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I, the Chairman of the Public Accounts Committee, as authorised by 
the Committee. do present on their behalf this Forty-Sixth Report of tbc 
Public Accounts ~ o k i t t e e  (Sixth Lok Sabha) on paragraph 48 of tbe 
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 Dcvclopment. The Minutes of the sitting of the Committee 
form Part II* of the Report. 

4. A statement containing conclusions/recommendations of the Com- 
mittee is appended to the Report (Appendix 111). For facility of reference 
these have been printed in thick type in the M y  of the Report. 

5. The Committee place on record their appreciation of tht 'ammend- 
able work Qne by the Chairman and Members of the Public Accounts 
Committee ( 1976-77) in taking evidence and obtuining 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 Comptroller 
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), 



Depmuncnt of Industrial Development, Delhi Milk Scheme, Indian Dairy 
Corporation and National Dairy Development Board for the cooperation 
extended by them in giving idormation to the Committee. 

C. M. STEPHEN, 
NEW DELHI; 

December 9, 1977 Chairman, 
------ - - -  - -  
Agruhajana 18. 1899 (S) Plrhlic Accorrnrs Committue. 



CHAPTER I 

A. Genesis 

Before the establishment of the Delhi Milk Scheme in 1959, the condi- 
tion of milk supply to k l h i  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 locallties 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 unpdsteurised condition. These parties 
used to charge exhorbitant price for the milh and consumers had to remain 
at their mercy as there was no alternate source to get pasteurised and whole- 
some milk at reasonable price. Similarly milk products like ghee, butter, 
~ce-cream, etc. were . Iso not d reliable quality and the bame 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 avail;tble 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 product5 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 A-griculture 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 cap- 
city of thr Scheme to 4.35 lakh litres of raw milk by increasing the liquid 



milk distribution to 3.75 l a b  litres and utilising the balance milk for the 
manufacture of dairy products. The Scheme processes and dislributes 
Standardised, Special 'l'oned and Double Toned Milk which is able to 
satisfy abu t '  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 ot this Scheme is to process and , 

distribute the maximum feasible quantities of fluid milk, the Scheme also 
manufactures a wide range 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 500 krns. 
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- 
c q a n c e  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 rnilk is kept 
cod  with ice to preserve the quality. In the Milk Chilling Ccntres, thc 
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 capafity to the maximum in order to maintain the 
supplies of milk to Delhi city at the highest leasible 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, collegcs 
canteens and hostels. As a welfare meas? re, Doublc Toned Milk is k i n g  
supplied at a subsidised rate to the residents of JhuggiJhonpri colonies 
r.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 
mpect of milk and rnilk products. The Scheme has a full-fledged Quality 
Control Branch manned by qualified and experienced scientists and techni- 
cians. Apart from the Central Oualit y Control Laboratory at Headquarten, 
there are quality cantrol laboratories in each of the 22 Milk Collection & 
Chilling Centres where the raw milk is carafully tested before acceptance. 
Tbe testing d milk commences at the Milk Collection and Chilling Centres 
in the rural areas. and, therefore, each lot of milk is subjected to a sericsot 
t c m  : t seven different stapes. before it is finally released for distribution. 



A wide Mnge of standard tmts are carried out at each stage in order to 
check the chemical composition, bacteriological and organ01eptic qualitits, 
acidity quality of pastemisation and the like. For some important tests, 
duplicate samnl$les are drawn and independently tested and the results conl- 
p a d  to ensure maximum possible accuracy. Before milk is bottled or 
canned, it has to be certified as conforming in all raspects to the standards 
fixed, by the Quality Control Labaram. Even after boltling/canning of 
milk, sample tests are carried aut 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 f a  quality before being released for sale. 
Qwlificd and technical staff have also been appointed for test wntrd and 
sanitation work which receive close attention, and these operations are 
also carried out round the clock. 

1.6. The Delhi 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- 
news sources. Thereforc, 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 1970-7 1 ), 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 Mik Scheme, with the present set up, is unable 
to take quick market decisions based on sound commercial principles and 
also cannot develop pern1anent 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 procedm 
in financial as well as personnel management matters, Government pro- 
pase to coavert the Delhi Milk Scheme into a statutory Corporation. A 
Bill to echieve the suid object was inb.oduced twice in Lok Sabha but it 
lapsed both the times on the di~solution d Farrth and Fifth Lok Sabha. 
The Scheme is thus continuing without the impvements which the Bill 
aimed at bringing forward. 

.I r r r l i r  P a r m p h  
1.R. (i) The Scheme functions as a departmental undertaking under the 

direct control of the Ministry of Agriculture. At the a p x  level. Govern- 



men€ have constituted a Governing Body under the Chairmanship of the 
Mrnister of Slate in the Ministry of Agriculture with the Chairman, Delhi 
Milk Scheme, as the Member-Secretary. 

The Governing Body considers matters of gencrd policy relating to 
the Scheme, such as procuren~cnt aud distribution of milk, manufacture 
of milk products, gcneral pricing policy for nlilk and milk products, annual 
budget and revicw of progress of the Schclnc and any matter of gneral  
inlportance which niay be referrcd to thc Governing Body by Government. 

The Governing Body functions through a Managemcnt Committee com- 
prising thc Sccretarj of 111e Ministry of Agriculture as the Chairnlan and 
,five other members, one of whom is the Chairman of the Scheme and thc 
other four are atficials of i h ~  M i n h t r ~  of Agriculture. 'I'he functions of 
the Management Committee arc to providc guidancc 10 the Chairman, Delhi 
Milk Scheme, in matters ol policy arising out of day-to-day working of the 
Scheme and take decisions on important matters connected with day-t* 
day-working, matters of major policy required to bc placed before the 
Governing Body and matters of general i ~ ~ ~ p o r ~ a n c c  which may be reicrred 
to the Management Committee hy thc Govcrnment. 

( i i )  The Chairman is thc Chief Exccutivc of the Scheme and has bccn 
vested with powers for carrying out day-tcbd;ry functions. He is :~ssistcd 
in his duties hy various Dcp:inmental Heads who have also been dclcgated 
with certain financial powers. Thc powers delcgatul to the Chairmi~n 
inreralia 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 thc 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, Supplies and Disposals, to the 
extent of Rs. 50,000 in each case. 

(c) Execution of civil works upto Rs. 20,000 in each case. 
(d) Entering into miscellaneous contracts such as. handling con- 

tracts, leases, etc. subject to the condition that the expenditure1 
income docs not exceed Rs. 50.000 per annum. 

1.9. The Governing Body and the Management Committee are required 
to meet, as often as necessary, but not less than once a quarter. During 
1972-73 and 1973-74 rind 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 pcricd, the Management Committee met four times, that is, on 12-5- 
1972, 23-9-1972, 23-10-1 972 a d  25-7-1973. 



(iii) In th~: light of the r~mnlent la t ion made tn Scptcmber 1964 by all 

C x p r t  C o ~ t ~ ~  appornkd by Cioverxmnt, the Latter approvcd m k- 
cembcr 1969 a y~oposal lo convcrt thc Scl~eme into a statutory Corpora- 
m n .  A bU to Lhrs edwi ls yet (hovcmber, 1975) to be introduced m 
Parliwient. 

LParagraph 48(2) d thc: Repon of the Comptroller & Auditor General 
of lndia ior tha year 1974-75, Union Government (Civil)). 

1.10. According to the Audit paragraph, the Governing Body and 
the Management Committee are required to meet as often as necessary 
but not lcss than once a qtiarter. But during 1972-73 and 1973-74 ~ n d  
upto January 1975, the Governing Body had met thrice and during the 
same period the Management Committee had met four times. Clarifying 
the posrtlon, the Ministry of Agnculturc & Irrigation (Deptt. of Agricul- 
ture) has 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 ap'proval 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." 

1.1 1. According to Govcrnment's rebolution dated 14th October, 
1968, the functions of the Governing body included among other things, 
a review of the progress of thc Dclhi 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 reasons for not convening n meeting at least 
once a quarter. as required. In this regard, Chairman. %]hi Milk Scheme, 
has stated during evidence: 

"As far as Government decision is concerned, I am not in a 
position to say. I did send a proposal for convening the 
meeting of the Management Committee. But because 311 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 Committee." 



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 bodles. 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 Revlew Committee. 
Otherwise also we have been meeting very often." 

1.14. In regard to Governin9 Body, the Chairman Delhi Milk Scheme, 
explained the position as under: 

"It is a recommendatory body and it submits its recommendations 
to the Government for consideration. 'Fhc Minister himself 
is the Chairman of the body. I would not be able to say 
why in the constitution of the Governing Body there is a 
stipulation of mnths .  It was a long time back and I have 
not had a look at the relevant records. The idea seems to 
be that Minister wouM 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---thrs 
scheme has a public im'FJact and so many people wouM be 
interested in its functioning. So it is an advisory body pru- 
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 years 
we have been trying to  work out a system where same policy 
decisions could emanate." 

1.15. Asked whether the Ministry had evcr brought to the notice of 
the Chairman. Delhi Milk Schemc, the lapse of not convening the meetings 
of the Management Committee and the Governing Body as frequently. as 

-~ 
reqnired. under the respective Regulatioas, the Ministry in a wdtten note 
furnished to the Canwnittee, has regretted this lap= and stated: 

"It is ttalised that the meetinp of the Governing Bady and the 
Management Committee of the Delhi Milk Scheme wcre not 



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 concermd, 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 yeat 
1975-76. Jn reply, the Ministry have stated: 

"Plan Progress Rev'ew meetings are conducted by the Directorate 
of Economics and Statistics, under the Chairmanship of J d n t  
Secretary/Additional Secretary on quarterly basis. These 
meetings are attended by Chairman, Delhi 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 meetings is to review the progress made by Delhi Milk 
Scheme in the implementation of its Plan Programme for the 
quarters under review." 

1.17. It 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 pot been introduced in Parliament till November, 1975. 
In this regard, the Committee desired to know the r e a m s  for the delay 
in the introduction of the proposed Bill. In reply the representative of 
the Ministry deposed: 

"I will go back to the rccommend;\tions of the Expert Committee 
which was set up in 1964. The Committee gave this rccom- 
mendation in September, 1964. Its main recommendation 
was that the DMS should be convened into a Company under 
the Company LRW. 

There was a lot of opposition to this idea from the employees and 
ultimately we were advised bv the Law Ministrv that if we 
have to provide safeguards to the employees. the proper 
course will be to convert i t  into 3 statutory cornration more 
or less on the lines of the Food Corporation of India. That 
has been sometime in thc vear 1969. As I mentioned 
earlier the Government did decide to introduce the Rill 3nd 
did introduce it in the Fourth 1.oL Satrhn in September. 1970." 



1.18. In 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 Schemc 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 Employees' Union (Re- 
gistered and Rccognised) which .was opposcd 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 8th November. 1971 undcr 
the Chairmanship of t)le Minister of Stntc in the Department 
of Agriculture. it was agreed by the Employees lrnion that 
the conversion into a statutory Corporation would not hc 
objected to provided ndequntc safcguards/protection of ser- 
vice interest of existing emdoyccs wnc; pkovided in the Bill 

For this purpose. the lTnion gave a list of 14 points on which 
assurances/clarificntion~ \\..err w y h t  from the Government. 
Tt was also stipulated that a furthcr discussion with the Union 
will take place before the Bill is introduced in the Parliament. 
This was subsequently confirmed bv the Union in its letter 
of February, 1972. 

Proposal for the introduction of a Rill 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 workinp 
coordination could bc broueht a b u t  between the Central 
Dairy of the Delhi Milk Schemc and the new dairy plant. 
which had functioned in the meantime, was dso  considered. 

After consultation with the Department concerned the C ~ v e r n -  
ment has taken a decision in principle. that the Delhi Milk 
Scheme should he converted into a statutorv Corporation. A 
Bill* for thig purpose has since been introduced in the lagt 
Session of the Parliament." 

1.19. Asked to state the reasons which promnted the Government t o  
decide in favour of conversion of the Scheme into a statutorv Corpora- 
tion. the representative of thc Ministrv has stated during evidence: 

' T h e  main obiective is rcany to improve onerational efficicncv of 
this orennization hv pivinn it more flcxibilitv in its owrntion. 
The Rill dries provide that the Cor~rnt ic rn  will he n~itonornorrq 
- - - - . - 

*Rill way fntrdt~rrd nn 1qt Srptrmlrr. 1076 twt lamrd nn thr dirrcll~ttinn nr thr 5th 
I,& Sabha nn 18 Tan~tarv, "77. 



and it will have full powers in determining the procurement 
ond sale prices but Government has po;ver to give directions. 
It  is not that Statutory Corporation will be completely out 
of the control of aovernment and Government will not be 
able to give any direction to it." 

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

I .2 1 .  Explaining the practical difficnltieq and riqours of Govern- 
ment procedures and rules which come in the way of running the Delhi 
Milk Scheme under the present arrangements. the Chairman. Delhi Milk 
Scheme has further added: 

"DMS is a comn1crci:il-crrni-industrial undertaking which has to 
operate 24 hours :I dnv anrl 365 days in a year without any 
break and wc have neccsqsril\ tn take vt'ry prompt and 
quick dccisinns about a number of things. We dcnl with 
perishable commodities likc milk and milk-products. If we 
do  not take quick decisions these conimodities can get sp i l -  
ed and daniagcd. M'c dcnl in 1:trgc magnitudes whcrc thc 
slightest delay could resr~lt in serious conscqucnccs. The 
manoeuvrnbility and flexihilitv o f  this cv_ranimtion is niost 
essential. For government departnientc \\.hich did no: func- 
tion as industrial or conimercial undertakings. certain rules 
and regulations arc npplicahlc: r.?..  in thc CPWI) and cvcn 
in the Dircctoratc of Fstcns;on in thc Ministry. T h c  httcr  
is an organisation which promotcs development and welfare: 
it docs not do  ;my indr~stt-i.11 O r  .wmnwrci:~l o h .  Rut thtst. 
rulcs cannot ipso frrcm he :tpPlicd to con~mcrcinl undertak- 
ings. For  instance. for getting some civil works done. e.e., 
construction of milk booths. T bavc first to net the Govcrn- 
ment's approval ;tnd then to npnroach thc CPWD for dn;nr 
the con~truction. Tht. Inttl-r will am throudi their own 
procedure. Ry thc tini:% the iob is donc. -1 vc:r might h ; n ~  
elapsed. Wc arc todnv operatine nho~rt 160 vthicles. \Vc 
are un:~hlc t o  purchni,. n:lrti fmn tllc mnrkct. i\'c have tn 
go throuch the T)GwT) and thc Dt35R.n'~ rontrnctnrc do 
not wpply in time. Thcrc nrc r11k thnt we h a ~ c  rn cmlv 
through them. Fithcr wt. hnvc tn keep the whit-Icc ofl the 
road or we hnvc tn thnnmc the rukc. Tn rrvrct *o ntlm;~:str~- 

tive matter<. nlc cannot f i p ~ i n t  n <in(!le wrccrn. M'hrn \vtX own 
ncw honthc. wc nccil mates nnd drivcrs, R~r t  11.r- c.:innnc wn.-- 



tion those posts and fill them. These are the practical diffi- 
culties in running an organisation; and that is why Govcm- 
ment agreed to take prompt action, so that in the proposed 
set-up quick decisions can bt 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-u'p an auto- 
nomous statutory corporation; give it full freedom for deter- 
mining the distribution and procurement prices. But as I 
submitted earlier depending on the situation Government will 
be able to give a direction." 

1.23. In reply to another question. the representative of the Ministrv 
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 hum 
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 bv the Govern- 
ment or not." 

1.24. The Committee desired to know as to in what manner thc pro- 
posed conversion of DMS into a statutory Corporation would effect eco- 
nomy and improvement in its working. particularlv in areas whcre the 
Government could not do so even with its preaent direct control. In 
this regard, the Ministry in a note furnished at the ins'ancc of the Con- 
mittee have submitted as under: 

"In order to qive ereatcr flexibilifv and airtonomv to the Orcra- 
nisation in its day to &v dealings nnd to liheralise it from 
the Departmental procedure in financinp as well as person- 
nel manacement matters. on c~nvcrsion of DMS into statw 
torv cornration. t?w ccrrmration will h- free tn hrrrrow 
monev from anv Schedrrlc Rank nr an., nrhcr Rank or R-nl.- 
in@ Tn*iti'utions anrwovcd hv t h ~  Ccntrnl Gnv-rrr-men*. T h ~ t e  

the financial p i t i m  of thc Cornration will improve r -41 -  



ing in economy. Further in the present set-up the Delhi 
Milk Scheme needs to take quick market decisions based on 
commercial principles ,and dmelop 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 mte that the Delhi Milk Scheme functions a 
departmental ontkrtaking ander the direct control of the Minisby of 
Agriculture and lrrigptbn (Department of Agriculture) and for ib efficient 
w d i  have coastitutcd a Governing Body under the chairmanship d 
Minister of !5taStPb ia the Ministry and the Chairman, Delhi Milk Scbeme as 
the Member-Secretary. The Governing Body considers matters of gemerd 
policy relating to the Scberre. soch as pproctrreleert and distribatioa of milk, 
manufacture d eClk prducts, general )rici policy for milk and milk pro- 
ducts, annual badget and review of progrcs5 of the Scheme and any matter 

of general importance, which may bc referred to the Gov- Body by 
Government. The Covernily, Body fmnctio~s tLrrmgk a Manafcmemt 
Committee comprising tbe Secretary of tbe Ministrr; as i ts Chairman and 
five o t k r  Members o r  d wbom is the Cbainnan. DMS a d  HN other 
fmur are 0lRei.b of the Ministry. The functions of the Managing Com- 
mittee are to provide guidance to the Chairm:~n. ntlhi Milk Scbeme, in 
matters af policy arising out of Qy-today working of tk Scbeme a d  take 
decisiolrs 08 importmt mdtera con~ccted with day-to-day work& ma4ters 
of -)or poky  nqalred to be placed before tbe Governing Body. and 
matters of general importance which may be referred to tbe Management 
Committee by the Governmeet. The Govemiq Body urd tbe Mrrpogpmeat 
Committee are required b meet as often as me-ry hut not less than oace 
a quarler. Tbt Conunitkc. however, find that during 1972-73 .ad 1973-74 
I).d g t o  Jaaarg, 1975, tbe C o v e m i  Rodv hnd a c t  thrice ..d the 
Managemed Cammince brd met loor thncs only. 'Chc lad meetings nf tbc 
Chvenriaiq Bodv and tbe Management Cammiflee were held on 14 May, 

' ~975rd2SJdy,1973rmpeddy. a 



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 werc 
present, it was not found necessary to hold the meetings of the Governing 
Body and the Management Committec. It need hardly he pointed out that 
while the Plau Progress Review Committec meetings are heing held in 
the Directorate of Statistics under the chairmanship of a Joint Secretary/ 
Additional Secretary, the Governing Bodv was required to meet under the 
chairmanship of the Minister himself while the Management Committee 
had the Secretary of the Ministq 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 Bod? and a Member of the Manage- 
ment Committee. to have movcd in the matter. hmupht up his problems and 
sought pidance. The Committee note that Government hnvc now be- 
latedly issued directions to the Chairman. Delhi Milk Sc'hemc to convene 
the meetings of these Bodies rcpularlj in accordance with the provisions of 
the Regulations. The Committee would like thc Secretary of the Ministry, 
who is a memher of both the Bodies. to make surc that these Rodies meet 
replrrdv and that problems of the Delhi Milk Schenie arc gone into in 
depth a - 4  resolved. 

1.28. The Committee note that it was in 1964 that the Fvpert Com- 
mittee appointed to review the working of the Dclhi Milk Scheme recommend- 
cd that it may be converfed into a company. Government tooh five years 
to decide that instead of converting it into a company. if may he made into 
a statatotv corporation. A Bill waq introduced towards the end af the 4th 
Lmk ~ a b h a  in 1070 and the 5th 1,ok Sabha in 1916 and on both these 
mcasions because of the dissolution of the Home the consideration of t k  
Bill remained inronclusive. It is thrts evident that though the need for 
pvtfing the D.M.S. on a statutory basis in the interest of better and efficient 
functioning was realised eight vears ago the objective has not been achieved 
became of the k i t a n t  and inconclusive Government action. 

1.29. l 8 e  Committee stress that Government should pursue thig matier 
c o n b i v e l v  so that the Delhi Mik Scheme is enabled to function emckntly 
a ~ d  with the requisite flexibility in the interest of improving the service, 
reducing the overbeads and cutting oat the losses to the extent prrsible. 

1.30. The Committee have no doubt that In brin~inq forward the 
legislation Government would keep in view the nccd for havim oncs unified 
B h  for procurement and d i i i b u t i m  of milk so as to reduce the over- 
)ea& & I I U ~ ~ ~ ~ B Q  tbe facilifies available to the public parficelarlv t h e  
belonging to poorer a d  weaker sections of tbe society. 



CHAPTER I1 

EXPANSION PROGRAMMES 

The main constituent units of the Scheme are: 
(a) Milk collection and chilling centrcs set up for collection of 

milk and its chilling before transportation to th; Central Dairy. 
(b) Central Dairy for processing of pastcurised milk and manufac- 

ture of milk products e . ~ .  ghec. butter. icc-creams. etc. 
(c) Milk booths for distribution of niilk. 

2.2. The following is the broad c1ass;fication of plant and equipment 
ill the milk collection and chilling centres and thc Central Dairy:- 

Milk rollecrion crnd chill it^!: rentrev 
(a) Storage tanks. 
(b) Chilling equipment. 
Central Dairy 
(a) Storage ranks for raw milk. 
(b)  Processing equipment (c._e. pastcurisers. homop i se r s .  etc.) for 

production of pastcuriscd milk. 
(c) Blending tanks for reconstituting recombinin_r milk with fat 

and skinlmed milk powder. 
(d) Rottling line. 
(c) Cold storapc for milk and niilk products. 
(f)  Plant and cquipmsnt for n~anufacture of milk products. 
(g) Milk tankers and milk vans for collecrions and distribution of 

milk. 
2.3. Thc initial capacity of the Ccntral Dairy was for processing 2.55 

Iakh litres of milk per day. In 1966 Governnicnt 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:- 

(a) Additional milk Storage tanks. 
(b) Expansion of the capacity of ghee and huttcr sections and pro- 

vision of c d d  storapc facilities for h e e  and hstter. 
(c) Installation of spray drier skimmed milk powder plant and 

equipment for production of casein. 



