The Corporastion fecls that armed with thic faciiity it would
be able to fred ruraly produced milk direcils into the cities
angd the citics would not have to he excliively depend on the
urban dairies for milk supplics.  In view of this, the fear ex-
pressed by the Ministry that introduction of Tetrapak would
make the country more and more dependent on mitk powder
and butter oil is not quite clear.

The Committce note that the Corporation has approached the Mini-
stry again in 1975 to reconsider its proposal to purchase
Tetrapak machines. set up laminating plant and make coun-
try self-sufficient in this ficld. The Committce feel that the
IDC’s proposal to market Tetrapak milk, oalongwith other
systems of marketing milk, which, it is stated, will increase
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the self life of milk and open city markets all over the coun-
try to the rural produced milk, deserves a second look. They
suggest that the proposal may be studied against in depth and
its economics, utility and consumer acceptability evaluated
with a view to arriving at an early decision in the long range
and larget interest of producers and consumers of milk.”

2.20. Explaining the advantages of sterilised milk or pasteurised milk,

the Secretary, National Dairy Development Board has stated during evi-
dence:

“Once the sterilised milk is possible, it can bz marketed and the
greatest advantage would be that sterilised milk can be packed
in the milk production areas itself, namely, our dairy n
Ludhiana can pack sterilised milk and it can be marketed in
Declhi city.  As far as the pasteuriscd milk is concerned it has
to be processed through city milk plant. Both the milks have
their advantages. Sterilised milk has a slight burnt flavour and
it may not be accepted as is the casc with pasteurised mitk.
Once both are available, the biggest advantage of sterilised
milk is that it can be produced, packed and;sent dircctly for
distribution, from the production areas to the city market.”

5.21. The Committce asked whether anv decision on the proposal to
set up a unit for manufacture Tetrapak paper as recommended by the Com-
mittee on Public Undertakings had been taken. The representative of the
Ministry has stated:

“After the receipt of that report, we have been actively considering
the recommendations in regard to this matter. First with re-
gard to the point why in the context of the DMS we did not
refer to the alternative systems of distribution. mv submission
is that for th¢ maximum handling capacity of 275 lakh litres
the DMS have corresponding distribution arrangement through
bottling that much capacity. When von came to the second
part, we would have come to details about the alternative svs-
tems. As I said we:are actively considering the proposal for
setting up a packing station in Delhi essentially through satchet
filling, polythene bags. On the tetrapack  recommendation
given by the Committee on Public Undertakings, we did orga-
nise interministerial group on this and at onc stage some ap-
prehensions were expressed regarding the pollution problem.
We have gone into the matter again; we have gone into the
techno-cconomic aspects of the three distribution systems and
we have come to the conclusion that this proposal must be
revived and we are doing our best to have it processed quickly.”
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. 5:22. The Committee asked whether tetrapak could be manufactured
in this country. The Joint Secretary of the Ministry has stated:

“Yes. The IDC proposal involves, apart from the import of
machines, import of paper initially for certain requirements.
The proposal is to have collaboration with the principal so that
the Indian Dairy Corporation themselves could later on manu-
facture this paper in the country.”

5.23. In a note subsequently furnished at the instance of the Committee
the Ministry have indicatdd’ the advantages and disadvantages of various
systems of distribution of milk with particular rcference to tetrapak system
and polythene pouches system as under:

“Milk Cans:

This is a conventional system of milk distribution through cans of 40
litres or 20 litres capacities. The smaller dairies carry on retail distribution
of milk to the consumers through such cans but the larger dairies in orga-
nised sector use such cans mainly for the institutional supplics like hostels,
hotels. hospitals, cantecns or any other bulk consumers. This is the chea-
pest system of distribution of milk found so far. The main drawback of
this system for retail sales is that the quality of the milk can be tampered
which may not assurc standard quality of milk delivered to the consumers.

Milk Botiles:

Distribution of milk through bottles has been a universal practice by
the dairies in the organised sector almost all over the world. But major
shift from bottles to other systems has taken place since the last decade.
The most popular; containers for distribution of milk are preferred on single
service basis. The main problem in marketing milk in bottles is their re-
collection. washing. cleaning ctc. This involves installation of huge bottle
washing and filling machines. large size of building. huge transport fieet,
huge stocks of bottles and crates and breakages of filled bottles in the pro-
cess of handling at various stages and the worst defect under this system is
that the bottles are not tamper proof. The complaints are often lodged
with the Milk Schemes that the milk bottles are tempered and the consumcrs
do not always get the quality of milk put out by the dairies. Disposal of
broken glass bottles on the premises create insanitary conditions as the
same have to lie till the glass scrap is lifted by the contractors. This causes
a kind of pollution in the premises.

Single Service Containers: '
(a) Polythelene pouches:

The svstem is comparatively a new to the industry but the same is
picking up faster because of the convenience it has offered to the dairies
as well as to the consumers. In this case the capital cost on the filling
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machines is much lower. The size of the building is consierdably reduced,
haulage of dead load is reduced, transportation fleet is reduced and other
overheads are also much lower. The consumers do not have to carry
empty bottles while purchasing the milk. Such containers are convenient
t¢ the consumers in carrying their milk requirement. Generall, only
pasteurised milk is being handled in such containers but efforts are being
made to handle sterilized milk also. These containers are tamper proof

as the same arc completely sealed by heat sealing machine on the fillers.
Consumers are assured of quality of milk put out by the dairies.

(b) Tetra Pak:

This is a system which is in use for nearly two decades. But because
of its cost it has been limited mainly to the affiuent countrics who could
afford to pay the higher costfor such containers. The first country which
adopted the method of distribution of pasteurised milk in such containers
was Sweden. Initially, only pasteurised milk was handled but the process
has now been so developed that cven the sterilised milk can be handled
successfully.  Sterilised milk has the advantage over pasteurised milk that
it can last for three to four weeks without any refrigeration but the pasteu-
rised milk has always to be stored under low temperature i.e., under refri-
gererated conditions.  Tetra Pak has been tried out in this  country on ex-
perimental basis in Baroda Dairy and was found to be acceptable by certain
strata of the society which could afford to buy their milk requirement in
such expensive containers. Efforts are beinc made that after certain modi-
fications, sterilised milk on large scale could be marketed in India and it
is likely to have good future for sale of milk from rural areas to the jong

distance urban areas particularly the cities which do not have milk produc+
tion in their hinterlands.

Bulk Vending System:

Under this system milk is sold through bulk vending units installed in
the consuming centres. The consumers have to bring their own containers
and collect their milk supplies from these vending units. This system has
been tried out in Delhi and Madras and has been found quite popular. But
this system has certain limitations due to which it has to be matched along-
with other systems as well i.e., in congested arcas viz. narrow roads, milk
cannot be served by the present bulk vending units installed in Delhi und
Madras because the milk tankers which are supposed to refill the bulk vend-
ing units cannot pass through narrow lanes and by-lanes etc. etc. Under
this system. if proper quantitv and quality has to be ensured by the con-
sumers their personal efforts to come to the vending booths and collect
their milk supplies cannot be avoided. The consumers drawing their milk
through servants or middlemen are likely to suffer from quality/quantity
or both. However, it is observed that the majority of the consumers draw
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their milk themselves and, therefore; there does not scem to be any ap-
g;ht;snswn regarding the quality or quantity of milk vended through these

Tetrapak system is not in vogue any where in India at present. The
polythene Pouch system is being tried in Madras and Bombay.

5.24. The Ministry of Agriculture and Irrigation (Department of Agri-
culture) have further furnished the following note on sterilised milk indi-
cating its economic feasibility and scope for marketing under Indian condi-
tions.

“Sterilization of milk: Clarified standardised milk is sterilized by
Ultra High Temperature (UHT) process in the vaccum Therm
Instantaneous Sterilization (VTIS) plant. Sterilization of milk
involves heating the milk sufficiently high to destroy micra
organisms. This is achieved by injecting steam directly into
the milk and raising its temperature to 140°C 150°C and hold-
ing it at that temperature for 2—4 seconds followed by rapid
cooling. Cooling is done under vacuum whereby the water
contributed by condensation of steam is removed from the
milk. The Milk is homogenized and further cooled to 30—
35°C by a plate heat exchanger and stored in an aseptic stor-
age tank until packaging. All the process equipment coming
in contact with milk is thoroughly sterilized by live steam be-
fore processing of milk is started. All the operations through-
out the pre-sterilization of plant and sterilization of milk are
accurately controlled by electronic devices. The homogenizer
and the plate cooler are provided with steam jackets to elimi-
nate the risk of contaminating the product through the atmos-

phere.

Make milk available in remote areas—1ong life milk in Tetra Pak
would be the most convenient form of fluid milk for consump-
tion in secluded areas where transportation is difficult and milk
is scarce. This becomes of great advantage to defence ser-
vices in case of emergency. Large quantities to aseptic Tetra
Pak milk were provided to the dcfence forces for trial pur-
poses during the last Indo-Pak War. The results of these
trials were extremely satisfactory. Market surveys conducted
in 1972-73 at Bombay and Baroda towns as well as tests con-
ducted on the suitability of the Tetra Pak milk have established
that the Tetra Pak can very well stand the summer tempera-

tures. The average keeping quality of this milk was found to
be 15 days without refrigeration.
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The Plant which was set up in Baroda for packing milk in Tetra
Pak was for demonstration-cum-Trial purposes. The proposal
to extend the scope of marketing Tetra Pak milk to other
places is still under consideration. The processing Plants as
well as packing material for the Tetra Pak shall have to be
imported from abroad and set up in various States.”

5.25. Regarding the functioning of the depots the Committee enquired
as to how it was ensured that token-holders were given full quota of milk.
The representative of the Delhi Milk Scheme has replied in evidence:

“Firstly we have devised the forms where the token numbers are
printed. He has to write the number of bottles he has given
on each token. That can be cross-checked with the token-
holders to find out whether they have received it. The Field
Officers arc supposed to do this cross-checking. Secondly,
the Depot Advisory Committees and the Local Associations are
very vigilant about this particular aspect that no unauthorised
person gets milk and the legitimate token-holder gets his due
share. Actually, in order to crsure this we have formed these
local associations. They are cooperating with us in the fullest
measurc. Upto 3 bottles we ensure that the token-holder
gets his full quota. For more than 3 bottles. it depends upon
the availability of milk supply.”

5.26. Subsequently in a written note dated the  Tth May. 1977  the
Ministry have stated:

“An individual token holder can draw the number of bottles as per
milk token in his possession. Delhi Milk Scheme has intro-
duced a tickler system at its milk booths which shows the token
numbers and the quantity of milk. The token number is
ticked by the Depot staff when the token is presented for the
drawal of milk. Tn case of short supply from the Central
Dairy. porportionate cut is imposed on the token for more than
three bottles.”

5.27. The Audit para points out that there was no regular system of
carrying out a check of unauthorised token presented to the depots  for
drawal of milk. In thic regard the Committce enquired as to how  the
Decthi Milk Scheme ensured that milk was not distributed to the non-token
holders. The Chairman. Delhi Milk Scheme, has stated:

“We have 1126 depots and they distribute milk within the short time
of one hour. Tt is not possible to keep a track of all those
depots from Shahdra to Palam as to what is happening there.
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We have already recounted the measures taken for checking
any malpractice. All this was done with a view to elicit local
voluntary help which we have received in a good measure in
a large number of depots and the various problems have been
very largely solved. It is the local volunteers and the com-
mittee members who will help the depot people and also see
that they do not resort to any malpractice. This system has
very much stabilised the milk distribution.”

5.28. In reply t0 a question, the Chairman, Delhi Milk Scheme, has
explained that during the last two and a half years they checked tokens
issued by them with the ration cards of the token holders and allotted new
serial numbers and prefixed ‘R’ on tokens. Those who did not get their
tokens checked up, their tokens became invalid. 1In this way they were
also able to determine the genuine requiremnets of the token holders at a
particular depot. The Committee asked as to why such checking was not
done earlier. The representative of the Delhi Milk Scheme has stated:

“It is for the first time that this exercise has been undertaken.
There are two aspects of this  problem. W hope 1o mect
Delhi’s liquid milk requitement in the next two or three years
depending on how the net work of the second dairy comes up.
After that it may not be necessary to have a token system at
all. Or that it may be that the need for such a check may
not be there. Today the problem is that of price differential
and of shortage of milk supply. 1f we are able to meet these.
then there may not be any need for tokens.”

5.29. The Committee wanted to know whether by increasing the distri-
bution from one hour to two hours, any check coul dbe exercised on anti-
social elements. The Chairman, Delhi Milk Scheme, had said:

“The anti-social elements are active in a few depots. There are 30
or 40 of them where they are particularly active. In the
normal depots also the milk distribution takes place within 45
minutes. There is no difficulty about the milk distribution but
the problem is that whatever system we may adopt, with the
price differential these things are bound to be there. So, to
obviate that, we have associated the token holders to maintain
a day-to-day watch. That has proved very beneficial.”

5.30. Referring to a news report in a section of Press to the effect that
the milk of the Delhi Milk Scheme was finding its way in the open market
at enhanced rates, the Committee enquired as to what steps had been taken
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1o check such mal-practice. The Chairman, Delhi Milk Scheme has stated:

“There has already been much progress regarding depot advisory
committee being formed where only the token holders are re-
presented by representatives. They al} assist in the distribu-
tion of milk. With such rationalisation of the distribution sys-
tem of milk, it is possible to decide as to who will get the milk

first, when he should get it, so that the last man does not go
without getting the milk.”

* % *x% * % %

““There have been cases which have been brought to our notice that
this milk is being sold at a premium price. Our controlled
price for the milk is 65 paise per bottle but it is being sold at a
premium. We have detected those cases where the milk has
been sold at a premium of four annas or thirty-paise a bottle.
In those cases we have cancelled the tokens and the depot
staff are removed from service, There have been cases re-
ported wherein the agents of the token-holders privately
mange to take bulk of milk from the depots. These are home
delivery men who deliver the milk at the door steps.  They
take the milk in bulk by collecting fifty or sixty tokens from the
token holders and they distribute the milk to them. They
try to restrain two or three more bottles from the ones col-
lected and try to sell the extra bottles to them at a certain
premium. There have been cases of this type.  We have
asked the token holders to cancell the agencies of these home
delivery men. So, we have detected cases of this type and
have taken action. The basic problem remains as ¥ said be-
cause of the price differential.”

5.31. It has been stated by the Chairman, Delhi Milk Scheme, during
evidence that about 1000 to 1200 bottles are returned by the depots unsold
every day. The Committee enquired why the unsold milk at milk depots
was not disposed of at the milk depots itself as there was a great demand
for it by non-token holders. The Chairman of the Dethi Milk Scheme has
explained:

“If we were selling at nearabout the market rate, we can do that. 'f
we allow the staff to scll awav that milk, there mav be cases in
which they may charge excessive price or more price. Thav
might be tempted to sell the to non-token holders.  They might
say, ‘We have sold it to non-token holders because the foken-
holders did not come in time.” That may happen.”
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5.32. Elaborating the position, the Chairman, Delhi Milk Scheme, has
further stated:

“We bring these bottles back and reprocess the milk for distribution.
The milk is not lost; it is retrieved. The problem is that this
milk, in the process of sales and coming back to the dairy, turns
sour and it cannot be used for liquid milk supply again; it has
to be converted into a product and, because some of this milk
may happen to contain butter-oil, it would result in loss of fat.
The quantity, however, is very small: it is about 500 to 1000
litres out of 3 lakh litres to be sold every day, which comes to
about 1.2 per cent.”

5.33. In regard to disposal of milk in uncapped bottles, the representa-
tive of the Delhi Milk Scheme has stated:—

“From each depot we get just one or two bottles. The total return
for the whole of the citv of uncapped bottles would be hardly
300 to 400 bottles. These are re-processed and we send them
elsewhere. As for hospitals, we are making regular supplies
to them and we are meeting the genuine demands of the poorer
sections. It is a very insignificant part of the supplies that we

get back.”

5.34. The Committee pointed out that inspite of the cfforts made for
improving the present system of distribution. the number of compiain's lod-
ged with the Delhi Milk Scheme has been increased year after vear «ince
1969-70. Asked about the reasons therefor, the Chairman. Dethi Milk

Scheme, has stated:—

“The reasons for increase in the number of complaints are two-fold.
One is that the number of token-holders has increased very ex-
tensively. During the same period the total quantity of milk
distributed has increased substantiallv. Secondlv the prevailing
market price for milk has increased very substantially over this
period and the difference between the DMS price and the market
price has increased very substantially. With the wide gap bet-
ween the two prices, the temptation to sell milk to unauthorised
persons has increased during this period. The major amount of
complaints that we received relates to short supnly of milk to
token-holders and supply of milk to non-token holders.  This
takes place because the staff at that depot are tempted to probub-
Iy either make some money or give it to their friends or urban
pressure of anti-social elements give milk to people who do not
have tokens. So this temptation to sell milk has increased
during this period and the major portion of the complaints re-
lates to this aspect and complaints about other aspects are very
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few. Then, as I said the number of correct complaints during
the year is 3 per day, Out of 3 lakhs token-holders, three com-
plaints per day is not very large. Even then we make inquiries
into those complaints and we take prompt action to remedy
whatever problem they are facing.”

5.35. The Committee have been informed that 2131 and 2019 comp-
laints were registered in 1975-76 and 1976-77 respectively with the Delhi
Milk Scheme. When enquired about the action taken on them, the Chair-
man, Delhi Milk Scheme, has further stated:—

“The average number of complaints would come to about 3 per day,
when we are distributing milk to approx. 2.95. lakh token-holders
per day. The percentage of complaints is very small. What-
ever complaints we get, we make prompt enquiries. I carry out

personal review every week and we normally try to satisfy them
within 3/4 days.”

5.36 The Committec desired to know whether apart from the action
taken on the complaints received by the Delhi Milk Scheme, there was any
machinery to check up the difficulties faced by the people. To this. the
representative of the Delhi Milk Scheme has stated:

“We havc Distribution Officers,  Apart from the Manager, there are
Deputy Managers, Milk Distribution Officers and Asstt. Milk
Distribution Officers. They are field officers. They regularly
carry out inspection of the milk depots. According to the
standing orders they should inspect 7-8 depots by surprise every
day. Instructed by the next senior officer he goes and inspects
the depot. The depot numbers are kept secret and in this way
each depot is inspected once in every 8-10 days.”

In reply to another question, he has stated:

“We have devised an inspection form. [ have personally devised
this wherein information is sought as to how many token-
holders did he talk to, what are their grievances and are thev
satisfied with the quality, etc.”

5.37. The Committee enquired the authority to whom the public should
report their complaints in regard to non-supply or irregular supply of milk
by the depot manager. In reply. the Ministry have stated as follows:

“Delhi Milk Scheme has set up a Complaint Cell having telephone
number 585428 which functions round the clock.”
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5.38. Asked to state the number of applications pending as on 31st
March, 1976, for issue of milk tokens and the system for receipt and disposal
of applications, the Ministry have, in a written note, stated that—

“As on 31-3-1976, the number of applications pending for issuc of
milk tokens was 1,20,249.

The applications are received by post/deposited by the applicants in
the box provided for the purpose in the record cell. These are
registered category-wise and intimations to this effect arc sent
through the Registration Cards showing registration No. and the
name of the category under which registered. The applications
were reviewed last in 2,72 when milk tokens in bulk were issucd,
The next review will be carried out as and when the additional
quantities of milk are available for distribution.”

5.39. Questioned about the basis on which new tokens wece issucd; the
age-wise break-up of the applications: and the basis for categorisina the appli-
cations for determining the priority for issuc of tokens, the Ministry have
stated:

- “As a rule tokens are issued on the basis of applicants as per the
priorities in various categories, except in certain descrving cases
of medical, grave and pressing circumstances.

The age-wise break-up of the applications is given below:

Category Date of the No. of
oldcst applicatiors
application

1. Medical . . . . . 0 1-3-72 7691
2. Defence . . . . . . . . 1-3-72 Goot
3. Govt. Servants | . . . . . . 1-11-71 20204
4. Special . . . . . . . . 1-11-71 3547
5. General . . . . . . . . 1-11-69 71340
6. V.1.P. . . . . . . . . 1-11-51 11626
T i

No. of applications pending as on | . . . . 41-3-75 1.09,782
Addition during the year | . . . . . 10,467

No. of applications pending on . . . . . 31-3-76 1,20,249
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The data relating to the quantum of milk asked for by the applicants is
not readily available,

The applications are categorised under different categories such as V.LP.,
Dcfepce, Personnel, Medical, Government employees etc. keeping in view
the status of the recommending authority. No policy has been laid down,

however, the quantity is determined by the Chairman on the merits of the
application.”

5.40. Referring to the number of 1,09.782 applications for issue of new
tokens pending as on 31 March, 1975, as pointed out by Audit, thc Com-
mittee desired to know the action being taken to dispose of the same. The
Chairman, Delhi Milk Scheme, has stated:

“The problem can be solved by increasing the capacity and by handi-
ing more milk. There are certain categories like patients of
hcart diseases, etc. to which we give preference.  Otherwise, for
general categories, we issue tokens in a chronological order.”

5.41. Referring to the Audit comments that the Management had not
compiled data with them relating to total route-kilometres involved, route-
kilometres required to be performed per van, the number of depots o be
served per van and the actual deplovment of vans, the Commiitee enguired
the reasons for not compiling such data relating to the utilisation of flect and
how in the absence thereof the Management ensured the effective utilisation
of the fleet  In reply. the Ministry have stated.

“The vehicles arc taken on charge in the Stores Ledeers before the
same are handed over to the Transport Section. After the
handing over, these are got registered with the transport Authori-
ties and the registration books give all the particulars of the
vehicles. The History Sheets and Job Cards give the frequency
and quantum of repair carried out on the vehicles. After the
vehcle has completed successfully its span of life. it is condemn-
ed by a Committee of Technical Officers and disposed of there-
after, Vchicle-wise statement showing consumption of petrol/
dicsel is prepared in the Tool Room. In cases. when the milo-
metres are not in working order. proper checking with regard to
the consumption of POL is also done with reference to the dis-
tance of each route for milk distribution which is pre-determined.
Road tests are conducted by the Transport Inspectors periodi-
cally and the vehicles are attended to for removal of the defec's
found by them. Further checks are also exercised while the
vehicls are on road for milk procurement ‘distributian duty En-
tries in the Log Books are made as per columns provided therein.
Efforts are, however. made to provide m'lometres nn the vehicles
as early as possible.”
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5.42. The Delhi Milk Scheme has since its inception adopted the system
of supply of milk through bottles. While 2.64 lakh litres of milk were distri-
buted per day at an average, the figures went up to 2.93 lakh litres in 1974-
75 and to 3.60 lakh litres in May 1977 according to latest figures furnished
by the Ministry. A study conducted by the National Dairy Development
Board in May-June 1970 had revealed that 97 per cent of the househeld in
Delhi city regularly purchase on an average 1.6 litres of milk daily and that
non-dairy buyers from the very poor and poor income segments buy costlier
milk,

In view of this, it is imperative that the Delhi Milk Scheme should make
all-out efforts to increase the supply of milk so that people in the lower in-
come brackets are enabled to purchase milk from the Delhi Milk Scheme at
comparatively less prices.

5.43. The Committee have been informed that the Government have
under consideration the various systems of distribution of milk, viz, () Poly-
thelene pouches and (ii) Tetra Pak, which are at present in vogue in mest of
the advanced countries. In India. Tefra Pak system is not in vogue amy-
where at present. The Polythelene Pouch system is. however. heing tried in
Madras and Bombay. In this connection, the Commitiee o Public Under-
takings have already recommended in their 83rd Report (Fiith Lok Sabha—
April 1976) that “the proposal to market Tetra Pak milk alono with other
systems of marketing enilk which, it is stated, will increase the shelf lifc of
milk and open city markets 3ll over the country to the rural produced milk,
deserves a second look. They suggest that the proposal mav be studied
again in depth and its economics, utility and consumer acceptability evaluat-
ed with a view to arriving at an early decision in the lons range and the
larger interests of the producers and consumers of milk.,” Regardine action
taken on the above recommendation of the Committec have been informed by
the representative of Government during evidence that “we have gone into
the techno-economic aspects of the three distribution systems and we have
come to the conclusion that this proposal (Tetra Pak svstem) must be re-
vived and we are doing our best to have it processed quickly.” The Com-
mittee hope that a decision in the matter would be taken without loss of
further time,

5.44. The Commiitee would also like the Government to examine whe-
ther instead of introducing one flat system in the whole citv, it would net
be better to introduce different systems, in the first instance, taking into
sccount the overall preference of the people in each localitv/area. The
Commitice on Puablic Undertakings in their above report have also urged
that whatever system is chosen for any locality, it should be operable at the
maximom of efficiency with the minimom of overheads so that mitk
of good quality is available to the common man at the most competitive

prices.
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5.45. The Committee note that about 1000 to 1200 bottles are returned
by the depots unsold every day and that in this process the milk turns sour
and has to be converted into a product as otherwise it would result in loss
of fat. The Committee would urge that a depot-wise record may be main-
tained of the bottles returned unsold by the depots daily so that the position
is reviewed every week and future supplies are mede to the depots on the
basis of an average number of botfles issued during the previous week,

5.46. The Committee are distressed to note that no proper and upto-
date record was maintained of the total number of live tokens depot-wise,
nor was any exercise made upto October 1973 to assess the number of
tokens presented for drawal of milk so as to determine the requirement of
milk for each depot in the context of overall supply. The wide disparity
hetween the two sets of figures is evident from the fact that fotal number
of tokens issued by Delhi Milk Scheme was 4.49.860 upto 31 March 1972,
4,59.201 upto 31 March 1973 and 4,63.944 unto 31 March 1974, but the
survey conducted in August/September 1973 and October 1974 placed the
number of tokens in circulation at 2.92,778 and 2,70.052 respectively,

5.47. The Committee nofe that for issue of milk tokens there are al-
ready 1,20,249 applications pending with the Dclhi Milk Scheme as on
31 March 1976. Whereas the oldest applications pending in the genersal
cafegory relate to November 1969. the applications peading in other cate-
gorics are as old as November 1971/March 1972. No review of the appli-
cations has been carried out since February 1972, The Commitioe suouest
that while issuing milk tokens, the requircments of at least those of the
applicants who are not in possession of any token sn far and who helong
to weaker sections of the society should be borne in mind,

5.48. The Committee note that with effect from December 1974 a
depot-wice register indicating the changes in the ¢rota of <anple an account
of issuc of new tokens has heen introduced. They trost that o suitable pro-
cedure would be cvolved ‘o ensure that these reeisters are muintained pro-
perly sud are scrutinised frequently by senior officials. wha <hauld cion the
registers after perusal snd scrutiny,

5.49. The Committee are distressed to loarn during eviden-e that Scheme
had detccted some case where the milk was found to have been sold at &
premium of 25 to 30 paise a bottle and that in snch cases tokens were can-
called and the depot staff removed from service. The Comumiftee need hardly
emphasise that systematic measures may be taken to improve the working
of the depots so as to emsure that the distribution of milk right from the
stage the bottles leave the Central Dairy to the stage of their final distribu-
tion at the depots is free from tint of any mal-practice.