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 oT the remaining equipment was expected to 
be completed by the end of 1969. I t  was further mentioned that the cx- 
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 thc 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 Iakhs 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 D:liry Development 
Board also conducted a detailed survey with a view to examining the addi- 
tional facilities required in the existing dairy for augn1ent;ttion of daily 
through-put with skimmed milk powder and bitter oil to he available under 
the World Food Programme Project No. 61 8 ('Operation Flood'). In order 
to achieve this object. the expert recommended additional equipment and 
facilities over and above those already sanctioned in December. 1969 for 
handling 3.75 lakh litres of milk per day. In August, 1971 Government 
accepted the above recommendation and sanctioncd procuremcnt/instal- 
Iation 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 a h v e  referred expan- 
sion programme, the following aspects are relevant:- 

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 availablc. The Management, while 
intimating in November, 1974 the approximate dates of commis4oning of 



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:- 

SI. Nu. Equiprnent/iacilit). Date of installation! 
commissioning 

I .  I O  storaqc  lank^ ol' 15,000 litrrs capacity each ~)ecemi~er, I 969 

3.  (;liw and butter sections . . .March, 1971 

4 .  S 1 ~ r . i ~  drier skiinlricd milk powdcr plarit. . . ?'he plant was installed 
in December, 1972 but 
was con~misrioncd in 
February 1975. The 
commissioning was held 
up for want of suthcicnt 
quantities of milk. 

r,.  Cold storagcfor ghcc and white butter . . Junc. 1972  and 
Deccmkr, 1972 

7. Guld qturagc- iur ~ n b l r  butter . . Dc-cerribrr . 1974 

(subsequently intimated by the Scheme to Audit) 

2.10. As against the targct of distribution 3 lakh litres of milk per 
day envisaged undcr the first phase expansion, the actual average distribu. 
lion of milk per day was 2.57 lakh litres in 1969-70, 2.64 lakh liues in 
1970-71 and 2.76 lakh litres in 197 1-72. Similarly, the enhanced capacities 
of ghee and butter sections, etc. remained substantially un-utilised. 

[ln reply the Ministry have informed the Audit that though t h  
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 320,657 lit= in November, 1975. 



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 thc last week of 
the month. 

( c )  Non despatch 01 full supply of milk on account of sudden 
break down of the machincs. 

(d) Old age of the machincs which could not be cxpccwd to give 
perfornmancc upto optimum levcl.] 

2.1 1 .  N2ither any dct;~iled schedules for cornplet~on mu comniis- 
4oning of the various items of works wcrc draiin up by tlic Management 
nor were the figures of actual cxpcnditurc again\[ the wiciioned cstimates 
available. 

[The Ministry have inforn~ed Audit in April 1076 thdt the ligurcs of 
actual expenditure were av:iil.dble alongwith uork-wise 
estimates] 

2.12. The Memorandum for thc xcond phaw cx'pansion put up to 
the Expenditure Finance Committee has envrxaged that works connected 
with the Central Dairy would bc conipletcd bq Deccrnb:r 1970 and that 
benefits to the consumers would commence in the earl) part of 1Wk. A 
rcview of the progress made in this regard. howcver, indic~tetl the following 
features:- 

(a) The majority of the items were acquired init~~llc.d cornnksioncd 
from 1973-74 to July 1975. 

(b) The itenis mentioned below were not acquired!executed:- 

i , Lquipmcn~ for j rn~lk c<+llcct~on ant1 chilling c m l m  . . 211 f l  j 

[The Ministry have informed Audit in April 1976 thdt equipment 
for additional milk collection and chilling centres wcrc already 
available with the scheme from the c l t x d  chilling centres.] 

( i i )  Air-conditioning m i l  for t,uc~rr nil nrc~agc . . I! IN, 

v t  has been stated by the Ministry to Audit that the idea lo con- 
struct a butter oil storapc has been dropped as thc Indian 
Dairy Corporation ha5 decided to set up a ccntraliscd cold 
storage for butter oil.] 

(iii) P i p  fittinp . . . . . I .(A; 



[The Ministry have informed Audit in April 1976 that whatever 
pipes were required for installation of plant and equipment 
have been purchased and installed] 

(iv) Civil works for 7 milk collection and chillir~g centres. . . . 21-00 

[?'he Ministry have informed Audit in April 1976 that civil works 
wcrc not executed for want of adequatc funds and on account 
of ban on the construction of new buildings] 

(v) Civilw~rksfor wadling bay, scrvicc station for vehicles, additional butter 
oil melting room, cxtension of loading dock, roofing of 
wrap yard, racks In deep freeze cold store and relaying. 
ofwwrr symxn. , . . . 6 .  l y  

['Ihe Ministry have ~mforll~ecl A u d ~ t  In Aprd 1976 that the butter oil 
melting room 1s ahcacly in operation and thc loading dock has 
been cxtrnded] 

( c )  Thc lollowing items, though 1nsta1lcd:acquirrJ. habt not been 
comn~issioned utiliscd so  far (November 19761, 

[Srean~ pcncrators though commissiontxl in Janu;rry, 1975 arc still 
repxtcd tu be undcr trial] 

[The Ministry have infurnwd Audit i n  April 107h t h ~  311 the com- 
pressors required lor thc cxpan.;ion progr:ln~mc have already 
hcen prcxu~ed and installed.] 

[l'hc Ministq have infrmncd Aud~ t  in April I976 that the tmns- 
formcr tias bccn canmi.;~inncJ in Augurt lY75J 

(d) Against 250 milk txwths planned undcr the cxp;insion scheme, 
only 142 bcwths were completed and taken ovcc up!o July 1975. 

[Ihe Ministry have informed Audit in April 197t) [hut 184 milk 
booths wcrc sanctioned by Government in May 1969 and 
Doccn~ber 1972. Out of these 156 milk booths have already 
been conipletcd and taken over.) 



(el 2 items d civil works of abe value of Rs. 1.'78 lakhs were still 
(July 1975) in progress. 

[The Ministry have informed Audit in April 1376 Ihat out of the 
two civil works one has already been compktcd and the other 
is at a very advanced stage] 

2.13. The Management assigned (November 1974) the following gcna- 
ral reasons for delay in the implementation of second phase expansion:- 

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

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

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

2.14. The anticipation relating to thc procurement of additional quan- 
tities cf raw milk so as to attain the capacity of 4.35 lakh litres (3.75 lahh 
litres in the form of liquid milk and 60,000 litres of milk in the form of 
ghee, butter etc.) of milk pcr day ha,,. nor niaterialised so far (November 
1975). In fact, it will be seen f ~ o m  the details given in para- 
g~aph 4.1.2. that the procurement of raw milk &as constmlly on the decline 
cvan with reference to the level obtained in 1969-70. Consequently, *he 
projections of profitability envis:i@ undcr thc cxpansion programme 
co\,ld not also be attained. 

[Paragraph 48(3)  of the Kcport of thc Comptroller and Auditor 
General of India for thr ?ear 1974-75, Union Government 

(Civil)] 
2.15. In a memorandum dated the 21 October 1969, submitted by the 

Ministry ot Food, Agriculture, C.D. and Cooperation (Department of Agri- 
culture) for consideration by IExpenditure Finance Committee, it has been 
stated that the Central Dairy of the Schemc was installed in the year 1959 
with a rated capacity of 2.55.000 litres. Fimt phase of expansion of the 
Central Dairy to a capacity of 3.00,000 litres per day was approved in 
1966 and broadly covered the following: 

(i) Additional milk storag facilities including 6 storage tanks of 
15,000 litrcs capacity each, 4 storage tanks of 30,000 litres 

capocity each and 4 refrigerated milk storage tanks of 15,000 
H t m  capacity each. 



(ii) Spray-drier skimmed milk powder plan with a capacity of 5 
tons per day. 

(iii) Exprdns~m of Ghee Section from a capaclty of 3 tons per day 
to 8 tons per day. 

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

(v) Cold storage facilities for storage of 200 tons of white butter, 
I00 tons of table butter and 100 tons of ghee. 

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

2.16. It was stated that a part of the equipment under this expansion 
programme has already been installed to permit expansion of the liquid 
milk handling and other related sections and installation of the rest of the 
eyuipmsnt 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 197 1 popu- 
lation projection, the requirement of milk for Dclhi was estimated to k 
6,00.000 litres pcr d ~ y .  With a view to meet increased demands from 
consumers, the Ministry proposed the second phase expansion of the Dflhi 
Milk Scheme for having a through out of 4.35,000 Iitres per day (optimum 
capacity) from its present approved capacity of 3,00,000 litres of milk per 
day as follows: 

Bottled milk . . 3.50,- Jitres per  da 

llulk milk . . . . . .  . 25,000 ,, ., .. 
Spray Drier . . . . . . 6 0 , ~ ~  ,. ,, ,, 

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 Deparr- 
ment of Agriculture, and was found rcasonable. 

2.19. As rqards economic implications, the memonndum stat2d that 
"an additional quantity of 1,35,000 l i t m  of milk per day will be procurcd 
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 he used for 
conversion to spray dried powder. butter and &ce. The powder will be 
utilisd for reconstitution into milk in the kan summer season to maintain 
liquid milk supply at a steady level of 3,75,000 litres per day thou& the 
y6ar." 



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 Ccntrcs in rural arcas 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. 
The work relating to the setting up of the Chilling Centres was expecled 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 othor rclatcd equipment. is appended 
ro tk Memorandum for Expenditure Finance Committee, is given in the 
Appendix. 

2.22. The Audit paragraph mentions about (i) the cielay in the cornmi+ 
sioning of certain items which have been installed;acquired, (ii) the absencc 
of detailed schedllles for completion and commissioning of various items of 
works and (iii, in2dequate procurement of milk. 

2.23. Under thc first category come such items as stc:rni generators 
ammonia compressor, butter oil storage, spray drier plant. etc. 

2.24. The Committee cnquired from the rcprcsentativc of the Dclhi 
Milk Scheme whether it was a fact tlut the stcam generators, which wcrc 
commissioned in January 1975. Here still under trial. Thc rcpresent.11ivc 
of the Dclhi Milk Schcmc ha\ st:r:cd during evidcncc: 

"The idea of saying ?hat thc generators arc under trial is for the 
simple rca\on that fornial rn\pcction hy the MljSdkD throirgh 
whom the equipment has been purchased has not yrt hem 
completed. Till the in\pection is completed we cannot W y  
that .ve have fornmaily taken o w r  the equipn~ent. It is just for 
that reason that wc 11;cvc u\cJ this word. Otherwise thcy arc 
in regular use. Thc Boiler Inspector h s  inspected the equip- 
ment and it has heen 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 (onc for 
chilled water and the other for milk cold-storage) have been commirsimcd 
about a year and a half ago. There was a propasal for installing an air- 
conditioning unit for butter oil storage at a cost of Rs. 8 lakhs. M e  
Ministry informed the Audit in a written note that the idea to ~0nSlNCt 
a butter oil storape had bcen dropped as the Indian Dairy Corporation had 
decided to set up a centmlised cold storage for butter oil. 



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 $torage 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 sprdy-drier plants, the Ministry have stated in a 
written note that the proposal to purchase the spray drier plant was in~tiated 
on the recommentlations 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 installcd by December. 1972, but sotn.: 
essential parts which were integral part of the plant had not been supplied 
by the firm and without thcsc the plant could not be commissioned. It 
has also been statcd by the Ministry that due to adverse a g r ~ l i n i a t i c  and 
wide-spread drought conditions in the year 1973-74 the level of milk 
production and milk procurement u-a\ 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 
lor the purpose in the winter of 1973-74, the trials could not be canductcd 
till thc next flush season, i.e. winter of 1974-75. In this connection, the 
Committee desired to know whether the asailability 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 Conimittec h:ivc 
stated: 

"At that time ( 1964) the expansion programme of DMS and the 
setting of thc second dairy plant at Delhi were apparently not 
in view. Besides. a number of milk product factories h a w  
becn rstablishccl round Delhi during the inten.ening years svhich 
have ahorbcd v c n  substantial quantities of the surp lu~ 
milk that was available in the area. In view of thcsr drvelop- 
nienrs, and thc primary necd to first meet the tluid milk requirc- 
ments of Delhi city through the DMS as wcll as the secclnd 
dairy plant, the availability of surplus milk for the mmufacturc 
of products, including spra\-dricd milk powder, h;is naturitll- 
been substantially reduced since then. However. all possiMc 
efforts are k i n g  niadc to augnlent the level of milk prtxurc- 
ment and to the extent the surplus milk kcornes availahlc in 
the flush season. the spray-drier plant will hc uscd 3.; has dread? 
kn done since its commissioning. This plant. thereforr. is 
not functioning to full capacity and can only be espc'ted 10 
function in the winter season to the extent surpltts milk nftrr 
meeting the fluid milk requircmcnrs is i~vi~ilnble." 



2.28. As pointed out by Audit, under Phase I and Phase 11 Expansion 
programmes neither any detailed schedules for con~pletion and commission- 
ing of the various i t em of works were drawn up by the management nor 
were the figures ot actual expenditure against sanctioned estimates available. 
The Committee desired to know the reasons for this as also how the manage- 
ment ensured coritrol over the execution of @work. 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 commrs- 
sioning of various items of work was maintained during the 
first phase expansion progranme, as the works to be executed 
duriag the first phase were not too many. With the introduc- 
tion of second phase expansion programme and increase in the 
number of projects, the con~pletion and comn~issioning of the 
various items of project were periodicrtHy 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 Technical Officers 
assigned with th: execution of expansion programme keeping 
in view the dates of the completion of the programme. I t  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 1ndentstAiTs. etc. by taking follow- 
up action from the filcs from which the procurement 
action was indicated. The wholc 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 cmt on account of these delays, the Ministry have stated: 

"The execution of various items of work mentioned in the expansion 
programme was to k done through the agencies of CPWD 



(for civil works) State Trading Corporation (for import of 
machinery and equipment against Swedish Credit) the DGSdlrD 
(for the purchase of indeginous machinery and equipment) 
and the IDCINDDB (for the procurement of certain items of 
dairy development). The procurement 'execution of th: 
various items involved the prior issuc of expenditure sanction\ 
from the Ministry of Agriculture. The main reasons of delay 
were due to the number of agencies involved in the procure- 
ment of varioub items d machinery and equipment and the 
execution of civil works. The compiled data indicating tk 
increase in cost on account of delays is not readily availablz " 

2.30. In a memorandum dated 21 October. 1969 p re~a red  by the 
Ministry of Fwd. Agriculture. C.D. & Coop. for Ex'pnditure Finance 
Committee it has been stated: 

Full fledged expansion of the Central Dairy was not considerxl 
desirable earlier as the Scheme was facing difficulties in 
procurement of adequate quactities of milk. The Scheme hw 
since been successful in consolidsting its procurement pwition 
as a result of number of steps taken by it including considcr- 
aMe expansion of its area of prxuremcnt and implementation 
of 4 sets of Intensive Cattle Development Programme in 
milk shed. It has evolved adequate commercial flexibility !o 
procure a d q u a t e  quantities of milk for its present requlrc- 
ments and expects no difficultis in ensuring procuremcnt (4 
the additional quant~ties of milk it may require for its ertpan- 
sion to cover larger sections of Delhi's population. In addr- 
tion to assured procurement from the local sources. the Schcrnc 
has also made arr;mgcment\ with tht= Mehsana Disfricl Coon- 
rative Milk Prcxiuccn' L'nion I-td., Mehsana (Gujarat) to 
purchase upto 1.00.000 litre< of milk per dr~y during the flu-h 
winter searon and 60.000 litrcs pcr d y durin_p sun1mer. .4 
start has illready bccn made and about 12,000 litres per d.1~ 
is being obtained In refrigcratcd rail vans taben on loan from 
the Fisheries Division of thc Dcmrtmenr of Agriculture.Action 
will be taken for purchac of 10 rail milk tanhers for tmn%por; 
of the milk as a permanent arrangement. 

In view of the comfortable procuremcnt situation the Ministr! hw  
authorised the Delhi Milk Scheme to undertalc i w ~ c  of 
3,00,00Q litrcs of milk per day to cover the full capacity of 
the Central Dairy :tfter the currcnt phil~e of erpansion. Th: 
full capacity i s  expected to be reached within about thre: 
months. The Scheme has n waiting list of about 1.20.000 



applicants, out of which about 70,000 applications have been 
cleared during the last winter. The waiting list continues to 
expand further from day-to-day. Since the capacity of :he 
Scheme even atfer first phase 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 expandad milk handling facilities for the 
Scheme should be provided without delay." 

(iii) Procurement of Milk envisaged under Expansion Programme 

2.31. The Commitnee have been informed during evidcnce by thc 
Chairman. Dclhi Milk Scheme that the first phase expansion programnlc 
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 thc average of actual procur,:- 
ment of milk was far below the processing capacity of 3 lakh litres of 
milk per day envisaged under the first phase cxpiinsion and 3.75 InLh 
litres of milk per day envisaged undcr the second phasc cspunsion. The 
Committee enquired the reasons for the low procurement of milk. Ths 
Chairman, Delhi Milk Scheme. stated during evidence:- 

"The position is that in the years 1969 onwards the year\ 1072 
and 1973 were abnormally hsd climatically. Thc wmmer of 
1972 was severely adverse. After that it was followcd by 
drought conditions in the summer of 1973. The figure\ of 
agricultural production will bear it out that these two ysilrs 
were problematic. In most of the parts of the country thc 
milk production fell down sharply. 

Apart from those two years there arc two othcr important factors 
while we consider thc o u m l l  procurement position. In the 
peripheral arcas of E l h i  extending upto 300 kms. there :Ire a 
>trine of milk product factories, which supply milk products 
to the whole of the country Thcsc would includc factories 
like Glaxo. Ncstlcs, Vita, etc. They arc situated in the peri- 
pheral areas and draw milk from arcas from whcrc DMS is 
drawing milk. So. there iq tremendous competition for this 
milk. N o  douht. it is very good milk prcxlucinp area hut 
b e c a w  of these factories there is a l o t  of competition. 
People who make milk products have :I yood margin of profit< 
and they can afford to  pav a higher price than the DMJ 
because of the selling price that wc have f ixed in the interest 
of the consumer. The competition is uneven. Earlier than 
1970 it was not ncccssnry for them lo ect it liccncc under the 



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 bccomc difficult even to  have this 
condition complied with. One difficulty was competition from 
the milk product facrories; the other was the private trade 
who were able to pay higher prices. So whenever there was 
drop in milk production due to climatic or other reasons, 
the worst sufferers were us." 

2.33. The Committee wanted to know the actual procurement of milk 
oer day vi.w-vi.v the target of procurement fixed during 1975-76. In a 
writter? notc furnished to the Committcr, the Ministry have stated as 
follow:: . 

"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 N e w  Dairy Plant. The Seasonal 
shortfall in the level of milk procurement below the milk distri- 
bution requirements is made good by reconstituting milk from 
hutter fat and S.M.P." 

2.34. The Chairman. Delhi Milk Schcnic. however. agreed to the Com- 
mittee's point of view that the capacity to increase the supply of milk 
had been restricted duc to some difficultics in r c p r d  to bottling vlants. 
The Coninlittee furthcr asked whether thcrc \\.as any programnle to expand 
the bottling capacity. In reply the Chairman. Dclhi Milk Scheme. has 
stated during evidence:- 

"This bottling plant that wc havr procured this time is the first plant 
that is being rnanufacturcd in lndia at this level of performance. 
We are getting a bottlinp plant with a capacity of 24,000 
bottles per hour. This iq thc m;~rimum capacity plant which 
has been rnanufacturcd in Inclin. for the first time. Thih is a 
hiph speed bottling plant. hccnuqc it will improve the perform- 
ance and d s o  give :r certain rcscrvc capacity :tbout which we 
have a tremendous amount of difficulty. The utilization 01 
capacity which we have achieved is the maximum. These 
plants are being fabricated in lndia. It is natural that thev 
want about a year's time for every plant to be completeit and 
the DGS&D through whom thew 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 
stan coming when the difficulties which are there will be 



removed. We hope &at by the end of this financial year, 
the secomd plant win be installed. When the third plant will 
come, it will replace the 0 t h  two oM plaats." 

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: 

" k r e  are two aspects. One is that in 1970-71. probably, it was 
a little too early to replace the bottling line. The cast of 
these bottling plants will be Rs. 1 m e ,  one plant costing 
about Rs. 35 lakhs. Before making that order of investment, 
we would have to be very snre that d d  plants had no life 
left in them. In 1970-71, thev would have completed 12 years 
which is the normal period. w e  thought that wc should have 
a phased programme so that we can stretch the utilisation of 
plants to the maximum capacity. There was n technological 
assessment of the bottling plants. After that. we sent our 
proposals. The Government considered all thosa proposals 
and approved them. The DGS&D then proceeded with them. 
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 year. for 
the last 17 years. to keep them in operation round the clock 
so that thc milk production is not jeopardised." 

2.36. Explaining further the reasons for not envisaging the replace- 
mcm of botthng plants at the time of drawing up the second phase expan- 
sion prryamrne. the Chairman, Delhi Milk Scheme funher 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 he reflaced." 

2.37. In reply to another query as to whether the present bottling 
plant would be aMe 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 facilitlts 
also. Some machines, the separators a d  clarifiu~ 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 brougbt from Western Europe, these things apart, 
there is no other problem." 
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2.38. $ @ W $ p d  abopt the lift of the bottling h, the (%than, ~ i h i  Milk schme iaf~fmed tho conunittee during aridotrs i m d a : ~  

"There ace five sets of bottling machine9 and equipment each of 
w M  we call bottling lines. Three out of the five sets of 
bottling machinery and equipment were purchased and installed 
at the cornmancement 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, wc 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 normalIy, 
it is expected to last for about 12 to 13 years or so. That 
depends on the conditions of their korking." 

2.39. Refemng to the integration of operation tiood 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 thc expansion programme of DMS. He sub- 
mitteQ 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 ms prepared in 
1968-69. At that time things as they obtained in 1971 could 
not probably have been anticipated in all aspects. Tbere 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 litns as a result of the expansion programme." 



2.41. Even before the first phase of tbe expansion programme wbicb 
cms .pprovcd ia 1966 to provide lbe Central Dairy wite a capacity of 
3,80,@00 Ptres per day, bad reached (be final stages, the D.M.S. embarked 
en an .mbdliaus programme in 1969 of having a throughput of 4,35.000 
tir6ns per day (optimum capacity) on tbe basii of 1971 poplation pro@- 
tians. 

2.42. In M r  memorawlam dated the 21st October, 1969, for the 
~xpen&ture Finance ConmWee, the MWshy stated that a part of fh 
eqaipment under dhis expansioa programme bad already been instalIed to 
p e d t  expBlPSiOn of the liquid milk kruadling and other related sections 
ad hstaIlation of the rest of h e  equipment includii  the spray-Mer plsmt 
was expected to be completed by tbe end of the year 19M. Tbe Ministry 
contemplated the completion of the ontire expansion programme second 
pbase) including construction work and installation of plant and machinery 
at the Central Dairy in about 12 to 18 montbs. Tbey stated that instal- 
lation of Mi* Collection and Chilling Centres in rural areas was likely 
to take about 12 to 24 months. It was programmed to complete tbe 
work connected witb tbe second pbase expansion of the Central Dairy by 
December 1970. 

2.43. Bot the chinks in the whole scheme were soon discernible. As 
pohted out by Andit, the average of actual procurement of milk was far 
below tbe processing capacity of 3 lakh litres of milk per day envisaged in 
the first phase expansion and 3.75 lakb litres of milk per day envisaged 
under tbe second phase expansion. According to the Ministry, adverse 
agro-climatic conditions and carmpdition from milk product factories in the 
peripheral areas of DeIhi npset their caiculations and the targets of pro- 
carement couid not be rescbed. Tbe Committee are surprised that wbile 
estimating the procarmeet targets, tbe Ministry had not taken note of 
lJkse factors whkb bldbited the sopply of fluid milk to (be Central Dniry. 
Tk Cawnittee consider tbis to be a serious ommission. 



2.46. Although the second pbase expansion programme was envisagtd 
to be completed by December, 1970, the Committee find tbat rmrjorily of 
the items included in this programme were acquired~instaIled(commissi0ned 
during 1973-74 to July 1975. A number of items wbicb were included in 
Phase I sueb as four storage tanks, spray drier skimmed milk powder p h t ,  
casein plant, cold storage for gbee and wbite butter and cold storage for 
table butter, were completed during tbe years 1972 to 1974. Several items 
including equipment for milk collection and cbilling centres, air condition- 
ing unit for butter oil storage, civil works for milk collection and cbimg 
centres etc. of tbe total value of Rs. 65.70 l a m  were not acquired/execu- 
ted. Apart from these, there are other items, such as steam generators, 
ammonia compressors, rail milk tankers, of ihe total valne 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 b? 
Government tbat a @ s t  184 milk booths sanctioned in May 1969 md 
December 1972, 156 milk booths bave been completed m d  iaken over 
bill April 1976. All these defxiencles/detays m tbe execution and changes/ 
alterations at a later stage* leave no doubt in tbe mind of the Commitfee 
tbat the whole expaasSon proppunme was not properlp plamted and no ws- 
tslned ctrorts were made to acMeve the physical rem~lts. 

2.47. One of the reasons adduced by tbe Ministrj for their delay in (be 
execution of various items of work during the second phase expansioa 
programme is the procedural difficulties in obtaining Government sanctloas 
for award of works and involvemeat of rt number of agencies viz. the Ceniral 
Public Works Department for Civil Works, State Trading Corporation for 
import of machine9 and equipment against Swedish credit, DGWD for 
the purchase of indigenous machinery and equipment and tbe lndiaa 
Dairy Development/National Dairy Development Corporalion for the pro- 
cnwmemi of certain Items of dairy developmeat. Tbe Committee are not at 
all convinced wits the agomenis advanced by the DMS/Mlnish~. Wbik 
planning a pra)ect of ibis dimension, tbe Mlaisiry/DMS sbonld bave trLo 
a conclaeive actlaa to cflect coordination beiween tbe Delhi Milk Soppv 
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2.480 AS *&d out by Ad& &em rrcavr no detailed dcbcdrlee lor 
CQmPletiOQ md -ning olE 4 k  vYiotLI iQs rb w t t ~ ~ ~ ~  wme 
m s  of a c w  w b *  SMdhMd estimates avaihbk Tbe 
~ ~ ~ s P r p i a e Q ~ ~ s ~ l d e r n e n t l a r d e b y t h e ~ p m e m t o t l v e o f t h e  
-bry -@ e v i b  tM "no ~ h r l i s e d  ecLcdale to regdate & cam. 
Hetion and commissioning of various items of work was m a h w d  during * ftst p6rrPc erprnsion prog- as !he works to be executed during 
1Le 6rst phase were not too many". With regard to the second phrun e- 
sim p-me, the arrangement made by the M i t r y  to review @ 
p m  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. Tbe Committee ace convinced that bad a time-bound 
prograarme been drawn up and a careful vigilance kept over the execution, 
the scheme would have proceeded at a much faster rate and completed well 
i. time!. 

2.49. The responsibility for drawiog 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 departmenta1 undertaking under the supe~ision 
of the Miaistry of Agrirulture, that Ministry should have also seen to it that 
an integrated scheme was drawn op and PERT chart identibkg crucial 
.reps for ensuring timely progress prepared and effective action taken to see 
lhat fbe scbem~ was implemented in an integrated manner as Per a time- 
bosnd programme. 

2.50. The Committee desire that the residoal items of work relatiq to 
fie s e d  expansion programme should be expeditiously completed SO 
(hPf tbere is no le t sp  in the apply of fluid milk to the citizens of Ddhi 
who are in desperate need of milk sopply. The Committee f u d k  desire 
h t  goick .sses~meat &OEM be made about the pmgress of the second 

crp.llsion seLmc wit t~  a vim to .I p 4 u - l  I o ~ P ~ Q ~ - *  WM 
co-Mee a desire u t  a periodical examieation shoold be made of an 
& plnets md m w m ~ t g  M d  at D.MS. dB a view to a . ~ ~ s  
p l o ~ ~ ~ ~  a mfrrerc to their instaUed capcilJ. Deficimcwh if mY 

such hpedaw, sboakl be promptly rectified- 



Audit Paragraph 

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

3.2. Procurement of milk is 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 Mebsana 
District Coopetative 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-u-vis the targets of procurement fixed by the management during the 
yeats 1969-70 to 1974-75:- 

3 1 



Milk procured in l.lrhr of litra pa day 

Tmga ARlorJ 

3.5. I t  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 Managemeat by the use of skimmed milk powder and butter oil as 
per details given Mow: 
- -  

(Quantity in tonnm) 

Year Skimmed Direct Total Burer oil 
milk powder purchase supplied 

Z P ~ 0 r l d  
under W d  

Food 
Food programme 

proqramme 

3.6. Wbilc sltimmul milk powder and buttet oil d v t d  as gift from 
& World Food Programme did not involve outgo of foreign exchange, 

of skimmed milk powder by direct purchasa nsultd in outgo of 
foneigP exchange of Rs. 716.70 lakb based on average c.i.f. costs durlng 
1972-73 to 1974-75. 



(a) As a reablt of adverse climatic conditiolos which pre&ed 
in the summer of 1972 and were followed by widespread 
drought ~&M~oDs till the summer of 1973, the production of 
milk temporarily declined steeply in the milk shed areas of 
]Daltli Milk Scheme. 

(b) With the decline in the production and availability of vegetab& 
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 kn 
the country. 

(c) 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. I 

3.9. In connection with procurement of milk, the following features 
deserve mention:- 

(3) The targets of procurement were generally fixed with reference 
to the performance of the preceding year and the eommlt- 
rnents made or likely to be made by the contractors collectively. 
No targets were fixed in respect of co-operatives and depan- 
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. 



3.10. The co-operative societies are amp! f r o ~ p  paymcnt of security 
d @ ~ i i  an3 levy of penalties and nrt also paid mm.missi~n of rupee one 
over and above the rate payable to tbe- contractors., ' 

, 

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

(i) While the contractors of Bullandshahrir and Meerut having 
wmmjtments to supply ten or more than ten quintals per day 
fulfilled their commitments to tbe 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 6f 
Gurgaon was 101.3 per cent for those having agreed to s u m  
ten quintals or more per day and 92.6 cent for suppliers 
with commitment of less than ten quintals per day. 

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

Avcragc. prwuremr nt 
per day (in lakhs of 

liirc: j 

(c) Tbe Scheme does not compile statistics relating to the procure- 
ment of milk area-wise and agency-wise. Tbe informatiol 



Gurgaon (Haryana) . 2.75 2.52 2-37 1-98 0 93 1-14 

Meerut (UP) . . 2' 75 2-  29 1'99 1.9 1-07 1-68 
Matbura (UP) . . Departmental procurement commenced w~th  effect 

from 1974-75 0.09 

Sonepat (Haryana) . Do. 0.03 

State Agencies . Do. 0.39 

Private Agencic. . Do 0.36 

TOTAL . . 7-20 6.52 6.18 5-86 2-68 5-64  
-- 

Notes: 1. At Bikaner, Mathura, and Sonepat, procurement is made by 
the scheme departmentally. The procurement at Karnal is 
through co-operatives. 

2, The figures for 1969-70 to 1973-74 do not include the d a t ~  
relating to supply of condensed milk from Mehsana. 

-4GENCY-WISE 
(Quantity in lakh quintals) 

__-___. . .- 
Year GURGAON MEERUT - 

Contracton Co-operativa Contraclors Cooperativa . --- 
No. Quant i ty  Xo. Qwntity No. Quantity Xo. Quanti 

Wf5?7o N.A. 2.70 N.A. o.oj  N.A. 21.61 N..4 0. 14 

197*73 . 89 1.70 ag 0.28 141 1-91 12 0.05 

1973-74 . N.A. 0.86 N.A. 0.07 NA. 1-05 Nh. 0.09 

1974-75 N. A. 1-14 N.A. 0.004 N.A. 1.66 N..4. 0- 09 

Nora : I .  The number of contncton and coopcntivcd in mpcct of BulMdshu tc- 
gether with the q w d t i a  procumd fmm t h e  agencies separuely 
wae not campiled by the Management . 

a. The data relating to number ofcontracton and roopam~.crfor r e m  
1979-74 and 1974 -75 had a h  not bren compiled. 



(i) The bulk of tbc s u p h  of raw milk is procured through the 
agency of amtfaetors', mppbs through cooperative sodetics 
f o d  an insi@mnt proportion of the total milk procur- 
gd Similarly, departmental procufcpntntl of milk was also 
ocglieible in 1969-70, 1970-71 and 1973-74. 

(ii) Supplies through contractors in Meerut District of Uttar Pra- 
desb and Gurgaon district of Haryana showed constant dec- 
line in 1970-71 to 1973-74 over the data for 1969-70. 
Howem, there was some i r m p r o v ~ t  in supply of milk 
during 1974-75. 

(i) Overall procurement of milk from Bulandshahr district d 
Uttar Pradesh declined sharply to a level of 0.55 lakh quin- 
tals in 1973-74 as compared with the range of 1.31 lnrh 
quintals to 1.57 lakh quintals procured during 1969-70 to 
1372-73 and 1974-75. 
There was improvement in overall procurement of milk from 
Bulandslhahr (Uttar Pradesh) Gurgaon (Haryrqha 1 ,  Me- 
(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- 
lection and chilling centres. Thereafter. the data are, howtver being 
collected from the Directorate of Economics and Statistie, 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 qpintal in 1972-73, between Rs. 100 and Rs. 1 33 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 
rmppliaB 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 purchase price af milk was being determined primarily 
ing to the txxmomic law of demand and supply and also taking into con- 
sidefation the seasonal variations in milk production and general trend 
fn marScd prim of milk and milk prodocta etc. Since February, 1973. 
tbe @CCIB were fixed after twg into consideration the approved whole- 
dejrctail prices of agricultural commodities cattle feed milk and milk 
prdncts. dc* 



3.17. In paragraph 3.33 to 3:36 of its Sixth Rcport (1971-72) ths 
Mi Accounts commi#ea had inter ulia rsconm#ndcd for taking np 
pqniak~ xneasurae to stup up procufement of raw milk. The M h k r y  
while accepting the b v o  rcammmdation, the Committee of 
crrtain mc88ures adopted in this regard vide parapragh 1.17 of the Corn- 
mittet's FIftySevcnth Repoa (197273). In Nwember 1974, the 
Management also intimated to Audit the details of measures taken to 
augment the availability of pilk tor the Scheme. An appreciation of 
the measures intimated by thc Management is made below: 

I .  Covernmcnt is considering the legal & The measures are . t i l l  (November 
administrative measures to prevent dlver- 197j) under consideration. 
sion of milk from the milk shed area of 
the Scheme to the product factories. 

[The Ministry have stated to Audit in April t 976 that the Ministry of Industrial h e  - 
lopment havr notified :hat the milk procurement areor of the Industrial Undertaking engaged 
i n  the manuSacturc of milk food and malted food would be governed under the Regulatory 
Proviiiona of the Industrial Regulation and Development Act, 1951 and dm entering mcb a 
c l a w  while iauinglicences. Aa then are no provisions in the .k t ,  to take legal action for the 
infringement of thelicence conditions Government is considering a suitable en.ctwat] 

2. In  accordance witb the provison made This r q u a t  was made during November 
under the H'orid Food Programme project 1973 to Januar). 1974 by the Schane. 
No. 618 (Operation Flood), the State State Aqeocics of H a n m ,  Rajnsthan and 
Covanmcnta concerned with the Scheme's Uttar Pradrsh sup lird o - g ~ )  lakh quintals, 
milk rocurcment area viz.. Rajasthan. o .  1 3  lath q u i n d  and 0- 16 lakh quintals 
U. P. Ra-a and Punjab wrc requested of milk repcctivelp during 1974-75. 
to commence bulk supplies of milk to the 
Schenlc. 

[The Ministry have stated to Audit in .April 19.6. t i n t  P u ~ j z b  Diary Dwelopmart Cor- 
poration h a  now o f l e d  to supply one tanker of milk daily of the Scheme. The trampor- 
ration mangcments and other formditia arc being worked out] 

3.  (a) The milk rocurement policy was The n t i o d s a t i o n  and libaalisation date 
m t i d i d n d  iberalised to cncour- to the fixation of procurement prica .Rcr 
w e  i n c d  supplies of milk to the taking into account not only market rates 
Scheme. but dm p r i m  of feed fodder, etc., i n a u ~  

in the commission payable to the connrrc- 
(b) 1- i n  the a w q e  annual pur- tors and cuoprrativa reduction in sonuicy 

chuc p r i m  of milk by 1 5  pe-t to depariu of the conhcton, introduction 
go percent in 1974-75- ofslab system d penal1 a8 a p h t  

uniform ntc and dunB d p t y  r 
userhodr l lwumadegood.  e i m p u t  
of these mawcs could not k & 
in audit for want of data relating to dd.ult 
in rupplia, .etc., mdE by contractorr/ 
co-operativtr~n 1974-75. 



- --- 
4 . b i  " - 

4 Speci.l i-tiva and d a a a  to en- Tbae mfu to payment ofhigher rate d 
corfrrrge formation d mare cwpaotiJcr commigibn to the cooperatives, fixation of 
in tbc Scheme's milk shed area. the ,percentage of supplica in l w  ~tua. 

at  a rate lowu than that applicnble t o  
contmttors, non-deposit of security etc. 
In  the absence of data relating to milk 
supplied by the cooperatives in  1974-7 
the dfectivc-ncss of this measure c w k  
not be d. 

5. Famulath of ial Scheme for cattle This refers to the utilisation of funds agree- 
develo ment a a z a i r y  extension i n  the gating Ra. 53.97 lakhs payable by the 
mil l& arm d S c h m r  to be financed scheme to C;ovc.rnment for the supply 
from the funds generated under World of skimmed :nilk p~wder under projects 
Food Rogrunme Projects 233 m d  348. 223 and 348. The original acheme 

sanctioned in Scptanber 1970 for the 
utilisation of thcac funds \\?as not imple- 
mented and a revised scbemc was drawn 
up in  April 1972. This was fonnnlly sane 
t i ond  hy Government in January 1975 
and aims at additional procurrment of 
40,omi litrcs of milk pcr day. Tlw scheme 
is yet (November 1975) to k impir- 
mcntcci. 

[The Miniray bave stated to Audit in April 19'16 b a t  bulk of the amount of Rs. 5 3  97 
I8kbs willbe utiliscd by the end af March, 1976) 

6. Promulgationof Delhi,MeerutmdBuland- In earlier years, the mardacture and export 
&du Milk and Uilk p r o d u c ~  Control Order of Milk and milk products ouuid the 

1974 with effect from In April. 1974. notified areas was prohibited from middle 
of hlay to middle of July. This period w u  
attended under 1974 Ordu  from 1st April 
to rat July. Further ban on apart d 
m i d  out oftbenotified arcuwarcxtcMdtd 
to 3xst Dcamber, 1974. I t  is not pc4ble to 
quantify the incrcasr in aupplica as a 
mut t  of implementation of 1974 Order 
done. 

7. Commencement of departmental pro- Thc frcmb areas of milk lop@ during 1974-75 
currment of milk, on a large scale from the were Mathura (U.P.) & Sonepat (Huyana) 
frab areas. The total milk procured from thcsc a r m  

during 1974-75 war only 9166 quintals and 
2662 quintalsrerpctively. 

[Paragraph 4 (4. I . r .- . r .g )  of the Report of the Comptroller and Auditor General d 
~a far h e  year 1974-75. dnim ~ c m m c l l t  ( ~ i v i l ) ]  

' 3.18. Rtfating to the targets fix@ by the Delhi Milk Scheme to 
jxocurc milk for thdr Dairy, the Committee desired to know tbc basis 
on which targets were fixed by them. Tht Chairman, Dcihi h4ilk Scheme, 
hrr stated dariag evidsacc: 

% tatget is ftxcd for purposes of budget because we have to 
. .- pmv& certsin sums of money tor procurement of milk and 



milk ingtedients WLe butter oil and s u  milk powder. 
We have to anticipate how much fkesh--& we can get and 
thorefore, how much skimmed milk powder and butter oil 
wouId bo required. Then, we have a fair judg&nt of the 
weather conditioqe that would prevail in the next year. Talc- 
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 siq 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 o f  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 litre. per day. The total quantity of milk procured during 1975-76 
was 776.50 lac litres. Agency-wise figures are given below: 

Quantutv in Percentagr of total 
lac litrm procurement 

source-wisc 

( I )  Directly from Lrrnws dcp.zrtmrntally. . r 66.84 

.To) Cooperative Societies \ 
(R)  Rmivcd dirvctlp by D.M.S. and through 

State agencies. . 190. W 31-54 J 53'4°1 

(b) Diverted to Second Dairy Plant. . 54. W 

13)  Milk Proruml from cmtractws. 364. 72 46. 97 

.TI& include 0.148 lrkh litrm divert .d to 2nd Dairy 



3.20. Explainlllp the masons for lw ~ r o c e  of arilk in the past, 
the Chairman, M k  Scheme has stated dudng evidooct: 

'The probltm bccmc 09 acute fiom 1970-71 onwaqls, because 
&e capacity of tht e-g nhih product factories expanded 
One or ttvo IBCtorî es came up in tBe vicbity of Delhi. Tho 
position worsened in all areas. The climatic conditions wae 
adverse and the availability of milk fell &nskierably. We 
took up the matter with our own Ministry and the Ministry 
of Industrial Development. For the last 4 years, there has 
b a n  continuous correspondence going on; & we had a 
series of meetin@. 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 Committee, 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. In reply the Chairn~an of the Delhi 
Milk Scheme has stated during evidence: 

"When the DMS came into existence 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. Subsequently, 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 reservecl 
wear erclnsively for mifk procurement from the cooperatives 
or from the farmers, no intermediaries being involved. With 



all these m~urt8r the parcentage of milk procured in 1970- 
71 from the cooperative societies or State agencies which 
wm around 8 peg cent of the total has, in the quarter cndiig 
March, 1976, now risen to as much as 68 per cent, which is 
above a ten-fold increase' in percefitage' and a vay  substantial 
performance. We are continuing to make these efforts. The 
maig difficulty is to put these societies on a sound economic 
footing. That has to be done by the State Governments 
concerned with the help of the Central Gwernment and agen- 
cies like the National Dairy Development Board who are send- 
ing spearhead teams. Already we haveRaken 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: 

Statc District Contractors Direct from 
farmw 
through 
Coop. Statc 
agcncia. 

(Figure-3 of mi lk  procurement in lakh 
litres) 

U.P. . . . . . , . . hlecrut 106.13 29' 56 

Etah 7' 34 . . 
Alathura . . @*% 

Agra . . 9,46 

Rajasthall . . . . . . Bikanrr . . 9 6 - 1 3  

Jodhpur . . 17' 98 



Ambala - 
Rohtak . . 

Jullunder . . 
Ferozepur 12- 61 

. Delhi - 

Milk procured by Delhi 
Milk Schrme : 

Milk diverted to Second 
Dairy Plant : 

- - - - -- - --- 
Daily milk procurement : 2- 13 laclitra. 

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 miIk 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 ctloperatives were fixed by D.M.S. Explaining the reasons for this, 
the Chairman. D.M.S. has stated during evidence: 

7 'hc  position at present as far as all the cooperatives that are func- 
tioning in this area are concerned is that they are giving milk 
either to the DMS or to the cooperative agencies or to the 
State Dairy Corporations like Haryana and Punjab. There all 
the milk of tbe cooperatives is being picked by the State Dairy 
Caporations. In U.P. the provincial Dairy Corporation is 



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; IUL 11 IS rathcr remote. We have to 
form more cooperatives in ,,n orcanized way. The Govern- 
ment is trying to do it during the last two years. There were 
the Operation Hood and other special programmes to form 
these cooperatives. We have given an open offer that as and 
wnen they arc formed, we will pick whatever milk they have 
and we have given a number of concessions." 

3.27. I n  reply to ano:hcr question, the witness has added: 

"Certainly we can hnvc a target but till now there has been so much 
of :in unccrtninty about it.  because when wu were developing 
the cooperative societies, we could not anticipte the results 
of the enwing year, so far a s  this effort wa5 concerned. But 
from now on, we would formul:~!e a separate target for coupe- 
ranve societies." 