\
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5.50. The Committee have been informed that therc are 30 to 40 prob-
lem depots where the anti-social elements are active. The Committee are
happy to note that with the formation of Advisory Committees by the rep-
resentatives of the token holders the position has stablisheg and the various
problems in a large number of depots have been solved. The Committee
would, however, like to impress that field officers and other senior officials
of the Scheme should pay visits more frequently to such depots and enlist
the active assistance of the Advisory Committees for better distribution of
milk and nipping all irregular practices in the bod. : w0

5.51. The Committee need iardly point out that the working of a public
utility scrvice like the Delhi Milk Scheme has to be judged by the extent of
satisfaction afforded to the beacficiaries. Judging from the increasing trend
in the number of complaints the Committee cannot but come to the conclu-
sion that the functiening of the beoths is far from satisfactory and needs to
be looked :nto so as to effect improvements. They wou'd, therefore, urge that
a detailed survey of the depots may be conducted periodically with a view
to identify the difficulties of the beneficiaries and to take speedy remedial
measwres. The Committee would suggest that every depot should maintain
a complaint box, werein all written complaints concerning the funcfioning of
the booth may be dropped by the token holders. Th: keys of the complaint
boxes may be kept by the Miik Di fribution Officers in their custody who
should arrange to colicct all the complaints, regisier them and inifia‘e action
thereon. The complaints should be looked into without loss of time and the
complaints apprised of the action taken in definitive ferms.

5.52. The Committec have been informed that with a view to preventing
malpractices in the distribution of milk, the Delhi Milk Scheme conducted
a physical verification of the tokens and. as a vesult of intensive drive con-
ducted, it was possible to cancel as many as 27.478 bogus tokens recently.
They would also urge that such verification of tokens shogld he made at least
once a year.

5.53. The Audit has pointed out {hat thouch instructions exist tn ensure
that no token holder is denied milk altogether. no relative vecords  were
available to indicate the effectivencss of these instruct’ens and the extent to
which genuine demand of the token holder was fulfilled. During evidence
the Committeec have been informed that upto 3 botfles a token holder i<
ensured full quota and for more than 3 bottles it depends upon the avail-
ability of milk supply. The Committee concider that in order to check mal-
distribution of milk, it is of paramount importance fhat the depot manager
invariably maintans the ticklers showing the tokens presented, qnantities
suthorised and issued and fhat such ticklers should be checked and counter-

signed by the field officers during their surprise visits,
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5.53. The Committee would also like the Delhi Milk Scheme to consider
the feasibility of displaying at some prominent place at the depot g board
showing the supplies received (in bottles), the number of token holders with
total requirements registered, etc. This will help in creating confidence
among the token holders that their requirement beyond 3 bottles is not being
reduced at the discretion of the depot manager.

§.55. The Committee are concerned over the increasing trend of com-
Plaints received by Delhi Milk Scheme. They note that the number of com-
plaints has increased from 843 in 1969-70 to 2131 in 1975-76, though it
has slightly come down to 2019 in 1976-77. The Committee consider that
the number of complaints would be much more as it is well known that most
persons do not go to the extent of formally recording a complaint in writ-
ing. The complaints broadly relate to non-supply of milk to token holders,
unanthorised supply of milk to non-token holders, late opening and early
closing of depots, rude behaviour, black marketing, back door supply, change
of seals of milk bottles, non-returning of balance money, etc. What has
surprised the Committee more is the fact that in spite of such a large nom-
ber of registered complaints. no eflective procedure appears to have beew
evolved to deal with them systematically or conclusively.

5.56. The Committee are surprised to note from the Audit Para that
whereas the quantity of milk distributed per day was the same viz., 2.89 lakhs
litres during 1972-73 and 1973-74 and the total number of routes during
these years was also the same, viz.,, 123, the total number of milk vans had
increased from 123 in 1972-73 to 148 in 1973-74. Similarly, they find
that against 124 total routes during 1974-75, the total number of vehicles
had increased to 158. However, the Committee find that with lesser num-
ber of 97 vans covering 124 routes DMS were able to distribute 3.10 lakh
litres of milk per day during 1975-76 and with 99 vans covering 132 routes
the milk distributed during 1976-77 was 3.35 lakh litres per day. The
Committee would like to be explained the reasons for wide difference bet-
ween the routes, both morning and evening milk distributed and the total
vumber of vehicles held during 1972-73 to 1976-77, particularly when the
Delhi Milk Scheme could distribute 3.35 lakh litres of milk per day with
only 99 vans during 1976-77,

5.57. What has distressed the Committee more is the fact that the Delhi
Milk Scheme has no compiled data with them relating to total route-kilo-
metres involved. route-kilometres required to be performed per van, number
of depots to be served per van and the actual deployment of vans. The
Committee are unable to understand as to how in the absence of these vital
detafls, the Scheme is able to keep a careful watch on deployment of the
vehicles to the best interests of the Undertaking and keep an effective check
on the operational and maintenance cost of the vchicles. The Commiftee
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would like this matter to be gone into in depth by the SchemeiMinistry with

a view to provide institutiona! checks on the operational and maintenance
~cost of the vehicles and to take effective measures for their optimum utilisa-

tion. The Committee would like to be informed of the concrete measures
. taken in pursuance of these recommendations within six months,

B. Sale Price of Milk and Cost of Production
Audit Paragraph

5.58. In paragraph 3.29 of jts 27th Report (1967-68 April 1968),
the Public Accounts Committee had recommended that Government
should evolve a more business like procedure for reviewing the sale price
of milk vis-g-vis the purchase price and overhead charges so that the
former could be suitably adjusted to ensure that the Scheme runs on a
no-profit no-loss basis. as far as possible.

5.59. As actual cost and contribution by each product are not
worked out, these do not play any role in determining the product pattern.
The table indicates the sale price as well as estimated cost of the various
grades of milk and milk products marketed by the Scheme from 1968-69
onwards, ie.. after the recommendation made by the Public Accounts

Committee in April 1968:—



Grade of Milk

MILK
Standardised 5 per cent fat

48 per rent fat lintroduced from 10-10-71) }

Cow’s milk

Toned 3 per crnt fat
Double toned 1 5 per cent fat

Special toned 3- 5 per cent fat

Sale Price Estimated cost of production (including cost of procurement)
22-2-69 10-10-71  5-11-73 196g-70  1970-71  1Q71-72  1972-73  1973-74  1974°75
2 s 4 5 6 ] 8 9 10
(figures in paise perlitre)
116  disconti- not avail- 153-01 J19-20 ..
nued able? {upto
from 9-10-71)7
10-10-71
116 Supply Do.} 11371 114 84
discon- {from
tinued } 10-10-71)
from
S'ldl'73
and spe-
cial toned
milk
introduced
116 1né  Do. Do} not avail-
able,
84 84 Doj Do. 8447 98- 44 9966
60 60 70 Do. 6583 8476 86-02 109" 29 128-96
- - 130 Deo. ‘e . 130° 06 153° 49

vl
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5.60. In the absence of compilation of actual cost for each grade of
milk and milk products, the authenticity of the estimated cost adopted
as the basis for fixation of sale price could not be verified in Audit. It
was also noticed that the estimated cost compiled by the Management
was under-estimated on account of the following factors:—

(a) No periodical review of the estimated cost was made in
the light of procurement prices of raw milk which showed
continuously an upward trend.

(b) Fat and solid non fat content in milk as passed by the Qua-
lity Control were higher by an extra margin of 0.1 per cent.

This was not taken into account while working out the esti-
mated cost,

(c) The fat loss in process was taken at 1 per cent whereas, the

norm fixed was 2 per cent and the actual loss was still high-
er.

(d) The estimated solid-non fat loss in process taken at 1 per
cent was much lower than the actunal Joss.

5.61. The Management siated (November 1974) that proposals sent
to Government in 1972 or strengthening the Cost Accounts Section were
yet to be sanctioned try the latter and that work was being managed with
the available staff which was inadequate.

[Paragraph 48(4.4) of the Report of the Comptroller and Auditor
General of India for the year 1974-75, Union Government (Civil)]

Since the Audit Para gives information upto 1974-75, the Ministry at
the instance of the Committee have furnished the following figures of
estimated cost of production (including cost of procurement) of milk
and milk products for the years 1975-76 and 1976-77:

ffigures in paise per litre’

ray5-76 ra76-77
Toned Milk
a°, Far | . . . . . . .. 180- 84
Double Toned Milk
1-5°%, Fat | . . . . . . 14426 15448
ypeciul taned milk
3 5% Far. . . . . . e 175 8- 190- 91
Spe=ial milk
4-5% Fat, . . . . . . .. 198-8y
Ghee (Per 1 kg. tin in rupees) ., . . 23- gt 25°39

Butter (Per 100 grammesin rupees) . . 1-98 : 2-02
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5.62. The Committee have been informed during evidence by the
Chairman of the Delhi Milk Scheme that the prices of milk and milk pro-
ducts were revised in November 1973 and a proposal for further revision
of prices bas been under the consideration of Government since May, -
1974. The Committee asked the reasons for not taking a decision in the
matter so far. In reply, the Ministry have stated:

“It was felt that any increase in the price of liquid milk of Delhi
Milk Scheme will create a chain reaction resulting in all
round increase of prices on all items of milk and milk pro-
ducts. In the circumstances, it was decided to decrease the
fat content of Delhj Milk Scheme milk from 3.5 per cent to

3.0 per cent in order to mce! part of the losses incurred by
Delhi Milk Scheme.”

3.63. With regard to fixation of selling price of milk in future, the
Chairman. Delhi Milk Scheme has stated:

“A decision has been taken to have dual pricing two types of
milk will be sold at different prices. In that case there would
not be much loss. The Government is very actively consi-

dering such a system and I think a decision would be taken
shortly.”

Clarifying further he added:

“The matter has been referred to the governing body. It has al-
ready made some recommendations which are under the con-
sideration of the Government. The entire system is thought
of the government is thinking of changing the entire system
as such and of having a dual pricing policy and of ensuring.
that if the people want more milk, they will have to pay a
little more—milk will be of a better type. These are
under consideration. 1 expect that the Government would
take a final view very shortly. The reasons for the
increase is on account of the increase in the purchasing price
of milk powder.”

5.64. Supplementing the information, the representative of the Minis~
try of Agriculture has added:

“This proposal we have been considering right from 1975. Now
we are busy with two or three alternative systems. The prm-
ciple remains the same—dual pricing—what type of milk
and at what price should it be available these arc the alter-
natives which we are considering at the moment. But the
basic principle of dual pricing remains the same which
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means that upto a limited extent, that is, two bottles per day,
we may supply to each family at subsidised price. But what
should be fat content and what should be the price and what
should be the additional requirements of milk for this
purpose and what exactly should be the fat content in milk
are the issues which are engaging our attention.”

5.65. Subsequently, the Ministry in a note furnished to the Commit-
tec have stated:

“A proposal in regard to the adoption of two-axis pricing policy
for the milk marketted by the Dethi Milk Scheme was consi-
dered but did not find favour. The system is in vogue only
in Bombay City.”

5.60. The Commitice pointed out that at present milk was being sold
by the Delhi Milk Scheme and Mother Dairy at two different rates viz.,
Rs. 1.30 and Rs. 2.00 per litre respectively and enquired the reasons for.
keeping two, different rates. In reply, the Ministry have stated:

“The quality of the milk sold by the Mother Dairy and Delhi Milk
Scheme is quite diffcrent. The Mother Dairy sells standard
milk containing 4.5 per cent fat. whereas Pelhi Milk Scheme
sells Toned Milk containing 3.0 per cent fat. The rate had
to be kept distinct according to the quality.

In order to achieve complete coordination between the activities
of the two dairies in the capital, a Committee has been consti-
tuted under the Chairmanship of Joint Secretary in charge of
Dairy Division in the Decpartment of Agriculture.  This
Committee, among others consists of ChairmaniGeneral Mana-
ger of the two dairies along with other concemed officers.
Important decisions like the purchase and sale price of milk
by the two dairies will be finalised by this Committee.”

5.67. The Committec wanted to know the steps taken by the Dethi
Milk Scheme to streamline the accounting system in order to have better
control over various clements of costing as also whether there was amy
proposal to strengthen the Cost Accounts Section of the Scheme. In
reply, the Ministry have stated:

“For the present the Delhi Milk Scheme is being run as a depart-
mental Commercial<cum-Industrial Undertaking within  the
frame work of Government rules, regulations and financial
sccousting procedure. Under the present edministrative
arrangemeats, only cost estimates are compiled. The stream-
kining of accounting system in order to have better controt
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over various clements of costing would require the introduc-
tion of a sophisticated costing sysiem and maintenance of ac-
counts fully on commercial basis. This would not be practi-
cable as long as the Delhi Milk Scheme functions as a Gov-
ernment Department. The Delhi Milk Scheme js proposed
to be converted into a Statutory Corporation and the effec-
live sophisticated costing system would be introduced after
the Corporation is set up. A Bill for the conversion of Delhi
Milk Scheme into a Corporation has already been introduced.
There is no proposal to strengthen the Cost Accounts Section
for the present.”

5.68. The Committee find that the estimated cost of production of milk
has risen year after year as compared to its sale price. They note that stand-
ardised milk (5 per cent fat) was sold upto 9 October 1971 at 116 paise per
litre as against estimated production cost of 119.20 paise per litre. Simi-
larly, toned milk (3 per cent fat) was sold at 84 paise per litre against esti-
mated production cost of 99.65 paise per litre in 1972-73. Double toned
milk (1.5 per cent fat) is being sold with effect from 5 November 1973 at
70 paise per litre as against estimated production cost of 86.02 paise per
litre in 1972-73, 109.29 paise per litre in 1973-74 and 128,96 paisc per
litre in 1974-75. Similarly, special toned milk (3.5 per cent fat) is at pre-
sent on sale at 130 paise per litre against its estimated production cost of
153.49 paise per litre in 1974-75. The Committee are however surprised
to note the alarming increase in the estimated cost of production (including
cost of procurement) of milk during 1976-77, as they find that these costs
have increased to Rs. 180.84, 154.48, 190.91 per li‘re of toned milk. douhle
toned milk, special toned milk respectively. As has been pointed out by
Audit, the selling prices of various types of milk fixed in February 1969 had
not been revised by Government in the interest of consomers till § November,
1973 except for a marginal redoction of 0.5 per cent in the fat content of
standardised milk ia October 1971. The Committec find that even the prices
that were fixed in November 1973 were on the basis of estimated and not
actual cost of production.

5.59. The Committee are distressed to note from the observations of the
Avudit that in the absence of compilation of actual cost for each grade of milk
and milk products. the guthen‘icity of the estimated cost adopfed as the basis
for fixation of sale price could not be verified. It was also noticed hy the
Audit that the estimated cost compiled by the Scheme was under-estimated
on accomnt of the fact that (i) nn perindical review of the estimated cost was

‘ade in the light of procnrement prices of raw material which showed conti-

Yously an upward trend: and (ii) the f2t loss in process was taken at 1 per
cudt whereas the norm fixed was 2 per cent and the actual loss was still
higher. ' :
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5.70. The Committee regret to note from the Audit Para that although
the Delhi Milk Scheme bhas a Cost Accounts Branch, preparation of Cost
Sheets was disconlinued from 1969-70 and instead, estimated cost is being
compiled since then after taking into account ad hoc increased over the cost
for 1968-69. The Commitice would like the Government to investigate us
to why the preparation of Cost Sheets was discontinued and how in the
absence of compilation of actual cost for each grade of milk and milk pro-
ducts, the Delhi Milk Scheme are in a position to fix the sale prices of milk
and milk products. The Committee feel that costing is particularly neces--
sary for ghee, and other dairy products, like Ice cream, Batter etc., and that
there should be no occasion for loss in their production. The Committee

would like to have a detailed explanation for the lapses and the remedial
action that is contemplated.

5.71. The Committee further regret to note that proposals for strengthen-
ing the cost accounts Section of the Scheme were sent to Government in 1972

and nothing has been done so far in this behalf. The Committee are not
convinced of the Ministry’s plea that the streamlining of the present account-
ing system in order to have better control over various elements of costing
would require the introduction of a sophisticated costing system and main-
tenance of accounts and would be possible only after the Scheme is converted
into a Statu‘ory Corporation. The Committee fecl that streamlining of pro-
cedure can be effected even without bringing in costly machines. They
would, therefore, like the Government to review in consultation with Costine
Unit of Ministry of Finance the cxisting accounting system urgently in order
to identify the shortcomings and to take remedial measures in this behalf,

5.72. The Committee note that at present two different avencies, viz..
Mother Dairy and Delhi Milk Scheme are selling milk in Delhi at two differ-
ent prices, viz. Rs. 2 and Rs. 1.30 per litre, respectively, the fat content of
milk marketted by the former is 4.5 per cent and of the latter 3 per cent.
The Committee have been informd that in order to achieve co-ordination
between the activitics of the two dairies. a committee has been constituted in
the Ministry of Agricultwe which would, inter alia. deride the pu-chase and
sale prices of milk by the Delhi Milk Scheme and Mother Dairv. The Com-
mittee canno’ but point out the long t'me that has olready elap-ed in tackling
these issnes and desire that these should be conclusively resolved within six
months of the pre:entation of the Report and the Committee informed,

5.73. The Committee have hecn informed dnrine evidonce that there was
a proposal to revise the sale price of milk in Mav, 1974 bat nothine was
done in this direction as Government felt that anv increase in the price of
milk would create a chain reaction resulting in all-ronnd increase in prices
of all items of milk and milk products. Instead, the fat content of special
toned milk, which is the main supply to consumers, was decreased from 3.5



148

per cent to 3 per cent to mest part of the losses incurred by the Delhi Milk
Scheme. The Committee note that in spite of that, the estimated cost of
production of special tomed milk increased from 130.06 paisc per litre in
1973-74 to 153.49 paise per litre as against the sale price of 130 paise per
litre in 1974-75. The Commiittee desire that the whole question of fixation
of prices of milk may be examined thoroughly so as to analyse the reasons
for the increase in the cost of processing and distribation of milk and take
remedial measures to minimise them.



CHAPTER VI

. WORKING RESULTS AND AN OVERALL PERFORMANCE
Audit Paragraph
Working Results

The working results of the scheme for the five years ending March
1974 are given below:—

(Rupees in lakhs)

1969+70 1970-71 197172 1972-73 197374
-Goveenment capital at
the clese of the vear $27- 12 30%- 17 350° 24 31511 313 28
Block assets (Gross) . 42979 481-84 489-04 529-26 s€0- 54
Turnovers . . LITg- 71 1,091 00 1,146 19 1,228 g4 1,185 12
Profit 1)/ Loss (=)
after charginginterest
on Government capi- )
tal . . (+)73-34  (+)1r 23 ‘-=)66°92 {—)83-8g /—):2i-50
[ntereat on Government
capital | . . 44° 2% 12- 2% 1572 1197 18-07

‘Norme:— (i) Simplified proforma accounts for 1972-73 are given in Appendix IX (not re-
produced). Proforma Accounts for 1973-74 were received in July 1975 from

the Management and are under audit® (December 1975). The figures for
1973-74 are, therefore, provisional.

-
[
—

In para 80 of the Central Government Audit Report (Civil\ 1970, it was
mentioned that the figures of sales, shown in the pmforma accounts, were worked
out by analysing remittances and were net based on the daily sales statements,
In Para 115 of its Sixth Report (1971-72), the Public Accounts Committee
recommonded the evolving of a suttable procedure for ensuring correctncs
of the figures of sales shown in the proforma accounts. With effect from 1972-73,
the scheme has compiled the figures of sales on the basis of daily sales state-
meats received from the Depots, realisations on account of casual supplies and
sales on credit, etc. No. consolidated quantitative accounts of product-wire
tales have, however, been compiled with a view te ensure correctness of the
figures of sales computed in the above manner.

6.2. Bxcept for the years 1969-70 and 1970-71, the scheme had
been incurring losses since inception to 31st March 1974, The cumula-
tive loss up to 31st March 1974, after adjusting the profits camed ia

*Audit sinoe -~ su inthnated, by the office oﬂl-n-o O;.Eon 16-11-197-.

149
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1969-70 and 1970-71 amounted to Rs. 705.42 lakhs. The trend towards
profitability achicved in 1969-70 and 1970-71, was mainly due to the
sost of produtcion being lower thun the sale price of milk fixed in Feb-
ruary 1969. This trend could not be continued subsequently.

6.3. According to the Management, the main reasons for incurring
Josses in 1971-72 and 1972-73 were increase in the price of raw milk
end milk ingredients and other stores articles, increase in wages and cost
of services without corresponding increase in the selling prices of its pro-
ducts, which had remained static since February 1969 but for marginal
increase in the price of ghee and reduction in fat content of standard milk
from 5§ per cent to 4.5 per cent from 10 October 1971.

" 6.4. The Scheme incurred a loss of Rs, 83.89 lakhs in 1972-73. While
the incidence of increase in the price of raw milk and skimmed milk
powder in 1972-73 over 1971-72. as worked out by the Management,
amounted to Rs. 30.83 lakhs, the incremental impact of higher incidence
of wages and services had mnot been quantified. Against the extra ex-
penditure of Rs. 30.83 lakhs on the purchase of raw milk and skimmed
milk powder, the extent of savings made in 1972-73 on account of
reduction in the fat content and increase in the price of ghee in October,
1971—worked out to Rs. 41.50 lakhs and Rs. 3.20 lakhs respectively.
Further, the losses were contributed by the following factors:—

(2) Uneconomical working of the Bikaner Centre and higher
percentage of Toss of fat and milk in transit at this centre.

(b) High percentage of loss of fat and milk in process at the
Central Dairy.

(c) Loss of fat in the milk received back from milk depots and
stalls.

(d) Excessive breakage of hottles.

(e) Higher incidence of cost of collection on account of under-
wtilisation of the capacity of a number of milk collection
and chilling centres.

(f) Rising trend of consumption of petrol. diescl, engine oil, stcam
coal, chlorine and caustic soda.

(g) Idie plant and equipment.

6.5. According to the pro for::a Accounts submitted for audit, the
loss for the year 1973-74 works out to R%. 221.50 lakhs indicating fur-
ther deterioration in the results of working of the scheme. This represents
about 19 per cent of the total turnover. According to the Scheme, the
main factors responsible for the loss in 1973-74 were:

(a) increase in the price of commercially imported skimmed milk
powder from Rs, 5,400 per tonne ip 1972-73 to Rs. 8,300
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per tonme in 1973-74, involving an  additional expenditure
of Rs. 103.73 lakhs;
(b) increase in the procurcment price of milk in 1973-74 over
1972-73 resulting in extra expenditurc of Rs. 68.05 lakhs;
and R

(c) steep increase in the prices of diesel, petrol, oil and lubricants
(amount not quantified).

6.6. It may be mentioned, in this connection, that, as against the
extra expenditure referred to above, the Scheme had discontinued the
supply of standard milk @ Rs. 1.16 per litre with 1.5 per cent fat con-
tent with effect from Sth November, 1975 and introduced special toned
milk @ Rs. 1.30 per litre with 3.5 per cent {at content. The savings om
this account have not been quantified by the Management.