3.2'3. Thc Comrni:(:c. dcsircd ;r. i:r.,~u 111; to;d number o! orpnised 
cooperntivc sc~icties functioning within the D.M.S. arcns and how many of 
them were supplying milk to thc Dclhi Milk Scheme. The Ministry in a 
note furnishcd to thc Cornmittce hive wted  as under: 

"Th2 total number of oiganised societies functioning in the D.M.S. 
Shed Arca is not availaM~ i\ith us. Houever. the position 
about the supply of milk to D.M.S. by the cooperative ~ncietirs 
in thc St,itcs of Haryrlna, Rajasthan. Punjab and Uttnr Pradesh 
is given below:- 

( i )  Harvmci: ,411 the milk rcccivcd from Hnryma Dairy Dwrlop- 
men1 ('n-o:~eratinn i ;  frc.ri: (-,~-clp~.r;lti\es Sx!c!ies of the rnilk 
producers in the Distt. of Gurgaon. Rohtak. Sone?at. Karnd. 
Jind and Bhiumi etc. 

( i i )  Raius~l~uurr: The total quantity of milk k i n g  received from 
Rajasthan is through the Distt. Cn-clptlratives of Bikmx, 
Alwar. Jodhpur. Bhilwnra. Jaipur etc. 

( i i i )  Pitrtjuh: We arc receiving milk from Doalla Cmperativc Milk 
producers union, Jullundur, from their M.C.K.C.  Khatkhar- 
kalan and all the milk received from P.D.D.C. from their 
Ludhiann Plant is collected through Cooperative Societies. 

3107 LS--4. 



(iv) Uttar Pradesh: Besides, Pradeshik Cooperative Dairy Federa- 
tion we are receiving milk from prinlary,t'sccondary coopera- 
tive societies at our M.C.K.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." 

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

"We have adopted a by-law under which nobody can he o 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 he a member of the 
cooperative society. In this way. the cooperative society 
remains as a producers' society, not n contractors' society. It 
is for the State Government to see that this particular b\-law 
is adopted and enforced by the coopcrrtli\e socict~ in cmicr 
to see that there is no charm of any t~.:~cfcr or contractor 
coming into this type of cooper;lti\cs." 

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

"When we came into the picture of organising the rirht type of 20- 

operative societies we found that in many of the States, in m n y  
villages and districts, there were societies which were not really 
producers' societies. Therefore. uhcrever u e  are organis~ng 
cooperatives for the Delhi Milk Shed or other dairicq in other 
metropolitan cities, we discuss it with the State Governments 
and tell them to change the by-laws. Instead of dcpendinp 
only on the persons who are repistering the society, from I.D.C.. 
we send a team of persons there to see that thc coopcratives 
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 nhat arc 
called the unions. It is two-tier system I t  has proved very 
successful in various districts of Gujarat. Wc have adopted 
it as a model to be implemented in other States. Whrrevcr 
we have so far organised these societies on this pattern, there 
is no problem of contractors coming in. IVe nre persuading 
the State Governments to form similar socictics." 



3.31. The Committee enquired how far the Government bad been suc- 
ccssful 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 haw made conxrtecl etiorts to ;qanise the primary milk 
cooperatives and district cooperative societies of milk produ- 
cers in the District of Gurgaon, Sonepat, Rohtak and Krrrnal 
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 Coopcrati\e Federation of Uttar Pradcch 
under the "Operstion Flood" Programme has organised milk 
collection through co~)~t.~. ,~t;vt .  societlcs in Meerut District of 
Uttar Pradesh and has executed 3n agreement for supply of 
milk to the Dclhi Milk Scheme and Mother Dairv ot the 
Indian Diarv Corporation. Si~n~l;iily ~nili, coopsratiirls J! l i l -  
lage leave has 3lso k e n  orpmiscd in Punisb & Haryana and 
are supplying milk to D.M.S. uhenevcr it has been surplus to 
their requirement specially in \!'inter season. 

The procurement of milk through the cooperntile societirr; d i h c t  
cmpcr;ltivt\s etc. is on the incrcasc ns tvoulrl k observed 
from the figures of milk procured from them in rhs last tag 
years. 

3.32. The Committw enquired whether it  was a fact t h r  tbe 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 cooperative office bearers have func- 
tioned practically as contractors: where the coopmtives did 
not have a base in the villnge or at the grass root levels. They 
function like a contractor and sell the milk to private parties 



wther than to  DM$, but then such cooperatives do  not rcally 
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, Cooperative 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 funnel surplus milk to thc 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 rcnl sensc." 

3.33. The Cornmittec. asked about ?hc c:~ncessions given to the 
C*opentive societies. The Ch3irrnm of the Dclhi Milk Scheme has 
stated: 

''We give certain concessions to the coopcr;ltive~. The first conces- 
sion is the higher rate of cnmmiwion. bye p:~? one rupee more 
t o  the cooperatives than the normal rate of cornrni.&m. 
Then normally. the supplies have tn kccp a ccnain sccurity 

deposit with us. The! have surplus milk in winter. But 
they do  not want to suppl!- full quota of milk in sumrner 
hecausc they get 3 bc'tter price in the open mnrkzt. Wc tie 
them through 2 round-the-icar supplj contract by cctting 
securiry deposit and rctnininp somc milk pricc from thcm. 
For the cooper:itivcs. we have rclased the wcurity dcpoiit 
condit im. o wcurity deposit is taken from them. \Ye 
presume that the coopcmtives will try to fulfil thcir aprc:mcnt 
that they will givc us all the milk thcv handle and that they will 
not market it to anybnd! else. Thirdly. about the penalty. if 
they give uq :dl the milk t h ~  they arc handling. wc do not levy 
any penalty. If the contractors do not fulfil thcir quota. we 
have a p d e d  sealc of pcnaltv which we levy on thcm t o  
prevent them from diverting milk to the apen market. We d o  
not levy any penalt! on the cooperatives provided they give us 
all the milk they are handling." 

3.35. The  Audit has pointed out that in thc ahscncc of data d a t i n g  to 
milk supplied by the co-operatives in 1974-75. the effectiveness of these 
measures could not be assessed. 



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 mly  the contractors but also other vested 
interests. 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 union at the district level 
provides the infra-structure for procuring, processing and 
distributing milk. The union has also a cattleteed 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 
recommend 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 bepnning. Gradually we have o rpn ixd  very good socie- 
ties, 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 
Governments did accept it. But what happened was this. 
The implications of it meant that the organisation had to take 
over thc management of thc 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 h ~ s  
bccome quite successful." 

3.37. The Committcc desired to know whether the system of 
procurement and distribution of mill, as adopted by Anand Dnir~cs had 
bccn adopted by thc Indian Dairies Corporation. In rcply, the Ministry 
in a note furnished to thc Committt'c have stated: 

"Anand Pattern is based on thc' ccmpc'rativisation of dairying. Thc 
beginning is made by defining a milkhed area having 1,25,tXH) 
milch anmlals distributed in v ~ l l i ~ ~ r s  uhich. c>n :in :lverage ha\c 
200-250 milch animals. The primary milk producers in these 
villagcs are orpnised into villagc cooperntive societies. Initial- 
ly these societitx arc providcd with thc capital equipment 
required to start the sncicty and for the quality testing of milk. 
Such cooperi~tive societies are fcderatud into a district level 
cooperative Union. Rye-laws of the societies are such that 
only actual milk producers can bccome the members. For 
effective working of the society it emplovs a staff of 3-6 
persons depending upon the volume of milk produced. 
Executive Committee of the society. consisting of nine 
honorary members. controls the functionin_p, liabilities and 



assets 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: ti~iiely transportation of 
milk from the societies, twice daily, through hired trucks 
processing and marketing of milk; and in addition provides 
maior inputs like balanced cattle feed; liquid/frozen semen for 
artificial breeding of tnllch aninisls. vctelinary and preventive 
health cover, subsidised fodder seeds, calf rearing subsidies 
etc. The district union owns the Dairv Plant. the Cattle Feed 
Plan and all ether 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 Annnd Pattern dairies are rural 
feeder balancing dairies thc volume of fluid milk distributed by 
such dairies is limited. 'Anand Pattern' howver, advocrttes 
distribution of prozesscd milk in bulk i!i sans i~ndlor throuch 
the bulk vendins machines. These bcing the niost 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 rcspcct of almost all the 
milk projects supported b j  them in various State." 

Procurement through contractors 

3.38. At present the Delhi Milk Scheme is procuring the higcst quantity 
of milk from th? Contractors as compared with cthcr 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 year. 

3.39. Comparing the advantages of procurement from the Contractors 
as compared to other agencies. the Chairman, Delhi Milk Scheme ha5 stated 
during evidence : 

T h e  contracrors have certain advantages over Govcrnmcnt as well 
as cooperative organisationv. They have flexibility of action. 
( 1 ) they can offcr 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 b l h i  and Meerut 
are such that they will be able to fetch much higher prices for 
that milk. (2) they are not very quality conscious. If the 



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 loam. Most of these 
contractors give interest free loan. But the Government or- 
ginisations cannot give such loans. Nevertheless we have 
been able to procure record level of milk this year and even 
in the lprevious year. We have also earmarked areas where 
we will not allow any contractors to supply milk to us. We 
will buy milk 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 Sc'heme takes care of 
about 45 per cent of Delhi 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 Dclhi, Chandni Chowk and Joshi Road 
ctc. They bring their milk there. They have provided retail 
distribution depots for the supply of milk. Thcn they supply 
milk to individual householders." 

3.41. Asked to state how tbe contractors were able to pay attractive 
prices to the producers, the Chairman of the Delhi Milk Scheme has 
stated: 

"They are selling milk ;it Rs. 2.50 per litre whereas we are selling 
~t at Rs. 1.30 pcr litrc. M't  buy milk from the same place. 

They are not quality conscious. Wr. ensurs that the quality 
should bc good. Thcv cell milk \vhi,-h i h  not of the right 
quality." 

3.42. T h e  Committee have bccn informed by thc Ministry that in 
order to ensure that the milk supplied b! the contrxtors is of the requi- 
site quality as provided in the contr:lcts. deduction at the prescribed scales 
are made from the milk price in case the Fat & SSF contents in the milk 
supplied :ire below thc standard. Gentrally the quantities of sour milk 
and good milk containing either fat content bclow 5°; or SNF content 
bclow 80;',, if ncccpted. are paid for only on cream basis and no commis- 
sion is paid in rcqpcct of such quantities. In casc of contractors/bulk 
suppliers sour milk i q  heins accepted tour times durin? a month at reduced 
ratcc. However. w.c.f. 25-4-74 inste.d of 4 time5 the sour milk on 
penalty basis is k i n g  accepted N the fixed rate Iess Rs. lo/- per quint31 
for su#fly of milk equivalent to 3 days werage dnily supply during the 
calendar month and the neut three d:lys of  the fiwd rate less @ Rs. 15/- 
is accepted, while the remainin3 sour milk is p:lid on cream basis. 



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 1OC/t, 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 nason that these co- 
operative institutions are still in the nascent stage and have yet 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 thc drought-prone arcas d the Rajasthan St::te. 

3.44. In case the milk supplied is not chilkd according to the standard 
as provided in the contracts, penalties at the 'prescribed ratc are imposed 
and deduction made from the milk price bills. 

3.45. For the short supplies of milk, penalties at the rates indicated 
in the agrcement are imposed. For wceklv short wpplics nt milk uptn 
20n;,, a penalty of Rs. 5 - per quintal. for short supplies hrtwcen 20 to 
40%. Rs. 7/- per quintal and I'or short supplies above 40";. the penalty 
of Rs. 10,- per quintal is imposed. Thc accotmt nS deduction of penal- 
ties has been appropriately niaintaincd. Howevt.r. accounts in rcspcct of 
refund of such penalties havc not been maintained. 

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

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

( i i  For thc committed rluantitir\ u p t o  2 j r1u1ntd.i rwr da\ .  R\ rct.cuw'- 

( i i i  F r m  26 quintals to 50 quintals prr day HI. r 5 . m  - 
(iiit 51 quintals to 75 quintals per dav. . . Rs. m.nrm/- 

3.48, The monetary equivalent of 3 days milk supply of the contracted 
quantity plus 50?:, of the amount earned as commission during the winter 
season (November to March) are to be kept with Delhi Milk Schcmc as 
security deposit. 



Procurement from farmers Depcrtmenrally 

3.49. The Delhi Milk Scheme is procuring milk directly from farmers 
de~artmentally also. During 1975-76, as much as 166.84 lakhs litres of 
milk was prwured departmentally. 

3.50. The Committee enquired how far procurement of milk depart- 
mentally was successful. ? he Chairman, Delhi Milk Scllerne, has s!ated 
during evidence: 

"In the last year 1975-76, 21.49 per cent milk we have procured, 
through these departmental efforts. Two or  three years 
earlier, it was next to zero. What we have to  do  is to estab- 
lish collec!ion points ncar thc villages. We have trained staff 
and posted them there for this purpose. We are making 
payment to the farmers in the villages themselves so thai they 
do not have to come here. We are now providing certain 
points from whcrs the milk can be distributed till it is picked 
up by the t:lnkcrs. Wc are trying to develop certain facili- 
ties. In two years' 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 peoplc who are en_ra_ccd in milk trade to 
supply milk to thc Dclhi Milk Scheme. The Chairman, Delhi Milk 
Schmc ,  has replicd :- 

"Ahnut all thcw pcoplc uho  arc traditionally in the milk trade 
at thc \ ~ l l n ~ c  kvcl. the poor pcoplc. not thc traders n h o  
operate 3s interrncdiarieq. n c  have been in d~rect  contract a i th  
them N'c use their scrv~ccq more or lcss entirel) for centres. 
We enter into contractual agreements \vith them for supply 
of snia!l qunntitie~ of nlllk to us to the extent t h c ~  can h:;ndle 
milk. It ic. thi\ cection d the community on which u e  are 
heavily rclving for the purpose of departmental procurement. 
Fvcn for coapcrativzq where the local primary cooperative 
socictics arc there. thc milk procurement in the villages is  
l a rp lv  done throueh thew ven. people. So. both for depsrt- 
mental proct~remcnt as well as for co~lperativtx i t  i\  this SCC- 
tion of people who are enpaged in milk production ns w l l  
nq in the traditional milk supply st the village level who are 
hemg involved." 



3.52. In response to a further query, the Chairman, Delhi Milk 
:Scheme has added: 

"The people who are truiitionally 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 Schemc 

3.53. 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 ?id 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 season and less in other season. For 
this it is necessary that we should have storape arrangements. 
Movement facilities for brindnr milk from long distances are 
also necessary. Over and above this. there is a need for 
coordination body ahich can coordinate all thew things and 
also fix the price." 

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

"We have already started. During the lean season, milk will he 
cominc from Guiarat. Maharaqhtr:~ has Men able to procure 
large quantities of milk from its rural :\reas It is dependent 
less on Gujarat. In Gujarat. the demand is lecs; so milk iz 
coming from Gujarat to Delhi twice a -eel;. If the demand 
in Delhi is more, the intensity will be incrcnwd Rut thic is 
only a rudimentary part, in order to h.ive a proper forccnsting 
of the milk requirements d u r i n ~  lean ceaqnn in deficit areas. 
the quantity ava;lable in surplus areat :mi titatinn of prices 
are to be determined. So f rr as Delhi is concerned. i t  is 
situated in the mid\t of a milk surplur area. As a matter of 
fact, 7 or 8 lakh litres of milk are already available to Ddhi 
through a pparticular system. The bulk of it  is obtained 
through traditional sources. Thus thev arc commanding the 
markets; at the moment Delhi Milk Scheme ha5 not been 
aMc to have that command. because of various difficulties. 



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 Factories 

3.55. Under the Industries (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 Dclhi Milk Scheme has to face keen competition 
from these units located in the vicinity of Delhi and prlvate dealers, who are 
in a position to pay high procurerncnt prices as milk products fetch higher 
unit realisatlon than liquid milk. 

3.56. The Committee desired to know !he extent to which procurement 
of milk hy Delhi Milk Scheme had k e n  hampered durinn each of the last 
3 years due to existence of some milk-product units in &id around De!hi. 
In reply. the Ministry of Agriculture and Irrigation (Department of Agri- 
culture) in a note furnished to the Committec have stated: 

"It is not possible to quantify the extent to which the milk procure- 
ment of Delhi Milk Schcme was hampered as a result of drawal 
of milk by the various milk plants or milk product factories, 
located in the vicinity of Ddhi. However. in November and 
Deceniber, 1973 it was estimated that about 1.32,000 litres of 
milk was being dr3n.n by these fnctorics per day from Delhi 
Milk Schcmr: milk shed areas." 

3.57. Thc Cornrnlttce enquircd as to w h ~ t  steps the Mnistr? of Industry 
and Civil Supplief had taken in rcgnrd to the licensing of thesc units. In 
reply the rcprc~entative~ of thc !Ministry of Industry and Civil Supplirq has 
stated Curing evidcnce: 

"1 would like to answer your question in two parts. Firstly. we have 
a policy for thc future, and secondly, wc have attempted to 
evolve a pra,xdurc for dealing with past cases. 

in regard to the future policy. whn: we have hcen doins for some 
time now and what we proposc to do in futurl: is that for any 
party who wishes to set up any schrrnc for conversion of milk 
into niilk products, whcther i t  is condensed milk. dried milk, 
milk poivdm or any-thing clsc. wc first of all consult the Minis- 
try of Agdculturv and also the State Covernmmt. and depend- 



ing on whether or not the scheme would br operating ~n the 
mllk-shed areas which are to be earmarked tor supply of l~quld 
milk to the urban populution, we reject or accept the apphca- 
tlon, it is subject to very stringent condit~ons. 

1 would like to read out some of the cond~trons that have b t m  
imposed on parties who have been approved recently. The tirst 
condition is: 

'You will be required to undertake a spec~lic propran:~ne of 
action for intensive dairy devclopn~ent for milk production 
in the areas allotxd lirst to generate a t  least 50 per cent of 
the requirement of milk within a period of five years.' 

That is to say. apart from the fact rhat they are not allowed to 
go into arras frum whew m~lk  IS d r a w  for n:cetlnr Lhc rc- 
quirements ot thc urban popularrctn Me .,t~pul,itc that they must 
start development of dairy farming in the areas 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 schrduled industry initially and there 
were parties who were having dairy farms and n~ilk 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 csistence beforc we even 
had the Industries (Development & Regu!~tion) Act. wcre g:\c.n 
permission letters to carry on their business, but 3t that point 
of timc in 1951 when we did this, we did not spcify any 
cri;asltJ. SON lately we have called these people and asked 
them to apply for what is c a k d  "Carry-on-Business" Licence, 
and in their applications these parties havc 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 petit~on to the 
High Court and has got a stay order." 

3.59. Asked whether the DeW 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 



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 i n  their licences to the effect that they 
should not procure from DMS milk shed areas. In respect of 
those which came up aftcr 1970, there is such a condition laid 
down. But the problem is that of enforcement. About the 
Glaxo, we have had many problen~s. There are also other 
factories in the vlcinity of Delhi, like Muzaffarnagar, Saharan- 
pur, Etah." 

3.60. The Committee enquired whether the multi-national units like 
Glaxo and othcrs rqucstctl thc Department of ~ndustrial Dcvclopment for 
cxpnnci~w of thcir liccriwd mtl inl;t:tllcd capacity w h m  there was acute 
d~corI ;~g~.  of baby food 3'; lscll ;IS m i l k  in the variowi pm.; of thc country 
:!nd \vhr.thi.r Gl;ixo \va\ !:ivt.n c\rtr:i f x i l i t i s  a n d  c!i;tncc\ to cxpand their 
unit. In reply. thc Ministr): of Inductry :ind Civil Suppliss have furnished 
thc fullo\vinp notc: 

3.62. The Comrnittw ft~rther &sird to knosr i f  tbc D.-~hi hlilk Scheme 
11 ~d hriucht their ditficultics to t l i ~  noti:: of the XI rlis~r\ of Industrv 
and Civil Supnliec To thi\. the C'ha;rnrn:~n Di'l!li hlrlk Scheme. has dc- 
posld. 

"We stnr!ed the proccss of corrcsponctinr with the Ministry of 
Industry R% well as our own Ministry in Jnn~tnry, 1972. But 



the problem assumed acute proportions in 1972-73 and 1973- 
74 which were drought years when the evnilable milk supply 
was drawn away by these factories. We were racing a tremen- 
dous problem of trying to maintain our milk supply. At that 
time, we took it up at a very high level. The Ministry of Indus- 
try convened a number of meetings with the factories. We 
were also thcre. We have been thrashing out the issues across 
the table. Certain acrecnicnts have been arrived at in those 
meetings. Both the Industq~ Ministry and ourselves felt that 
these would hi. acted upon I$ the factories. Bur, unfortunalcly, 
b~ the force of economic circumstnnccs. they continue to in- 
trude into the DMS milk shcd areas. We have suggested that 
there should be s n  amendment to the Act so that we arc able 
t o  enforce it more viporotis!y." 

3.63. Asked if thcre were sumcirnt I w n l  poucrs ntnil:ltdc t o  ninke use 
of, as and when requircd. in resnrd to intrustcm into DIfS milk \hcd areas, 
the rspresentatilc of !Uinistn of Induw, & CCi\il St~pnl~c-i  ha^. stater] dur- 
ing e\  idence: 

"The Industries De\elopn.rent and Rcgulatinn Act at present 
inadequate legal pouer to Government to mcct the vtunrion. 
1 bclie\e the pcnalticrs nrcr hv w y  nf n mnximurn fint of 
Rs. 5000 and 3n imorisonment u p  <lr mirnthc;. As far as the 
imprisonment is concerned. i t  may he in rcspcct oi thc Manacer 
and not the ouncr. The poor Sfan3yr.r nlay bc chnnped. 
Therefore, we are proposinc to bring in In amending hill in 
the Monsoon Session of ~ar l iament .  \Y;. p r o p w  10 taLc 
certain powers in ordcr to see that we are ablc to enforce 
conditions of the licencrs uhich nre rtvcn tc prlcatc psrtics. 
We have. of late, in cnnsultation u ~ t h  th:: Departmen1 of 
Agriculture. uokcn up tn the nccd for layinr dmvn very strin- 
gent conditions for parties who are i v c n  liccnczz for manu- 
facturinp milk prducts .  In so far :I< fururc c:iccr nr; ccnicrr:cd, 
therefore. we can hc rewlnahly ccrrain lh  r r  thc parti:c :Irr;ro- 
ved for manufacturing milk nrnduct wndd not in~yincc u p m  
the suppls of urban milk. uhclhrr i t  i, the DMS or any (xhcr 
scheme. Wc are hopeful that thic problem wor~ld he nlinirn~wd 
in future. It M happens fhnt fhcre is  n hnalz-ascr of pnqr uhcn 
we did not Iclloa this srrinccnr polic\ " 

3.64. S u p p n i n p  the idcn nf amcndmenr rrl thr I m l t ~ s f r i c ~  (Dcvclnp 
m t  and Rcplarion) Act, rhr Chnirm:rn. nrlhi Milk ci;hcnte. deptrwd. 

Mininfn. of Indu~rrial Dcvelcymcnr if ~hinkinz of amcndinr 
tttc Industries (Dcvctopmcnt and Regulation) Act, bccaux the 



present Act does not provide for follow-up or penal action to 
be taken in case the Iicencee defaults in complying with lbe. 
licence conditions. I t  would be helpful if these are incorpora- 
ted in the Act that he should not procure and if be does it, 
there should be enabling clauses for taking penal action." 

3.65. A decision was taken in 1970 to regulate the units by giving them 
'Carry-on Business' licences In rcspect of those which wcrc there before 
1970. Asked whether any new licences were given after 1970 for seiting 
up factories in the Delhi ,Milk Scheme area, the repreaentatrvs ot ths Min~s- 
try of Industry and Civil Supplrcs has stated: 

"Two licences have been given in the total area of procurement of 
milk by the DMS after 1970, but these licences have been 
given in consultation with the Ministry of Acriculture. As f ? ~  
as we are concerned, I must frankly corlfvss that we do not 
know what particular area will be thc 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 t o  thc information furnished to the Committee by the 
Miniwry of Industry R: Civil Suppliec there are the inllouing 9 milk pro- 
duct units in the organixd sector located in the milk shed areas of Del'hi 
hfilk Scheme: 

.U s. Milk Commissioner. 
l.nc3tion: Jind r H:~ryan:~ ). 

hl \ .  Hrtryana D:iiry k v .  Corpn 
L i ~ i ; ~ t i ~ n :  Hhiwrini 
M s .  Har:,nna M i l k  Food. 

Location: Pchowu. 
31 s. Hindustan I . rvcr  1-td.. 
Ln;:~tion: Etah (L P ) 

M 's . CXno I-ahor~toric's Ltri., 
L.crc~rion: Aligarh. 
M s. Indondm 3li1I; Prdtist3 Ltd.. 
Loclrtion: Muzaffarn:lgnr. 
M s. Prnclr.shik Cwp.  Dairy 
Fc &ration Limircd, 
I.cxat ion: %loraJ;ibnJ. 
hf <*s. Dalmiit Dairies 
Lacntian: R h m p r .  
M!s. Edward Kevcnlcw(~h 
Lacation: New Delhi. 



3.67. A statement showing the licensed capacity and actual production 
ot"these units during each of the five years (1971 to 1975) is at Appendix I. 

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 
of Delhi Milk Scheme have turned out products beyond their liccnsed 
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 1971 respectively 
a_eainst their respective licensed capacity of 650 tonncs and 800 tonnes. 
Similarly, M,s .  Hindustan Levers Limited Etah (U.I'.) produced 1350 
and 1234 tonnes of infant milk food durmg 197 1 m d  19'72 rc5pectiv~ly 
against their licensed capacity of 1000 tonnes. M, s. Gl,\xo Laboratories 
Limited, Aligarh (U.P.). a multi-national. produced 4d 18 tonncs of infant 
milk food durmg 197 1 against thar  liccnsrd cilpncitv o t  .1001) tonne..;. 

3.69. According to the Ministry of Ariculturc t!ic supply of liquid 
milk to the consumins public warrants a highcr priorirv over the manu- 
facture of milk products as milk products mainly find rheir way to the 
higher income group of population because their price is proli~bitivc for 
the common man. T o  augment supplv of liquid milk, colossal investment 
has b e e n h  being made under the National Plans !hrou~h thc cstablish- 
rnent of liquid milk proccssinr un't< n,-: ,ml\. i c  : ! . c  mct;.lpoli!a!l ci!ics. 
but also other cities'towns in the country. Besides inver;trncnt under Na- 
tional Plans. the Indian Dairy Cc.rpor;~tion undc? th? 61s  #\I'FP Projcct 
fOpx!ticn Flo,d) has launched a masfive proynlvm;. f t v  enhancini: thc 
ins:sllrd capacitv in the mctropolitnn 51ic.s of l>~:I!!~, Citl;utt;~. 3l:tdr:li and 
Bombay. conitant intrusion into the established and well defined milk 
shed areas of Delhi Milk Scheme by the milk proJusts factories ha3 prrced 
a p a !  problem and ths situation warrants imniedi3tc action to prevent 
cncrnachment and unless thic is dme .  i t  i q  feared th l t  th:. prcsfnt dniry 
iihich h d  been designed to handle 4.35 lakh litres nf milk per day will 
not be able to maintain its throughy~t .  

3.70. To maintain continuous flow to k ! h i  hlilk Sch:mc. certain cnn- 
ditions arc stated to have already been incorporated in the industrial licences 
issued ro various p-ivate 'co-opcrativc sector piant\ that m i l k  produced in the 
operation flood diqtricts. viz Gurdaspur. Jullundur. Fer:>?eplrr. 1.udhinna. 
Bhatinda in Punjab. Karnal. Rohtak. Guryrlonwnd Sm:pat in Haqana ,  
Muzaffarnagar. Mccrut. Mathura. Mnri~dahnd. R t ~ l i ~ ~ t l ~ h h r  in i!tt;rr Pra- 
dech. !,lwar. Bharatpur and Rikaner in Raias'hnn will nnt he collected by 
the inilk products factories alreadjl licensed. ITnfortr*nntclv. [here are 
many iqstances of encroachmen! bg thc milk products n~anulac tur in~  units 
into the milk s h A  areas of Delhi Milk Scheme followinp which thc Delhi 
Milk Scheme ir unnhlc t q  mainlain i f c  cnmmittc,l supplies to the citizens of 



Delbi. in order to overcome this serious situation the following measuras 
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. 15W- 
per quintal; 

Cb) 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-procuremeat 
of milk by licence milk products factories from the Delhi Milk 
Scheme milk shed areas; 

(c) Extension of the validitj period of the Milk and Milk Prodom 
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; 

fd) Statutorily fix in^ a ccil in~ on the selling price of skimmed milk 
powder. as has been done for baby food; 

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

( f b  Prevailing upon thc State Government of Uttar Pradcsh, Haryana. 
Punjab and Rajasthan to conlmence bulk supplies of milk to 
the Dclhi Milk Scheme, as envisaged in W.P.P. Project 618 
(Operation Flood) and also ensuring that the State Govcn~~ncnt~ 
concerned with the Delhi Milk Scheme chcd do not divert milk 
from the Delhi Milk Scheme milk shcd areas, as notified in 
the W.F.P. Pr;)icct 618, for the manufacture of milk products - but supply the surplus milk. after meeting the local fluid milk 
requirements, to the Delhi Milk Schemc. 

3.71. It has been stated by the Ministr\: of Apiculture that with a view 
to sort out the various connected a ctrins of meetings were held 
4 t h  the rcpresentativcs of the concerned State &vernments/milk produd 
I'ncrorics. Rut unfortunntely no tangible result has been achieved in the 
identiitcation of milk shed arcas in the northern regon in spite of so many 
meetin~s held at various levels. T ' e  result iu thnt even now milt ptacurc- 
ment contiaues to be erratic and rather unpredictable. 

3.72, Tt is furtber stated that in the meetins held on the 19th September. 
1975 under the aairmanship of Animal Husbandtv (hmmiwionsr a d  
Ex-OfFicio Joint Secrctnnt of this Department to discuss supply of milk 
to h l h i  Mtlk Scheme and New miry Plant of Dclhi from the Operation 



fa) The c.Wman, Dathi Millt Scheme may no~tbllC with the indi- 
d u d  states amd come to ~~ a~ccpahlc aamt and ctm- 
ditions of supply includiug the procuredmt prices and make o 
report at the earliest on action taken. 

(b) la tbe fkrrb period, rhe Rmjab Dairy Devalopnlent Cor- 
pration will s q @ y  8,000 to 24.000 t i tm d milk, the Haryana 
gpiy Do- Cotpontisa wiii snlrply 20,000 litres of 
milk while the Rajasthan Dairy Devcldpmrrrt Corporation will 
supply 1 Iakb lit= of milk. The remaining will be collected 
by the Dtlhi Milk Scheme so as to achieve its targeted capa- 
@. One condition will be that at Ieast 30 p r  cent of thc 
milk supplies as compared to flush period will be made in the 
lan season as wen. 

(c) The Feeder Balancing Dairies will uot mmulactur: milk pro- 
ducts during the lean period. After meeting their local fluid 
milk requirements, the balance quantities will bc wpplied to 
Delhi. 

(d) The difference in the procurement prlcc pard lor Delhi Milh 
Scheme is sustainable. This matter should be examined In 
all its aspects and a final position taken in consultation wirh 
the Indian Dgj. Corporation/National Dairy Developmen! 
Board-even before a Cioverament dccisioa regarding the 
new agency for managing the 2nd Dairy is finally arrivcd 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 fxtories and 
thc Delhi Milk Scheme. In reply. the Ministry have furnished the follow- 
ing note: 

"The qmestioa of desnsfcaung milk rhed amas arose from a pro- 
p c d  of r private ~3,any. Haryana Milk Pods, in tbe Strta 
of Wryma for Eramt d n C.O.B. licence for manufactare 
of milk products Since thi\ could affacr milk supply to 
Delhi Milk Scheme. an expert of tbe National Dairy D~M-  
iapncat Board was requestad to advise tb Ministry of the 
milk mhul areas which can be assignad to this potty. Tbt 
txp#t could not take up thi work as he war othmvk pte- 
oocopiad abd be la& left the Organisation. Meanwhile. the 
private party was granted a C.O.B. licence by the Ministry 
of 'Indartzy on the pkm that the party bad taken Gdsctivs 



The Ministry of Industry did neither incorporate mifk shed artor 
ia tbe C.O.B. liaacc granted to the party nor was agreeable 
to inoorponrte the same an addiiaad condition wrttu 
tbe party makes a reguest for such a demarcation. A meet- 
ing, therefore, was held on 13 June, 19% in this Ministry 
to the demarcation of milk shed of this private party 
whertin the &cers of Haryana Dairy Development Corpora- 
tim, D.G.T.D., Ministry of Industty and the Dtlbi Milk 
Scheme were present. During the meeting, it was brought 
aut that a proposal for demarcating milk shed areas d 
variom plants in the State of Haryaaa inclttdiie that of 
this party is under consideration of the State Government. 
The Government of Haryana has not yet taken a final dcci&m 
in this regard." 

Dairy Development 

3.74. Thc work of dairy development was initiated from the time 
National Five Year Plans were taken up. During the First Plan r 195 1 - 
56). th<. emphasis, was on increasing production of foodgrain, ;mi only 
a few major scheme on dairying were taken up, that of Bomba and 
Calcutta. Dairy devd-cnt work was also initintad in other States oP 
Andhra Pradesh. Bihar, Madhya Pradesh, Orissa. Tamil Nadu and Uttar 
Radesh. The provision of Rs. 7.8 1 crores made available out of saviqp 
were fully utilized. The initial step paved the way for perspective plan- 
ning in the subsequent plan p e r i d .  

3.75. During the Second Plan period ( 1  9S6-6l). ilir devclop~t~snr 
of darrylng occt@ed a mom significant place. The programme envisaged 
the estabiishmcnt of 36 liquid milk plants for cupply of milk to large 
arban consuming centres, three mamtrieb and three m i  p m k t s  facto- 
ries and expansion of salvage and fodder fanns The expansion of 
National Dairy Research Institute, Karnal and its southern Regimal 
Sratim at Banplate end the cstablishmcnt of two Regional Stations at 
Calcutta and Romhav to meet thc industry's requirements for traineJ p r -  
some1 and to tacklc the various research propammes wm ako included 
in the Sacand Plan. 

3.76. During this Plan period. seven liquid milk plants including the 
bclhi Milk Schane werc established. Pilot milk schemes as prccmors 

h i d  milk schcmea werc s!arted at eight centres. Work was taken up on 
dre astaMiJhment of 3 crcamcfiea and two milk p d c t s  factories. Four 
salvae[es fanns werc mtablished. In addition. civil works d 31 l i &  



rnilL schemes were in various stager of impkmcntation. Out d a total 
provision of Rs. 17.44 crores, an amount of Rs. 12.00 c r m  was ex- 
pended. 

3.77. The throughput of milk from the orgauised dairies a1 the end 
.of, the Sccond Plan was 7 lalih litres on an average per day. 

3.78. The physical targets for the Third Plan (1961-46) envisaged 
establishment of (i) 55 milk supply schemes for cities having about 1 lakh 
pop;dation, (ii) 8 rural creameries, (iii) 6 milk ptoduct factories, (iv) 
two cheese factories. (v) 4 cattle feed compounding factories and (vi) 
c~mpletion of spillover schemes of Second Plan. The other items included 
wen surveys, training of technical personnel, rural dairy extension and 
lams for purchase of milch animals. 

3.79. During this period, 30 liquid milk plants supplied liquid milk 
to the con~uming @blic. 27 pilot milk schemes were in operation and 
the daily average throughput through the organised dairy sector increasedi 
to 13 lakh litres of milk. 4 milk product factories and 3 creameries wen 
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 exwnditurc was of 
the order of Rs. 33.6 crorcs. 

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

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 
pi)ot milk schemes were in different stages of implementation. Out of 
a total outlay of Rs. 26.14 crores. the expenditure was 25.70 croru. 

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 scheme\ spilled over from the Third Plan (ii establishment 
of 24 new fluid milk schemes in towns with a porfilation of 50.000 and 
(iii) setting up of 4 milk product factories. 

3.84. .4dditionally. the PZan oroviding far setting up of 64 rural dairy 
centres in t m s  having a population of less than 50,000 with a view ta 
prarid'tng chiing and madceting facilities in ldttcd podccts af milk p 
duaian 



3.85. At rbs tadr of the Fourth Plan tbo total nuonber olE dairy plants 
in operation was 147 com(prrisiag of 81 liquid anilk Wts, 16 milk pro- 
duct factories, 50 pilot milk schemeslnual dairy gntre8. Besides, 25 
dairy pPojacts were in different stages of implementation. The average 
dairy throughput of milk of all the dairy plants during fhe year 197675 
was about 27.20 lakh Utrca. 

. 3.86. The Government of India set up in 1970-71, the Indian Dairy 
Carporation (I.D.C.) with a share capital of Rs. 1 crore. The objects 
of the I.D.C. are to (i) promote dairy industry in India and (ii) receive 
gifts ab doxmted ekimmed milk powder and butter oil. 

3.87. It has been stated that the development of dairying in the caurse 
of the various National Five Year Plans has enabled the supply d 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 
rnanufaaule of dairy products has been undertaken. The country is 
stated to be now self-sufficient and no imports of butter, condemed inilk 
and baby food are now being made. Only skimmed milk powder is 
imported to make up) the shortfall in lean season production. The deve- 
bpment of dairying has been fitlip to the manufacturers of dairy plant 
and machinery in the country. The Committee have been informed that 
presently, excepting a few sopllisticated items whose requirements are not 
hrge all the machinery required for dairy plants are manufactured indi- 
genously. 

3.88. The Ministry have pointed out that a specL!l Scheme for Cattle 
Development and Dairy Extension in the milk shed areas of M i  Milk 
Scheme to bc financed from the funds generated under WFT F'rojects 
was sanctioned in Se'ptembcr, 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 f o h i n g  note:- 

"Thc figures of thc expenditure incurred upto 30.6.76 arc @\en 
below:- 

Actual cxpcncliture inrurrtd durinq 1~74-7 .5  . , . K 9&37755 

Actual expenditure i n c u d  from 1st April 
'75 to got11 June, 1976 . . , . Rz. 1.67.104 

Committrd expenditure on items for which supplv onlcrn 
Amptance of Tenders have been placed RR. 17,92.350 ---_ ___- _ _ 

FoIlowing the sanction of thc Scheme for 'C3attlc Development and 
Dairy Extension h p m m e  by the Ddht Milk Scbeme in 



Kharkhauda and Sonepat areas h Rob* ~~t~ by tha 
&mmemt in Septunber 1970, the question a£ implement+ 
rion of tht Scheme including the issue ol special sanctiosrr 
for UBO 6iserent i(epls of expenditure was dicrcunoad (CMm 
btr, 1Wt) by the then Chairman, Delhi Milk S c h u  w&b 
th Miabhy of Agriculture. In view of the subquaot dew- 
lolpmeat, and tcthinking in relation to qome aspacts of the 
Project, inter ah. the actual requirements d DMS linked 
with the milk procurement programm, some modifications 
bccame necessary. Consequently tbe origiaal Schome to 
inteasify milk procurement in Kharkhauda Had Soacrpat weUi 
in Rohtak District was revised so as to extend coverage of 
the to the entire mi& shed areas of DMS aud 
help setting up of infrastructure for collection of milk througfi 
Co-operatives and the individual milk producen/farmers." 

3.89. Tbe Committee arc W e s s e d  to note that the W Mi% &hen# 
w b i d ~  m b k e d  oa am d i t i o m  prognmme h 1969 of Laving a tbroogb 
put af 4.35 Id& BCros per day me 1IO1I1ICre near the tageQ as wfE be 
etlQd from th 6gums of ppcuremert far the lest five p. The pro- 
miae tbat was k l d  oat at the time of launchhag the second expansion 
scbeme is yd to be fdfi lkl .  

3.90. Dming the years from 1969-70 to 197475 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 wben 
tlk target and actual procaremcnt (0.90 lakh litres and 0.78 lakh litw, 
respectively) were the lowest with reference to the target and actual pro- 
curement in 1969-70 (2.06 lakh litre$ and 1.97 lakh Iilres, respectively). 
Though the procurement picked up in 1975-76. when both the! target and 
tbc actual procarement were the highest with reference to thc pmition in 
1969-70 (he procurement being 2.13 Jalih lihrs agnind ibe targel of 2.23 
lnkh litres), it was still nowhere near achieving the p c s s i n g  capacity ot  
3 I&& likes per day envisaged under the first phase cxpanfon and t h ~ t  
of 3.75 lakh libes per day under the second phase expansion scheme. The 
Committee have been informed an 7 May 1977 that in March 1977, the 
a v w  per day procar~rnent of milk was 2.25 lakh litres. The Commit- 
tee are unbappy with the unsatbfactoq trend in the procurement nf milk 
in the wake of two expansion programmes of the Scheme. 

3.91. The Committee find that instead of making scrlorrs effort9 to 
tide over tbt sitoation, Govemment/Delhi Mi& Scheme authorities pre- 
ferred to makc good ihe shartialh in procurement of raw m a  by the use 
at sklmmed milk powder and butter all. While skimmed milk powder and 
butdm dl received an gift h n  Ute World Food Roptrnnc AM dfd nat 



3.92. The C o m n h  ~ o t e  that the pmcwemd of arllk Is renfincd ta 
p h e r P i n U . P . , R a j a & m , H ~ ~ r l D d L i d &  sarr#r 
of pmcmmmerrt me co&a&m, ~ p e n t l v e s  aad tadiddi.rl frnacrs Lrer 
whom (Le! DaLi MiPr Scheme pscboses miR dqm4meataUy. Tbc tru* 
gebs d are p m n y  axed with rrkrsllec to tln pert- 
ot Uw pnmdilrg year and the cogmitmeaQ made or likely te be made by 
Lbe mtractocs ce&ctkily. What ks solpiaed the Committee mod b 
t h e E . c t t h r t a o ~ 1 8 c t u l p c t s ~ R x c d i s n e p e c t d e o o p m t i * w - d  
departmental pmcurements, as they aote that during the y w  from 1969- 
70 do 1975.76 tk pnrcorsment tLrougb thest sources has varied not ody 
from year to year but from place to place as wen. For insbiacc, the p 
.curemem! from Bikaner roue from 7 Inkh litres in 196)-70 to 35 lakb Eitrrs 
in 1972-73, fell to 13 l a b  libes in 1973-74 rad tben rose to % lrkb litmv 
in 1975-76. Similarly, in Mathura, the procurement rose from 9 I& I h  
in 1974-75 to 68 lakh litres in 1975-76. 

3.93. The Committee need hardly point out that such r wide variation 
in targets and actual procurement not only leads to nncertaint?; and ffoctua- 
tion in the suppl? of milk to the consumers but is  bound to render tbo 
irlstalled capacity idle at certain times. thereby enhancing the overbead 
~xyenditure of procurement of milk per litre.. The Co~nmittce muld, 
therefore, like to emphasise that there is an imperstire need to fix targeb 
for procurement of raw milk from various sources particularl~ tbe rnm 
producers, cooperatives and centres so as to ensure nn un-interrupted tiow 
(4 milk for processing and supply to the consumers. 'me Committee wed 
hardly point out that concerted and determined dtorts would have to be 
made both at organisational and field levels if the target., Axed for procure- 
ment from cooperatives and milk producers are to be achieved. 

3.94. Tbe Committee regret that the procurement of milk through the 
Cooperative Societies has hecn very insignificant. This b evident from the 
fact that &ring 1975-76 the Delhi Milk Scheme pmcurcd 244.94 lakh 
'litrea (which accounts for 31.54 per cent of the total procuremcnt dr~ring 
the year) k g h  Cooperatives. Tbc entire quaatitv nf 171.69 lnkb litreq 



p n c u r s S f r w E M h n U t b r ~ R L . n $ a r i n R a ~ G ~ n  
rd Ku#d k uaQ Fec~zcprv in Punjab wrs procared from am- 
-Is. 

335. Tk -ee xegmt that even 17 pars of iQ estnblisbsrcnt, 
Lbe Mhi Milk Sckme Bos to depend for its procuremeat Iargely on fLe 
amhxtors, m compPred to other agercios viz. cooperalives and d i i  froan 
famum deputmcntaUy, as tbey note that during 1975-76 as much as 364.72 
WrL Litres of milk, which accounted for 46.W per cwr of tbc total pro- 
eureaent, was pmured from contractors alone. TIN! procurement was 
mainly confined to Meerut and Bulandshabr W i t s  of Uttar and 
Gwgaon Distrkt bp H a r y q  which togelbcr accounted for 314.52 iakk 
litres out of &Cal pmeuremeat of 364.72 lokh Ubes through contractors dur- 
ing 19'7576. While the contractors may have an edge over otber agencies as 
they have flexibility of action and crrn offer competitive prkes for their milk, 
it curnot be ppia.prid as h a  been conceded by the Chairman, Dclbi Milk 
Scbeme d- evidence tbat they are not quality conscbw and are prom 
to dippages in M u  contractual commitments. As pointed out by the AacHt, 
the coutractors OX Bulandsbahr and Meerut in U.P. having commibnents to 
supply ten or more quintals per day fulfilled their commitmenis to lbe 
extent of 77.8 per cent and 42.2 per cent only respectively. Some idea d 
short and faulty sopply by tbe contractors ma be had from the fact that the 
quantum of p d t y  imposed on thcm rose from Rs. 2.94 lakhs in 1971-72 
to Rs. 9.45 lakbs ia 1975-76. 