Overall Performance

6.7. The table below sums up the salient statistics relating to the
working of the Scheme mentioned in the various paragraphs of the
Report:—

1969-70  1970-71  1971-72  1972-73  1973-74  1974-75

1. Capital  invested

{Rs.in crores) | 4B 408 573 570 5795
2. Turnover Milk
(Rs.in crores) . 113 o9t 10-62 IRRNE! 11-58
Milk products . . o-84 1-18 o 27
€Rs.in crores)
3. Profit/Loss . . (178 B (—)67 (—)Bs {—)eoe

{Rs. in lakha)

4. Capacity for hand-
Hing of milk per day 3 3 3 3 ] $ 75
(inlakh litres)

. Average  procure-

ment of raw milk

per day . . ta7 -2 173 130 018 130
Jinlakhlitres

(%]

©. Averace distri-
pution of pasteurised
milk per dav in
lakh litres; | . . 1o by 276 2-8g PRI 2°93

7. Production of ghee .
{in lakh kgs.) . .. AL 3 50 6 74 018 5 6b

B. Purchase price of

niltkwith an nv;»-

rage 6+ r cent fat
wl;mn.'i Pe(Rs per ao -1 100 146
quintal) . ey 102 to to to to
104 100 133 160

——— e 4 B~ ——
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1669-70 1970-71 1971-72 197273 1973-74 197475
9. Sale price of pas-
seurised milk :
(a) Standard milk
with 45 per-
cent fat (intro-
duced from
m—lo-lq7l)
\Paise per
litre) . 116 16 116
(discon-
tinued
from
5-11-1973)
(v) Toned milk
with 3 per cent
fat (Paise pcr
litre) 84 84 84 84 84
{discon-
tinued
from
5-11-1973)
{c) Doubled toned
milkwith 1- 5%,
fat (Paise pcr
litre) 8o 60 60 60 70 70
(with  effect from
5-11-1973)
(d} Specially toned
milkwith3- 5%
fat. (Paise pa
lie) | 130 130
(with effect  from
5-11-1973)
1e. 8ale price of ghee
kg.) 14 14° 50 14 50 a1 25
(per kg (w.ef. (w.e.f.. (w.c.f.
24-9-71) 5-11-78) 24-12-74)
31. Consumption of —
(a) Skimmed milk
under
. F. P. (in
tonnes) . . 890 1979 3035 asag 4202 4807
{b) Sximmed milk
powder comm-
ercial purchase
{in tonnes) 1625 1837 1306 7%t 3357 3577
{c) Buter oil W.F.
P. supplics (in
woos) . . . 984 917 1448 2085 138s
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6.8. In the background of above data, the following highlights of the
working of the Scheme deserve mention:

(i) Capital invested in’ Delbi Milk Scheme at the end of 1973-74 was
Rs. 5.95 crores. During the last three years ending 1973-74, the
annual turnover of the Scheme, ranged between Rs. 11.5 crores and 12.3
crores. The Scheme, for the first time, earned a profit of Rs. 73 lakhs
in 1969-70 followed by a profit of Rs. 11 lakhs in 1970-71, mainly on
account of increase of sale-pricc from 104 paise per litre of standard milk
with 5 per cent fat content to 116 paise per litre of standard milk effec-
tive from February, 1969. Thereafter, it incurred losses of Rs. 67
lakhs in 1971-72, Rs. 84 lakhs in 1972-73 and Rs. 2.2 crores in 1973-74.
As there was no change in the sale-price of special toned milk (intro-
duced from 5th November, 1973) during 1974-75 and the procurement
price of raw milk rose sharply in 1974-75 the loss in 1974-75 is likely
to be more assuming the same level of production efficiency and prices
of other inputs:

[The Audit bave intimated that the Delhi Milk Scheme had in-
curred a loss of Rs. 4.14 crores during 1974-757.

The Defh Mifk Scheme has intimated to Audit in February, 1976 as
follows:

“Since the cost of production was higher than the sale price it was
but natural that the scheme should incur losses. This has
been brought to the notice of the Government from time
to time.

(ii) Procurement of raw milk ranged between 53 and 66 per cent of
bandling capacity of 3 lakh litres per day during 1969-70 1o 1972-73
and 26 per cent in 1973-74. In 1974-75 procurement worked out to
41 per cent of the expanded capacity of 3.75 lakh litres per day despite
substantial increase in procurement price of milk referred to in item (V)
below. Against this. average distribution of pasteuriscd milk ranged bet-
ween 88 and 96 per cent of the capacity during 1969-70 to 1973-74 and
78 per cent of the capacity in 1974-75,

[The Ministry have stated to Audit in April. 1976 that the pre-
sent dairy of Delhi Milk Scheme is not equipped to handie
mors than 3 lakh Jitres of milk per day in optimum condi-
tions and that the target of 3.7§ lakh litres of milk created
unBer the Second Phase. Expansion could not be achieved
as the bottling lines are yet to be replaced.]

Jn view of milk procurement falling below the level of capacity
the Scheme had to consume increasing quantities of skimmed milk
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powder and butter oil (except in 1974-75) to meet its commitment for
the supply of pasteurised milk. During the three years 1972-73 to
1974-75, the Scheme used each year 1400 to 2100 tonnes of butter oil
and 2500 to 4200 tonnes of skimmed milk powder under the World
Food Programme. In addition, in each of those three years, the Scheme
purchased directly 2800 to 3600 tonnes of skimmed milk powder imported
through the Indian Dairy Corporation (a Government Company). Thus
supply of milk by the Scheme has been entailing an annual outgo of free
foreign exchange to the extent of Rs. 2.4 crores on an average in recent
years. Besides, the purchase pricc of commercial skimmed milk powder
was raised from Rs. 5400 per tonne in 1972-73 to Rs. 8300 per tonne
in 1973-74 leading to increased cost of production of pasteurised milk
with consequent increase in loss. despite the fact that sale price of special
toned milk in 1973-74 wus increased by about 60 per cent over that of
1970-71 (on fat basis).

(1ii) The turnover of milk in value constituted between 91 per cent
and 98 per cent of the total turnover and the milk products accounted
for the balance. Again, the standard/special toned milk constituted about
67 per cent of the turnover of milk.

(iv) Despite the procuremcnt of raw milk being lower than capacity,
the Scheme produced 6.74 lakh kgs. and 5.66 lakh kegs. of ghee in 1972-73
and 1974-75 respectively. This was made ‘possible by diversion of fat
in the raw milk towards preparation of ghee and use of butter oil in liew
thereof in preparation of liquid milk. The sale price of ghee during the
period from September 1971 to October 1973 was Rs. 14.50 per kg.
This was raised to Rs. 21 per kg. with effect from Sth November, 1973 and
to Rs. 25 from 24th December, 1974. [t appears that up to November,
1973 the sale price of Dsthi Milk Scheme ghee was lower than the market
price. After the price was raised to Rs. 25 per kg the Scheme had been
experiencing difficulty in the sale of ghec. The stock of ghee as on 30th
September. 1974 and 30th September. 1975 was of the order of 1,334 kgs.
and 69,622 kgs. respectively.

(v) The procurement price of raw milk paid by the Scheme has been
on the increase; the price paid in 1974-75 being 25 to 30 per cent higher
than that paid in 1973-74. According to the Management, the milk
product factories situated in the vicinity of Delhi were paying prices rane-
ing from Rs. 15 to 20 per quintal over that paid by the Scheme. It is
understood from Management that 6 such factories were Jocated within 2
radius of 160 kms. from Delhi.

(vii While the Scheme is not in a position to procure raw milk at the
rates offered by 1. a Mother Dairy with an ultimate capaciy of 4 lakh
litres per day has been set up by the Indian Dairy Corporation (a Govt.
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Company) at Patpar Ganj, Delhi with the assistance available under the
World Food Programme Project No. 618 (Operation Flood). This dairy
is reported to be under trial production and is at present (September, 1975)
handling 25,000 litres of pasteurised milk per day. The requirement of
raw milk for this dairy is being met by the Uttar Pradesh Pradeshik Co-
operative Dairy Federation Limited, Meerut. The price paid for raw milk
is Rs. 2 approximately per litre with 6 to 7 per cent fat content as against
the price range of Rs. 1.46 to Rs. 1.60 per litre (6.5 per cent fat content)
paid by the Scheme. The sale price fixed by the Mother Dairy is Rs. 2.20
per litre (5 per cent fat) as against Rs. 1.30 per litre with 3.5 per cent fat
charged by the Scheme,

(vii) Apart from the inadequacy of the margin between the procure-
ment price of milk (including other ingredients) and the selling price of
milk to absorb other elements of cost of production and distribution cost,
other factors contributing to the loss were processing inefficiencies like
loss of fat and milk in process. excessive breakage of bottles, etc. and high
cost of collection and chilling on account of low volume of procurement.

[Paragraph 48(5) of the Report of the Comptroller & Auditor
General of India for the year 1974-75, Union Government (Civil)].

6.9. When asked to intimate the latest information the Ministry of
Agriculture and Irrigation (Deptt. of Agriculturc) have furnished the
following figures regarding capital invested, turnover of milk and milk
ét;'oducts‘ loss suffered by thc Delhi Milk Scheme, etc.. during 1975-76
and 1976-77:

Capitalinvested 1975-76 1976-7+

(Rs. in croresi

Tursepsr . . . . . : . 499¢* Accounts under pre-
paration

Mi,_lk . . . . . . . 14°7Y*

Mitk Products . . . . . 1-76¢ Do.

Profit/Lom . . . . . . 5718 Los Do.

sUn-audited Accounts. v

3107 LS—11.



Capital invested 1975-76 1976-77

Capacity for haadling of milk pov day in lakh
litres) . . . . . . . 37 375

Average procurement of Raw Milk per dav

‘inlakh litres) . . . . . 1°97 2° 25
Purchase price of Milk with an  average
t-5% Far Rse.p=rqil) . . . T4t 200 130 to 215
Loves incurreq v Dehi Mik  Sche ne . 576-73 lakhs (- the accounts are un-
audited accounts) de. compilation.

6.10. Stressing the need for the Dethi Milk Scheme to function on a
“no-profit no-loss’ basis, the Committee in their Sixth Report (Fifth Lok
Sabha—1971-72) had observed as under:

“The Committee in their Twenty-Seventh Report (Fourth Lok
Sabha) took note of the fact that the Delhi Milk Scheme was
incurring losses since its inception up to 31st March, 1967.
The Committee are disturbed to find that the working results
for the subsequent years 1967-68 and 1968-69 have also
disclosed losses. Thé biggest ever loss of Rs. 146.7] lakhs
was incurred during 1967-68. The cumulative loss up to
31st March, 1969 amounted 1o Rs. 417.68 lakhs. The
Committee see no justification for losses in a Project of this
kind which elsewherc has been found to be profitable for
example Kaira District  Cooperative Milkk  Scheme.  ‘The
Government should keep u close watch on the Scheme taking
expert advice as und when necessary as it is of prestigious
importance being locate:d in the Capital of the country.  The
Commitice trust that Government would make fullest use
of the expertise on the subject available  in the  country.
During ovidenee the Comm™.¢ were informed  that the
Scheme expected to show profic during 1969-70 partly  due
o ravonalinati noouf proccdures and control over incidental
costs and purthy due fo incrcase  in o sale price  given effect,
o from 22nd February, 1969. The Commitice subseqguently
understood from Audit that the proforma accounts for the

AN
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ycar 1969-70, as made available to them, showed a net
profit of Rs. 73.34 lakhs. In this connection, the Committee
would like to be apprised of the extent of profit arising from
the opcrational cfficiency and that accruing from increase in
the sale price effective from the 22nd February, 1969, or
lower cost of procurement of milk separatcly. The Com-
mittee hope that with the increase in turnover and better
control over cxpenditure losses would be wiped off and the
Scheme would be able to function on a ‘mo profit no loss’
basis.™

6.11. In their 57 Report (Sth Lok Sabha) (1972-73), the Committee
had noted that the National Dairy Development Board had been entrusted
with the task of studying in detail the various sections of the Dethi Milk
Scheme and to suggest ways and means of improving its working in order
to cffect economy wherever possible. The Committee had hoped that,
on the basis of the recommendations to be made by the National Dairy
Development Board, Government would take appropriate action to ensure
that the Scheme functioned on a ‘no profit no loss’ basis.

6.12. The Committce cnquired whether the question of revision of
celling pricc of milk with a view to climinate the continuing heavy losses
suffered by the Delhi Milk Scheme was  considered by its  Governing
Body. The Chairman, Delbi Milk Scheme. has stated during evidence:

“The prices of DMS products were revised in February 1969 on
the previous occasion. Due to the upward revision of the
prices and putting thosec on an economic level in 1969-70
and 1970-71, the DMS made marginal  profits: these were
the only two vcurs since the inception of this Scheme when
there wus some  profit.  In 1971-72, when the proforma
accounts were prepared. it was observed that the Scheme had
run into losses.. .. . The Governing Body took a decision in
about 1973 that the prices should be revised and it was
approved by the Government.  From Sth November, 1973,
the prices were revised. .. These prices were fixed on the
basis of tha prices and cxpenditure in 1972-73 as well as the
prices of the main raw materials used by us,  This position,
however, did ntot continue up to 197475 As we all know,
there was rather steep increase in the price levels alt round.
So. the basis on which we had fixed the prices in 1973 no
longer hold pood after that vear and we had te again come
up with o proposal for further price revision siraightawav or
for some <ystem whereby we could demolish the losses that
would be incurred if we did not do somcthing about it. ...
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These matters did come up before the Governing Body in
1975 and they made certain recommendations which, again,
are under the consideration of Government. Unless we tuke
a final decision on what should be done about the carlier
proposal which was sent in 1974, we cannot progress.”

6.13. The Committee desired 1o know the additional income derived
as o result of revision of prices of milk products on 5th November, [973.
In reply. the Ministry have furnished the following notc:

“The prices of milk and milk products were raised on  3-11-73
not to derive additional income but to opcrate on ‘no profit,
no loss’ basis. Had we not stopped production and distri-
bution of Standard Milk. toned milk and Cow Milk and
introduced Special toned milk in their place and fixed the
selling prices of Special Toned Milk and Double-toned milk
at Rs. 1.30 and Re. 0.70 per litre respectively the Scheme
would have suficred additional loss of about Rs. 136.90
lakhs during 1973-74. With the revision of selling prices of
milk products such as Ghee. Bdtter etc. with effect from
5-11-73 the Scheme was able to carn a marginal income of
about 1.27 lakhs during the above period.”

6.14. The Commitice pointed out that in view of heavy losscs it was
apprehended - that block capital of Delhi Milk Scheme might be washed
away. Enqguired if the Delhi Milk Scheme had reccived any guidance
from Government to improve its financial condition, the Chairman of the
Delhi Milk Scheme has stated:

“As far as the DMS is concerned, the selling price of milk is of
course fixed by Government. 70 to 80 per cent of our expen-
diture is on purchasing of milk and nutrients, that is, butter
oil and skimmed milk powder and 13Y, or so is on purchascs
of stores and operations, that is the purchase of stores for plant
and maintcnance of machinery etc. und for operating the machi-
nery transport system and chilling centre and everything. It
comes to about 92 to 939,. Another 49, is on interest and
on depreciation. This is the normal accounting procedure.

: So 929, of our expenditure is based entirely on cost of raw
materials that we usc and the stores and services that are
required for operating the scheme. These are entirely govern-
ed by the prevailing market prices under the agricultural and
industrial conditions and the cost of services on which really
we can exercise very little control. These are major segments
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of our expenditure. We have kept down only a very small
portion to the minimum—on our overheads and establishment
charges—just about 2 per cent our annual expenditure.”

6.15. Asked if Government were willing to give funds to DMS to make
good the losses, the representative of the Ministry of Agriculture, has
stated:

“Government have gone into this question and as | was Submitting
we have various alternatives under our consideration. We arc
trying to follow the principle of dual pricing now. One of the
exercises which we have been considering is the cost of produc-
tion of the special toned milk which we are sclling is Rs. 1.70
per litre. Onc idea is we should reduce the fat content and
bring it to normal toned milk and continuc to sell at the price
of Rs. 1.30 per litre.”

6.16. Enquired as to how the reduction in fat content in the special
toned milk would affect the hcalth aspect, the representative of the Minis-
try has stated:

“It is quite all right from health standard point of view. In certain
areas they are going by double toned that is 1.57 .

6.17. In reply to o question, the Chairman, Delhi Milk Scheme. has
stated that in the last five years they had increased purchase price of milk
from Rs. 97 to about Rs. 160 per guintal which was more than 60 per
cent increcase.  The Committee wanted to know the reasons for this in-
creasc. In reply. the Ministry have furnished the following note:

“Following the successive droughts in the vears 1971-72 and 1972-
73. the production of crops feed, fodder and  foodgrains
suffered seriously due to the adverse climatic condition.  The
availability of feed, fodder and foodgrains became scarce. This
resulted in steep increase in the price index of the agricultural
commodities. The price index of foodgrains (as compared to
the index of June. 69) went up by 17.887¢ in Junz. 1972
39.07, in June. 1973; 89.17¢. in June. 1974 und 99.097
in Junc. 1975, The price index of "all commodities’ over the
index prevalent in June. 1969 registered an increase of 15,19
in June. 1972; 36.88¢ in June 1973; 78¢/ in Junc 1974
and 81.61%; in June. 1975, Keeping in view the increase in
prices as well as market trends during the six years milk pro-
curement rates were increased suitably from time to time so
as to provide a remunerative return to the milk rroducers
and to makce dairying an cconomically feasible activity for the
farmers. Howcever, no specific amount was included in the
prices as an incentive to the farmers to produce more milk.™
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6.18. Explaining the net loss and profit on sale of milk and milk pro-
ducts, the Chairman, Delhi Milk Scheme has stated:

“We have separate costing for milk and milk products. There is
no loss on milk products. Last ycar we sold milk products
worth Rs. 1.76 crores in value and we made a net profit of
about Rs. 22 lakhs. But in respect of milk, the actual cost
price of special toned milk that we distribute works out to
Rs. 1.68 per litre but we sell it at Rs. 1.30 per litre, we incur
a loss of 0.38 paise. The Second Dairy is not running at a
loss becausc they are selling milk at Rs. 2. When they are
fully operational, a view on their pricing will be taken.”

6.19. Asked if both the dairies combine how it would affect the situa-
tion. To this, the Chairman, Delhi Milk Scheme has stated:

“The no-loss situation will occur only when the pricing is done in
such a way between the two dairies and the product mix so
decided that in the overall situation there is no loss. It depends
upon what type of milk they will distribute, what will be the
price for milk products, The whole thing will have to  be
considered together.”

6.20. Asked whether costing was being donc properly and whether
there was anyv scope to rcduce the expenses, the Chairman, Delhi Milk
Scheme, has stated:

“Costing is subject to audit every year, proforma accounts  are
presented to the Accountant General and it is audited. We
have a qualified Cost Accounts Officer of the Finance Ministry
with us. We revised the milk pricc in 1973 and this price
revision was based on the cost estimates of 1972-73 proforma
accounts and the pricc of milk and milk ingredients at that
time. Tt was estimated by the Governing Body, and the Gov-
ernment that the average purchase price of buflalo milk should
be Rs. 1.30 per litre. Instcad of Rs. 1.30 we had to purchase
milk at a higher price becausc of the general price increase
and the extra expenditurc that we have incurred in 1973-74
just on account of the purchase price of milk was Rs. 68.05
lakhs compared to Rs. 146 lakhs in 1974-75. It has been
the increase in the purchasc price of milk only. Similarly for
skimmed milk powder the increase in the purchase price was
of the order of Rs. 87 lakhs in 1973-74 and in 1974-75 Rs. 162
lakhs. The increase in the price of milk and milk powder
account for the entire loss of the Delhi Milk Scheme. The
Prices of stores and services have also increased. Partly duc
to cconomic utilisation of resources and probably duc to im-
provement in efficiency and also economies of scale the per
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unit cost may go down; these threc factors have really resulted
in reducing the per unit cost but the other two factors, milk
and milk powder account for the entire loss.” '

6.21. Asked to state the steps taken to strcamline accounting system
in order to have better control over various elements of costing, the Chair-
man, Delhi Milk Scheme has stated:

“The cost accounts system in the DMS was started with a view
to have overall commercial accounting system; we had a quali-
fied Cost Accounts Officer but the staff that was provided was
not so well qualified to enable us to take to more sophisticated
costing exercises. We had gone before the Government with
a proposal to strengthen this section so that we may take to
more sophisticated costing exercises and develop a manage-
ment information system to feed the management with informa-
tion regularly on various aspects of costing so that corrective
measures might be taken in time. Basic costing exercises are
done; records are maintained and ledgers are maintained and
the annual proforma accounts are prepared and got vetted by
the Accountant-General. But what we would really like to
have is a management information system where detailed cost-
ing exercises are undertaiken stagewisc, operation-wise, so that
we know in time where to apply the corrective measures. For
that trained staff is required but in view of the need for cco-
nomy, ctc. Government had not so far agreed to this proposi-
tion.”

6.22. The Committec desired to know the average purchase ‘price of
mikk together with handling cost per quintal during the last five vears. The
Ministry have furnished the following information:

“The average purchase prise of baffalo milk and the cost of handl-
ing per quintal of milk are given below: —

Year Weight=!  uirrage Fstimated  cost

purchase  price per  Yandling per quint.?

quintal o milk
Rs. Rs.

9772 . . ... T SRR
1972-79% . . . . . . . to3 43 1O 00
1973-74 . . . . . . . 12365 1917
197475 . . . . . . . 13555 13- 48
1975-76 . . . . . . . 139 41 Accounts not yet fina-

lised.
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By and large the milk procurement rates increased in keeping with
the increase in the price index of Agricultural commodities
which registered an increase of 81.617, from June, 1969 to
June, 1975 and the market trends.

The increase in the cost of handling of milk was due to the general
hike in prices of stores. spares, petrol, diesel oil ctc., incrcase
in the rates of ice. service charges including transport charges
due to the unprecedented increase in the rates of petrol oil and
lubricants., enlargement of the area from which the milk is
procured, and increase in the rates of salary and wages etc.
due to the implementation of the recommendation of the 3rd
Pay Commission and the grant of Dearness Allowance.™

6.23. At the instance of the Committee, the Ministry have furnished
a note stating that the following major steps have been taken by Govemn-
ment to improve the efficicncy of Dethi Milk Scheme in processing of milk
and to effect economies in cost:

“(i) The replacement of old bottling lincs by the new bottling liacs
of higher capacitics.

(ii) The replacement of old clarifiers/separators by new units which
are more sophisticated and modern.

(iii) The replacement of old stillage trucks and bottle crates.

(iv) Increasing milk procurement by collecting milk from Stalc
Agencies and other Co-operatives 10 reduce the use of skimmed
Milk Powder.

(v) With more intake of milk and availability of fat the productien
of Ghee which is more economical product is also being in-
creased.

(vi) Steps are being tuaken to reduce to overhead cost by restricting
the overtime allowance.

(vii) By introducing morc accurate testing methods and cross checks
the margin allowed for the Fat and SNF percentages in tiie
processed milk have becn lowered, thus resulting in considera-
ble savings in the consumption of Fat and SNF although the
quality of the milk marketed continues to be of the prescribed
standards.

(viii) Detailed instructions have been issued regarding the regulations
and checking of the quantities of detergents, pesticides and
other chemicals used by Scheme in order to avoid any cxces-
sive consumption or wastage.
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The probable benefits/cconomies cannot be worked out at this stage
in respect of items at S. Nos. i 1o viii, as the same can only
be known after the various proposals are implemented.”

6.24. The Committee are distressed to note that the Delhi Milk Scheme,
which was expected to function on ‘no profit no loss’ basis has been incur-
ring losses year affer year since its incception except during 1969-70 and
1970-71. The cumulative loss upto 31 March, 1974 aiter adjusting the
profits earned in 1969-70 and 1970-71 amounted to about Rs. 7.05 crores.
The loss during 1974-75 and 1975-76 was Rs. 4.14 crores and Rs, 5.77

crores (subject to Audit) respectively. Though the accounts for 1976-77
are stated to be under compilation, the Committee feel that the losses dur-
ing 1976-77 will be greater as compared to earlicr years as the cost of
production (including cost of procurement) of milk was significantly higher
during this year, while the sale price of milk was stationary. Expressing
anxiety over the losses, the Committce in their Sixth Report (Fifth Lok
Sabha—1971-72) had hoped that “with the increase in turnover and better
control over expenditure, losses would be wiped ofi aad the Scheme would
bhe able to function on a ‘no profit no loss’ basis. The Commiftee are
unhappy to peoint out that precious litfle has been done by the Government
during all these vears to reduce the losses. According to  Audit, losses
were inter alia contributed by uneconomical working of the Bikaner Centre
and high percentage of losses of fat and milk in process at the Central Dairy.
excessive breakage of bottles, higher incidence of c¢nst of collection on
account of under-utilisation of the capacity of a number of milk collection
and chilling centres, rising trend of consumption of petrol, diesel, engine
oil, steam coal, chlorine and caustic soda and idle plant and equipment.
The Committee by and large have dealt with these aspects elsewhere in
the report and given their recommendations.

6.25. The Committee consider that the reason for the loss sustained by
the Delhi Milk Scheme is due to the marked differcnce between procure-
ment and sale prices of milk. It has been submitted to the Committee that
there has been a general increase in the price index of all commodities over
the index prevalent in June 1969, registering an increase of 15.19 per cent
in June, 1972; 38.88 in June, 1973; 78 per cent in June 1974; and 81.61
per cent in June, 1975. While keeping in view the increase in prices as
well as market trend over the vears, the milk procurement rates were in-
creased suitable from time to time to provide s remunerative return to
the milk producers. The Delhi Milk Scheme has been bringing their worsen-
ing position to the notice of Government from fime to time but the latter
instead of moving swiftly allowed the things to drift.
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6.26. Another reason which accounts for a major portion of losses is
the increase in the prices of skimmed milk powder. It has been stated
that the increased price of the skimmed milk powder was of the order of
Rs. 87 lakhs in 1973-74 and Rs. 162 lakhs in 1974-75. The Committee
are of the view that unless some effective measures are taken to increase
the procurement of milk and reduce the expenditure on over-heads for
cellection and processing of milk, it may not be possible to reduce the losses
io an appreciable extent. The Committee, therefore, would like to urge
that all-out efforts should be made to tap more sources for the procurement
«f milk at most reasonable costs.

6.27. The Comnmittce have becn informed during evidence that the no-
less situation would occur only when the pricing is done in such a way bet-
ween the Delhi Mother Dairy and the Delhi Milk Scheme and the product
mix so decided that in the overall situation there was no loss,. The Com-
mittee have already emphasised elsewhere in this Report that conclusive
action should be taken within six months of the receipt of the Report of the
Committee of Officers which has been appointed to decide the purchase and
sale prices of milk by both the Dairies.

6.28. The Committee note that the Delhi Milk Scheme had incurred 2
Jess of Rs. 83.89 lakhs in 1972-73. While the incidence of increase in the
price of raw milk and skimmed milk powder in  1972.73 over 1971-72
smounted to Rs. 30 83 lakhs the incremental impact of higher incidence
eof wages and services had not been quantified,

6.29. Similarly. the Committee find that the savings effected by the dis-
coatinuance of supply of standard milk at the rate of Rs. 1.16 per litre
with 4.5 per cent fat content with cfiect from § November 1973, and intro-
duction of special toned milk at the rate of Rs. 1.30 per litre with 3.5 per
cent fat cotnent later reduced to 3 per cent has not been quantified. The
Committee need hardly point out that Government should have carcfully
weorked out the financial implications of reducing the fat contents in two
stages and kept a careful watch to see the extent fe which this had actually
helped in reducing the losses.

6.30. The Committee have becn informed that Government have taken
2 number of steps to improve the efficiency of Delhi Milk Scheme in pro-
cessing of milk to effect economies in cost. These steps inter alia include
replaccment of old bottling line, clarifiers/separators, stillage trocks and
bettle crates, increasing milk procurement fo reduce the use of Skimmed
Milk Powder, increase in production of Ghee which is more economical.
reduction in overbead cost by restricting the overtime allowance, sayimgs
i consumption of fat and SNF, etc. The Committee would like the Gov-
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ernment to take conclusive action to enforce these improvements vigbmusly
se as to effect all possible economies consistent with maintenance of quality
expected of a Government undertaking dealing with vital supplies of milk.

6.31. The Committee also urge that concerted measurcs should be taken
t¢ (i) improve procurement from the earmarked milk-shed areas, (ii) develop
high-yielding cattle (iii) improve procurement arrangements through ratiom-
alisation and economy in procurement operations.



CHAPTER VI

RELATIONSHIP BETWEEN INDIAN DAIRY CORPORATION AND
DELHI MILK SCHEME

The Indian Dairy Corporation was incorporated as o wholly Govern-
ment-owned Company on 13 February, 1970 mainly 10 implement “India
WEFP Project 618" (Operation Flood) under the World Food Programme of
the United Nations. The Project which had a duration of 5 vears (1970
to 1975) and which has since been extended for a period of 2 years up 0
the end of June 1977, aims at the improvement of milk marketing by cnab!-
ing the organised dairy sector to obtain a commanding share of the marke's
in the four major cities of Bombay. Calcutta, Delhi and Madras and  at
speeding up dairy development by increasing milk procurement and produc-
tion in the rural arcas which supply milk to the four major cities.  The
main objectives of the Corporation according o itx  Memorandum  wrd
Articles of Association are contained in the sta‘emen: at Appendix 11

7.2. Sitwated on a 18-acre plot at Patparganj (Dethi). the New Duainy
with the capacity for processing 4.00.000 litres of milk pes day. has been
built at a cost of Rs. 300 lakhs, imported cquipment representing R 20
lakhs. Tn addition. it is expected that the 200 vending units proposed 1o
be cstablished in the Delhi city will cost Rs. 171 lakhs.

The Mother Dairy is designed to receive fresh pulk (from the M
Grid), pasteurise. standardise. and homogenise milk. The Dairy is als®
designed to augment fresh milk supplics with milk  recombined from
skimmed milk powder and fat. The Dairy sells  pasteurised  and home-
genised milk containing 4.5 per cent fat and 8.5 per cent solids non-fat, .t
Rs. 2.00 per litre.  They pay to the farmers —Rs. 1.89 per litre.  The
new Dairy was commissioned in December, 1974,

7.3. Explaining in brief the functions of the fndian Dairy Corporatior.
the Managing Director of the Indian Dairy Corporation has stated durirz
cvidence:—

“They arc dealing with dairy development. development of Oper. -
tion Flood programmes by tackling the problems of four mil*
markets in India at Delhi. Bombay, Calcutta and Madra-
These are the four major consumption centres, the milk shel
of which cover ten States. For instance. Delhi's market i
being linked up with Rajasthan, Western U.P.. Punjab and
Harvana: similarly. Calcutta is being linked up with Biha~
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and Eastern U.P., Madras is linked up with Tamil Nadu and
the rural areas of Andhra Pradesh, while Bombay is linked
up with the rural arcas of Maharashtra and Gujarat. In
these ten States, selected arcas have been taken up for the
development of Anand pattern socicty, so that there will be
at lcast onc such organisation in cach of these States.”

7.4. The Committee have been informed during evidence that when the
second dairy plant came into existence, it did not have any procurement
agencies of its own. The Delhi Milk Scheme, thercfore, had to divert a
portion of its own milk supplics to sec that the D.M.S. diverted 54.04 lakh

litres of milk to thc Mother Dairy from Rajasthan and Uttar Pradesh
during 1975-76, 1 &

7.5. Explaining the present sources of procurement of milk of the new
dairy, the Sccretary, National Dairy Development Board, has stated:—

“The new dairy is collecting milk from  Meerut, Punjab and Raj-
asthan as also from Gujarat. From Gujarat the present
collection is about 60.000 litres all through the organised
dairy public sector or cooperatives only.”

7.6. The Committee were informed that the Delhi Milk Scheme were
ir a position to take care of about 45 per cent of Delhi's milk requirements.
Faquired as 10 how the Dethi Milk Scheme  would be  able to meet the
ertite demand of milk of the people of Delhi, the Chairman, Delhi Milk
Stheme, has stated: —

“The sccond dairy which has already constructed a large number
of depots and milk is easily available at an economic price
will supplement the DMS distribution.  Ultimately. both the
dairics together will supply more or less the entire requirement
of Dethi.  That is the planning and already a lot of progress
has been made in the sense that the second dairy and DMS
between  themselves  will  supply about 7 lakh litres.  The
sccond dairy plant is spreading their distribution network and
1 think within the next two ycars the position will improve
very substantially.”

7.7. The Committice asked whether the Indian Dairy  Corporation
taid the same procurcment price of milk as is paid by the Dethi Milk
Scheme. The Chairman, Delhi Milk Scheme, has stated:—

“They are adopting DMS price; but give Rs. 5/- extra. They
had raised the difference a little more.  Then we discussed
the matter; and Government took a policy decision that
there should be price parity between the two Delhi plants.
That is the latest situation.”
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7.8. In reply to a question, the representative of the Delhi Milk
Scheme, has stated:—

“It is most essential to have complete parity and coordination
between the two dairies, as far as the procurement and dis-
tribution are concerned. Government has actually issued a
directive that there should be price parity. In regard to
coordination also, Government is taking necessary measures.
There is adequate coordination now between the two dairies.
In pricing also, a fair amount of parity is there.”

7.9. The Committee pointed out that Government had issucd the ordar
that there should be complete parity and not ‘a fair amount of parity”.
The representative of the Ministry of Agriculture has stated as follows:

“A problem of this type had arisen about 2 months back; and we
in the Ministry had to intervene, We called the representatives
of both the dairy plants and sorted the problem out. We ave
in frequent touch with both the units. The milk shed is realiv
common. There are lots of operational problems.”

7.10. Referring 10 the quality of milk supplicd both by the Mothsar
Dairy and the Delhi Milk Scheme, the Ministry of Agriculture have ex-
Plained the position, in a written note, thus:—

“The quality of milk sold by the Mother Dairy and Declhi Miik .
Scheme is quite different. The Mother Dairy sclls standard
milk containing 4.5 per cent fat, whereas Delhi Milk Schem:z
sells toned milk containing 3.0 per cent fat. The rate had
to be kept distinct according to the quality,

“In order to achieve complete coordination between the activitizs
of the two dairies in the Capital, a Committec has been cons-
tituted under the Chairmanship of Joint Secrctary in-charge of
Dairy Division in the Department of Agriculture.  This
Committee, among others, consists of the Chairman/General
Manager of the two dairies along with other concerned
officers.  Important decisions like the purchasc and wale pric:
of milk by the two dairies will be finalised by this Committee.™

7.11. Regarding the future co-ordination between the DM.S. and the
Delhi Mother Dairy and their Management and Control the  Committe:
of Public Undertakings has in its 83rd Report (Sth J ok Siblo— 1975.76)
made the following recommendations:—

“The Committec need hardly point that now when there are two
public sector dairies in Delhi. Government will have to tuke
steps to avoid duplication of cfforts and overlapping of func-
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tions, arrange judicious location of booths in all parts of the
city and ensure equitable distribution of milk among all sections
of people.  They are of the opinion that one integratad
organisation to manage and control the aflairs of both the
DMS and the Delhi Mother Dairy will not only go a long way
in achieving these objectives, but will also make it possible for
the Management to keep the overheads on staff and fuel cos's
on transportation low, guard against unwholesome competi-
tion among milk producers and give them a fair deal, achieve
economics of scale and pass on the benefits of low costs to the
consumers. Necdless to say. the integrated management of
the two dairies will be able to bring about optimum utilisatioa
of the bottling capacity of DMS and the storage capacity of
the New Dairy. The Committee  stress  that  Government
should not lose any more time in taking a decision on the
structure of the integrated ugency to run the two dairies in
larger interests of the consumers and producers. 1t however,
the two dairies have to remain as separate units for some time
till the organisational structure of one integrated agency is
finalised, thc Committee would like the Government to make
some suitable functional arrangements to bring together the
heads of the two dairies so as to ensure coordination in their
activities and integration in their planning during the interim
period.”

7.12. The Committee find that the Delhi Milk Schome as well as the
‘Mether Dairy run by the Indian Dairy Corporation coatinue to operate &
Ddthi as two scparate entities. In this connection, the Committee would
Mke to recall the recommendation made by the Committee on Public Under-
takings in their 83rd Report (April. 1976) (o the effect the Government
should take steps to avoid duplication of efforts and overlapping of func-
tions between the two Dairies, arrange for judicious location of booths awd
ensure equitable distribution of milk among all sections of people. The
Committee had further expressed the opinion that one integrated organisa-
tion to manage and control the affairs of both the Delhi Milk Scheme and
the Delhi Mother Dairy would po a long way in achieving these objectives
and would also make for reduction in overhead expenditure on staf. trau.-
port, etc. The Committee regret that in spitc of the urgence of the prob-
lem, no concrete measures have vet been taken by the Government in the
matter except setting up a coordination commitfec with o Joint Secretary
of the Department of Agriculture as Chairman and on which are represen-
ted the Chairman/General Manager of the two dairies along with the
other concerned officers. 1t is also understood thst the twe Dairies  have
been asked to maintain parity and coordination in the matter of procure-
ment and distribution of milk, The fact. however, remains that while the



170

Mother Dairy procures its milk from the cooperatives, Dethi Milk Scheme
is still largely dependent for its supply on contractors. There is also a
marked difference in the fat content and the sale price of milk as also in
the manner of vending. The Committee feel that now that both the systems
have been in the field for a considerable period, it should be possible
for Government to take a firm decision in the matter. At any rate, there
should be complete coordination in the matter of procurement and distri-
bution of milk in the best public interest. The Committee would like to be
informed of the concrete measures taken by the Government specially in
the matter of procuring milk incrcasingly from the cooperatives of wmilk
producers and in opening of new distribution booths so as to make milk
available in areas which are predominantly inhabited by weaker sections of
the society.



CHAPTER VI
GENERAL

A. Idie Plant and Machinery

Audit paragraph

8.1. (a) Plant and machinery (details given below) were lying idle as
on 30th June 1975 from the date of acquisition:—

Si. Description Year of Cost
No. acquisition (Rs. in
lakhs)

Remarks

1t Machinery and equipment 1964* 1836 The balancing station at Bikaner

for balancing station at
Bikaner,

2 Automatic recrating and 1965 7-43)
decrating machines,

3 Milk evoporating plant | 1963 1-68
4 Cheese plint . . 1965 3 80]
5 Railmilk tankers . 1970-75 10-27

and

1971-72

Torat 41°54

is yet (November 1975) to
be set up. In addition to the
cost of the equipment an
cxpenditure of Rs. 2-60 lakhs
was incurred on acquisition
of land and its development-

These items were also reported
in paragraph 80(7) of Central
Government Audit Report (Ci-
vil 1970 and commented upon
in paragraph 7-15 to 7-17
of the Sixth Report of the
Public Accounts Committee
(1971-72). The Management
informed Audit in November
1974 that recrating and dec-
rating machines had been
partly damaged by firein 1971
and that technical experts of
National Dairy Development
Board had inspected the mac-
hines with a view to utilisc/
dispese of various parts of the
machines. The report of the
National Dairy Devclopment
Board is awaited (November
1975)s

Regarding acquisition of tankers

refer sub-paragraph (b) below,

*1971 (subse uently intimated by Audit)
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3107 LS—12,



172

Rail Milk Tankers

8.2. In paragraph 4.33 of its Sixth Report (1971-72—July 1971),
the Public Accounts Committee had recommended that, in view of the
dwindling procurement of cow milk from Bikaner and the proposal to
instal a cheese plant there, Government should make sure of the
economics of procuring tankers of 21,000 litres capacity for transport of
milk from Bikaner,

.8.3. In reply to the above recommendation, the Ministry infer alia
stated [Chapter ITI, page 46 of Fifty-Seventh Report of the Public
Accounts Committee (Fifth Lok Sabha) 1972-73] that there was
adequate justification for procuring 5 rail milk tankers, each of 21,000
litres capacity, for transport of milk either from Bikaner or from Jodhpur
or from Mehsana, where adequate milk was available but could not be
transporated to Delhi for want of rail milk tankers.

8.4. The five tankers procured by the Scheme at a cost of Rs. 5.30
lakhs through the Director General, Supplies and Disposals were receiv-
ed between January 1971 and July 1971. Owing to the failure of the
Contractor to fabricate the under-frames required for these tankers, the
work of fabrication was entrusted in September 1971 to the Railways at

a cost of Rs. 4.97 lakhs as against the contractors accepted quotation of
Rs. 2.31 lakhs.

8.5. While the under-frames were under fabrication, the Scheme in-
formed the Railways in August 1973 that these would no longer be
required as the railway siding at Patel Nagar had not been provided.
The Railways did not, however, agree to suspend the fabrication at that
late stage. The fabrication of under-frames is yet (November 1975)
to be completed.

8.6. In view of the fact that the setting up of a balancing station to
¢tep up procurement of milk from Bikaner has not materialised so far
(November 1975) and supplies from Mehsana have stopped with effect
from December, 1973, the tankers are unlikely to be utilised.

[The Ministry have stated to Audit in April 1976 that these tankers
are meant not only for collection of milk from Bikaner but also for
collection from other centres which are linked by meter guage railway.
It is further stated that as soon as the complete rail milk tankers are
received by the Delhi Milk Scheme these will be put to use]

[Paragraph 48(4.5) of the Report of the Comptroller and Auditor
General of India for the year 1974-75, Union Government (CiviD)).
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8.7. Referring to the automatic decrating and recrating machines,
the Public Accounts Committee (S5th Lok Sabha) (1971-72) in their
Sixth Report noted that these machines had not been put to use and
effarts were made by the management to dispose them of. A reference
was made to the manufacturers who made reference to their worldwide
distributing agencies. Some response was received from the firms but
ulitimately the deal did not go through. The Committec therefore
desired to know the progress made in regard to the utilisation of the
machines.

8.8. In their 57th Report (5th Lok Sabha) (1972-73), the Ministry
informed the Committee as under:

“While the question of utilisation of the automatic decrating and
recrating machine was being reviewed in Delhi Milk
Scheme a firei took place on 28th July, 1971 in the transport
shed of Central Dairy where the wooden crates containing
parts of these machines had been stored. As a result of
this fire, some crates were burnt and many parts of the 4
sets of decrators and recrators got damaged. The Police
authorities who were asked to investigate the causes of the
fire including as to whether there was anv p-ssibility of a
‘mischief’, reported on 6th May, 1972 that after investiga-
tion they had closed the case as they do not suspect criminal
act on the part of any person.

Immediately after the fire, a Committee had also been constitut-
ed by the Chairman; Delhi Milk Scheme comprising Senior
Dairy Engineer, Transport Engincer and Controller of
Stores to assess the damage to the recrating and decrating
machines as a result of the fire. According to the Com-
mittee, the loss would be of the order of about Rs. 2 lakhs.
Ministry have advised the Chairman, Delhi Milk Scheme to
get examined the damages caused to the decrating and
recrating machines by the Experts Team of N.D.D.B. and
also to obtain their advice regarding the repairiutilisation|
disposal of the machines. The matter was referred to the
N.D.D.B. in April, 1972. When the Expert Team of
N.D.D.B. visited Delhi Milk Scheme in June, 1972, they
were again requested to examine the machines and advise
on the repairutilisation|disposal thereof. Further action
will be taken on receipt of their recommendations.”

8.9. At the instance of the Committee. the Ministry of Agriculture
have furnished a copy of the Report of the technical experts wherein the
following observations/conclusions have been made:—
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Observations - ;
“The relevant information gathered by the team revealed that the
automatic decrating, recrating and crate stackers were pur-
chased by DMS in the year 1965. Out of these, seven
cases were burnt while storage in July, 71 at the dairy per-
mises and found severely damaged. The various compo-
nents, particularly of the crating and decrating machines,
viz., motors nylon sockets for holding the bottles, aluminium
parts, electrical wiring. air-cylinders etc. were considerably
damaged. All these equipments were visually examined
and found not usable unless and until thoroughly overhaul-
ed, repaired and the important components are replaced.

The crate stackers were, however, found intact.

Further, it is found that one out of 4 decrates and 2 out of 4 re-
crates are also not affected by fire though they have got
partially corroded during storage at site. The DMS authori-
ties are using GI wire crates and plastic crates and substantial
numbers of these crates are not fit for any mechanical handl-
ing, particularly for operation of crating. decrating and crate
stacking.

It was further observed that out of 5 nos. of bottling plant
under operation, 3 nos. are in considerably deteriorated
condition. It was also learmt from the DMS officials that
these are being replaced by new plants for which they have
already issued indents.

The crating, decrating and stacking machine received by Delhi
Milk Scheme are not in production now by the original
manufacturer and from the records it was gathered that the
manufacturer has also informed DMS that this modcl has
now become obsolete.

Conclusions
The team, after discussion with the officials of DMS subsequent
to the visual inspection of the above items. could draw the
folowing conclusions.

These items, now being obsolete, would be difficult to be operated
since obtaining the spare parts would be extremely difficult.
Further more, the type of crate being used in DMS would
not be suitable for anv mechanical handling and could ulti-
mately lead to severe breakage of bottles and/or complete
stoppage of production. The 2 stackers available alone can-
not be installed and found adequate to cater to the bottling
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plants and in such case the whole bottling plant layout may
have to be changed too. As mentioned above, the condi-
tion of substantial portion of these machines is very bad.
The overhauling, repair and reconditioning of the same
would involve considerable expenditure and foreign exchange
specially so if DMS have to obtain parts, (parts may not be
available) as well as technical experts from the original
manufacturers in abroad.

All these facts lead to the conclusion by thel team that the decrat-
ing, recrating and stacking machines referred to above should
not be consitlered for use at this stage and the same could

be disposed of accordingly.”

8.10. Asked to state the latest position in this regard, the Chairman,
Delhi Milk Scheme, has stated during evidence as follows:

“The crating machine was used for somctime; it was commission-
ed with the plant itself in 1959; then it gave a lot of mechani-
cal trouble; some of it was replaced and some machines were
procured in 1964 or 1965. The trouble with imported
machines is that no spare parts are available to put them in
order once something goes wrong. We found that the work-
ing of the crating and decrating machines was not satisfactory
and so it was decided not to use these machines. At one
stage a lot of effort was made to get the manufacturers take
back those machines or arrange for their resale somewhere
but by that time they had changed the design of those
machines and they said that there would be no buyers for
those machines. We have now decided to cannibalise them
and use the parts which could be used and sell away the rest
which could not be used.”

8.11. As regards the Cheese Plant, the Public Accounts Committee
(5th Lok Sabha) (1971-72) in their 6th Report on Delhi Milk Scheme
observed as under:

“A Cheese plant procured on a high priority basis at a cost of
Rs. 3.80 lakhs in the vear 1965 is yet to bc installed. The
Committee are not fully convinced of the soundness of the
original proposal to instal the plant in Delhi. It is not clear
as to why the order for it could not be cancelled when the
Kurien Committee recommended the cancellation in 1964.
The Committce note that the Scheme expects to instal the
plant at Bikaner as per the alternative suggestion of the
Kurien Committee, in about two years’ time. It was admit-
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ted during evidence that the plant might become obsolete on
account of delay in #s installation. The Committee hope
that such instances of bad planning will not recur.”

8.12. In their Action Taken Notes. the Ministry stated, vide 57th
Report (5th Lok Sabha) (1972-73) as under:

“The Cheese Plant purchased in 1964 was originally intended to

The

be installed at Central Dairy and the order for the cheese
plant was placed by thc D.G.S.&D. on M|s. Vulcan Trading
Co. on 23rd March, 1964. However, an Expert Committee
presided over by Dr. Kurien advised in August, 1964 that
it would be best if the order for the cheese plant could be
cancelled without any financial implications. If this was not
possible then the cheese making equipment could be installed
at Bikaner. Procurement action was, however, at an
advance stage. Delhi Milk Scheme could not succeed in
getting the order cancclled or postponed as the firm had in-
formed that they are awaiting shipping advice from the
Manufacturer. The matter was considered by the Manage-
ment Committee in its 15th Meceting held on 6th November,
1964 and it was decided that since the order had been
placed, cquipment might be allowed to come. It was decid-
ed to instal the plant at Bikaner. Nearly all the machinery
and equipment for the Bikaner Balancing Station have since
been procured. With the introduction of the Operation
Flood Programme State Governments/State Cooperatives
would operate the feeder balancing Station located in  that

State.

question as to whether the Delhi Milk Scheme or the Govern-
ment of Rajasthan should set up the Balancing Station at
Bikaner is vet to be dccided.. As soon as a final decision
regarding the agency which would undertake this project is
taken, it will be possible to establish the Balancing Station
and also to instal the cheese plant.

In view of the foregoing clarifications, the plant and machinery

in question could not be installed due to circumstantial and
technical factors and no person can be held responsible on
this account. The Government are, however, looking into
the circumstances about the soundness of the original propo-
sal to instal the Cheese Plant in D.M.S. and will fix respon-
sibility if the initial planning is found to be unsound.”
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8.13. As regards comsttissioning of cheeos plimt the pepresentative of
the Dethi Mk Schéeme, has stated during evidéace:

“We have a cheese plant and the idea was to put it up in the
milk shed aves to link up with the balancing statiort of the
Delhi Mitk Scheme. The original idea was to pwt it up at
Bikaner. But the State Government had also decided to
put up a cheese plant there. Now, we have decided to put
it up at Mathura and U.P. Government’s concurrence is
awaited. Along with cheese plant, we need pasteurisation
units also. These facilitics we wanted to develop not in

Delhi but in the milk shed areas because it saves transportation
and handling costs.”

8.14. Commenting on the purchase of milk evaporating plant, the
Public Accounts Committee in paragraph 7.16 of their Sixth Report (5th
Lok Sabha) had observed as follows:

“It is unfortunate that the Scheme went in for such a sophistica-
ted equipment as milk evaporating plant on the advice of a
forcign cxpert without examining its immediate utility and
consequently the equipment had not been put to use since
1962-63. The Committee need hardly strees that recom-
mendations of foreign experts should henceforth be care-
fully sifted bv the National Dairy Development Board/Indian

Dairy Corporation to ensure their suitability under the pre-
sent Indian conditions.”

8.15. The Ministry of Agriculture had furnished the following reply
to the above recommendation of the Committee in 1972:

“The milk evaporating plant was actually installed and commis-
sioned in the year 1963, but on account of the excessively
high water consumption, its use was discontinued. When
the total handling capacity of DMS was increased as a part
of this expansion programme, it was proposed to instal an-
other milk evaporator. As such, it was felt that a water
recirculation system should be developed for both the eva-
porators to economise on costs and make the proposition
more practical. Action has already been initiated, the water
recirculation system has been installed and both the evapo-
rators are expected to be commissioned in about 6 months
time.

Action to procure new items of machinery and equipment is now
_generally being taken by Delhi Milk Scheme on the advice
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of experts attached to the National Dairy Development
Board/Indian Dairy Corporation, as well as United Nations
Experts assigned to India.”

8.16. The Ministry of Agriculture and Irrigation (Deptt. of Agricul-
ture) informed the Committee on 26 July, 1977 as follows:

“The milk evaporating plant has not been commissioned so far
because it has not been possible to arrange the spare parts
of the requisite quality. Efforts are being made in this direc-

tion.

8.17. As regards the rail milk tankers, Audit has stated that 5 tankers
procured by the Delhi Milk Scheme at a cost of Rs. 530 lakhs were
received between January, 1971 and July, 1971. The fabrication of the
under frames for the tankers was entrusted to the Railways in September,
1971 at a cost of Rs. 497 lakhs. In August, 1973, however, the Delhi
Milk Scheme informed the Railways that the under-frames under fabrica-
tion were no longer required as the railway siding at Patel Nagar had not
been provided. The Railways, however, did not agree to suspend the fab-
rication work at that late stage. In November, 1975, the fabrication was

still to be completed.

8.18. The Committee desired to know whether the matter
susupension of the work was discussed with the Railway Board, the Minis-
try of Agriculture have stated in a written note:

“In November, 1972, the Railway Authorities informed Delhi
Milk Scheme that a Mass Rapid Transit System in Delhi area
was being developed and it was possible that the MRTS
tracks may traverse Patel Nagar Yard bétween the Delhi Milk
Scheme premises and the existing station building. In view
of this the provision of MG siding on the Delhi Milk Scheme
premises was not considered feasible.

The Chairman, Delhi Milk Scheme discussed the whole issue of
suspension of fabrication of under-frames by the Railway with
Shri R. C. Sethi. Joint Director, Mech. Engineering(W), Rail-
way Board. As per the then Chairman’s note dated 17-9-73,
recorded in file No. 2-1/68-ST|Vol. II it appears that he was
informed by Shri Sethi of Railway Board that the Railway
Board had already acted on our earlier request for fabrication
of under frames and the Golden Rock Workshops of the
Southern Railway had already manufactured 5 M.G. under-
frames and instructions had also been issued by the Railway
Board to despatch these to the Bikaner Workshop of the Rail-
ways for mounting of the tanks. In view of the advanced

regarding
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stage of the manufacture of the under-frames it appears that
Shri Sethi did not agree to the suspension of fabrication pro-
posed by DMS. Therefore, the Railway Board was allowed
to go ahead with the remaining work for completing the rail
milk tanker vide office letter No. F. 2-1{68-ST|Vol. II, dated
24.9.73.