3.96. The Committee are unable to understand why milk procomment 
from contractors was continued in Bulandshahar and Meerot Distrkt~ 
during 1975-76 mhen policy decision had been taken that wherever Coope- 
ratives come up for milk supplv, milk will not be accepted from tbe private 
agencies. The Committee are also concerned to note that la many villages 
and districts there were mushroom cooperative societies which Here not 
reany milk producers' societies. Such societies functioned somewhat like 
matractors and diverted sale of mi& to private parties to the detriment 
of agsnred supplies for the Delhi Milk Scheme. The Commitfec have been 
informed tbat the Indian Dairy Corporation insist on adoption of a bye- 
law by milk prodocen cooperative society under which nobody who is not 
a milk producer and hns not supplied milk conthaat~slg for 200 days in 
a year, can be or remain a member. The Committee see no reason why the 
Dethi MiIk Scberne/Govenrment cannot insist on the incorporation of thb 
byc-law by tbe cooperatives wbicb desire to supply milk to the Delhi MiIk 
Scheme, 

3.97. The Commi#ee and hardly stress that it shn~tld be tbe endeavour 
of Government to orgaafse, lo consuitatbn with the State Governments/ 
I d t r n  Dniq Calaafttk,a, the rigM type of CJoopemtfve ~ ~ e s  so that 



a h s P l r c e a F n r s d D d L i M i t k S & J w u s m r r ( b y r d ~ ~  
~ . r o u r ~ I . t h b ~ ~ G e m o d t t e s ~ v e b e t n g i v c n t o ~  
~ ~ ~ t h e A n a m d ~ u f C o o p c e d v e S e c k ( y h v e r m k r  
tkir bye-laws eliminated not only the contractom but a b  otber vested 
ht6feets. There is a Society in each viUage and these are fedmated ta WW 
b b w n  am a UlljOP at the district level. Tbi is a two-tier system. The 
Union at the distrkt level provides the infrastructure for p m r i u g ,  pro- 
cessing and dioMboting milk. I he Comtuiltee see m reason wby teta 
Anand pattam of Cooperative Society nblcb has been foond to hnretkm 
ctlectively in the interest of milk producers and consomen should not be 
developed anifonnly in the entire milk shed area of Whl lCIiUr Scheme. 

398. The Committee note that a number of concessions, soch as bigher 
rate of commission .than $bat applicable to the contractor releastion of 
security deposit condition and ne penalty if the entire milk handled though 
less than the agreed quantity is supplied, have been given to mopersithres. 
T k r e  are, bowever, no data available with the DeIhi Milk Scheme to indi- 
cate the impact of these concessions on tbe procuremeat of milk through 
cooperatives. Tbe Committee would like to urge that tbe DMS/M.nistry 
should make a careful study of these and other concessions extended to tbe 
caoperatfves to see as to how far these have achieved the desired objectives. 
la tbe light to this stody, DMS/Mintsbg may consider wbetber 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 tbose wbo are traditionally engaged in the milk trade at the 
village level, may be encouraged to set up cooperative societies so that tbey 
may get reasonable return for tbeir milk. In any cnse, tbe Committee 
wonld like that tbere should be an institutional arrangement which i* 
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- 
aelveq to the basic issue whether milk should not be procared from coope- 
ratives and milk producers only and the contractors who act as middle- 
men eliminated. The Committee would like to point oot that the Mother 
Dairy operating largely in the same area have heen able to pmcure the 
entire quantify of 55.71 lnkh litres of milk in 1975-76 through the 
cooperatives. 

3.99. The Committee note that the procurement d milk direct from the 
farmers has risen to about 21.49 per cent of the total procurement h 
1975-76 through departmental dihrts although two or tbree years e d b  
It waq hardly a significant source. While the Committee apprechte thest 
do r t s  they wonld, neverthtkss like ta emphadse that infenshe dbrts 
m d  be mrQ ta develop penulne cooperatives of milk rad 



3.1W. Oat of the wiP masops itor skortfPlLr ip tk pmweaeat d 
~ L a s h t k k c t n c o a p c t i t i o a ~ D c l h i M i l L S c L e m + h w d t o W  
from r rPabsrda3lr  productfactarico located in the v k U y  oL LMLi 
and private dealers, w h o  an in a position to pay bigber procomment prisc~ 
k a v P l d t L t ~ ~ a s c o m p u e d t o l ~ d l t T b e C o u r i t f e e  
have knr t f o d  d ~ ~ n c e  dLPdi4 wasody io 1979 tL.1 a lseE 
s i r  nrs QLtl tO give COB (Cuy%lbbmhe@) Iicliccrrclrs i. respect ef tbasb 
urrits wbicb wme *re won 1970 and that (bre wm a0 m a d h  t 
tbdr l k a m  lo tk ePrd that they sLoaM not procart from LkYd 
W k  Scbeme mUk sbi areas. In mpct rl hose wbicb came ap sftcr 1970, 
s o d ,  a coadCtbn Lus Bcca @bed. 

3.101. The Cornanittee are distressed to find that despite thc issue of 
licebccs b, or after IWO, several milk prodoct wits in the orgmhd sector 
located around tbe operation arcas 01 DeUli Milk Schemc have turned oat 
produels beyond tbeir liceased capacity in violation of the provisiom of the 
liceace. For example, it will be seen from Uae sbtemrut at Appendix I tbal 
M/s. !Wk Commissioner, Jind (Haqana) and M s. Haqano Mil l  Food, 
Pehwa p~oduced milk powder to tku extent of 901 tonne* m d  1009 tonnw 
in 1975 and 1974 respectiw13 against thcir licentrd czrpacil? of 650 Icurnes 
and 800 tonnes reywctivelj. Similarl!, M f s. liindnslsn Isver Limited, 
I h h  (V.P.) produced 1350 and 1231 tonnes of Infant Milk during 1971 
aed 1972 respective1 against their licensed cupachy of 1880 boacc. 
M/s. Glnvo Laboratories Limited, Aliga* (O.P.), a n~uki-artloarrl, pro- 
k e d  4418 t o m e s  of infant Milk Food during 1971 against thcir l i c e n d  
cop.cir~ oi 4000 t o m s .  AU this goes ts indicate that no fdlo~-up actiom 
ww talien to enforce strictly the provrOvdons of tbe Ucences issued to the 
I l r i t s  mmcemecl Tbe Committee deplore tbis carunlnc.~ on &e part nf the 
aJLoriti+b c o d  

3.102. The Committee are unboppt G, record tbat altbougb the Minic;try 
d A@cdCnre/Dc(bi Milk Scheme were mmre of tbe pmMem of 
rion by r)crc idmirid mits, mo scrioa~ dmls were nade to nsolve tlw 
p n r l J e r ~ . I I b n J ) t r s ~ e ( P d ( I r t M i r i o t y d I ~ a a d C i v l S S l l p .  
p k  which  is mpdbk for gnat& of licmcw to the ldunlrhl Udin 
fer silk p la lac ts  mn lol aware, m confessed by their rcprcvcmla11~ 
b t inRcv i l t . ec ,a ( Ibcnr i l l r~ar rouro l tkDdLlMi lLSckme.  WbJ 



bwD surprised tbe C~iumittee hs tk fact Upot s h e  1972 cocn8po.dSra br 
barr going na betwaen tbe Mb&try d Agrieultan? and Irrigation ord Mlris- 
try oT Industry and Civil Sup- tp curb tL fonctbnhg 01 mSlk product 
factories bat no tangible measures, legal or administrative, bave beea bk. 
m far to prevent dive* of lolllr hem the m~Hr shed areas 04 Dew Milk 
Scbmr to tbe milk product factories. 

3.103. Tbc Committee feel that one of the efecdive step lo rtstrirl: 
.Ule procurement of milk by the Milk Product Factories can be 4o &mar- 
care the milk shed areas of Delhi Milk Srbeme. Fur &is ppee, 1L. 
aoaprdbnof tbeSQWwhicbmwftMatLt&ebeirrrotDdU 
lHIlL Scbeme i s  neceamy. Tle Committee lum beam iJM.ld Ylt * 
~ n o f G s l u c l t I q g m l D r s B t d ~ w ~ ~ o r 1 3 J a s l Y l S  
ot a mi.g of o48eers of Haryana Dniry Developloal Coqmdm, DGTq 

of IndosbY and tbe Ddhi sld *h f h 0  8 tmpd 
far hnc.liag milk shed area of various phts in t k  %te of 
ha9 beem oader consideration of the State Government. Tbe C m  
w d d  l ike the MIaMry of Agricoltnre to examine the raruttr m &ptb h 
consultation witb tbe Ministry of 1- md Civil wks and tk Strlc 
Governxnents coneemed and finalise the ~ P O S I ~ J  of demarcafjnp mi& W 
areas for each processing unit in and arouad DeU#i expediitiorulf 

3.104. Tbp Committee wold like Government to \tudy the problem in 
depth and devist a durable sotation by whkb the Delbi Milk Scheme. which 
has h e n  opratiag in thLs milk sbed areas since 1959. is cndAed to get on 
assured basis tbc targeted suppl! of milk. Tbe Commi!tcc would like lo 
be informed in detail of the concrete measures taken in this behalf and the 
rcsuhs achieved. 

3.105. The Committee welcome the idea of 'Wional Grid Scheme 
sprmpnred by the In&an bir !  Corporation to procure milk from surptns 
area. for suupplp in the deficit areas. Tbe Committee cvpect the I)elhi Mi% 
Scheme to take fuU advantage at the National Grid Scheme and make zood 
their shortfslh in the lean period through tbc Grid Scheme and (LOO save 
oa the occ 1111 imported summed mlHr powder 



4.1. Tbe Scheme has established since its inception 22 centres, each 
h.ivm, a handling capacity of 150 quintals of milk per day, for collection 
and chilling of raw milk. Out of these, 7 centres (Babacturgarh, Aliporc, 
Najearh, Bawana, Sonepat, KharUoda and Sampla) were closed between 
Jgnuary 1965 and September 1971 on account of uneconomic operation 
abd wn-availabiity of milk. While total capital expenditure incurred on 
the plant and machinery of these centres was Rs. 17.43 lakh (depredated 
value not available), the expenditure incurred on the land and buildings 
and dher  ancilliary works was not known. The remaining 15 cenues 
(viz., Baghpat, Ballabgarh, Dadri. Dankaur, Gulaothi, Kama. Kithore. 
Massuri, Muradnngar. Niwari, Palwal, Pilhkuwa, Pilam, Sardhana and 
Ibhna) were functioning on 30th November. 1974 

4.2. In tbis connection, tbe 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 tho 
Management to submit a Repon regarding items of machinery 
and equipment already transferred trom these centres and items 
still lying in the centres together with the recommendations for 
their transfer or disposal. Thc Committee submitted its Re- 
part on 21st September, 1974. The Report as well as the 
report on action taken thereon were called for in October, 
1974 but are still (November, 1975) awaited. 

( i i ,  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 
und between 44.17 per cent and 98.16 per a a t  in 1973-74. 
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Even on the basis of utilisation of capacity in the I l u h  season, it 

was observed that .six centres (Sohna, P:~lwal; Pilana, Dadri, 

Palwal and Muradmpr) in 1972-73 and only one centre 
(Sohna) in 1973-74 worked to capacity. Tfie capacity of otba 
ccntns remained under-utiliscd between 26.1 per cent d 
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 94.9 pet 
cent in 1973-74. 

Cii) The average quantity of milk handM per m& per day at all 
the centres talcen together declined from 2 1.92 quintals in 
1969-70 to 3.78 quintals in 1973-74. Taking into a d  
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 StatCd (November 
1974) that the deployment of staff at centres was being armng- 
ed on the basis of norms fixed in 'ieptember. 1974. Thc 
details of redeployment of staff actually carried out in accord- 
ance with these norms are. however, awaited CNovember, 
1 975). 

[Paragraph A8f4.1.5) of the Report of the Cnmptroller and Auditor 
General of lndia for the year 1974-75. IJnion Governmen! 

CCivilI] 

4.3. The Public Accounts Committee in their 27th Report ('Fourth 
T.ok Sabha) commented on the utilisation of bulldinm and machinery 
the closed milk collection and chillinr. centres. The Committee made the 
following recommendation in psray-aph 3.37 of tk Report: 

"The Committee feel that before opcnin~ sricFI centrec in future, 
the Delhi Milk Scheme should carry out n drtailed survey of 
the area covered to ensure that milk will be available in suffi- 
cient quantities so that cases of such avoidable expenditure 
do not recur. The Committee also desire that the Dethi hfilk 
Scheme should find alternative avenues of uske their buildins 
at places whcrt the centres have km clored down. The 
m a c h i i  should also be transferred ear!\ to other placca 
w h m  the new centres are to be set up." 

4.4. In their action taken note*, the Minist? of A ~ i c v l t ~ r r c  stated as 
k l h :  . .. 

"The plant and machinery installed at R~wanil, Najafeafi. 
Bahhrgarh and AHpur will be shifted to Rhadtn. Punhana --- - - - *--- 

*Vi& P I C  R m d  Repan (Fourth Lak Snbha--~om-6) 



in Gurgro~ LWthcl where luad has bern quized for estab- 
lishiag Chi- Centres and to Mahajan in Bikancr. WCC 
tbe capacity of Mahajan Centn is being planned double that 
of o&cr Cegtns two aab d equipment Wit] be shifted to that 
place. tknt aad has not k n  ihmatlaf at Samplo. 
As regards dioposd of bddhgs  at Bawana, AJipur and Najaf- m, their availability is being intimated to the various Minis- 
tries, Attached and Subordinate ofices of the Government of 
India and the Delhi Administration. On hearing from inte- 
r e a d  Departments futther action will he taken." 

\ 

4.5. hi April 1974. a Committee of oflicers was appointed by the 
&Ihi M i k  Sdmmc to go into the quastion of utilisation ot the closed 
M l b g  centres. The Committee submitted its report on 20 Qpkmber. 
1974 wherein it made the following observations: 

"(i) For the purpose of these recommendations. it hw 
been assumed that future policy of the Govu~ment is likely 
to be on the lines that mi& will be purchased directly from 
various State Governments operating in the Wd where DMS 
is procuring milk at present. 

(ii) The second assumption is that present trend of competition 
from the private traderslfactories will continue and there is 
is not much chance of our getting the milk in the areas where 
the six closed MC8tCCS are located." 

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

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

( h )  Khark- and Bahadurgmh.-These two centres although 
outside the Union Tenitory and a n  so dase to Delhi that 
then is little or no chance of mnccting sulTicient milk to 
jwtify the operation of the chilling ccntrm. 

It does not appear to be conceivable, in the near future. that these 
areas so close to Delhi wil l  be aooded with milk which spill 
over to these closed centres. 

( c )  Sompuf.-This chilling antre is in the heyt of tha city of 
So#pat and there is no prorpct of gatting any milk because 
dl of the milk in the area is likely to be consumed within 
the t o m  itself. 



That6 ore Loo Inen aomkhhk talk about tk opning of new 
c&l@ c03Wos where tbe equipmat from c l a d  chilling cen- 
rPes could be popsibly used. From what ha8 k e n  indicated 
at (ii) above, t h e  *pears to be little pes&lity that any 
IMW chiilmg cegtreo could be succ~ssfully established in the 
existing milk shed areas of DMS. 

h view uf the abmre point, the Committee are uf tfre view that no 
purpose win be m e d  by keeping zhese equipments any 
mare with as. 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 Qtcd 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. 
la this memorandum the Chairman of the Delhi Milk Scbrmc has e x p  
lrincd 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 it\ mill. shcd. and none of then1 
have yet commenced supplying milk in bulk to the DMS, be- 
cause they are unable to procw a d ~ ~ &  quantitieq of milk 
even to meet their own requirenients for their dairy plants 
and milk product factories. It is not likely that the podtion 
will improve substantially in the course of the next 2 or 3 
years. although efforts arc being made to persuade the State 
Governments to conunence such bulk supplies. In the in\- 
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 unden&en. Till such time as 
the State Governments have organised their infrastructurd 
and procurement facilities to such an extent, that they can 
take over the mponsibllity for the uninterrupted supply of 
milk to the DMS even from the present milk shed area of the 
DMS (which is about 113rd of the milk sbcd area that has 
been ab&bed under WFP Project 618 and. therefore. s u p  
pNes frum the ney m a s  can bo commoncad in the first ins- 
tawa bp the *ate Ganrmnants, and thea only win the quw- 



tion of taking over tbe ~pons ib i l i ty  for tho euwes of milk 
from the prestllt milk sbcd areas of the DMS arise). DMS 
wiU have to owtinue d k t  procurement. A pecision to thib 
btfect was also taken in a me&q that was convened by the 
previous Agriculture Secretary in 1972. In these circum- 
stances we will have to go ahead with our plans to establish 
additional milk collection and chilling centres in such parts 
on the milk shed where adequate quantities of milk are avail- 
able, and the present chillq centres cannot handle it. The 
Procurement 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. 

(ii) 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 Mihistries 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. Rs 
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 qualitv at a higher prices 
than those fixed by the DMS, as they are doing at prcscnt. 
and it is also, therefore, the presumption that the milk that 
is presently being handled by private traders will eventu;tlly 
be channelised to the DMS, thus augmenting its procurement. 
This. in fact, is one of the important pretumption of WFP 
Proiect 61 8. 

In  view of the above elucidations. we will have to continue 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 future date, i t  i s  dccidd 
to entrust the responsibility of milk procurement from the 
cxisting milk shed areas of the DMS to the mpectivc State 



Government, the milk collection and chilling centres, and 
other facilities that have been developed by the DMS till 
that time, wilt also naturally be transferred to the respective 
&ate Governments, and the investment will, therefore, be 
fully utilised, and not wasted, for even the State Govern- 
ments will requirc these facilities 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 MCBrCCs, and buy new ones, or retain these for use 
at the above chilling centres." 

4.7. Regard:ng commissioning of closed milk collection and chilling 
centres, the Chairman of the Delhi Milk Scheme has funher stated: 
.I' 

''I have separately indicated that efforts should be made to recom- 
mission one of the closed MCgrCCs in Haryana State. The 
remaining 2 closed MC&CCs in Haryana can only be corn- 
m;ssioned 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 Rohtnk. Karnal and Sonepat have been 
reserved for the procurement of milk through cooperative 
institutions, about thrce years back. Correspondence in that 
&half with the Govemmcnt of Haryana and Coopera'ive 
M:lk Union, Rohtak, as well as the Project Director of TCDP- 
Rohtak-Karnal is already being undertaken from the Procure- 
ment Branch, but the outcomc is still not clear. From the 
latest discussions that the Manacer (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 p o d  Fkeliho9d of receiving more milk from 
this area in t h ~  near future and. ?herefore, we cannot straieht- 
away take a decision to disband these 3 centres. Regarding 
the centres in Delhi S+~te.  the p i t i n n  is  neb!~Ions at present. 

3107 LS-6 



it is mu& ecanomicsl far  thc milk pWow;s/sag 
of the arc+ tw d milk dinctly in the DtShi Market at 

a much bigher pice than the preraient price in more rurai 
areas. The Committee however, should carefully assess tbo 
position ira the light al the above clarificab and ses 
Whether we should finally decide to close down these centres. 
The Manager (Procurement) may also be associated with 
thest 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 Ddhi State would be required fot 
purposes of strengtheninp/Commissioning the additional M. C. 
drCCs referrad to above, as also for strengthening the facili- 
ties at othu MC&CCs and for replenishment of the machi- 
nery and equipment that has become worn out -and needs to 
bt replaced. It may also be observed that the Committoe 
has not at an touched on the question of the reserves that 
should be maintained for substituting discarded machincry 
and equipment of the operational MC&rCCs, and to serve as 
stand-by. specia?ly in cases in which takes a 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 MCBCCs. 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 Committee may 
now please be formulated in the light of .the above clarifica- 
tionci/observationz, and sent to me very expeditiously, as the 
matter has already been considerably delayed." 

4.8. Bgsed on the guide-lines given by the Chairman vidc his Meme 
randurn No 11 -10/73-PD&CC dated the 26th September, 1974 and fur- 
ther i tmmcbm $ten to them. the Committee met again on 22nd Jan- 
uary, 1975 to n v i m  ~ b c  position. The Cammitte of OIficrrs then made 
the following abservatiou8:- 



( b ) w a c a u s j n a b q a l w a d ~ h * - n a d a a d i t  u 
Cliw tw it m y  OOatiSluc to f u n k  ('n@ llpmwm. 
position mem tb be tlwt the handling may not be to the fullp 
e t y .  

(c) Regarding 2 chilling centres of Rohtak District namety Baha- 
durgarh and Kharkhoda there are possibilities of cammissian- 
ing them. 

(d) Kama centre is likely to be closed in near future. This will 
relcase the equipment taken &om the closed c h i  
and help to complete them. 

(8) There are dWm% porsiMlitica of having parmancat c h m  
ctntrer over the next few years at Aurangdd, Sunhana d r l  

Bhsdrrr." 

4.9. Based on the position indicated a h :  the Cammittct d O f k m  
ncmmended the following course of action:- 

"(i) The equipment at Delhi Territory idle centres need not be 
disturbed. This equipment should be kept for u n n m w  
the new permanent centred at Aurangabad, ICnnbana and. . 
Bhadus since it is not considered technically advisable to seU 
the machinery now and purcbasc it later. If, however, it is 
felt to be adminis?ratively more convenient thm only the 
equipment may be disposed of now and fresh equipment por- 

later. 
( i i )  lb pointed out earlier we have already taken action to make 

good/repair the equipment removed from the idle centres. 
Then might h* some marginal purchases to be made at t .  
time of establishhg the new permanent centres. These 
purchases could be made at that time. 

Note.--Tf Kama centre is to  be replaced by another temporary 
centre or mare trmporatp ccntrea are to be set up, the equip 
ment will have to be purchawd for t9at purpose. (TiU sucb 
time as the new permanent centres are set up the equipment 
from the Ddhi Temtarv Centres couM continue to be used tart 
these temporary cen&a.Y' 

4.10. me latest .posttian regarding the otllisa'tion/dispasal d the 
madrlnery and cqrriprncet d the daaed mHk colledtan and c M b 8  
tfes, as stated by the ?bfhlstry is given bdrm. 