In this connection it may be mentioned that the then Chairman
discussed the matter at length with the Additional Secretary
(P) of Ministry of Agriculture and Irrigation and Dr. Kurien,
Chairman 1.D.C. at about the same time, and on a note dated
17-9-73 in file No. 2-1/68-ST/Vol. 11, the Chairman recorded
that Dr. Kurien expressed the view that D.M.S. may proceed
to have the under-carriages fabricated and rail milk tanks
mounted on these as planned and if and when D.M.S. finds that
it could not be in a position to utilise these rail milk tankers
any further there should be no difficulty at all in transferring
these rail milk tankers to I.D.C. who were planning to arrange
for rail milk tanker, on All India basis for the movement of
milk. This understanding was also conformed by the Manag-
ing Director, 1.D.C. Baroda vide his letter No. PROF/DMS/
11744, dated 27th September, 1973.”

8.19. About the completion of work of fabrication of underframes,
the Ministry of Agriculture have stated the following in a note furnished
to the Committee:

“Two milk tankers were delivered to Delhi Milk Scheme on 12th
October, 1976 and are already in use. The work regarding
the mounting of the tank bar barrels on the remaining 3
under-frames is in progress in the Railway Workshop at
Bikaner.”

8.20. The Committee desired to know the reasons for the delay in the
completion of work of fabrication of remaining three milk tankers. In
reply, the Ministry have furnished the following note:

“The railway workshop at Bikaner could not handle fabrication of
all the five tankers at a time. They took up fabrication of
these tankers after they had completed the first two tankers.”

8.21. The Committee enquired the actual use to which the rail milk
tanker already fabricated had been put to and the economics and financial
implication thereof. The Ministry have stated:

“The rail milk tankers are required for transportation of milk from
Bikaner as well as from all metre gauge stations in the milk
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shed area such as Alwar, Ajmer, Jodhpur & Bhilwara. At
present the milk is being transported from Bikaner only, but
efforts are being made to wtitise the tankers for transportation
of milkk from other metre gauge stations, and as such
economics will be worked out later on.”

8.22. The Committee are distressed to note that several items of plant
awd machinery costing Rs. 41.54 lakhs have been lying idle with tie Delhi
Milk Scheme since their acquisition, They find that more than a decade
bas passed siace the swiomatic recrating and decrating machines, milk
evuporuting plant and cheese plant were scquired by the Delbi Milk Scheme
and have net beem put to use for one reason or the other. In this context
it is relevant to menfion that the Public Accounts Committee in their Sixth
Report (Fifth Lok Sabha) had also stressed the need for utilisation of these
machives. The Commitiee note that despite the fact that the fechnical ex-
perts of the National Dairy Development Board who had inspected the
awtomatic recrating and decrating machines in March 1975 and recommen-
ded their disposal, nothing tangible has been done in this behalf.

8.23. The Committee note that although the Ministry had intimated to
them in 1972 that the milk evaporating plant would be commissioned in
about six months, they are surprised to find from the information furnished
to the Committee in July 1977 that it has not been commissioned so far
for lack of spare parts. The Committee would like to be informed of the
specific steps taken to expedite the commissioning of the plant. The fact
that the plant has been lying idle since 1963 and the Delhi Milk Scheme
were carrying on without it all these years, gives rise to the doubts in the
mind of the Commitiee whether the purchase of the evaporating plant was
absolutely mnecessary.

8.24. The Committee note that the Dethi Milk Scheme failed to esta-
blish the cheese plant at Bikaner. They also note that efforts arc being
made to establish it at Mathura and that the sanction of the Govermment
of Uttar Pradeshk is awaited.

8.25. The Committee note that five rail milk tankers requisitioned at
a cost of Rs. 10.27 lakhs were originally required for carrying milk from
Bikaner. Simce railway siding at Patel Nagar premises of the Delhi Milk
Scheme was not being provided, the Defhi Milk Scheme now intend fo uti-
lise fhese tankers mot omly for collection of milk from Bikaner but also
from other cemtres which are linked by mefre pruge rafiwav. The Com-
mittee deplore the fuihore of fhe Minlstry to establish an effective Falson
wifh the Railway Board in the matter of the provisios of the Rafiway sidinge
at Patel Nagar. They feel that before awarding the contract to the Rail-
ways for (he manufacture of under-frames of the tankers, the Delhi Milk
Scheme should have ascertained from the Railway Board the position of pro-
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vision of milway sidiags faciifies at Patel Nugar. The Commifiee note
thut twvo wllk thukers Whith were delivered to the D.M.S, by the = i

dve nlrendy fn wee. They Huge e remalning three tatkers would siso be
refurbished soon and put to use.

B. Workshop and Transport Equipment Aud¥ Puragraph

8.26. The Scheme is maintaining two workshops, ome for repair and
maintenance of vehicles and the other for repair and maintenance of the
plant and equipment in the Central Dairy. The staff strength of the Trans-

port and Central Dairy Workshops, as on 31st March 1974, was 134 and
155 respectively.

8.27. The total expenditure incurred on maintenance of dairy plant

and equipment and transport vehicles for the years 1969-70 to 1973-74
was as follows:—

(Rupecs in lzkhs)

196g-70  1970-71 1971-72 1972-73  1973-74

(1) Maintenance of dairy
plant and equipment . 349 4-89 507 6-08 9-8o
Expenditure was not
booked  separately.

11} Maintenance of transport
Vehicl-s . R . .. .. 11-88 u o8 1960

8.28. In this connection, the following observations are made:—

(a) As on 3lst March 1974, the Scheme had a fleet of 21 *read
milk tankers and 148 vans for transportation of milk from milk colection
and chilling centres to the Central Dairy and from Central Dairy to the milk
depots. The data relating to the date of acquisition, mileage run, con-
sumption of petrol/diesel, expenditure on maintenance and repairs, date
of condemnation, etc. of each tanker and van were not maintained by the
Schenie.  As a result no control could be exercised by the Management on
the expenditure on repairs and maintenance, premature condemnation, etc.

The Ministry intimated to the Audit in April 1976 that data relating to
date of acquisition, milage run. consumption of petrol‘diesel and date of
condemnation arc maintained.

(b) The job orders/job cards maintained by the Management only
indicated the estimated requirement of materials for carrying out repairs/

*16 Road milk tankers (Subsequtmtly informed by Audit).
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smaintenance/overhauling of transport vehicles and plant and equipment.
Estimates for the requirement of labour were not given in the job orders/
job cards. Again actual cost of each job indicating the cost of materials
labour and other items is not being worked out.

(c) The cards maintained for the purpose of watching utilisation of
tyres did not indicate mileage covered by a particular tyre so as to find out
whether or not mileage obtained was reasonable and replacement had not
‘been made prematurely,

(d) No standards for consumption of petrol/diesel/engine oil had
‘been Jaid down. An analysis of the overall consumption of petrol, diesel
and engine oil indicated that average consumption per 1,000 kilometres was
constantly on the increase over the data for 1971-72, as per details given
‘below: —

1971-72  1972-73  1973-74

(in litres)
Average consumption of petrol per 1000 kms. . . 128°9 164- 2 187-6
‘Average consam rtion of diesel per 1000 kms. | . . 296-4 311-3 3310
‘Average consumption of engine oil per 1000 kms. | . 95 -4 162

[Paragraph 48 (4.6) of the Report of the Comptroller & Auditor
General of India for the year 1974-75, Union Government (Civil)].

8.29. At the instance of the Committee, the Ministry of Agriculture
and Irrigation (Deptt. of Agriculture) have furnished the following figures
regarding the total expenditure incurred on maintenance of dairy plant and
equipment and transport vehicles during 1974-75 and 1975-76:

-«Total Expenditure 1974-75  1975-76
Rs. Rs.
R & M Vehicles , . . . . . . . . 12,12,532  20,05,865
Plant (Excluding factory building) . . . . . 9,77,017  13.32,687

ToraL . . 21,80,549  33.38,552
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8.30. The Ministry have also indicated the average consumption of’
diesel, petrol and engine oil per 1000 kms. during 1974-75, 1975-76 and
1976-77 as under:—

Year HSD/Per thous- Petrol/Per th- Engine Oil/per

and Kms, ousand Kms. thousand Kms.
1974-75 . . . . . 296- 7 133-8 10-06
1975-76 . . . . . 190 5 1458 13- 01
1976-77 ; . . . . 304 4 149°6 9-04

[Azcounis for 1975-76 and 1976-77 have not yet finalised]

8.31. The Committee desired to know the number of break-downs of
the various plants and equipments of the Delhi Milk Scheme during each
of the last three years and the total man-hours lost as a result thereof. The
Ministry of Agricuiture in a note furnished to the Committee have stated:—
stated: —

“The plant and machinery installed in Central Dairy consist of
various units meant for processing liquid milk as well as for
the manufacture of milk products. In order to ensure the
distribution of processed milk uninterruptedly round the year,
the break-down of the various plant and equipment during the
last 3 years were only of the running type which has to be
attended to promptly to keep the plants running. However,
some units of the plant, such as clarifiers, separaters and
some storage tanks etc. could not be used effectively due to
various break-downs which occurred from time to time. Their
non-functioning, by and large, had not hampered or dislocated
the supply. On the by-products manufacturing side, some of
the plants, like spray drier and roller drier had not run regu-
larly and remained idle for repairs from time to time. The
break-downs in them were also of running nature. These
units were put to use after repairs.  The details of the lav-offs
during the last three years have not been maintained.”

8.32. The Committee have been informed that the expenditure on re-
pair and maintenance of plants and machinery including expenses on factory
building during the vear 1974-75 was Rs. 9.77 lakhs and that accounts for
the year 1975-76 were not yet finalised.

8.33. Asked to state the reasons for the rising trend in the expenditure
on repair and maintenance of plants and machinery, the Chairman of the
Delhi Milk Scheme has stated during evidence thus:

“There are two or three reasons. One is.the general increase in
the price of industrial raw materials and also increase in the
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cost of services like electricity, water supply, etc. Them wages
and other things also steeply increased. It has started comimg
down but upto last year prices increased sharply. The ather
reason is this. The old plants naturally require much greater
maintenance than the new ones and they also start using up
more lubricants and other problems are there.”

8.34. The Committee asked about the reasons for. non-compilation of
«data relating to utilisation of transport fleet and enquired how in the absence
-of such data the Management ensured the effective utilisation of the fleet.
In reply, the Ministry have stated:

“The vchicles are taken on charge in the Stores Ledgers before the
same are handed over to the Transport Section. After the
handing over, these are got registered with the Transport
Authorities arid the registration books give all the particulars of
the vehicles. The History Sheets and Job Cards give the fre-
quency and quantum of repair carried out on the vehicles.
After the vehicle has completed successfully its span of life, it
is condemned by a Committee of Technical Officcers and dis-
posed of thereafter.

Vehicle-wise statement showing consumption of petrol/diesel is
prepared in the Tool Room. In cases, when the milometers
are not in working order, proper checking with regard to the
consumption of POL is also done with reference to the dis-
tance of each route for milk distribution which is predeter-
mined. Road tests are conducted by the Transport Inspectors
periodically and the vehicles are attended to for removal of
the defects found by them. Further checks are also exercised
while the vehicles are on road for milk procurement/distribu-
tion duty. Entries in the Log Books are made as per columns
provided therein. Efforts are however, made to provide milo-
meters on the vehicles as early as possible.”

8.35. The Committee enquired from what date the data relating to
date of acquisition of road milk tankers, mileage run, consumption of petrol/
“diesel etc. was maintained by the Delhi Milk Scheme. The Ministry have
.explained the position as under:

“The dates of acquisition of the road milk tankers are available in
the Stores Ledgers wherein the horses/prime movers and the
Chassis are taken onm charge as and when received in Delhi
Milk Scheme. This procedure has been in vogue since the
inception of the Scheme. From the dates the tankers arc put
in use, the mileage run and the consumption of petrol/diesel
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are indicated in the Log Books from time to time in respect
of each journey undertaken by the Road Mitk Tankers. The
issue of Petrol/Diesel is made in the Issue Vouchers and the
entries are simultapeously made in the Log Books. The con-
demnation of vehicles is done in accordance with the provisions
of the Staff Car Rules framed by the Government of India
and the approval of the Government of India in the Ministry
of Agriculture to this effect is obtained. The particulars of
road milk tapnkers condemned from time to timec are available
in the relevant files maintained by the P.D. & C. Cell of the
Scheme.

The particulars of spare parts issued for the repairs of vehicles are
available in the Job Cards and the History Sheets maintained
for the vehicles. The estimated expenditure incurred on the
repairs of each vehicles can be worked out from these records.
The total expenditure incurred on the repairs and maintenance
of the vehicles is available in the Proforma Accounts for each
financial year. However, the expenditure on the repairs and
maintenance of cach vehicle indicating the spare parts fitted
to them and the expenditure by way of larbour charges has not
been worked out in respect of each vehicle as this would invoive
enormous labour and time.

8.36. The Commiftee are concerned to note the rising trend year after
year in expenditure in the workshop maintained by Delthi Milk Scheme for
repair and maintenance of the plant and equipment. They find that the
expenditure has progressively risen from Rs. 3.49 lakhs in 1969-70 to
Rs. 13.32 lakhs in 1975-76. The disturbing feature is that thuogh at times
there have been break-downs in some units of the plant, such as clarifiers,
separaters, some storage tanks and on the by-products manufacturing side,
some plants like spray driers and roller driers had remained idle for repairs,
the Delhi Milk Scheme had not maintained any details for such lay-offs.
The Committee need hardly emphasise that complete record of the lay-
offs of the plants and equipments showing the number of break-downs.
total number of man-hour lost and the losses suffered as a result thereot
should be properly maintained so that the precise reasons of break-downs
could be identified for conclusive action to avert their recurrence,

8.37. The Committee learn that the Delhi Milk Scheme are maintaining
another workshop for repair and maintenance of vehicles, both for milk
tankers and vans meant for transportation of milk from milk collection
and chilling centres to the Central Dairy and from the Cenatral Dairv to the
milk denots. The Committee are unbappy to note that the data relating to
pefrol/diesel. expenditure on maintenance and repairs, date of condemn-
ation etc. of each tanker and van were not maintained by the Delhi Milk
Scheme. Similarlv, the records maintained for the nurnase of utilisation of
tvres do not indicate mileage covered by » particular van.
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8.38. Yet, another matter of concern pointed out by the Audit is that
the expenditure on the repairs and maintenance indicating the spare parts.
fitted to the vehicles and the expenditure by way of labour charges has not
beea worked out by the Delhi Milk Scheme in respect of each vehicle,.
ostensibly on the ground that ‘this would involve enormous labour and time’,

8.39. The Committee are further unhappy to note that no standards of
consumption of petrol/diesel/engine oil have been laid down. It is, how-
ever, observed from the Audit report that the average consumption of
petrol/diesel/engine oil per 1000 km. was continuously on the increase
during the years 1972-73, and 1973-74 as compared to 1971-72.

8.40. Besides the above shortcomings another disturbing feature which
has come to light is the improper maintenance of records about their.
functioning. As pointed out by the Audit, the records maintained do not
indicate actual repairs/maintenance/over-hauling of transport vehicles and
plant gnd equipment. The actual cost of each job indicating the cost of
materials, labour and other items as also not being worked out,

8.41. The Committee need hardly emphasise that the deficiencies and'
short-comings pointed out by the Audit should be looked into urgentdy
for remedial action. In particular, the Committee urge that utmost economy
should be effected in the expenditure on repairs/maintenance/over-hauling
in both the workshops and in the use of petrol/diesel etc. so that the heavy
losses now being sustained by the Delhi Milk Scheme are brought down fo
the minimum by reducing over-head expenditure,

8.42. The Committee would also like to be informed of the institutional
arrangements made to monitor and check effectively the operational and
maintenance expenditure on the transport vehicles, :

C. Stores

Audit Paragraph
8.43. The following table indicates the inventory holdings of the Scheme
for the years 1969-70 to 1972-73:—

{Rupees in lakhs)

1969-70  1970-71 197172 1472-73 197574

Closing balance of Stores/sparcs 1516 4582 5794 v0-93 64-20
Consumption during the year :

{1} Butter oil} . . .. 38-02 88-65 3784 203- 29

{ii) Skimmead milk powder 53-26 128-15 196- 24 25885 48%-61

71ii) Other stores and spares: . g6- 43 59-28 66-65 7746 77° 51

14969 22545  351°54 47418 76841

Closing balance in terms of months
consumption . . . 1°2 2 4 19 16 1o
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(a) According to the special stores verification undertaken at the
instance of Government in October 1970, a difference of
Rs. 35.49 lakhs was found between the figures of closing stock
as per general ledger and the ground balance as physically
verified. The difference was not adjusted after investigation/
reconciliation but was shown under the head ‘Stores Adjust-
ment Account’ on the liability side of the Balance Sheet as on
31st March 1971. A further amount of Rs. 8.79 lakhs and
‘Rs. 0.49 lakh was credited to the above head in 1971-72 and
1972-73, respectively.

The report of special stores verification team was stated (July 1975)
by the Management to be available with the Ministry of Agriculture ‘and
Irrigation. The Ministry, however, informed Audit in October 1975 that
the Report may be had from the Scheme to whom a copy had been given
as back in 1970. The Report is still awaited (November 1975). The
details of further additions to Stores Adjustment Account in 1971-72 and
1972-73 are also awaited (November 1975). As a result, the correctness
of the adjustment made could not be verified in Audit. The huge credit
balance in the ‘Stores Adjustment Account’ is, however, indicative of lack
of control with regard to accountal of receipt and issue of stores.

8.44. The Ministry stated (February 1975), in this connection, as
follows:—

“Regarding addition of further amount of Rs. 8,78.527.87 to the
Stores Adjustment Account for the year 1971-72, it may be
stated that this amount is again the result of differences bet-
ween the figures as arrived at in the Stores Control Account
of General Ledger with Quantity Ledgers of various stores
carried out up to 31-3-1972. It is only when relevant C.R.
Vrs./Cl. Vrs/Missing R. Vrs./1. Vrs. are finally approved and
finalised that the details of working out the amount in question
would be made available to Audit. Tnstructions in this regard
have been simultaneously issued to the Controller of Stores
to expedite finalisation of the required documents after due
investigation of the shortages and excesses.”

(®) According to the Manual of Accounting Procedure. physical verifi-
cation of all articles is required to be conducted twice a year. No physical
verification of stock of coal was, however, conducted since inception to
March 1970. The physical verification conducted in March 1970 and
fwehber scrutiny conducted in September 1971 revealed a shortage of
1,777,735 tonnes valued at Rs. 1.33 lakhs, Although the Ministry of

3107 LS—13.
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Agriculture had asked the Management in May, 1970 to investigate the
shortages and fix responsibility, final action in this regard had not been
taken so far (November 1975).

(c) A test check of stores ledgers of transport and dairy engineering
stores indicated that 584 items (details given below) valued at Rs. 3.60
lakhs had been lying unutilised for over three years as on 30th June, 1975,

(Rupees in lakhs)

Particulars Total No.of Value
items
Motor transport stores . . . . . . . 153 063
Dairy engincering storess . . . . . . . 431 2°97
584 3:60

Survey of these items with a view to taking action for their disposal/
utilisation has not been conducted by the Management so far (November
1975).

[The Ministry intimated the Audit in April, 1976, that regular
branch-wise reviews have been undertaken from 1973}

ral of India for the year 1974-75, Union Government Civil.]

8.45. The report of the Team of Special Physical Verification was
submitted to Government on 31 May 1971, The Team had made the
following important observations:—

(i) Proper assets register showing the full description of assets
and their location has not been imaintained.

(ii) Quantity balances in the stores ledgers had not been reconciled
with those in accounts ledgers.

(i%i) Various items of stores had not been classified properly.

(iv) Ledger balances could not be accepted as correct as there are
numerous corrections, erasers, overwritings and interpolations,
etc.

(v) Minus balances were observed in a number of cases and dis-
crepancy pointed out in earlier physical verification had not
been adjusted.
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(vi) Receipt of boitles had been taken short to the extent of per-
centage permitted to cover handling losses in transit instead of
actuals and in the accounts for bottles it was noticed that when
issue of 5000 bottles only had been made the balances have
been reduced by 10,000 bottles,

(vii) There were missing folios in the ledger.

(viii) Ad hoc weight of issuec of aluminium foils was recorded
instead of the actuals.

(ix) The condition of automatic crating and decrating machines and
autoclaves appears to be deplorable,

(x) Additional purchases have been made in respect of some items
even when the stock held were the maximum prescribed.

8.46. To tone up the organisation and improve the working of the
Delhi Milk Scheme, the Team had suggested the following measures:—

(') The stores should be organised into homogenous and rational
units.

(ii) A separate milk products/by products stores should be orga-
nised under the distribution section.

(iii) Stores items should be classified giving full description of items
and their part number.

(iv) Proper standing instructions should be laid down regarding
care and maintenance of items stored so that thev do not de-
teriorate during storage.

(v) Periodical review of slow moving items should be made and
the unwanted/obsolete items should be disposed of immedi-
ately.

(vi) All material received should be inspected and taken on charge
within 24 hours of receipt.

(vii) Trregular practices like issues without proper indents, direct
issues from the receipt section. fractional issues of materials
which come in inconvenient/standard packings should be dis-
continued.

(viii) To prevent unauthorised drawal of stores kept in the open
without the knowledge of store-keeper, sorts in the open
should be kept in proper enclosures under the contro} of store-
keeper.

(ix) Maximum, minimum and ordering levels should be prescribed
on realistic basis and reviewed annually.
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(x) A three tier system of physical verification, viz. perpetual
verification by internal audit, monthly surprise verification by
the Controller of Stores and Stores Officers and annual verifi-
cation by technical officers nominated by the Chairman may
be introduced.

8.47. The Committee desired to know the action taken by Government
i pursuance of the various recommendations/suggestions made by the
Special Stores Verification Team. The Ministry, in 3 note furnished to the
Committee, have stated:

“The contents of the Report may be divided into two parts, namely,
observations made on physical verification and suggestions/
recommendations madc. As a result of physical verification,
quantitative difference between the balances as per quantity
ledgers of various stores and thosc found on verification as
physically and actually existing/available were noticed. The
net increase in valuc due to excesses and shortages noticed
worked out to Rs. 1.73.712 '- as per details given below:—

Stores: No. ofitemis . Excess Shortage
of  discre-
pancy
Dairy Engineering Store | . . . . srgo 1o2dibo 19.033
M.T.Store . . . . . . . = 21510 17.399
C.T.O. Stores . . . . . . . 21 36,050 105
EARRRES 3 36,537

Net Rs. 1,73,712

Proposals for reconciliation of excesses/shortages received from
the Controller of Stores have becn examined. Out of above
only 451 items of Dairy Engineering, 51 items of M.T. Storee
and 3 items of C.T.O. Godown are now outstanding and are
under further examination.

As a result of verification, difference in value as on 31-3-71 bet-
ween the figures appearing in the Stores Control Account of
General Ledger maintained by the Scheme for the purpose of
exhibition in the balance sheet and the values as per Prico
Store Ledger were also noticed becausc upto the accounting
year 1969-70 the value of current assets of the Scheme at the
close of the year was being exhibited in the Balance Sheet on
the basis of figures arrived at in the Store Control Account of
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the General Ledger without reconciliation with Priced Store
Ledger. The cumulative effect of the above non-reconciliation
resulted in appreciation of value of stores items as on 31-3-71
to the extent of Rs. 35,49,054. To adjust this existing diffe-
rence and in order to bring it at level with the value of physi-
cally available stores items, corresponding liability head namely
Store Adjustment Account has been opened. A proposal of
merging the Store Adjustment Account with prior period
adjustment account is under consideration. Regarding sug-
gestions/recommendations it is stated that most of them have
been examined.”

8.48. The Committee enquired the reasons for mot conducting the
physical verification of stock of coal since the inception of the Scheme upto
March 1970. The Ministry of Agriculture have in a note explained the
position as follows:—

“Physical verification of coal since the inception of the Schem: to
the year 1970 could not be done for the following reasons:

(i) The Physical Verification Unit of Delhi Milk Scheme came
into existence only in the year 1970 and hence there was
no staff for undertaking this job effectively prior to 1970.

(ii)) There was only one coal yard wherein substantial ground
balances of coal were dumped. In order to carry out the
physical verification of the balances, the coal was required
to be loaded in the trucks for weighment at the weighing
scale and thereafter to be stored in a space apart from the
one where the coal used to be dumped., After the entire
weighment, the coal was required to be re-transferred to
the coal yard. All this process was expensive and time-
consuming. In view of these difficulties and for want of
staff the physical verification of coal could not be carried
out upto March 1970. A decision to construct a new Coal
Yard has now becn taken and the matter has been referred
to the CPWD.”

8.49. 1t has also becn stated by the Ministry that the shortage of coat
was investigated by a Committee of Officers consisting of Personnel Officer,
Store Officer (Ply) and Accounts Officer (Estt.)

'8.50. The Committee referred to the Audit paragraph wherein it had
been mentioned that 584 items of transport and dairy stores valued at
Rs. 3.60 lakhs had been lying un-utilised for over three years as on 30 June,
1975 and enquired the action taken by the Delhi Milk Scheme to utilise/
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dispose of those items. The Ministry of Agriculture have furnished the
following note:

“584 items of transport and Dairy Stores lying unutilised for over
3 years (as on 30-6-75) have been included in the Audit Report
for disposal. In this connection, it may be stated that all the
items do not have the same frequency of consumpton and
hence all of the aforesaid items are not essentially excess/
surplus to our requirements. However, lists of 1780 slow-
moving items of Transport and Dairy Engineering Stores have
already been prepared and sent to the Technical Officers.
Incharge of the Tramsport and Dairy Engineering Branches
during May, 1975 and June, 1976, respectively and the same
are under consideration of the aforesaid Technical Officers.
Based on the recommendations of the aforesaid officers, action
for disposal of such items as are certified to be actually surplus
or excess to the requirements will be taken as per Government
rules/regulations. The recommendations of the Officers are
awaited.”

8.51. The Committee note that the special verification of stores of
Delhi Milk Scheme conducted in October 1970 revealed difference of
Rs, 35.49 lakhs between the figures of closing stock as per general ledger
and the ground balance as physically verified. They ave surprised to note
that this difference was not adjusted after mveshgahon/reconcnhahon but
was showi under the head ‘Stores Adjustment Account’ on the liability
side of the Balamce Sheet as on 31 March, 1971, A further amount of
Rs. 8.79 lakhs and Rs. 0.49 lakhs of which details are not known was again
credifed to the above head in 1971-72 and 1972-73, respectively. The
Committee deplore the manner in which the aecounts of the Delhi Milk
Scheme a commercial organisation, were maintained all these vears. Instead
of taking swift action to reconcile the differences, the Auathorities took re-
course to the method of showing the stores. which could not be reconciled.
mmder a head entitled “Stores Adjustment Account”’, The Committee agree
with fhe observations made bv the Audit that the huge credit balance in
the ‘Stores Adjustment Account’ is ‘ndicative of lack of control with rceard

to accountal of receipt and issue of stores,

8.52. The Report ef the Team of Svecial Physical Verification, which
examined the position of the stores in the Delhi Milk Scheme. has revealed
gross irregularitics in regard fo the maintenance of the stores ltedeers. The
Team bad observed that proper assets register showing fhat full description
of assets and their location had not been maintained. Quantity balances in
the stores ledgers had not been reconciled with fhose in accounts ledgers,
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According to the Team, the ledger balamces could not be accepted as cor-
roct as there were numerous correctioms, erasers, overwritings and inter~-
polations, etc. Minus balances had been observed in a number of cases and
discrepancy pointed out in earlier physical verification had not been adjust-
ed. The Special Physical Verification Team had made a number of sugges-
tions for effecting improvement in the maintenance of accounts. The
more imporfant of them related to periodical review of slow moving items
and disposal of unwanted/obsolete items; classification of stores giving full
descriptions of items and part numbers issue of proper standing imstruc-
tions regarding care and maintenance of items stored; maintenance of stores
kept in the open in proper enclosures under the contro] of storekeeper; and
a three tier system of physical verification, viz. continuons verification by
internal audit, monthly surprise verification by the Controller of Stores and
Stores Officers and annual verification by Technical Officer nominated by
the Chairman., The Committee would like to be informed about the action
taken on the various suggestions/recommendations made by the Special
Physical Verification Team.

8.53. The Committee are also perturbed to find that no physical veri-
fication of stock of coal has been made since inception to March 1970 while
such verification was required to be conducted twice a vear as per the pro-~
visions of the Manual of Accounting Procedure. They are not convinced
that the physical verification prior to the period 1970 could not be con-
ducted for paucity of staff. They further note that the physical verification
of stock of coal conducted in March 1970 and further scrutiny conducted
in September 1971 revealed a shortage of 1,778 tonnes of coal valued at
Rs. 1.33 lakhs. The Committee would like the Ministry to fix responsibility
for the lapse in not undertaking a physical verification of ihe stock of coal
since inception of the Scheme upto March 1970 which they are required
to do under the provisions of the Manual of Accounting Procedure. The
Committee would also like the Ministry to take conclusive action against the
officers concerned who were found responsible for the shortage detected in
the stock of coal after the physical verification conducted in March 1970 and
in Scptember 1971, The Committee would also like to know whether the
deficiencies have since heen re-conciled.

8.54. The Committce note that lists of 1730 slow-moving items of
Transport and Dairv Engincering Stores have been nreparcd and sent to
the Technical Officers during May 1975 and Jene 1974 respectively, for
certifving about their actually being surplus or excess fo the requirements
and-that further action for their disposal wonld be taken on receipt of the
report of the officers. The Committee feel concerned abont the large num-
ber of i‘ems of stores lying unutilised. The Committce would like to know
the total value of such stock and the period and reasons for their remaining
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onutilised. They would also like to be apprised about the recommendn-
@ons made by the Committee of Technical Officers appointed to go imte
the matter and the conclusive action taken by the Ministry in pursmamce
of those recommendations/suggestions by rationalise the inventories and
ensure that these are mot burdened by acquiring stores far in excess of

known requirements.

New DELHI; C. M. STEPHEN,

December 9, 1977 : Chairman,
Agrahayana 18, 1899(S) Public Accounts Comniitrée.




APPENDIX 1

(Vide paragraph Nos. 3* 66 and 3- 101 of the Report
Statement shuwing the licensed Capaey and attual productionMiie of the product unnits in the organised sectlr weated arvund thee oergjion area o8 werki Mitk Schems

(In tonnes)
NAME OF THE UNIT AND LOCATION Datcof YEAR INFANT MILK MILK POWDER CONDENSED
Indl. FOOD MILK
lincence
Licensed Production Licensed Production Licensed Production
capacity capacity capacity
1 2 3 4 5 6 7 8 9
1 Mjs. Milk Commissioner 17-4-70 Location : Jind
(Haryana) . . . . . . . . 17-4-70 1971 1500 . 650 465
1972 773
1973 785
1974 873
1975 901
2 M's.Haryona Darg Dev Cord Kocation Bhawan 30-8-72  1972-73 .. e . .. 2000 59
1973-74 693
197475 723
1975-76 966
3 M's. Haryana Milkfood Location : Pehowa . . 2-11-72 1971 1200 .. 8oo 696 1000 20
1972 . 675 180
1973 11 912 23
1974 120 1009 ..

1975 7 904 6

€61
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APPENDIX 11

(Vide paragraph No. 7.1 of the Report)

Statement showing objectives of Indian Dairy Corporation
(1) To promote the dairy industry in India.

(2) To assist the State Governments and other organisations includ-
ing co-operative societies and private bodies interested in the promotion
of Dairy Industry to meet the requirements of milk and milk products of
the vulnerable groups such as nursing and expectant mothers and the pre-
school children in special and of all others in general in urban areas and
m the first instance in the towns of Delhi, Bombay, Calcutta and Madras.

. (3) To promote and develop cattle husbandry for increased milk pro-
duction through the provision of such technical inputs as improving the
productivity in cattle by cross-breeding and other means, artificial and
natural breeding services, irrigation and other facilitics for fodder produc-
tion, milling plants for production of ready made concentrate and mineral
mixture, supply of improved fodder. seeds and cuttings. establishment of
disease control and veterinary aid centres hospitals, clinical and investiga-
tional laboratories and calf rearing centre. and all other things of any kind
or nature whatsoever, including establishment of a net work milk procure-
ment system to provide the necessary economic incentive for increased
milk production,

(4) To promote the removal from urban areas of high yielding milch
cattle and calves preventing thereby their premature destruction, their re-
settlement in rural sreas through provisions for land utilities. and irriga-
tion, stabling, fodder production, feed compounding. calf rearing. health
and breeding services. organising sale of milk to dairy plants and all other
things of any kind or nature whatsoever required for the purpose.

(5) To assist in developing and expanding the capacity and opera-
tions ¢ the oxisting dairies in the towns of Dethi. Bombayv, Calcutta and
Madras and other urban and rural areas.

(6) To a-sist in establishine and expanding the processing and hand-
ling capacit, of liquid milk plants chilling centres. feeder dairies, balancing
dairics and all other facilities of any kind whatsoever required for increas-
ing the processing and handling capacity of milk in the aforesaid four
towns and in anyv other urban or rural areas.

197
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(7) To assist in setting up plants for producing and processing milk
products, and re-inforcing agents.

(8) To assist in the manufacture and marketing of skimmed milk
powder, butter oil and other milk products and bye-products thereof, fod-
der and feeds, plant and machinery, and other articles or things of a
character similar or analogous to the foregoing or any of them or con-
nected therewith.

(9) To assist in erecting or producing storage and transport facilities
for milk and milk products, fodder and feeds.

(10) To act as agent of the Central Government for negotiating with
the World Food Programme and other international and foreign agencies
for obtaining skimmed milk powder, butter ol and other milk products,
cattle feed. breeding cattle, chemicals, machinery and any other things
likely to foster the objects of the Company either by way of gift or om
other terms to take deliverv of and deal with the same. To transfer at
valuation approved by the Central Government and against immediate or
deferred payment all or any of such imported commodities to State Gev-
ernments or other organisations and to account to the Central Government
for the proceeds received on transfer.

(11) To do all things mecessary or advisable for carrying out the
above objects and in particular to obtain and furnish advice, projects, pro-
grammes, skilled advisors, training facilities for training personnel, finance
by way of grants or loans, assistance in designing, erecting and operating
dairies and other plants and to consult National Dairy Development Board
on all their technical and scientific aspects.



Sl. No. Para No.
I 2 3
1 125 Deptr. of Agriculture

APPENDIX Il

Conclusions/Recommendations
Ministry/Department Concerned
Conclusions/Recommendations

4

The Committee note that the Delhi Milk Scheme functions as a depart-
mental undertaking under the direct control of the Ministry of Agriculture
and Irrigation (Decpartment of Agriculture) and for its efficient working
have constituted a Governing Body under the chairmanship of Minister
of State in the Ministry and the Chairman, Delhi Milk Scheme as the
Member-Secretary.  The Governing Body considers matters  of  general
policy relating to the Scheme, such as procurement and distribution  of
milk, manufacture of milk products, general pricing policy for milk and
milk products, annual budget and review of progress of the Scheme and
any matter of gencral importance, which may be referred to the Governing
Body by Government. The Governing Body functions through a Manage-
ment Committee comprising the Sceretary of the Ministty as its Chairman
and five other Membcrs one of whom is the Chairman, DMS and the other
four arc officials of the Ministry. The functions of thc Managing Com-
mittce are to provide guidance to the Chairman. Delhi Milk Scheme, in
matters of policy arising out of day-to-day working of the Scheme and

661
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Depit. o Agriculture

-do-

4

take decisions on important matters connected with day-to-day working
matters of major policy required to be placed before the Governing Body,
and matters of general importance which may be referred to the Manage-
ment Committee by the Government. The Governing Body and  the
Management Committee are required to meet zs often as necessary but
noi less thun once a quarter. The Committee, however find that during
1972-73 and 1973-74 and upto January, 1975, the Governing Body had
met thrice and the Management Committee had met four times only. The
last meetings of the Governing Body and the Management Committce were
held on 14 May 1975 and 25 July 1973 respectively.

The Committee are constrained to point out that the Governing Body
and Management Committee which were constituted by Government to
ensure efficient functioning of Delhi Milk Scheme and to resolve problems
experienced in its working failed to meet as frequently as required to trans-
act their business. No convincing explanation has been furnigshed to the
Committee during evidence in this regard.

The Committee cannot accept the plea that as Plan Progress Review
Committee mceetings were being conducted by the Department where the
Chairman Delhi Milk Scheme and other concerned officials were present.
it was not found necessary to hold the meetings of the Governing Body
and the Management Committee. It need hardly be pointed out that while
the Plan Progress Review Committce meetings are being held in  the
Director ate of Statisties under the chairmanship of a Joint Secretary/Addi-
tional Secretary, the Governing Body was required to meet under the

00T
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-do-
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chairmanship of the Minister himiself while the Management Committee
had the Secretary of the Ministry as the Chairman. The Committee feel
that it was incumbent upon the Chairman of the Delhi Milk Scheme, who
was the convener for the Governing Body and a Member of the Manage-
ment Committee, to have moved in the matter, brought up his problems
and sought guidance. The Committee note that Government have now
belatedly issued directions to the Chairman Delhi Milk Scheme to convene
the meetings of these Bodies regularly in accordance with the provisions
of the Regulations. The Committee would like the Secretary of the Minis-
try, who is a member of both the Bodies, to make sure that these Bodies
meet regularly and that problems of the Delhi Milk Scheme are gone into
in depth and resolved.

The Committee note that it was in 1964 that the Expert Committee
appointed (o review the working of the Delhi Milk Scheme recommended
that it may be converted into a company. Government took five years to
decide that instead of converting it into a company, it may be made into
a statutory corporation. A Bill was introduced towards the end of the 4th
Lok Sabha in 1970 and the Sth Lok Sabha in 1976 and on both these
occasions because of the dissolution of the House the consideration of the
Bill remained jnconclusive. It is thus evident that though the need for
putting the D.M.S. on a statutory basis in the interest of better and effi-
cient functioning was realised cight years ago the objectve has not been
achieved because of the hesitant and inconclusive Government action.

The Committee stress that Government should pursue this matter con-
clusively so that the Delhi Milk Scheme is enabled to function efficiently

102
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-do-
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4

and with the requisite flexibility in the interest of improving the service,
reducing the overheads and cutting out the losses to the extent possible.

The Committee have no doubt that in bringing forward the legislation
Government would keep in view the nced for having one unified authority
for procurement and distribution of milk so as to reduce the overheads
and maximise the facilities available to the public particularly those belong-
ing to poorer and wcaker scctions of the society.

From the facts mentioned in the Audit para and from the material made
available to them, the Committee arc led to the inescapable conclusion
that thc cxpansion programme of D.M.S. were not drawn up properly
and pushed through incoherently without scttling the essential details re-
garding procurement of plant and machinery and ensuriung the supply of
the basic constituent of the scheme, namely the availability of regular and
sustained supply of fluid milk. Except for some vague assumptions, the
DMS were not clear as to the parametres of the whole scheme as would
be evident from the following facts.

Even before the first phase of the expansion programme which was
approved in 1966 to provide the Central Dairy with a capacity of 3,00,000
litres per day, had reached the final stage, the D.M.S. embarked on an
ambitious programme in 1969 of having a throughput of 4,35.000 litres
per day (optimum capacity) on the bas'j_shi‘)f.l_971._pgp_ulatipn projections,
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In their memorandum dated the 21st October, 1969, for the Expendi-

_ture Finance Committee, the Ministry stated that a part of the equipment

under this expansion programme had already been installed to permit ex-
pansion of the liquid milk handling and other related sections and installa-
tion of the rest of the equipment including the spray-drier plant was ex-
pected to be completed by the end of the year 1969. The Ministry con-
templated the complction of the entire expansion programme (second
phase) including construction work and installation of plant and machinery
at the Central Dairy in about 12 to 18 months.They stated that installation
of Milk Collection and Chilling Centres in rural areas was likely to take
about 12 to 24 months. It was programmed to complete the work con-
nected with the second phase expansion of the Central Dairy by December,

1970. S

But the chinks in the whole scheme were soon discernible. As pointed
out by Audit, the average of actual procurement of milk was far below
the processing capacity of 3 lakh litres of milk per day envisaged in the
first phase expansion and 3.75 lakh litres of milk per day envisaged under
the second phase expansion. According to the Ministry, adverse agro-
climatic conditions and competition from milk product factories in the
peripheral areas of Dclhi upset their calculations and the targets of pro-
curement could not be reached. The Committee are surprise that while
estimating the procurement targets, the Ministry had not taken note of
these factors which inhibited the supply of fluid milk to the Central Dairy,
The Committee consider this to be a serious omission.

The Chairman of the Delhi Milk Scheme during the course of his evi-
dence has submitted that the restricting factor in the supply of milk was the
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failure to expand the bottling plant. It is rather strange that while sub-
mitting the proposal before the Expenditure Finance Committee, the Minis-
try/DMS had made no mention of the Bottling Plant which required to be
refurbished and expanded.

The Committee regret that timely action was not taken by the Delhi
Milk Scheme to replace the old bottling plants, particularly when they
knew that the normal life of these plants was 12 years and was likely to
be over by 1971. In such circumstances prudence demanded advance
action for replacement of the three bottling plants in a phased manner so
that their replacement could be synchronised with the completion of the
second phase expansion programme. Keeping in view the fact that there
was a long waiting list of about 1,20,000 applicants, and the list contained
to expand further from day to day the Committee regret that D.M.S. did
not take timely action to ensure a steady supply of 3,75,000 litres of milk

per day throughout the year which they had envisaged under the expansion
programme.

Although the second phase expansion programme was envisaged to be
completed by December, 1970, the Committee find that majority of the
items included in this programme were acquired/installed/commissioned
during 1973-74 to July 1975. A number of items which were included in
Phase I such as four storage tanks, spray drier skimmed milk powder
plant, case in plant, cold storage for ghee and white butter and cold storage
for table butter, were completed during the years 1972 to 1974, Several

02
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items including equipment for milk collection and chilling centres, air-
conditioning unit for butter oil storage, civil works for milk collection and
chilling centres etc., of the total value of Rs. 65.70 lakhs were not acquir-
ed/executed. Apart from these, there are other items, such as steam
generators, ammonia compressors, rail milk tankers, of the total value of
Rs. 21.75 lakhs, which were installed/acquired but were not commissioned
or utilised till November 1975, according to the Audit. It has also been
conceded by the Government that against 184 milk booths sanctioned in
May 1969 and December 1972, 156 milk booths have been completed
and taken over till April 1976. All these deficiencies/delays in the execu-
tion and changes/alterations at a later stage, leave no doubt in the mind
of the Committee that the whole expansion programme was not properly
planned and no sustained efforts were made to achieve the physical results,

Onc of the reasons adduced by the Ministry for their delay in the
cxecution of various items of work during the second phase expansion
programme is the procedural difficulties in obtaining Government sanctions
for award of works and involvement of a number of agencies viz,, the
Central Public Works Department for Civil Works, State Trading Corpo-
ration for import of machinery and equipment against Swedish credit,
DGS&D for the purchase of indigenous machinery and equipment and the -
Indian Dairy Development/National Dairy Development °Corporation
for the procurement of certain items of dairy development. The Commit-
tee are not at all convinced with the arguments advanced by the DMS/
Ministry. While planning a project of this dimension, the Ministry/DMS
should have taken a conclusive action to effect coordination between the
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Delhi Milk Supply Scheme and the other agencies which were to play their
part in the execution of the project.

As pointed out by Audit there were no detailed scheduled for comple-
tion and commissioning of the various items of works nor were the figures
of actual expenditure against sanctioned estimates available. The Com-
mittee are surprised at the statement made by the representative of the
Ministry during evidence that “no centralised schedule to regulate the
completion and commissioning of various items of work was maintained
during the first phase cxpansion programme as the works to be eiécuted

phase expansion programme. the arrangement made by the Ministry to
review the progress of the project appears to have been wholly inadequate.
Tt appears to have acquiesced in repeated extensions of time for completion
of various individual works. The Cemmittee are convinced that had a
time-bound programme been drawn up and a careful vigilance kept over
the execution, the scheme would have proceeded at a much faster rate and
completed well in time. )

The responsibility for drawing up the detailed scheme for expansion
and implementation was primarily that of DM.S.  Since, however, DMS
continued to be a departmental undertaking under the supervision of the
Ministry of Agriculture, that Ministry should have also seen to it that an
integrated scheme was drawn up and PERT chart identifying crucial areas
for ensuring timely progress prepared and effective action taken to see that

.y

during the first phase were not too many.” With regard to the second . :
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the scheme was implemented in an integrated manner as per a time-bound
programme.

The Committee desire that the residual items of work relating to the
second expansion programme should be expeditiously completed so that
there is no let-up in the supply of fluid milk to the citizens of Delhi who
are in desperate nced of milk supply. The Committee further desire that
a quick assessment should be made about the progress of the second phase
expansion scheme with a view to plug all procedural loopholes. The Com-

mittee also desire that a periodical examination should be made of all the

plants and machinery installed at D.M.S. with a view to assess their per-

formance with reference to their installed capacity. Deficiencies, if any

noticed during such inspections, should be promptly rectified.

The Committee are distressed to note that the Delhi Milk Scheme which

embarked on an ambitious programme in 1969 of having a throughput of
4.35 lakh litres per day are nowhere near the targeis as will be evident
from the figures of procurement for the last five years. The promise that

was held out at the time of launching the second expanmsion scheme is _yet.

to be fulfilled.

During the years from 1969-70 to 1974-75 the per day target and
actual procurement were continuously on the decline, except in 1971-72
and 1974-75. The position was somewhat precarious in 1973-74 when
the target and actual procurement (0.90 lakh litres and 0.78 lakh litres,
respectively) were the lowest with reference to the target and actual pro-
curement in 1969-70 (2.06 lakh litres and 1.97 lakh litres, respectively).

:
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Though the procurement picked up in 1975-76, when both the target
and the actual procurement were the highest with reference to the position
in 1969-70 (the procurement being 2.13 lakh litres against the target of
2.23 lakh litres), it was still nowhere near achieving the processing capa-
city of 3 lakh litres per day envisaged under the first phase expansion and
that of 3.75 lakh litres per day under the second phase expansion scheme.
The Committee have been informed on 7 may 1977 that in March 1977,
the average per day procurement of milk was 2.25 lakh litres. The Com-
mittee are unhappy with the unsatisfactory trend in the procurement of milk
in the wake of two expansion programmes of the scheme.

The Committee find that instead of making serious efforts to tide over
the situation, Government/Delhi Milk Scheme authorities preferred to
make good the shortfalls in procurement of raw milk by the use of skim-
med milk powder and butter oil. While skimmed milk powder and butter
oil received as gift from the World Food Programme Aid did not involve
outgo of foreign exchange, the use of skimmed milk powder by direct pur-
chase resulted in the outgo of foreign exchange of Rs. 716.70 lakh (based
on average c.if cost) during the period 1972-73 to 1974-75. The use
of skimmed milk powder directly purchased has increased progressively
from 1625 tonnes in 1969-70 to 3577 tonnes in 1974-75. The Commit-
tee feel that had the Delhi Milk Scheme taken concerted steps to achieve
the targeted procurement which was the sine-qua-non for effective function-
ing of the Delhi Milk Scheme, the country would have been spared the
putgo of valuable foreign exchange.
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The Committee note that the procurement of milk is confined to places
in U.P., Rajasthan, Haryana, Punjab and Delhi and the sources of pro-
curement are contractors, cooperatives and individual farmers from whom

the Delhi Milk Scheme purchases milk departmentally. The targets of

procurement are generally fixed with reference to the performance of the
preceding year and the commitments made or likely to be made by the
contractors collectively. What has surprised the Committee most is the
fact that no specific targets were fixed in respect of cooperatives and depart-
mental procurements, as thev note that during the years from 1969-70 to
1975-76 the procurement through these sources has varied not only from
year to year but from place to place as well. For instance the procure-
ment from Bikaner rose from 7 lakh litres in 1969-70 to 35 lakh litres
in 1972-73. fell to 13 lakh litres in 1973-74 and then rose to 96 lakh litres
in 1975-76. Similarlv. in Mathura. the procurement rose from 9 lakh

litres in 1974-75 to 68 lakh litres in 1975-76.

The Committee need hardly point ont that such a wide variation in tar-
eets and actnal procurement not onlv leads to uncertaintv and fluctuation
in the supnlv of milk to the consumers but is bound to render the installed
capacity idle at certain times. therehv enhancing the overbead exnenditnre
of procurement of milk per litre. The Committee. would therefore, like
to emphasice that there is an imperative need to fix taroets for nrocurement
of raw milk from various sources narticularly the milk nraducers. enone-
ratives and centres <a as to ensure an  un-interrinted  flow of mitk for
nrocessing and supnlv ta the consumers, The Committee need hardlv
point out that concerted and determined efforts would have to be made
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both at organisational and field levels if the targets fixed for procurement
from cooperatives and milk producers are to be achieved.

The Committee regret that the procurement of milk through the Co-
operative Societies has been very imsignificant, This is evident from the
fact that during 1975-76 the Delhi Milk Scheme procured 244.94 lakh
litres (which accounts for 31.54 per cent of the total procurement during
the year) through Cooperatives. The entire quantity of 174.69 lakh
litres procured from Etah in Uttar Pradesh, Bharatpur in Rajasthan,

Gurgaon and Kamal in Haryana and Ferozepur in Punjab was procured
from contractors.

The Committee regret that even after 17 years of its establishment,
the Delhi Milk Scheme has to depend for its procurement largely on the
contractors, as compared to other agencies viz. cooperatives and direct
from farmers departmentally, as they note that during 1975-76 as much
as 364.72 lakh litres of milk, which accounted for 46.97 per cent of the
total procurement, was procured from contractors alone. The procure-
ment was mainly confined to Meerut and Bulandshahr Districts of Uttar
Pradesh and Gurgaon District in Haryana, which together accounted
for 314.52 lakh litres out of total procurement of 364.72 lakh litres
through contractors during 1975-76. While the contractors may have
an adge over other agencies as they have flexibility of action and can-
offer competitive prices for their milk, it cannot be gainsaid as has been
conceded by the Chairman, Delhi Milk Scheme during evidence that
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they are not quality conscious and are pronme to slippages in their cdd-
tractual commiunents, As poinied out by the Audit, the contractors of
Buanushanr and Meerut in U.P, having commitments to supply ien or
more uuatus per day luigiled weuw comnuumenis to the exteut of 77.8
per cent and 42.2 per cent only respeciively. Some idea of short and
faulty supply by the contracters can be had from the fact that the quan-
tum of penalty unposed on them rose from Rs. 2.94 lakhs in 1971-72 to
Rs. 9.45 lakhs in 1975-76,

The Committee are unable to understund why milk procurement from
contractors was contmnucd in Bulandshahr and Meerut Districts during,
1975-76 when policy decision had been taken that wherever Cooperatives
come up for milk supply, milk. will not be accepted from the private
agencies. The Committee arc also concerned to note that in many vil-
lages and districts there were mushroom cooperative societies which were
not really milk producers’ socicties. Such societies functioned somewhat
like contractors and diverted sale of milk to private parties to the detri-
ment of assured supplics for the Delhi Milk Scheme, The Committee
have been informed that the Indian Dairy Corporation insist on adoption
of a bye-law by milk producers cooperative society under which nobody
who is not a milk producer and has not supplied milk continudusly foi
200 days in a year, can be or remain a member. The Committee see no
reason why the Dethi Milk Scheme/Government cannot insist on the in-
corporation of this bye-law by the cooperatives which desire to supply
milk to the Delhi Milk Scheme,

The Committee need hardly stress that it should be the endeavour of
Government to organise, in consultation with the State Governments/
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Indian Dairy Corporation, the right type of Cooperative Societies so that
the milk requirements of Delhi Milk Scheme are met by and large through
this source. In this connection, the Committee have been given to under-
stand during evidence that the Anand pattern of Cooperative Society
have under their bye-laws eliminated not only the contractors but also
other vested interests. There is a Soclety in each village and these are
feaerated to what is known as a Union at the district level. This is a
two-tier system. The Union at the district level orovides the infrastruc-
ture for procuring, processing and distributing milk. The Committee see
no reason why this Anand pattern of Cooperative Society which has been
found to function effectively in the interest of milk producers and con-
sumers should not be developed uniformly in the entire milk shed area
of Delhi Milk Scheme.