. .4.12. For the commissioning of the Milk Collection and Chilling 
Cuntres at Bahadurgarh and Kharkhoda (Haryana), negotiations are 
atloop 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'£rom there. As soon as arrangements for tho 
procurement of adequate quantities of milk from these areas are finalised 
immdiate steps will be taken to commission the idle Milk Cokt ion  and 
Chilling Centres at Bahadurgarh and Kharkhoda 

- 4.13. The machinery and equipment of the remaining three idle cen- 
bns viz, Bawana, Najafgarh and Alipur have been partly utilised for the 
establishment of MCXCs at Mathura and Bikaner and the balance 
mdchinery and equipment ate proposed to be utiLised for strengthening the 
Mc8cCCs at Bhadus and Punhana and for setting up a new MC&CC at 
Aurangalmd. It may be administratively, technically and financially de- 
W l e  to retain the machinery and equipmen& available at the closed 
MC&CCs for utilisation for strengthening the aforesaid MCWXs and se#- 
fng up new MCBrCCs as indicated above. 

4.14. Regarding the setting up of the centres at Punhana, Bhadus 
rsd Amgabad, the position has been indicated as under:- 

(i) Temporary anangtments 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 havc 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 
Pradcsh for setting up a new centre at Amingabad is in an 

. . advanced sfage. 
4.15. The Committee pointed out that the Delhi Milk Scheme had 

estabkhed their milk collection centres on the road sides with' the result 
that the people from remote places were not in a pasifion to bring milk 
to these centres and enquired whether any arrangement existed to collect 
rmi  from such people. The Chairman, Ddhi Milk Scheme, ha- stated 
during evidencc.that the milk dection and chilling centres had been set 
up on mad sides so that milk mieht be mllccte.1 easily and brought quick- . 
ly to the Central Dairy of the Dclhi Milk Scheme. He has added that 
n i  who bmo&t milk fmm far away places to the coUectim & n t h  
were paid transpatation cbargu. . 



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 were 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 have also provided our own generating sets 
at the chilling cen:res 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 season to season according 
to the production of milk products in the neighbouring areas. 

We close down such centres in summer where we find they 
don't get enough milk. So, we keep regulating these centres 
constantly." 

4.17. At the instance of the Commit!ee, the Ministry of Agriculture 
and 1rripat:on (Departmcnt of Agriculture) h:wc in a note da'ec! 26!h 
July, 1977 stated the latcst position reearding functioning of the r i ! k  
collection and chilIIng centres set up by the Delhi Miik Scheme:- 

"Out of the stven closed centres, the two at Najafparh and Bawsna 
have been recommissioncd nv.c.f. 17th September 1976 and 
17th October 1976 re~pcctively. Thc capscities of these 
centres is similar to other centres vi:.. handling of 150 quin- 
tals of milk per day. During the year, the maximum and 
minimum u!ilisaticm has been as follows: 

Najafgarh r 36 o!, 93 % 
Bawana . 94% 64 O4 

The economics of these centres have not been worked out. 

Out of the 15 centres, two centres. namely, Kama and Pilkbuwa 
have since been closed down w.e.f. 1st February 1975 and 
27th Match 1975 respectively. Kamn centre had to h closrd 
down, as per the agreement with Mls Dalmia Dairy, under 
which DMS would not co1lec4 milk in the Defhi Milk Schemr 
milk shed area in Gurpnon, Pilkhuwa centre had to be closed 
down due to fall in milk cokction in the area as also due 
to proximity of Massuri & Gulaothi conveniently handled. 



Anather antre at Mathum Was, hmVer,, started w.e.j. 18th 
August 1975. 

The maximum add minimum utilisation of the remaining centres 
during the yeat 1976-77 has becn as fdhws: 

.------ --.-..--. .... 

. . . . . . . .  66 % 
. . . . 86 p/, , . . . . . . . .  83 X 

. . . . . . . .  761 :> 

. . . . 9406 

. . . . . . . .  7s 34, 

. . .  5 1 ":. 

. . .  64.. 

la0,. 
. . 69'';. 

+go: 

s*?;, 
. . 65";. 
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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 mi& collection and chifling. the Ministry have stated as fol- 
laws:- 

"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 timcs butter oil 
to meet the requirement of fluid milk in the Delhi city. Mobi- 
king  raw fresh milk has, thmefore. been its utmost concern. 
The main consideration9 for opening of new centres has becn 
the availabilitv of adcquate quantities of milk around the 
place nf opcninr of the centre. However, it may be mcntbned 
that the D.M.S. did not open ncw cenne except at Mathura. 

The ChFing Centres were cstabliaherf in the initial ctapen (1959- 
1963). T%c widdines. it nnv. on the basis of which chilling 
aptm were crtabti%hcd arc nnt available. However, h may 



be stated that the main criteria would have been the availabi- 
Hty of adequate quantity sf raw milk, besides availability of 
power, sweet water, easily accessible road etc." 

4.39. h t  the coordination maintained between thc = Milk 
%hame and State authorities and others concerned. the Minitsry have 
rutrd:- 

"Delhi Milk Scheme and the Ministry of Agriculture, Government 
of India remain in constant touch with the organised d a i i  
organisations in the neighbouring States and State Govern- 
ments. As a matter of fact, the D.M.S. is receiving raw 
milk supplies from the Disrrict Co-op. Milk Unions oE 
Rajasthan organised unde- th.: Raiaqthnn Diary Develop 
ment corporation, Pradesbik Dairy Cooperativt Federation, 
U.P. Distt. Cooperative Milk Union, Meerut. Supplies of 
milk in the past year have also been received from Haryana 
Dairy Development Corporation and Punjab Dairy Develop- 
ment Corporation." 

4.20. me Committee mote hat  7 coUectbn and cbUliag ctnlru located 
b Bahndorgarh, Alipor, Najdgmh. Bawana, Stmepat, Kharkhd and 
dslmpla were closed between Janmrg 1965 and September 1971 on lreolml 
of m a ~ o m k d  opedon and non-availability of millr. Bcsldu tbt expendt 
tnre on hmd, b u M q  aed other anMary wkks, the expenditure incurred 
en the phnt and na.~hiwrp of tbesc centres was Rs. 17.43 lakhs. I t  has, how- 
ever, been stated en 26 J d y  1977 &at of the ctosrd centres, the rmlk colltc- 
baa and cbilfhg centres at Najafgarh and Bawana wme recommissioned 
r.e.f. 17-9-1976 .ad 17-11-1976 respectively. The Committee h e  further 
bwn infonncd on 26 July 1977 that two more lailk collection and chilling 
antres at Kama mrt Klkkawa hod to he r losd clown w.e.t. 1-2-1975 and 
27-3-1975 r eqdve ly .  Kmna centre was d d  down as per rffncment 
4th M/s D.lmh Dairy rmder wbicb the Dcmi Mm Scbeme would not col- 
kct milk in the Mi Mmt Sebeme milk shed area fn Gmpaon. Pilkbm 
m t n b d d o k d o # d d c m s h b t r r l f h r m B L c d l e c ( i o n h t k m m  
rlaa due 10 nm~imiiv nf Mmwri nnd Gwlmoihi cc.nth.c whew t!:e rn~R cob 
k c r c d i n t h b m c d d b e c o e w d d y b r d s d .  

4.21. Tk PaMk Acrountsi C~rndttee in M r  27th Re- (4th I d  
Sahhr) (Apt4 1968) had rscormrcnded thd tbc DclM Milk Schcane ssoahl 
( ~ n d ~ ~ d ~ t b t ~ d t b t c ) o g a d m ~ m l k c t i 6 .  
a a d & ~ ~ ~ ~ ( b s l l l l P L h t r p r r r i l r M e r f ( h c s c m t m r e L o n f B  
I r b r v r r r l c l r r r d n r l v t a d i n r ~ r r c s w h m f h c m c c n t r r c 9 ~ t o k f e t  
na l ~ ~ r o ~ ~ ~ . t h c ~ s l ~ s c r d ~ c r l ~ l r n i e u k  
a t t ~ B s d r r Y L e e m ~ m y & ~ u w b r r d r t s s r r r i m b & l  

Il.rm*. N m .  b;rldarlprb m d A ~ w l R b a s L i t t e d C b 5 a d u ,  



Funharm in C q a o n  District where land bas been acquired for establishing 
chilling centres and to Mahajan in Bikaner. Since the capacity of -fan 
Centre is being planned double tbat of the other centres .wo sets uf equip- 
ment will be shifted to that place. P b t  and machinery has not been installed 
at Sampla. As regards disposal of buildings at Bawana, Al.pur and Najaf- 
garh, their availabiity Is being intimted to the various Ministries, attached 
and subordinate offices of the Government of India and the 1)eIhi Adminis- 
tration. On bearing from interested Departments further action will be 
EILLm.'' 

4.22. It is evident from the Audit Report that during the period 1969 
to 1971 some more c b i g  centres had been closed. It is also seen from 
Ute reply of the Ministry quoted in paragraph 4.60 of the Report that the 
proposal of the Scheme to set up a Milk CoUection and C h i i g  Centre at 
Mahajan in B i e r ,  bas not materialied. Tbe Committee regret tbat 
despite (he assurances given by the Government to the Public Acconnb 
Conimittee, tbe milk collection and chilling centres remained closed for four 
years and longer periods end conclwive action to ~ u t  surplu~ plant 2nd 
machiuery to alternative uses was not taken by Milk Scheme. It was only 
30 April 1974 that a Committee of Officers was constit~~ted to go into (be 
qne,.tkkn of utilkafion of the machhery slvaihbEe with :I?c d:)s=if milk coDcc- 
tian and chilling ccatres. Tbc Committee of Officcrs submitted its report 
on 20 September 1974 and recommended the diq~m11 of (he plant and 
machinery quickly isthere was little posihilitp of es!nb'is!~ing new ccnires 
h~ the existing milk-shed areas of Delbi Milk Schcmc$. Since the rerom- 
mendations of the Commlttec were hlsnd oa crrrtain npwmptions, the C h i p  
man, TMhi Milk Srhemc. iwued fresh gu;delinc$ f c b  *I?? Comrni'tcc nf 
Officers on 26 LF;eptember 1974 and ordered for a review. The Commit'ce 
again met on 22 January, 1975 and submitted anotber report on 24 
January 1975 wbrrein t h y  recommended the utilisa'ion of fbe p:ant and 
marhioetly for collIltniSi9ioning of new centres and for streng'btaing 4hc 
existimg ones 

4.23. Tbe mte of Q# Chahan, DeIbi Mm Srhcme, had clearly moda 
out the poiofa for the r~~~llsideration of tbe commitfee of ofiicen. Tbb 
Committee feel tbat n o d v  the Committee of WIkery shonld bave asce~ 
taiaed facts instcsd of making recommendations oa assompl:ons, It  b 
prfsbrg that dtbougi~ tbo Chairman's guidelines were given on the 26tb Sep 
tember 1974, the Committee of Omcen, for reasons unkaowns took four 
wtnlhs to meet a ~ d n  an4 ccnr~ider the matter de novo. It ia vlI the mom 
smprklmpr tbPt witlrln two days of lheir meetinq thev Bnal'urd their reparl 
and t e v d  tbeir tPGCr rcmrnda1JollS. Even these wcomn?endmtbm 
do mat appear to be conehirive as tbese were recommended for utitblbe al 

"E.I) 



plants and machiury for commissioning of new centres and for strcngtheiing 
the exisling ones. This shuws that the Committee did not bestow proper con- 
sideration w k h  they should bave to the issues invaived. The Committee 
would like to be assured that the examination of the issues were thorough 
and adequate. They would also like to know the rcasona 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 1965-71. . 

4.24. According to the Intonnation furnished to the Committee, the Mi& 
('ollection end Chilling Centre at Soaepat bas already been commissioned 
and efforts are being made to recommission the centres at Bahadurgarh and 
Kbarkhodn. As non-utilisation of machinery purchased at heavy capital cost 
eonstitufes a recurring loss, the Committee would like the Ministy/Delld 
Milk Scheme to ensure that arrangement9 for proper daisMion of the assets 
of the closed milk collectioa and chilling centres are finaliied withuot delay 
and implemented in entirety. They would also like to impregs that in future 
before setting up such centres, Delhi Milk Scheme sbonld ensare that raw 
miUi is available in adequate quantity in the areas of collection and tbt 
rcntres do have proper handling and chilling crrpacitics. 

4.25. Ih? Committee are surprised to find [hat Government have not 
warkd out the economics o I  &c 3 ? i and cliil:ing 
centres sc! up by the Delhi Milk Scheme. i n  the absence of such an exercise 
the Committee are unable to mdersaand bow the Delhi Milk Scheme ensored 
that the centres were functioning in the best financial interest of Government. 
Ia fact, the Committee note that except milk collectinn and chilEar centre 
at Msthwn. a?! othrr centres wrre working far below their insSdled capaciQ. 
The mnximum and minimum utiriation of some cenfreq during 197177 baq 
been below economic level. These cases ere of (i) hQawn5 (51 per cent and 
10 per ctnt), (hi) Nhrsri (18 per cent and 8 per cent). Pifatla (49 per rent 
and 8 per cent) and Sardbnna (52 per cent end 16 per cent). In view 
of tbe fact that a number of milk eollecofb. and chnlia: rcntres had to be 
dosed down in tho past due to their aneconomic opeartion, the Committee 
desire (hat Government should work out economies of all the centrcs with- 
out any loss of time and w e  timely action to improve their working, where 
aeccssaq. It L also prom tbrt Government should dearly lag down policy 
about location and nmnlng centrw in consultation with the Sbte nutborities 
md others corrcerned. 



4.26. Tbe table below indicates the procuremeat of mi& ad.-wurapp 
of millt during the last four years:- 

Total Sour Perantage 
procure- Wk QCmurmilk 
ment af to total 

milk . pMcUry 
ment of m11 k 

4.27. The sourage of milk was higher in the winter season as compared 
to the l e a  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 chilline 
centres and breakdown of vehicles etc. 

[The Ministry have subsequently informed the Audit in April 1976 that 
they have taken remedial mbasures like provision of generators in all the 
Centres and addition of milk tanken.1 

Omission to convert sour skinrnted milk into britrer-milk powder with a 
view to fetch higher unit realisation. 

4.29. Although the quantity of sour skimmed milk availnble with the 
Scheme has been much less than the capacity (18,000 litres per day) of 
&he Milk Drying Plant yet large quantities of sour s k i e d  milk were dis- 
posed of by the Scheme as such and not converted into butter-milk powder. 

4.30. As the sale of butter-dk powder fetches a higher unit realist- 
tim, 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 Mana~cment pave (November, 1974) the follwina reason5 
for wRin9 w r  skimmed milk in liquid form: 

(a) Receipt of soar milk in exctss of the availoMc caplleity d the 
Drpl.ng Warn on m e  occad-. 



(I ) Breakdown or failure of the Milk Drying Rant. 
(c) Non-availability of steam due to coal shortage or failure of 

boiler plants. 

4.32. 'No data seem to bc 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 lndia for the year 1974-75, Union Government 
(Civil) .I 

4.33. The Ministry have informed the Committee that during 1975-76, 
38.52 lakh litres of sour milk (including 11.21 lakh litrcs purchased as. 
aour 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 Delhi 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) 7he cntire quimitics 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 extractcd 'from the sour milk dongwith fat 
obtaincii from the surplus raw milk etc. were processed for 
thc ixmufacture of ghee. \!b.r separating the fat a n t &  
Irom th: \i,:lr milk, thc balance quanrities of sow skimmed 
milk wc:e utilised in the production of powder and casein etc. 

(ii) The sour milk i -  vnt <old r8u t  tn the outside, oarties as such, 
hut i t  is  sold aF+r ?a-aratinp the fat when it is caned sour 
skimmed mitk. Thc figures indicating the year-wise and the 
party-wise 371e of sour skimmed milk during each of the three 
years from 1973-74 to 1976-77 are indirated below:- 

(All fipm in KO. ) 
Name af thc parties tn whom the sour akirnmed 

milk was sold. 1973-74 ~74--5 1975-76 1976-77 
----.. - -  . . . . - --- -- 

I .  Mh. Foremaat Dririn Ltd.. Saharan- 5,58468 18.80.137 6,33,5& . . 
pur. 

3. MIS. Infant .Milk F d .  Moradabad. . . . . 
4. Haryma Faod Plant. . . . 98.54 - . . 

Total: . , . . . 6,57,016 Uts3.4Q8 36,a~:8 14kl51218" 
-...-- * " -- --- - -- - 



4.35. The Conunittee enquired the reasons for not utilising sour milk 
fully by Zhe 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 hnppcnqc 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. Rut some 
times because of large scale clectricitp failure or other prob- 
lems of that type, wc hrwr: very much more sour milk than 
we can possibly dry in  our  plan!^. Spur milk deteriorates 
fastly; it becomes acidic and ullfit for human consumption. 
A few years ago wc wcrr facing a trcmcndous problem of dis- 
posal of sour milk and nobody way prrpnred to buy it from us 
Threc or  four y e m  s r o  w,- flontcd tenders nnd some factories 
came up with offers in responsc to those open tender notices. 
We have contractu:il n_creerncnts with t h s e  parties during the 
last three years; the contracts arc entered into nn an annual 
ba;ls ol opc;~ tciide~ sytom." 

4.36. T h e  Committee asked why qovr milk w .1~  not retained in d r i p  
rated tankers. The reprcsontn:ivc of tbc W l h i  Milk Scheme has replid 
that the capacity of such tankers wns limited 

4.37. Tbe Committee are perturbed over the increnvinc trend inzorlme 
of milk as they note fhat it has increased from 26.98 lalilt l i tm in 1971-72 to 
58-52 lakh litres in 1975-76. The reasonv adduced for th- soarage of mflk 
are prolonged iatermpthas in power snpplv at rnqk conecfion and chilling 
~ t r e s  m d  bteak-down of vehic1e.p etc. The Committee note fhat the DeRi 
Milk S c h  Bos h e  taken remedial measores fn {bis rgard hv providim 
ememtors fn all tbe Centres and additional mitk tanken for hanspnrtation 
of mRk to fbe Central Dairy. Since souraee of milk reduces to lhat extent 
fhe avai!ahiiitv of paptcurlaed miIk, the Committee need hardlv emphastm 
fiat concerted measures should be @ken to ensnn that the pcrccntme of 
sourape milk witb reference to the total pracnnmcnf 4 kept to f i e  minimam 
ar ,rat iesst O the norm which map be detenniatd an the b s h  of past 
experipnce af aansrpi yeam. 



and 36.73 Wdr lftns fn 1975-76 ta. oetside parties & i  to caetroeQ 
entered witb them. Siuce tbe scrb of butter mi powder f e t e k  a bigbe? 
prke (baa sow skimmed mi&, it is bat proper that the Ministry shod& 
eiramine tbe feasibility of acquiring additional capacity for milk drying so 
that anore sour drimmed milk is converted info butter milk powder. The 
Committee would Uke to be informed of the action taken in Ulls behalf. 

4.39. The Cammittcs would I& to point out that o w  of tBe Dairies 
M/s. Dalmia Dairies, Bharatpur~have increased the intake of sour slimmed 
milk by nearly 9 times in 1W5-76 as compand to 1974-75. The Com- 
mittee would like tbe Ministry/DeM Milk Scheme to h d  ont as to. bow 
this and other pnmssSlrg DPlrfes who purchase sour skimmed milk are 
able to utilise it to economic advantage with a view to see whether by pro- 
dding some PdditIOllPl/bnlanclng qdpmtt tbe DcUli lWilk Scheme codd 
not utllisc the entire or at leasf the bulk of s o m  mmt for pmcedq, thw 
cutling down on the Iowa, r 

4.40. U is not clear to the Committee as to bow sour milk is purchased 
~ t i r e W l h i ~ ~ e ~ w k n i t h P s b e e ~ s t a t e d t b r t t b e n L ~  
moogh capacity available to handle even tbe milk wlmicb turn sour either 
h the p r o m  of caDectlon o r  bsmport. This Pspect needs lo be gone Into 
wilb a view to see tblf soam mfOt is not parcB.Jcd d e s s  it is absobtdy 
~ a t t e l . n d ~ t o d o m b t k o ~ W e r e s t o t t h c p b a t  

Worklng of Bikaner Centre 

Audit Pmagmph 

4.41. The table below indicates the procurement of cow's milk from 
Bikaner Centre, the average prwurcment 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 years 1971 -72 to 1974-75: - 

Total nrocummmt du ing the yrxr ( in lakhs 
of kgs.). . . . . . . 50.32 15'98 12-71 47-81 

Averaqe procurement per day (in lnkhs af kg.). o- 138 0.4 o- 034 o' 031 

Avcragr: Inn of fat in transit ( p e m n t a ~ . )  . 4. oo 4.47 ~ 6 9 *  N.A. 

Averap4on of milk in transit (percentage) . 1-76 P- 12 N. A. N.A. 

Averaye hm W n q  cost per kp. (in paise) . 14.5 IQ.9 45-oo N.A. 



4-42, 'Q~c Wowing observations are madc on tho woEhlag of th., 
Bikaw rLntn:- 

(a) In reply to paragraph 3.85 of the Public Accounts Committea's. 
TbvmtySaventh Report ( 1967-68 ) , the Ministry had stated 
(November, 1968) that lean procurement of nearly one Wrb 
litm of cow milk per day could be built up in this area and 
action for setting up a balancing station (mirrly for chilling 
and storage) within two years to  handle this quantum was in 
haad. These anticipations have not. however, materioli i  ao 
Eu (N-kr, 1975). 

(6) Due to constant downward trend in procurement of milk from 
Bikaner, the handling cost per kg. of the miIk procured rose 
steeply up to 1973-74, thereby adversely affecting the econo- 
mical working of the centre. 

( c )  The losses of fat and milk intransit from Biknner centre to the 
Central Dairy were much higher than tbore sustained in 0th- 

. . centres, as per details given below:- 

The Manapcmcn! stated (Kovcmh:r. 1974) that ;I Cammittrc of 
Officers had been appointed to go into the question of hand- 
ling and trmsit 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 milk to Rajasthan Go Seva Sangh, Biiarkr on 
the bash of procurement price PIUS 21.5 poise wr litn to 
cover the handling &area (excludina overheads) for d i d -  
bation in Bikancr city on rur prcvfit no loss basis. As the cost 
of handling the milk at Riknncr (cxcludino crverheac)r) m a  
hi&r than the rate of 21.5 p a k  per litre. the Schema RulFtr- 
ad a lm of RI. 0.91 lakh an tbe sale d milk ta S a d  during 
the p d d  from April, 1969 to December, 1973. 