The Committee note that a number of concessions, such as higher
rate of commission that applicable to fhe contractor relaxation of secu-
rity deposit condition and ro penalty if the entire milk handled thongh
less than the agreed quantity is supplied, have been given to cooperatives.
There are, however, no data available with the Dethi Milk Scheme to
indicate the impact of these concessions on the procurement of milk
through cooperatives. The Committee would ltke to urge that the DMS/
Ministry should make a careful studv of these and other concessions
extended to the cooperatives to see as to how far these have achieved the
desired objectives. In the light of this study, DMS/Ministry may consi-
der whether any more and if so, what concessions are needed to step up
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procurement of milk through the cooperative system. The Committee,
in fact, desire that people, particularly those who are traditionally engaged
in the milk trade at the village level, may be encouraged to set up co-
operative societies so that they may get reasonable return for their milk,
In any case, the Committee would like that there should be amn institu-
tional arrangement which is mutually safisfactory both to the D.M.S. and
the cooperatives. Apart from the unsatisfactory and undependable supply
of milk by contractors, the Government/Dethi Milk Scheme should
address themselves to the basic issue whether milk should not be pro-
cured from cooperatives and milk oproducers only and the contractors
who act as middle-men eliminated. The Committee would like to point
out that the Mother Dairy operating largelv in the same 4#%¢a have been
able to procure the entire quantity of 55.71 lakh litres of mlk in 1975-76

through the cooperatives.

The Committee note that the procurement of milk direct from the
farmers has risen to about 21.9 per cent of the total procurement in
1975-76 through departmental efforts althouch two or three years earlier
it was hardlv a significant source. WHTe the Committee appreciate these
efforts thev would, nevertheless like to emnhasise that intensive efforts
should be made to develop genuine cooperatives of milk producers and
make them the main source of procurement. For supplies procured de-

partmentally direct from producers, the Committee would like to be

assured that not only good quality milk is nrocured but its cost of pro-
curement per unit is economical as combared to milk procured throuch
genuine cooneratives of producers. The Committee would also uree that
in the matter of payment to the prodacers care should be taken that no

intermediaries are involved.

W
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against their licensed capacity of 4000 tonnes. All this goes to ihdicate
that no follow-up action was taken to enforce strictly the provisions of
the licences issued to the Units concerned. The Committee deplore this
casualness on the part of the authorities concerned.

The Committee are unhappy to record that although the Ministry of
Agriculture 'Dethi Milk Scheme were aware of the problem of competi-
tion by thess industrial units, no serious efforts were made to resolve the
problem. Tt is rather strange that the Ministry of Industry and GCivil
Supplies which is responsible for granting of licences to the Industrial Units
for milk products were not aware as confessed by their representative
during evidence, of the milk shed areas of the Delhi Milk Scheme. What
has surprised the Committee is the fact that since 1972 correspondence
has heen going on between the Ministry of Agriculture and Irrigation and
Ministry of Industry and Civil Supplies to curb the functioning of milk
product factorics but no tangible measures, legal or administrative, have
been taken so far to prevent diversion of milk from the milk shed areas
of Dethi Milk Scheme to the milk product factories.

The Committee feel that one of the effective steps to restrict the pro-
curement of milk by the Milk Product Factories can be to demarcate the
milk shed arecas of Delhi Milk Scheme, For this purpose, the cooperation
of the States which fall within the milk shed areas of Delhi Milk Scheme
is necessary. The Committee have been informed that the question of
demarcating milk shed areas was considered on 13 June, 1975 at a meet-
ing of officers of Haryana Dairv  Development Cofporation, DGTD,
Ministry of Tndustry and the Delhi Milk Scheme and since then a propo-
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sal for demarcating milk shed areas of various plants in the State of
Haryana has been under consideration of the State Government, The Com~
mittee would like the Ministry of Agriculture to examine the matter in
depth in consultation with the Ministry of Industry and Civil Supplies
and the State Governments concerned and finalise the proposal of demar-
cation milk shed areas for each processmg unit in and around  Delhi
expeditiously.

The Committee would like Government to study the problem in depth
and devise a durable solution by which the Delhi Milk Scheme, which
has been operating in this milk shed area since 1959, is enabled to get
on assured basis the targeted supply of milk. The Committee would like
to be informed in detail of the concrete measures taken in this behalf and
the results achieved,

-

The Committec welcome the idea of Nafional Grid Scheme spon-
sored by the Indian Dairy Corporation to procure milk from surplus
areas for supply in the deficit areas. The Committee expect the Delhi
Milk Scheme to take full advantage of the National Grid Scheme and
make good their shortfalls in the lean period through the Grid Scheme
and thus save on the use of imported skimmed ‘ifilk powder.

The Committee note that 7 collection and chilling centres located in
Bahadurgarh, Alipur, Najatgarh, Bhavana, Sonepat, Kharkhoda and
Sampla were closed between January, 1965 and September, 1971 on
account of uneconomical operation and non-Availability of milk, Besfies
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the expenditure on land, building and other ancillary works, the expéndi-
ture incurred on the plant and machinery of these centres was Rs. 17.43
lakhs. It has, however, been stated on 26th July, 1977 that of the closed
centres, the mitk collection and chilling centres of Najafgarh and Bawana
were recommissioned w.e.f. 17th September, 1976 and 17th November,
1976 respectively. The Committee have further been informed en 26th
July, 1977 that two more milk collection and chilling centres at Kama
and Pilkhuwa had to be closed down w.c.f. 1st February, 1975 and 27th
March, 1975 respectively. Kama centte was closed down as per agree-
ment with M/s. Dalmia Dairy under which the Delhi Milk Scheme would
not collect milk in the Delhi Milk Scheme milk shed area in Gurgaon,
Pilkhuwa centre had to be closed down due to fall in milk collection in
the area as also due to proximity of Massuri and Gulaothi centres where
the milk collected in this area could be conveniently handled.

The Public Accounts Committee in their 27th Report (4th Lok
Sabha) (April, 1968) bhad recommended that the Delhi Milk Scheme
should find alternative avenues of using the buildings of the closed milk
collection and chilling centres and that the machinery available at these
centres should be transferred early to other places where the new centres
were to be set up. In reply to the recommendation, the Department of
Food and Agriculture informed the Committee in 1967 that “the plant
and machinery installed at Bawana, Najafgarh, Bahadurgarh and Alipur
will be shifted to Bhadus, Punhana in Gurgaon District where land has
been acquired for establishing chilling centres and to Mahajan in Bikaner.
Since the capacity of Mahajan Centre is being planted double that of the
other centres two sets of equipment will be shifted to that place. Plant
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and machinery has not been installed at Sampla. As regards disposal of
buildings at Bawana, Alipur and Najafgarh, their availability is being
intimated to the various Ministries, attached and subordinate offices of
the Government of India and the Dethi Administration. On hearing from
interested Departments further action will be taken.”

Tt is evident from the Audit Report that during the period 1969 to
1971 some more chilling centres had been closed, If is also seen from
the reply of the Ministry quoted in paragraph 4.60 of the Report that
the proposal of the Scheme to set up a MKk Collection and Chilling Cen-
tre at Mahajan in Bikaner, has not materialised. The Committee regret
that despite the assurances given by the Government to the Public Ac-

counts Committee, the milk collection and chilling centres remained.

closed for four years and longer periods and conclusive action to put
surplus plant and machinery to alternative uses was nof faken by Milk

Scheme. Tt was only in April, 1974 that a Committee of Officers was.
constituted to gn into the question of utilisation of thé Machinery avail-.
able with the closed milk collection and Chilling centres. The Committee.

of Officers submitted its report on 20th September, 1974 and recommend-

ed fthe disposal of the plant and machinery quickly as there was little
possibility of establishing new centres in the existing milk-shed areas of

Delhi Milk Scheme. Since the recommendations of the Committee were
based on certain assumptions, the Chairman, Dethi Milk Scheme, issued

fresh guide-lines to the Committee of Officers on 26tl September, 1974.

and ordered for a review. The Committee again met on 22ad Jamyary.

81Z



SI—ST Loic

38

39

4.23

424

do .

do.

1975 and submitted another report on 24th January, 1975 wherein they
recommendcd the utilisation of the plant and machinery for commission-
ing of ncw centres and for strengthening the existing ones.

The note of the Cha'rman, Delhi Milk Scheme, had clearly made out
the points for the reconsideration of the Cemmittee of officers. The Com-
mittee fccl that normally the Committee of Officers should have ascer-
tained facts instead of making rccommendations on assumptions. [t is
surprising that although the Chairman's guidclines were given on the 26th

September, 1974, the Committece of Officers, for reasons unknown took:

four months to meet again and consider the matter de novo. 1t is all the
more surprising that within two days of their meeting they finalised their
report and reversed their earlier recommendations. Even thesc recom-
mendations do not appear to be conclusive as these recommended for
utilization of plants and machinery for commissioning of new centres and
for strengthening the existing ones. This shows that the Committee did not
bestow proper consideration which they should have to the issues involved.
The Committec would like to be assured that the examination of the issues
were thorough and adequate. They would also like to know the reasons
for not taking follow-up action in regard to utilisation and disposal of
the plant and machinery soon after the closure of the centres during

1965-—1971.

According to the information furnished to the Committee, the
Milk Collection and Chilling Centre at Sonepat has already been com-
missioned and cflorts are being made to recommission the centres at
Bahadurgarh and Kharkhoda., As non-utilisation of machinery purchased

612
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per that Government should clearly lay down policy about location and

running ccntres in  consultation with the State authorities and others
concerned.

The Committee are perturbed over the increasing trend in sourage of
milk as they note that it has increased from 26.98 lakh litres in 1971-72
to 5§8.52 lukh litres in 1975-76. The rcasons adduced for the sourage
of milk arc prolonged interruptions in power supply at milk collection
and chilling centres and break-down of vehicles etc. The Committee
note that the Delhi Milk Scheme has since taken remedial measures in
this regard by providing generators in all the Centres and additional milk
tankers for transportation of milk to the Central Dairy. Since sourage of
milk reduces to that extent the availability of pasteurised milk, the Com-
mittee need hardly emphasisc that concerted measures should be taken 10
ensure that the percentage of sourage milk with reference to the total
procurement is kept to the minimum or at least to the norms which may
be determined on the basis of past experience of normal years.

The Committee arc distressed to note that on account of inadequate
capacity of handling of sour skimmed milk (milk left after separating ihe
fat for production of ghee), the Delhi Milk Scheme had to sell 6.57 lakh
litres of sour skimmed milk in 1973-74 and 22.23 lakh litres in 1974-75
and 36.73 lakh litres in 1975-76 to outside parties according to contracts
entered with them. Since the salc of butter milk powder fetches a higher
price than sour skimmed milk, it is but proper that the Ministry should
examine the feasibility of acquiring additional capacity for milk drying
so that more sour skimmed milk is converted into butter milk powder.

———
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The Committee would like to be informed of the action taken in this
behalf.

The Committee would like to point out that one of the Dairies M/s.
Dalmia Dairies Bharatpur have incrcased the intake of sour skimmed
milk by nearly 9 times in 1975-76 as compared to 1974-75. The Com-
mittee would like the Ministry/Delhi Milk Scheme to find out as to how
this and other processing Dairics who purchase sour skimmed milk are
able to utilise it to cconomic advantage with a view to see whether by
providing some additional/balancing equipment the Delhi Milk Scheme
could not utilisc the entire or at least the bulk of sour milk for pro-
cessing, thus cutting down on the losses.

It is not clear to the Committee as to how sour milk is purchased by
the Delhi Milk Scheme specially when it has been stated that there is not
enough capacity available to handle even the milk which turns sour either
in the process of collection or transport. This aspect needs to be gone
into with a view to see that sour milk is not purchased unless it is
absolutely essential and cconomic to do so in the ovcrall interest of the
plant.

The Committeec are unhappy to note that procurement of milk from
Bikaner Centre had been on constant decline upto 1973-74 though it
started picking up from 1974-75 onwards. The procurement had gone
down to 12.71 lakhs litres in 1973-74 as against the quantity of 50.32
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lakh litres of milk procurcd in 1971-72. This downward trend had not
only affected the supply of milk but had also increased the handling cost
of milk from 14.5 paisc per kilogram in 1971-72 to 45 paise per kilogram
in 1973-74, ‘

.
— e - B . h—.t*

The Committee arc also perturbed to find that the losses of fat and
milk in transit from Bikaner Centre to the Central Dairy were much
higher than thosc sustained in other Centres. The average loss of fat in
transit from Bikancr Centrc was as high as 4.47 per cent in 1972-73
compared to 0.79 per cent from other Centres, Similarly, the average
loss of milk in transit from Bikaner Centre was 2.12 per cent in 1972-73
while the average loss of milk in transit from other Centres was 0.14 per
cent. This clearly indicates the uneconomic working of the Centre then.
Losses of fat and milk had, in fact, occurred earlier also and this Com-
mittec in their 6th Report (Fifth Lok Sabha) (1971-72) had stressed
the need for conducting an investigation of the circumstances leading to
the extraordinary losses in transit during 1968-69. No worthwhile action
appears to have been taken by the Ministry in this regard. However, in
January 1972, a Committee of Officers was appointed by the Chairman,
Delhi Milk Scheme, to probe into the losses of milk in transit from
Bikaner Centre. This Committee of Officers had very adversely com-
mented upon the functioning of the Bikaner Centre including the role of
the officers responsible for the execution of the job. The Committee are
surprised that though the report was submitted by the Committee of
Officers in August 1975 till now no conclusive action appears to have
been taken in pursuance of the observations made by it.

(444
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So far the concerned officers have only been asked to furnish the
necessary explanations/clarifications. The Committee would like the
Ministry/Delhi Milk Scheme to finalise all actions on the report without
loss of further time and apprise this. Committee of it together with -the
steps taken to avoid recurrence of such situations in future.

To their great surprise the Committee have learnt from a note fur-
nished by the Ministry of Agriculture and Irrigation (Department of
Agriculture) on 7 May, 1977 that the Bikaner Centre had been closed
sincc 9 September, 1976 as during the course of evidence no indication
about the likely closure of the Centre was given by the reptesentatives of
the Ministry and the Delhi Milk Scheme. What has surprised the Com-
mittee more is the fact that the closure of the Centre has come at a time
when it had shown some improvement in the procurement of milk which
had picked up from 47.82 lakh litres in 1974-75 to 64.33 lakh litres in
1975-76 and the average loss of milk and fat in transit had gone down to
1.01 per cent and 2.78 per cent respectively. The Committee would,
like to be apprised of the imperative rcasons which prompted the Go-
vernment to close down the Bikaner Centre and the alternate arrange-
ments made in this regard.

The Committee note that Delhi Milk Scheme had sold milk to
Rajasthan Go Sewu sang. Bikaner from April 1969 to December 1973
for distribution in Bikaner city on the basis of procurement price plus
21.5 paise per litre to cover the handling charges (excluding the over-
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heads). As the cost of handling the milk in Bikaner was higher than the
rate of 21.5 paise per litre, the Delhi Milk Scheme had to suffer a loss of
Rs. 0.91 lakhs for the above sale. The Committee would like to know
the circumstances under which the milk was sold to the Sangh at a loss,
particularly at a time when the procurement of milk from Bikaner was
showing a downward trend and the milk was required for the dairy in

Delhi.

The Committee note that the capacity of bye-products plaats of the
Delhi Milk Scheme, namely, butter manufacturing plant, ghee manufac-
tur'ng plant, cascin plant, and ice-cream plant was grossly under unuti-
lised since 1970-71. The percentage of capacity utilised per day during
1973-74 was significantly low as the utilisation of different plants during
that year was (i) butter manufacturing plant 24.5 per cent; (ii) ghee
manufacturing plant 0.63 per cent; (iii) casein plant 1.6 per cent; and
(iv) Tce-cream plant 1.86 per cent. In this connection, the Committee
would like to be apprised whether the capacities of these plants were
fixed on any particular production pattern taking into account the pro-
cessing capacity of the Central Dairy and if so, the reasons for not

following that pattern.

The Committee notc that for increased production of ghee of 6.74
lakh kilograms in 1972-73 and 5.66 lakh kilogram in 1973-74, fat was
diverted from raw milk and to make up the resultant shortfall of fat large
quantities of butter oil was used up for preparation of pasteurised milk.
This step had to be taken as the airconditioning unit for butter oil
storage provided for in the second phase expansion at an estimated cost

44



52

4.88

Department of Agriculture

-do-

4

of Rs. 8 lakhs had not been installed. Had this been done, the Com-
mittee feel, the problem of spoilage might not have arisen. The Com-
mittee would like the Delhi Milk Scheme to work out the comparative
economics (including foreign exchange implications) of the substitution
of fat in raw-milk by buiter oil in the production of pasteurised milk and
use of fat in the raw milk for production of ghee so that butter oil for
production of ghee is used economically, judiciously and also keeping in
view health considerations.

The Committee arc perturbed to find that loss of fat and milk in
processing at the Central Dairy had been much more than the norms
fixed by the Delhi Milk Scheme. It id4 noted that the actual percentage
of loss of fat in excess of the norms was 3.8 per cent in April to Septem-
ber and 4.6 per cent in October to March in 1970-71, 4.5 per cent in
1971-72 and 4.8 per cent in 1972-73. The reasons for the increase in
the fat losses as explained by the Delhi Milk Scheme are: (i) increased
use of butter oil for reconstitution of milk on account of decline in avail-
ability of raw-milk: (ii) progressive decline in the condition and perfor-
mance of milk handling machinery; (iii) leakage of butter oil from tins
during transportation; and (iv) sticking of butter oil to the side of tins
while pouring out in the hoppers.

Similarly, the Committee find that as against the norm of 1 per cent
fixed by Government in July 1971 and effective from August 1, 1971,
the overall actual handling loss. of all grades of milk was about 1.5 per

928
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cent in 1970-71 and 1971-72, 2.07 per cent in 1972-73 and 3.05 per
cent jn 1973-74, The increasing percentage of loss is attributed to the
decline in the condition of performance of the plant and equipment.

The Committee had been informed during evidence that despite tak-
ing a number of measures, such as replacement of plant and machinery,
better handling of butter oil in consultation with the National Dairy
Development Board, daily checks at village level and cross~checks at
headquarters, import of flow-metres to give an actual idea of fat etc,,
losses continued to occur and the National Dairy Research Institute is
carrying certain trials and arc working on the problem. The Committee
feel that National Dairy Research Institute should have been asked to
thoroughly investigate and suggest remedial measures in this regard. The
Committee would like the Ministries/Delhi Milk Scheme to place before
NDRI all the facts and figures leading to loss of fat and milk in various
stages of processing so that the problem is studied thoroughly and suita-
ble solution found without further delay. The Committee hope that after
the problem is resolved, necessary guidelines would be laid down for
application of the results of study. The Committee would like to be
informed of the necessary steps taken in this regard so as to reduce losses
both in fat and milk, to the minimum.

The Committee are unhappy to note that the maintenance of fat
utilisation account has been dispensed with from December 1973 on
account of paucity of staff. The Committee do not accept this plea and
would like to stress that since the compilation of this important data
helps in determining the quality of milk, it js imperative that this should

be maintained properly and regularly.
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The Committee are perturbed to note that against the norm of 1 per
cent of breakage of bottles, the actual breakage of bottles has been con-
stantly in excess of the norms and showed a rising trend in 1970-71 on-
wards. It is noted that the percentage of breakage in excess of norm has
progressively risen from 0.08 per cent in 1970-71 to 0.65 per cent in
1974-75. The reasons for breakage of bottles are stated to be pro-
gressive decline in the condition and performance of bottling plant and
equipment, unsatisfactory condition of flooring, careless handling by the
workers malpractices, pilferages etc. Since the breakage of bottles has
been both inside the Dairy and en route to and from Depots, the Com-
mittee would like the Delhi Milk Scheme authorities to maintain separate
figures for breakages of bottles both at the Dairy and Depot levels so that
the losses are analysed for suitable remedial measures. The Committee
also desire that separate and revised norms may be fixed for breakages
during both these processes in the light of past experience.

The Committee note that average consumption of steam coal, chlorine
and caustic soda varied widely during 1969-70 to 1973-74. No satisfac-
tory explanation had becn advanced for this variation. The Committee
desire that a thorough study should be made regarding utilisation of these
items and norms fixed by the Delhi Milk Scheme at the earliest in consul-
tation with experts. The Committee need hardly emphasise that all out
efforts should be made to effect economy and -savings in the consumption
of steam coal, chlorine and caustic soda so as to reduce losses.
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The Committee regret that Government/Delhi Milk Scheme have not
maintained statistics regarding avérage consumptioti of steam coal, thorine
and caustic soda from 1974-75 onwards. Since such sfatistics are vital
for ascertaining the rate of consumption of these articles over a given num-
ber of units as also for the purpose of provisioning of their supply ete., it
is suggested that such statistics may be maintained.

The Dethi Milk Scheme has since its inception adopted the system of
supply of milk through bottles. While 2.64 lakh litres of milk were dis-
tributed per day at an average, the figures went up to 2.93 lakh litres in
1974-75 and to 3.60 lakh litres in May 1977 according to latest figures
furnished by the Ministry. A study conducted by the National Dairy
Development Board in May-June 1970 had revealed that 97 per cent of

the household in Delhi city regularly purchase on an average 1.6 litres of -

milk daily and that non-daity buycrs from the very poor and poor income
segments buy costlier milk.

In view of this, it is imperative that the Dethi Milk Scheme should thake
all-out efforts to increase the supply of milk so that people in the lower
income brackets arc enabled to purchase. milk from the Delhi Milk Scheme

at comparativcly less prices.

The Committee have been informed that the Government have under

consideration the various systems of distribution of milk, viz. (i) Poly-
thelene pouches and (ii) Tetra Pak, which are at present it vogue in most
of the advanced countries. In India, Tetra Pak system is not in vogue
anywhere at present. The Polythelene Pouch system is, however, being
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tried in Madras and Bombay In this connection, the Committee on Pub-

lic Undertakings have already recommended in their 83rd Report (Fifth
Lok Sabha-—April 1976) that “the proposal to market Tetra Pak milk
along with other systems of marketing milk which, it is stated, will increase
the shelf life of milk and open city markets all over the country to the rural
produced milk, deserve a second look. They suggest that the proposal
inay be studied again in depth and its economics, utility and consumer ac-
ceptability evaluated with a view to arriving at an early decision in the
long range and the larger interests of the producers and consumers of milk.”
Regarding action taken on thc above recommendation the Committee
have been informed by the representative of Government during evidence
that “we have gone into the techno-economic aspects of the three distribu-
tion systems and we have come to the conclusion that this proposal (Tetra
Pak system) must be revived and we arc doing our best to have it processed
quickly.” The Committee hope that a decision in the matter would be
taken without loss of further time.

The Committee would also like the Government to examine whether
instead of introducing one flat system in the whole city, it would not be:
better to introduce different systems, in the first instance, taking into ac-
count the overall preference of the people in each locality/area. The
Committee on Public Undertakings in their above report have also urged
that whatever system is chosen for any locality, it should be operable at
the maximum of efficiency with the minimum of overheads so that milk of
good quality is available to the common man at the most competmve prices.



62

63

5-45

5.46

5-47

Deptt. of Agriculture

Do.

The Committee note that about 1000 to 1200 bottles are returned by
the depots unsold every day and that in this process the milk turns sout
and has to be converted into a product as otherwise it would result in loss
of fat. The Committee would urge that a depot-wise record may be main-
tained of the bottles returned unsold by the depots daily so that the posi-
tion is revicwed every week and future supplies are made to the depots on
the basis of an average number of bottles issued during the previous week.

The Committee are distressed to note that no proper and up-to-date re-
cord was maintained of the total number of live tokens depot-wise, nor was
any exercisc made upto October 1973 to assess the number of tokens pre-
sented for drawal of milk so as to determine the requirement of milk for
each dcpot in the context of overall supply. The wide disparity beween
the two sets of figures is evident from the fact that the total number of
tokens issued by Dethi Milk Scheme was 4.49.860 upto 31 March 1972,
4,59,201 up to 31 March 1973 and 4,63,944 upto 31 March 1974, but
the survey conducted in August/Scptember 1973 and October 1974 placed
the number of tokens in circulation at 2,92,778 and 2,70,052 respectively.

The Committee note that for issue of milk tokens there are already
1.20,249 applications pending with the Delhi Milk Scheme as on 31 March
1976. Whereas the oldest applications pending in the general category
relate to November 1969, the applications pending in other categories are
as old as November 1971/March 1972. No review of the applications has
been carried out since February 1972. The Committee suggest that while
issuing m'lk tokens, the requircments of at least those of the applicants
who are not in possession of any token so far and who belong to weaker
sections of the society should be borne in mind.

18¢
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The Commnttee note that with cffect from December 1974 a depot-wise
register indicating the changes in the quota of supply on account of issue
of new tokens has been introduced. They trust that a suitable procedure
would be evolved to ensure that these registers are maintained properly

and are scrutinised frequently by senior officials, who should sign the regis-
ters after perusal and scrutiny.

The Committee are distressed to learn during evidence that Scheme had
dctected some cases where the milk was found to have been sold at a
premium of 25 to 30 paise a bottle and that in such cases tokens were
cancelled and the depot staff removed from service. The Committee need
hardly emphasise that systematic measures may be taken to improve the
working of the depots so as to ensure that the distribution of milk right
from the stage the bottles leave the Central Dairy to the stage of their final
distribution at the depots is free from tint of any mal-practice.

The Committee have been informed that there are 30 to 40 problem
depots where the anti-social elements are active. The Committee are happy
to note that with the formation of Advisory Committees by the representa-
tives of the token holders the position has stabilised and the various pro-
blems in a large number of depots have been solved. The Committoe
would, however, like to impress that field officers and other senior officials
of the Scheme should pay visits more frequently to such depots and emlist

the active assistance of the. Advisory Committees for better distribution- of-

milk and nipping all irregular practices in the bud..

.
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The Committee need hardly point out that the working of a public
utility service like the Delhi Milk Scheme has to be judged by the extent
of satisfaction afforded to the beneficiaries. Judging from the increasing
trend in the number of complaints the Committee cannot but come to the
conclusion that the functioning of the booths is far from satisfactory and
needs to be looked into so as to effect improvements. They would, there-
fore, urge that a detailed survey of the depots may be conducted periodi-
cally with a view to identify the difficulties of the beneficiaries and to take
speedy remedial measures. The Committee would suggest that every depot
should maintain a complaint box, wherein all written complaints concern-
ing the functioning of the booth may be dropped by the token holders. The
keys of the complaint boxes may be kept by the Milk Distribution Officers
in their custody who should arrange to collect all the complaints, register
them and initiate action thereon. The complaints should be looked into
without loss of time and the complainants apprised of the action taken in
definitive terms.

The Committece have been informed that with a view to preventing
malpractices in the distribution of milk, the Dethi Milk Scheme conducted
a physical verification of the tokens and, as a result of intensive drive con-
ducted, it was possible to cancel as many as 27,478 bogus tokens recently.
They would also urge that such verification of tokens should be made at
least once a year,

‘The Audit has pointed out that though instructions exist to ensure that
no token holder is denied milk altogether, no relative records were avail-
able to indicate the effectiveness of these instructions and the extent to
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which genuine demand of the token holder was fulfilled. During evidence
the Committee have been informed that upto 3 bottles a token holder is
ensured full quota and for more than 3 bottles it depends upon the avail-
ability of milk supply. The Committec consider that in order to check
mal-distribution of milk, it is of paramount importance that the depot mana-
ger invariably maintains the ticklers showing the tokens presented, quanti-
ties authorised and issued and that such ticklers should be checked and
counter-signed by the field officers during their surprise visits.

The Committee would also like the Delhi Milk Scheme to consider the
feasibility of displaying at some prominent place at the depot a board
show'ng the supplies received (in bottles), the number of token holders
with total requirements registered, etc. This will help in creating confi-
dencc among the token holders that their requirement beyond 3 bottles is
not being reduced at the discretion of the depot manager.

The Committee are concerned over the increasing trend of complaints
received by Delhi Milk Scheme. They note that the number of complaints
has increased from 843 in 1969-70 to 2131 in 1975-76, though it - has
slightly come down to 2019 in 1976-77. The Committee consider that the
number of complaints would be much more as it is well known that most
~~rsons do not go to the extent of formally recording a complaint in writing,
The complaints broadly relate to non-supply of milk to token holders, un-
authorised supply of milk to nop-token holders, late open'ng and early clos-
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ing of depots, rude behaviour, black marketing, back door supply, change
of seals of milk bottles, non-returning of balance money, etc. What has
surprised the Committee more is the fact that in spite of such a large num-
ber of registered complaints, no eflective procedure appears to have been
evolved to deal with them systematically or conclusively.

The Committee are surprised to note from the Audit Para that whereas
the quantity of milk distributed per day was the same viz. 2.89 lakh litres
during 1972-73 and 1973-74 and the total number of routes during these
ycars was also the same, viz., 123, the total number of milk vans had in-
creased from 123 in 1972-73 to 148 in 1973-74, Similarly, they find that
against 124 total routes during 1974-75, the total number of vehicles had
increased to 158, However, the Committee find that with lesser number
of 97 vans covering 124 routes DMS were able to distribute 3.10 lakhs
litres of milk per day during 1975-76 and with 99 vans covering 132 routes
the milk distributed during 1976-77 was 3.35 lakh litres per day. The
Committee would like to be explained the reasons for wide difference bet-
ween the 1outes, both morning ang cvening, milk distributed and the total
number of vehicles held during 1972-73 to 1976-77, particularly when
the Delhi Milk Scheme could distribute 3.35 lakhs litres of milk per day
with only 99 vans during 1976-77.

What has distressed the Committee more is the fact that the Delhi Milk
Scheme has to compile dat: with them rclating to total route-kilometers
involved, route-kilometres required to be performed per van, number of
depots to be served per van and the actual deployment of vans. The Com-
mittee are unable to understand as to how in the absence of these vital

mmt e e e _— ————————

Gee



7.

5.68

Department of Agriculture

4
details, the Scheme is able to keep a careful watch on deployment of the
vehicles to the best interests of the Undertaking and keep an effective check
on the operational and maintenance cost of the vehicles. The Committee
would like this matter to be gone into in depth by the Scheme/Ministry
with a view to provide institutional checks on the operational and mainte-
nance cost of the vehicles and to take effective measures for their optimum
utilisation. The Committee would like to be informed of the concrete
measurcs taken in pursuance of thesc recommendations within six months.

The Committee find that the estimated cost of production of milk has
risen year after year as compared to its sale price. They note that stan-
dardised milk (5 per cent fat) was sold upto 9 October 1971 at 116 paise
per litre as against estimated production cost of 119.20 paise per litre.
Similarly, toned milk (3 per cent fat) was sold at 84 paise per litre against
estimated production cost of 99.65 paise per litre in 1972-73. Double
toned milk (1.5 per cent fat) is being sold with effect from 5 November
1973 at 70 paise per litre as against cstimated production cost of 86.02
paise per litre in 1972-73, 109.29 paise per litre in 1973-74 and 128.96
paise per litre in 1974-75. Similarly, special toned milk (3.5 per cent fat)
is at present on sale at 130 paise per litre against its estimated production
cost of 153.49 paisc per litre in 1974-75. The Committee are however
surprised to note the alarming increase in the estimated cost of production
(including cost of procurement) of milk during 1976-77, as they find that
these costs have increased to Rs. 180.84, 154.48, 190.91 per litre of toned
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milk, double toned milk, special toned milk respectively. As has been
pointed out by Audit, the selling prices of various types of milk fixed in
February 1969 had not been revised by Government in the interest of con-
sumers till 5 November 1973 except for a marginal reduction of 0.5 per
cent in the fat content of standardised milk in October 1971. The Com-
mittee find that even the prices that were fixed in November 1973 were on
the basis of estimated and not actual cost of production. -

The Committee are distressed to note from the observations of the
Audit that in the absence of compilation of actual cost for each grade of
milk and milk products, the authenticity of the estimated cost adopted as
the basis for fixation of sale price could not be verified. It was also
noticed by the Audit that the estimated cost compiled by the Scheme was
under-estimated on account of the fact that (i) no periodical review of
the estimated cost was made in the light of procurement prices of raw
material which showed continuously an upward trend, and (ii) the fat lose
in process was taken at 1 per cent whereas the norm fixed was 2 per cent
and the actual loss was still higher.

The Committee regret to note from the Audit Para that although the
Declhi Milk Scheme has a Cost Accounts Branch, preparation of Cost Sheets
was discontinued from 1969-70 and instcad, estimated cost is being com-
piled since then after taking into account ad hoc increases over the cost
for 1968-69. The Committee would like the Government to investigate ag
to why the preparation of Cost Sheets was discontinued and how in the
nhsence of compilation of actual cost for each grade of milk and milk pro-
ducts, the Dethi Milk Scheme are in a position to fix the sale prices of milk
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and milk products. The Committee feel that costing is particularly neces-
sary for ghee, and other dairy products, like Ice cream, Butter etc., and
that there should be no occasion for loss in their production. The Com-
mittec would like to have a detailed explanation for the lapses and the
remedial action that is contemplated.

The Committee further regret to note that proposals for strengthening
the cost accounts Section of the Scheme were sent to Government in 1972
and nothing has been done so far in this behalf. The Committee are not
convinced of the Ministry’s plca that the streamlining of the present ac-
counting system in order to have better control over various elements of
costing would require the introduction of a sophisticated costing system and
maintenance of accounts and would be possible only after the Scheme is
converied into a Statutory Corporation. The Committee feel that stream-
lining of procedure can be effected cven without bringing in costly machines.
They would. therefore, like the Government to review in consultation with
Costing Unit of Ministry of Finance the existing accounting system urgent-

ly in order to identify the shortcomings and to take remedial measures in
this behalf,

The Committee note that at present two different agencies, viz., Mother
Dairy and Delhi Milk Scheme are selling milk in Delhi at two different
prices, viz. Rs. 2 and Rs. 1.30 per litre, respectively, the fat content of milk
marketted by the former is 4.5 per cent and of the latter 3 per cent. The
Committee have been informed that in order to achieve co-ordination bet-
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ween the activities of the two dairies, a committee has been constituted in
the Ministry of Agriculture which would, inter alia, decide the purchase and
sale prices of milk by the Delhi Milk Scheme and Mother Dairy. The
Committee cannot but point out the long time that has already elapsed
in tackling these issues and desire that these should be conclusively re-
solved wihin six months of the presentation of the Report and the Com-
mittee informed.

The Committee have been informed dur'ng evidence that there was a
proposal to revise the sale price of milk in May, 1974 but nothing was
done in this direction as Government felt that any increase in the price of
milk would create a chain reaction vesulting in all-round increase in prices

of all items of milk and milk products. Instead, the fat content of special .

toned milk, which is thc main supply to consumers, was decreased from
3.5 per cent to 3 per cent to meet part of the losses incurred by the Delhi
Milk Scheme. The Committee note that in spite of that, the estimated
cost of production of special toned milk increased from 130.06 paise per
litre in 1973-74 to 153.49 paise per litre as against the sale price of 130
paise per litre in 1974-75. The Committee desire that the whole question
of fixation of prices of milk may be examined thoroughly so as to analyse
the rcasons for the incrcasc in the cost of processing and distribution of
milk and take remedial measurcs to minimise them.

The Committec are distressed to note that the Delhi Milk Scheme,
which was expected to function on ‘no profit no loss’ basis has been
incurring losses vear after year since its inception except during 1969-70
and 1970-71. The cumulative loss upto 31 March, 1974 after adjusting
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the profits earned in 1969-70 and 1970-71 amounted to about Rs. 7.05
crores. The loss during 1974-75 and 1975-76 was Rs. 4.14 crores and
Rs. 5.77 crores (subject to Audit) respectively.  Though the accounts
for 1976-77 are stated to be under compilation, the Committee feel that
the losscs during 1976-77 will be greater as compared to earlier years
as the cost of production (including cost of procurement) of milk was
significantly higher during this year, while the sale price of milk was
stationary. Expressing anxiety over the losses, the Committee in their
Sixth Report (Fifth Lok Sabha—1971-72) had hoped that ‘with the in-
crease in turnover and better control over expenditure, losses would be
wiped off and the Scheme would be able to function on a ‘no profit no
loss’ basis. The Committee are unhappy to point out that precious little
has been done by the Government during all these years to reduce the
losses. According to Audit, losses were infer alia contributed by un-
cconomical working of the Bikaner Centre and high percentage of loss
of fat and milk in process at the Central Dairy, excessive breakage of
bottles, higher incidence of cost of collection on account of under-utilisa-
tion of the capacity of a number of milk collection and chilling centres,
rising trend of consumption of petrol, diesel. engine oil, steam coal,
chlorine and caustic sode and idle plant : nd equipment. The Committee
by and large have dealt with these aspects elsewhere in the report and
given their recommendations,

The Committee consider that the reason for the loss sustained by the
Delhi Milk Scheme is due to the marked difference between procure-
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ment and sale prices of milk. It has been submitted to the Committee
that there hus been a general increase in the idle index of all commodi-
ties over the index prevalent in June 1969, registering an increase of
15.19 per cent in June, 1972; 38.88 in June, 1973; 78 per cent in June
1974; and 81.61 per cent in June, 1975. While in view the
increase in prices as well as market trend over the years, the milk pro-
curement rates were increased suitably from time to time to provide a
remunerative return to the milk producers. The Delhi Milk Scheme has
been bringing their worsening ‘position to the notice of Government from
time to time but the latter instead of moving swiftly allowed the things to
drift, :

Another reason which accounts for a major portion of losses is the
increase in the prices of skimmed milk powder. It has been stated that
the increased price of the skimmed milk powder was of the order of
Rs. 87 lakhs in 1973-74 and Rs. 162 lakhs in 1974-75. The Committee
are of the view that unless some effective measures are taken to in-
crease the procurement of milk and reduce the expenditure on over-heads
for collection and processing of milk, it may not be possible to reduce
the losses to an appreciable extent. The Committee, therefore, would
like to urge that all-out efforts should be made to tap more sources for
the procurement of milk at most reasonable costs.

The Committee have been informed during evidence that the no-loss
situation would occur only when the pricing is done in such a way
between the Delhi Mother Dairy and the Delhi Milk Scheme and the
product mix so decided that in the overall situation there was no loss
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The Committee have already emphasised elsewhere in this Report that

conclusive action should be taken within six months of the receipt of the
Report of the Committee of Officers which has been appointed to decide
the purchase and sale prices of milk by both the Dairies.

The Committee note that the Delhi Milk Scheme had incurred a loss
of Rs. 83.89 lakhs in 1972-73. While the incidence of increase in the
Price of raw milk and skimmed milk powder in 1972-73 over 1971-72
amounted to Rs. 30.83 lakhs the incremental impact of higher incidence
of wages and services had not been quantified.

Similarly, the Committee find that the savings effected by the dis-
continuance of supply of standard milk at the rate of Rs. 1.16 per litre
with 4.5 per cent fat content with effect from 5 November 1973, and
introduction of special toned milk at the rate of Rs. 1.30 per litre with
3.5 per cent fat content later reduced to 3 per cent has not been quanti-
fied. The Committee necd hardly point out thut Government should have
carefully worked out the financial implications of reducing the fat con-
tents in two stages and kept a careful watch to see the extent to which
this had actually helped in reducing the losses.

The Committee have been informed that Government have taken a
number of steps to improve the cfficiency of Delhi Milk Scheme in pro-
cessing of milk to effect economies in cost. These steps inter alia in-
clude replacement of old bottling line, clarifiers/separators, stillage trucks
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and bottlel crates, increasing milk procurement to reduce the use of
Skimmed Milk Powder. increase in production of Ghee which is more
economical, reduction in overhead cost by restricting the overtime allow-
ance, savings in consumption of fat and SNF, etc. The Committee would
like the Government to take conclusive action to enforce these improve-
ments vigorously so as to effect all 'possible economies consistent with
maintenance of quality expected of a Government undertaking dealing
with vital supplies of milk.

The Committee also urge that concerted measures should be taken to
(i) improve procurement from the errmarked milk-shed areas, (ii)
develop high-vielding cattle. (ili} imcrove procurement arrangements
through rationalisation and economy in procurcment operations,

The Committee find that the Delhi Milk  Scheme as well as the
Mother Dairy run by the Indian Dairv Corporation continue to operate
in Delhi as two separate  entities . Tn this connection, the Committee
would like to recall the recommendation made by the Committee on
Public Undertakings in their 83rd Report (Aoril, 1976) to the effect that
Government should take steps to avoid duplication of efforts »nd over-
lapping of functions between the two Dairies, arrange for judicious loca-
tion of booths and ensure cquitable distribution of milk among all sec-
tions of people. The Committec had further cxpressed the opinion that
one integrated organisation to manage and control the affairs of both the
Delhi Milk Scheme and the Delhi Mother Dairy would go a long way in
achieving these objectives and would also make for reduction in over-
head expenditurc on staff, transport. ctc. The Committee regret that in
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spite of the urgency of the problem, no concrete measures have yet been
taken by the Government in the matter except setting up a coordination
committee with a Joint Secretary of the Department of Agriculture as
Chairman and on which are represented the Chairman/General Manager
of the two dairies along with the other concerned officers. It is also
understood that the two Dairies have been asked to maintain ‘parity and
coordination in the matter of procurement and distribution of milk. The
fact, however, remains that while the Mother Dairy procures its milk
from the cooperatives, Dethi Milk Scheme is still largely dependent for
its supply on contractors. There is also a marked difference in the fat
content and the sales price of milk as also in the manner of vending.
The Committee feel that now that both the systems have been in the
field for a considerable period, it should be possible for Government to
take a firm decision in the matter. At any rate, there should be com-
plte coordination in the matter of procurement and distribution of milk
in the best public interest. The Committee would like to be informed
of the concrete measures taken by the Government specially in the mat-
ter of procuring milk increasingly from the cooperatives of milk pro-
ducers and in opening of new distribution booths so as to make milk
available in areas which are predominantly inhabited by weaker sections
of the society. '

The Committee arc distressed to note that several items of plant and
machinery costing Rs. 41.54 lakhs have been lying idle with the Dethi
Milk Scheme since their acquisition, They find that more than a decade
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has passed since the automatic recrating and decrating machines, milk
cvaporating plant and cheese plunt were acquired by the Delhi Milk
Scheme and have not been put to use for one reason or the other. In
this context it is relevant to mention that the Public Accounts Committee
in their Sixth Report (Fifth Lok Sabha) had also stressed the need for
utilisation of these muchines. The Committee note that despite the fact
that the technical experts or the National Dairy Development Board who
had inspected the automatic recrating and decrating machines in March,
1975 and recommended their disposal, nothing tangible has been done
in this behalf.

The Committee note that although the Ministry had intimated to
them in ]972 that the milk evaporating plant would be commissioned in
about six months, they arc surprised to find from the information fur-
nished to the Committee in July, 1977 that it has not been commissioned
so far for lack of spare parts. The Committee would like to be informed
of the specific steps taken to expedite the commissioning af the plant.
The fact that the plant has been lying idle since 1963 and the Delhi Milk
Scheme were carrying on without it all these years, gives rise to the doubts
in the mind of the Commitiee whether the purchase of the evaporating
plant was absolutely nccessary,

The Committec note that the Delhi Milk Scheme failed to establish

the cheese plant at Bikaner. They also note that efforts are being made
to establish 1t at Mathura and that the sanction of the Government of

Uttar Pradesh is awaited.
The Committee note that five rail Milk tankers requisitioned at a cost
of Rs. 10.27 lakhs were originally required for carrying milk from Bika-
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ner. Since railwav siding at Patel Nagar premises of the Delhi Milk
Scheme was not being provided, the Delhi Milk Scheme now ‘intend to
utilise these tankers not only for collection of milk from Bikaner but also
from other centres which are linked by meter gauge railway, The Com-
mittee deplore the failure of the Ministry to cstablish an effective liaison
with the Railway Board in the matter of the provision of the Railway
siding at Patel Nagar. They feel that before awarding the contract to
the Railways for the manufacture of under-frames of the tankers, the
Delhi Milk Scheme should have ascertained from the Railway Board the
position of provision of railway sidings facilitics at Patel Nagar. The
Committee notc that two milk tankers which were delivered to the D.M.S.
by the Railways are already in use. They hope the remaining three tank-
ers would also be refurhished soon and put to use.

The Committee are concerned to note the rising trend year after vear
in cxpenditure in the workshop maintained by Delhi Milk Scheme for
repair and maintenance of the plant and equipment. They find that the
expenditure has progressvely risen from Rs. 3.49 Iakhs in 1969-70 to
Rs. 13.32 lakbs in 1975-76. Th disturbing featur is that though at times
there have been break downs in some units of the plant, such as clarifiers,
separators, scme storage tanks and on the by-products manufacturing
side. some plantz like snray driers and roller driers had remained idle for
repairs, the Delhi Mi'k Scheme had not maintained any details for such
lay-offs. The Committee need hardly emphasise that complete record
of the lay-offs of the plants and equipments showing the number of break-
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downs, total number of man-hour lost and the losses suffered as a result
thereof should be properly maintained so that the precise reasons of
break-downs could be identified for conclusive action to avert their re-
currence,

The Committee lcarn that the Deihi Milk Scheme are maintaining
another workshop f{or repair and maintenance of vehicles, both for milk
tankers and vans meant for transportation of milk from milk collection
and chilling centres te the Central Dairy and ®om the Central Dairy to
the milk dcpots. The Committee are unhappy to note that the data re-
lating to petrol/diesel, expenditure on maintenance and repairs, date of
condemnation cte. of each tanker and van were not maintained by the
Declhi Milk Scheme.  Similarly, the records maintained for the purpose
of utilisation of tyres do not indicate mileage covered by a particular van.

Yet, another matter of concern pointed out by the Audit is that the
expenditure on the repairs and maintenance indicating the spare parts
fitted to the vchicles and the expenditure by way of labour charges has
not been worked out by the Delhi Milk Scheme in respect of each vehicle,
ostensibly on the ground that ‘this would involve envrmous labour and
time’.

The Committee are further urthappy © note that no standards of
consumpticn of petro!/diescl/engine oil have been laid down. It is, how-
ever, observed from the Audit report that the average consumption of
petrol/dicscljengine oil per 1000 km. was continuously on the increase
during the years 1972-73, and 1973-74 as compared to 1971-72.
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Besides the above shortcomings another disturbing feature which has
come to light is the improper maintenance of records about their func-
tioning, As pointed out by the Audit, thc records maintained do not indi-
cate actual rcpairs/maintenance/over-hauling of transport vehicles and
plant and equipment. The actual cost of each job indicating the cost of
materials, labour and other items is also not being worked out.

The Committee necd hardly emphasise that the deficiencies and short-
comings puinted out by the Audit should be looked into urgently for reme-
dial action. In particular, the Committce urge that utmost economy
should bc atfected in the cxpenditure on repairs/maintenance/over-haul-
ing in both the workshops and in the use of petrol/diesel etc. so that
the heavy losses now being sustained by the Delhi  Milk Scheme are
brought down to the minimum by reducing over-head expenditure.

The Committee would also like to be informed of the institutional
arrangements made to monitor and check effectively the operational and
maintenance cxpenditure on the transport vehicles,

The Ccmmittce note that the special verification of stores of Delhi
Milk Scheme conducted in October, 1970 revealed difference of Rs. 35.49
lakhs between the figures of closing stock as per general ledger and the
ground balance as physically verified. They are surprised to note that
this difference was not adjusted after investigation/reconciliation  but
was shown under thc head ‘Storcs Adjustment AZcount’ on the lability
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side of the Balance Sheet as on 31st March, 1971. A further amount
of Rs. 8.79 lakhs and Rs. 0.49 lakhs of which details are not known was
again credited to the above head in 1971-72 and 1972-73 respectively.
The Commiittee deplore the manner in which the accounts of the Delhi
Milk Scheme a commercial organisation, were mdintained all these years.
Instead of taking swift action to reconcile the différences, the Authorities
took recortrse to the method of showing the stores, which could not be
reconciled, under a head entitled “Stores Adjustment Account”. The
Committee agree with the observations” made by the Audit that the huge
credit balonce in the ‘Stores Adjustment Account’ is indicative of lack
of control with regard to accountal of reccipt and issue of stores.

The Report of the Team of Special Physical Verification, which
examined the position of the stores in the Delhi Milk Scheme, has revealed
gross irregularitics in regard to the maintenance of the stores ledgers.
The Team had obscrved that proper assets register showing the full
description of assets and their location had not been maintained Quantity
balances in the stores ledgers had not been reconciled with those in
accounts ledgers.  According to the Team, the ledger balances could not
be accepted a: correct as there were numerous corrections, erasers, over-
writings and interpolations, ectc. Minus balances had been observed in
a number of cases and discrepancy pointed out in earlier physical verifi-
cation had not been adjusted. The Special Physical Verification Team
had made a number of suggestions for cffecting improvement in the main-
tenance of accounts. The more important of them related to periodical
review of slew moving items and disposal of unwanted/obsolete items;
classification of stores giving full description of items and part numbers.
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issue of proper standing instructions regarding care and maintenance of
items stored; maintenance of storcs kept in the open in proper enclosures
under the control ot storekeeper; and a threc tier system of physical veri-
fication, viz. continuous verification by internal audit, monthly surprise
verification by the Controller of Stores and Stores Officers and annual
verification by Technical Officer nominated by the Chairman. The Com-
mittee would Jike to be informed about the action taken on the various
suggestions/recommendations made by the Special Physical Verification
Team.

The Committee are also perturbed to find that no physical verifica-
tion of stock of coul has been made since jnception to March, 1970 while
such verificat'on was required to be conducted twice a year as per the
provisions of the Manual of Accounting Procedure. They are not con-
vinced that the physical verification prior to the period 1970 could not
be conducted for paucity of staff. They further note that the physical
verification of stock of coal conducted in March, 1970 and further scru-
tiny conducted in Scptember, 1971 revcaled a shortage of, 1,778 tonnes
of coal valued at Rs. 1.33 lakhs, The Committee would like the Minis-
try to fix responsibility for the lapse in not undertaking a physical veri-
fication of the stock of coal since inception of the Scheme upto March,
1970 which they were required to do under the provisions of the Manual
of Accounting Procedure. The Committee would also like the Ministry
to take conclusive action against the officers concerned who were found
responsible for the shortage detected in the stock of coal after the physi-
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cal verification conducted in March, 1970 and in September, 1971. The
Committee would also like to know whether the deficiencies have since
been re-conciled,

The Committee note that lists of 1980 slow-moving items of Trans-
port and Dairy Engineering Stores have been prepared and sent to the
Technical Officers during May, 1975 and June, 1976 respectively, for
certifying about their actually being surplus or excess to the requirements
and that further action for their disposal would be taken on receipt of
the report of the officers. The Committee feel concerned about the
large number of items of stores lying un-utilised. The Committee would
like to know the total value of such stock and the period and reasons
for their remaining unutilised. They would also like to be apprised about
the recommendations made by the Committee of Technical Officers
appointed to go into the matter and the conclusive action taken by the
Ministry in pursuance of those recommendations/suggestions to rationa-
lise the inventories and ensure fMat these are not burdened by acquiring
stores for in excess of known requirements.
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