[The Ministry have informed t4 Audit ia April 1976 thm4the~So8smo 
did not work on the principle of no profit no loss basis and that there war 
inevitabb dilIerence because of the policy of not charging thk overheads on 
establishment, frcahg and transport charges incumd by &hi Milk 
Scbeare. It is seen from the procctdings of the Management Committee 
that while they had decided to forego that overhead charges of 3.9 paise the 
bdane reduction of 2.6 paise out of the total estimated a t  of 28 paise 
was to be effected by economics in freezing and by foregoing h a d b g  
charges.] 

Pm&s for the production of pastermrmsed milk 

4.43. Tbe Scheme in the past supplied liquid pasteurised milk of various 
grade viz., standard milk with 5 per cent fat collterit (4.5 per cent from 
10th October 1971), cow milk with fat content ranging from 3.6 to 5 per 
cent, toned milk with 3 per cent fat content and double t d  anilk with 
1.5 per cent fat content. With effect from 5th November 1973, bowever, 
only special toned milk with 3.5 per cent fat content and doubled tonad 
milk with 1.5 per cent fat content is being supplied. The solid#-not-fat 
content of special toned milk k 8.2 per cent and that of double toned.milk 
9 per cent. 

4.44. Raw milk has an average fat cwnttnt of 6.5 per cent and solids- 
not-fat content of 9 per cent. Raw milk received at the Central Dairy h 
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 makc good the 
solids-not-fat content and butter oil/white butter to make up the fat con- 
tmt. For this purpose. reconstituted skimmed milk is prepared witb 
skimmed milk powder and water, and white buttertbutter 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 requid 
crade of liquid milk. Raw milk, reconstituted skimmed milk and 
bind milk are pasteurised in the pasteurisers before being pumped to tbe 
blending tanks. Milk in the blending tanks is testad as to fat and solids- 
not-fat mttbne and then pumped to tbt bottling liae fsr battlhrg. Batrled 
milk it sent to the cold staralqe for dhUn'bratioa. 

Prtnirr~~-mix and utilisutIon of capancapan@ 



the lest five years is given below:- 

Ohm (in -.) 3-07 9'59 6-74 0.18 ~ ' $ 6  
Table butter (in KG.) 1.16 o.go 0.41 0.07 0 5r 

Butta milk P d c r  (in Kgr.) s.63 3.19 1.51 r .63 1.60  

& = d i d  milk 
(Number of bottla) 0.82 0.86 1 -47  s.08 6-46 

(in Kp.1 . Nil Nil 0.04 0.04 0.07 

1- (number of c u p  and 
b 4  . . 0.69 0.74 0' 77 1 - 07 O- 80 

COIlllCCtiOn, the following observations arc made:- 
(a) Out of the total turnover of Rs. 12.29 crores in 1972-73 and 

Rs. 11.85 crores in 1973-74 the sale value of liquid milk was 
Rs. 1 1.11 crora approx.), and Rs. 11 S8 c r o w  (approx.) 

resptctiveij. The s l e  of ghee, butter and other products thus 
constitutcd about 96 per cent and 2.3 per cent during 1972-73 
and 1 973-74 respectively. 

(b) The Scheme does not work out the cost ot and contribution 
by different products in formulating its product pattern. 

(c) While quantum of milk processed in 1973-74 was marginally 
lower than that of 1972-73, the production of ghee, butter and 
butter milk powder in 1973-74 showed a steep dccline owing 
to inadequate supplies of raw milk. The production of milk, 
ghee and butter, however, picked up in 1974-75. 

(d)  As mentioned earlier, the processing capacity of the Central 
Dairy was to increase from 3 lakh litre 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 litrcs ptr 
day only. The 'actual process;ng during 1970-7 1 to 1974-75 
"was 2.75 lakh litrts. 2.90 lakh litrcs. 3.01 lakh litres; 2.97 

, . takb litm and 3.10 lakh litres per day rcspcctivcly. 



(a) The capacity of byeproduct plrnts was p m l y  u n d e r u ~  
as per dotails given below:- 

Name oPPlaa Rated Pacartage of capacity uti lkd 
"pncit~ 
pu &Y 

1970.71 1971-72 1972-73 1973'74 '974-75 

Chc Manuhcturing Plant . 8wokgs. 10.5 1 2 . 3  93.0 0.63 1g.W 
Per &Y 

k i n  Plant . 7 K Nil Nil 1.6 1 . 6  a** 

Icc-Cream Plant . pet &Y . 57,60,ooo 1.20 1.30 1.34 1.86 1-41 
cups and 
ban per 
Y =- 

(0  It was noticed that, on account of low procurement, generally 
the quantum of fat in the raw milk was less than the quantity 
of fat nquired 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 noticed that in 1972-73 and 
1974-75 there war large scale diversion of fat in the raw mill; 
for the manufacture of ghw and in its place butter oil 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 produdon of 
pasteurised milk and use of fat in the raw milk for 
of ghee had not becn worked out hy the Manage 

4.46. It was explained (Judy 1975 by the Management that the main 
reason for this diversion was sufficient quantity of butter oil. which had t o  
be consumed on priority basis to avoid spoilage. It may be mentioned. 
in this connection, that the Scheme h:ld not installed the uir conditioning 
unit for butter oil storage pravided in the second phase expansion at an 
estimated cost of Rs. H lakhs (refer paragraph 3 ) .  Had this been done, . . -  

the problem of spoilage, if any,'might not have ariwn. 

[The Ministry have further informed the Audit in April 1976 that apart 
from the'msons already mentioned in thc para an increase in the consump- 
tion of skimmed milk powder and butter oil mainly results fmm dcilinc in 
lbe availability of fresh milk. It 'has further been stated that no ghec is 
produced d u h q  thc lean season.) 



4.47. ( i )  Loss of far in prcwessing uf the Ctvurul Dairy-Non-fixation 
of process! transit lossc.3 was commented upon in paragraph 80 o f  Central 
Government Audit Report (Chi1 \. 1970. 111 June 1970. the Manage 
ment fixed a norm ot 1 pel c2ri: f , ~  ioss crl fat (from thc stage of receipt 
of rau milk at the Crntial Da~r! to thc 41:r~c. liudlng ot m ~ l k  bottles and 
cans in the milk vans :t\ ncll ; I \  ~ransfer of bye-prtducts to the distribution 
branch) during the pcricd f ron  :\p~il 10 Scptcnlbfr and 2.5 per cent from 
October ro March. zuhlect to an werall limit o f  2 pel cent for- the whde  
year. i 'i 

4.48. In Jul? 1971. Gove~nnlent decided that accounts be maintained 
eparately at the Central Dnir! of milk handlcd for fluid consumption and 
of fat utilized for milk and milk product\. Subjcct to this, the norm ,for 
handling losses was fi\rd ;it I per cent for milk handling and for fat at 
2 per cent of fat utilized nith effect from 1st August 197 1 .  

[The Ministry l~avc  inftlmmcd the .4udit in  ~Apri l  1976 that norms fixed 
earlier were not redistic and u-or-kahlc ;n  the present contrxt of thrlworkinp 
in  the Delhi Milk Scheme.!. 

4.49 It will b t  seen from the data pvcn  hi-low thet actual fat low u r a  
in excess i)f the above norms durinc 1970-71 to 1972-73 - 

4.50. I hc Management attributed ( No\cmhcr. 1974 ) thc increasc in 
fat 1osw.r to the following <factors.-- 

( a 1  Incrcaged use of hutter oil for rcconbtituticm of milk on account 
of decline in bavail:~bility of raw milk. 

(bl  Progressive declinc In thi ctwdit~on and pcrforrnancc of milk 
handling rnitchincr? ; ~ n d  cyuiprncnt tluc to continuous u s .  I 

(c) lxakage of butter oil ftrrrn tin\ d u r i n ~  tranaportrrtion. 



(d )  Sticking oflbutter oil to the side of the tins, while pouring out 
in the hoppers. . 

431. Tho 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 rcrnained 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 details given below:- 

.+ - * -- - -- 

1973-74 1974-75 

I n  lakh Kqr 

k . ~ t  r~ I I I  I L  & I I I <  1111 1 8  I ,1111. ti tlnr L, - -  1 t < 94 

3 0 7 1  --Fi~t In raw nlilk h,i\ bccn L ' O I I I ~ L I ~ C ~  on tnc bas~s of average fat con- 
tent of 6 3 pcr cent in  huffalou milk and 4 per cent in cow ndk .  

[Tk Ministry have infornlcii thc Audit 111 April 1976 that the un- 
wcounted far during 1973-74 dnd 1974-75 u.orked out to 0.49 lakh kgs. 
:twl 0 . 9 2  lakh kgs. only and thcse were \vithin the nornl fixed by Govern- 
I ~ I L ~ - . ~ .  The main rc.:zscr;i f : s ~  :?>.: discrepancy between the figures worked 
out i n  Aurii~ and tho\c w ~ l ~ i c d  nut by thC Ministry now i s  on account of 
iidoptio11 crl it\.cragc fat cc)ritcnt in huffalou milk as 6.5 pet ccnt bv Audit 
and ;IS h pcr crnr by Mini~ t r ! .  

4.5 3 .  A4 aL':iinst the norm ot I per L+CIU filed hy Governnlent in July. 
19' I .  ;md eflccr~vc from 1st Auguct, 197 1 .  the overdl actual k ~ n d l i n ~  
loss of ;ill prrzrfr.4 of milk was \tilted to. he ;ihou! 1.5 per cent in 1970-7 1 
;tnd 197 1-77,, 2 .07  per cent i n  1972-73 ;~nd 3.05 per cent in 1973-73. Tha 
incrcnsinr pcrcent;wc of 1 c w  \\a$ attrihutcd bv the Management to I ~ L -  

clxlinc in t l~c  condition and pcrform;incc of the plant nntl equipment. 

['k Ministry have informed the Audit in April 1976 that the norm of 
1 per cent lav, ir pcneral:\ fixed for thc dairies which arc only 1-astcifrising 
ml bottling milk  ns i t  is,] 



(iii) IneIlfcctrivc conrrol over losses of fat Md milk in ptoscss 

4.54, The fohwing obEcrvrrtioas are made on norms and determination 
of loss of fat and milk in process:- 

(a) Norms have not been fixed stage-wise (e.8. separately up to the 
battling stage and fnw bottling to handiing/'loadiag in vans) in 
respect of milk, nor separately for milk and milk products in 
respect of fat, with the result that ; m a s  of excessive loss were 
not identifiable to take suitable remedial action. 

( b) 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 utiliscd in the manufacture of milk products and 
pasteurised milk taken together. Similarly. losses of milk 
represented the difference between the calculated production 
bawd on the intake of various types of milk and ingredient% 
such as, skimmed milk powder and butter oil and the quan- 
tities released for distribution. 

Ec) The accountal of inputs for processed milk suffered from the 
following shortcoming:- 

t 1 ) Water for rtconsritutio;~ ~ 3 5  taken through flow merrec which 
were subject to considerable variations. 

( 2 )  As the storage ranks w r c  not calibrated and thc flow rate ~ 3 %  

not constantly maintained, the quantity of raw milk drawn for 
processing into partcuriscd milk was qhown according to thc 
rated capacity ol the plants. which wacr likely to vary from 
the actual intake. 

A s  thc theoretical inputs formed the basis for computing the output 
m terms of the standard formulae. the authenticity of the 
figures of output could not be verified. 

( d j  Production of m 1; p r ~  J u L t <  cnmnlcncc\. .~fter ~ n l a k r  t t f  cream 
from tbe milk-prob ,,-sing untr 4llhouph the aatwnh ~nclrcatcd 
tbe intake d crc~rn and the yidds obtained, there was no 
weighmmt d cnun M a e  it was handed aver to the Product 
Section and the intakc ms mkulattd OD Lbe: basis of the rat& 
capacity of the plant for separation of cream nK Manage- 
mcat could nor. therefore. orcertain tbe actual yield d fat lranl 
cream and the exreat to which i t  varied tram the standard yictd* 
4th a view to taktng prapcr remedial action. 



(iv) t a r s  of fat in the d k  received back fmm the MU& &pots. AU Duy 
Milk Stdls, et& 

Totd quantity Petcent- 
qurrntity 0ff.t lout age of fit 

of' t t m m o e d  (Kp.) lost 
(Kgn. ! 

1979-74 9.499 1,120 11'9 -. . ----- ----- - - -- -- ------ -- - -- - 
4.56. Tbc Mmgemcnt stated in July, 1974 that retrieval of fat from 

returned milk was afkcted by aging of milk in bottles and that the percent- 
age loss of fat was high partly on account of haadling of smaller quantities 
of returned milk and partly on account of malprecticas by tbc drivers, 
mates, ctc who sometimes tampered with the quality of the milk returned. 

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 prt rottrr.] 

4.57. Against the norm of 1 per cent breakage of bottles, the actual 
breakage of bottles during the period from 1969-70 to 1974-75 has baea 
constantly in cxcess of the norm and showed a rising trend from 1970-71 
onwards. as detailed below:- 

-- - -  - - -- - - . - -- - - -  - - - - *  - - -- -- 
P a i d  

"- .-- - 



4.58. The Management stated (Jul) . 1974) that the excess breakages 
were due to the progressive decline in rile condition and perf-amn of 
bottling plant and equipment unsatisfactorv condition nf flooring and care- 
less handling by the workers, malpractices 17 llfcr'a:.~s. ctc. The Management 
further P L ~ C ~  IU ~ovember 1974 that rclncdial nmeasuses as well as action to 
replace the bottling line had been init~ated. It was stated in May, 1975 
tbat revision of norm from 1 per cent to 1 -5 per cent had bcen taken u p  
with Government. 

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

4.59. At the instance of thc Conimittec., rhc Ministry have furnished 
the following informa.inn on the procurenlent of milk from 1311,nn:r 

4.60 In Act~on Takcn Xo;e cm prnpraph  3 ' 5  r:f '7th Rcpart (1067- 
68) nf Public Accounts Comrnittce th; Ministry h;td informed in Ynvcmber 
1968 that  action for se:ting up a halancin~ clarion (mainly far chilling and 
storage) in Bikaner within 2 years was in hand. But according to the Audit 
Para the mticipation had not materialised till November, 1975. The Com- 



mittee desired to know whther any final decision hild 6- takm in this 
regard. In reply, the Ministry have stated:- 

"A balancing station at Bikaner and a Milk Collection and Chilling 
Centre at Mahajan, m s  to be set up by the Delhi Milk Schzme 
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 expressed a keen desire to set up the 
balancing station and the Milk Collection and Chilling Centre 
with funds allocated by the Indian Dairy Corporation Lo the 
State Government under WFP 618 (Operation Flood). Taking 
into consideration the desire of the State Govenuncnt. it was 
apeed that thc State Government may set up the balancing 

st:~t;on and Milk Collection and Chilling Centre with its own 
resources subject to:- 

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

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

(c) Assurance o f  regular supply of milk to the Delhi Milk Schemc. 

Later, the possibility of Dclhi hliIk Scheme setting up a hal,?n;.ing 
station at hlathura (IT.P.! was explored on consider:!tion that 
Delhi Milk Schenw was proccs.iin_c substantial qunnt,ly of milk 
from Mnlhura diqtrict :ind this could provide condition5 favour- 
able to thc setting :IP of :I l:n!ancing station. It was also prc\- 
pt)sc.d tc) pu. up ;I chce.\c pin~lf ;it  h'latliurd. The State Govern- 
ment w x  rcquc\tcd in Fchruary,  1976 to ngri'c to t-hc proposal. 
The final \ . ims of the S!ntc C i ~ v c m m c n t  have not heconic ;iv3il- 
nblc." 

4.61. Asbcd whc:hc.l- th: b,llancin;: .tatinn w t  up by the Statc G n ~ e r n -  
mcnt at Rikancr \$nuid con\cr t  t ! ~  surplw mill; 1vt0 r o v d t r  3rlJ st,pplj *h: 
samc to the Dclhi Milk Schcmc Thc rhairninn of the Ddhi Milk Schcrnc 
ha? replied:- 

"To the cxtcnt Dclhi ;91i!k S c h c n ~ ~  rrquires thcy will supply thc milk 
in the flush scason and thc st~rplus milk will hc. con~crred in:o 
ponrdcr and hu!wr fat and they will supply thc constitt~cnts in 
the lcan sc;~svn. The halancini? station is a ~as:~'ur:wticm nnit. 
Thc qualily of milk \\-ill improve and thc constrnntion of milk 
in the form of milk powder will bc necessary in future when we 
augment the milk proc,curr.nlent from othcr arcas including Bika- 
ncr. In wbttr we do have sufficient amount of surplus milk 



a d  we have to cURLLil milk prac~rt~tb~nt and tall the suppLim 
that for a week they shwld not exceed 125 pet cent of their 
conhactcd quantity. la such a situatioa we can take that mitk 
and conserve it." 

4.62. In collllbch with the extrasadinary losses of milk in transit from 
Bihnca to Cerrtrirl Dairy during 1968-69. the Public Accounts Committee 
(1971-72) in para 4.32 d the Sixth Report (Fifth Lok Sabhn) observed ar 

~o~ows:-- 

"The Scbane bas sustahed an extra-ordinary loss of milk in transit 
from Bi)rancr during 1968-69. Tbe loss subsequent to Septem- 
ber 1968, is not suscepiMe of ascssmcnt as the wcigbbridge is 
stated to have gone out of order in October. 1968. While &be 
pccuh conditions under which milk is procured and tnnsportcd 
from Bikana may warrant a slightly increased loss over tbe 
norm of 1 per cent fixed by the Scheme-which howcvcr. is not 
borne out by the low percentage of loss during 196667, sucb 
high pacmtage of loss in 196849 cannot be regarded as in&- 
capable transit loss. The Committee were informed during evid- 
ence that some theh could not be ruled out although there was 
no sptcific case brought to the notice of the Scheme. The Com- 
mittee would like an investigation to be undertaken into the cir- 
cumstances that kd to such extra-ordinnry losses during 1968- 
69 and appropriate action taken apainst the officialc canccrned 
Tht Committee hope that the weiphbridge would be repmred and 
brought into use forthwith and that care would be rnken to 

that i t  does not go out of order " 

4.62. In pursuance of their recommendation. the Dclhi Milk Scheme, set 
up on 6 January 1972 a Committee of CHficcrs to investigate into the losses 
and to fix rcaponsibility for the losses on the persons concemcd. Thk Com- 
mittee of Ofticers submitted its rtport in At~pust 1972. The obsc~ations of 
the Committee arc rep&uccd below: 

"The Committee fee1 that in a matter of this type, where sizeable 
losses d milk had occurred frquently, the then MICD) should 
have brought this to the notice of the erstwhile Chiairman then 
and there and phlctd the facts of the case before him so th~!  in 
&e interest d Government such 1- could be avoided by 
prompt instructiom at the higheqt letel  in the orpanicatinn. The 
then Manaptr, Rikwn Cmtrc (Shti A. S. Cbudhary) alw 
should have brougfit this to the notice of the Cha'nman directly 

indicating the quaatiblcs reported to have haaa shm r o r r i ~ d  
in tbe DMS 81 snd when hc ~ l ~ t ~ a l l y  pot back the hpstrb mu- 
chm ia DMS tram No. 31, npa5aUy w h a  It was tntcn up tq 



99 
1.A. Saction in their kter No. DMS/IAIIN(2kCZ/14 dated 
4-5-1968 in respect at diflot~~~ccl between the ~uootities a# milk 
puchascd at B i h n a  Centre and that received at the Centnl 
Dairy during the month of March, 1968. 

Tht pilferage of milk could have taken ploce when the milk was 
placed in the brine tanks, ia specialty b i p e d  cans for u period 
of 36 hours in the Rampuria Ice Factory at Biincr.  When 
the ciia was designed, provisiorr for a lid fa that can cwld hsve 
been made in such a way tbat afttr the milk is poured into the 
cans to the extent of 60 ti- the lid could k locked by tbe 
DMS staff on duty at the Ice Factory before p~tting each cam 
into position in the brine tank. Tbe locking arrangemeat. 
would have prcvmtad possible pilferage of milk from each csll 
when the milk in it was in o liquid stat4 and was left in the pre- 
mises of a third party without any watch and ward. The reasoa 
why no such locking arrangement for each can was made at tbot 
time, is not clear. In nply to a reference made by the erstwhile 
members of this Committee, the MCD) stated that tbe variaticm 
could occur due to kss 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 s h m  despatch of milk from Bikaner 
to Delhi although, according to records the quantity despatched 
might have been higher. 

In the course of ttic enquiry. the officers of the Rikaner Gntrc 
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 me 
chokwidar in the night as s guard outside the closed pate from 
which the DMS staff operated was obviourly not suficient for 
keeping n wntch on the milk which was left inside the cans in the 
brine tanks s t  that factory as thc workera of the Rampwia Ice 
Factory cauld have access to that pIsct from within the factoiy 
itself. Thc Manager. Bikaner Centre could have pointed out 
the difficulty of keerinp wntch and ward In these circumstances 
and moved the then Chairman for executing a contract with 
Rampuria k c  Factory in such a way that when thc m~lk ws* 
plrccd in the in the brine tanks therc a d d  be a watchman 
or two ststionad by tha DMS authorities eght inside the Ice Fac- 
tory so as to keep a vigil throughout day and nicht Whrn 
mmspninp: latpt quantities of k n  milk in cam in the lt~epnpc 
van at Bikurtr, thc Manager, Rikaner could hnve wemreri for 
rppnwal d the Chairman for decprtchiag r responsible official 



of his office every time-tht' niilk cans had to be sent from Bika- 
ner to Delhi. ' Ib is 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 frozen milk in cans on receipt in the Central Dairy could not 
be done 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 D h a m  Kanta at Najafgarh. The Committea 
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 vehicle No. FJE-4043, the weigh- 
bridge showed tbe weight of that vehicle as 5670 kgs. while at 
the Dharam Kanta irs weight was shown as 5645 kgs. Thus. 
even in the weighment of one vehicle used in the transport of 
frozen milk from Bihner 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 talien into account when arriving at the conclu- 
sions about the differences in the weight of milk stated to havc 
been deqpatched from Rikancr and thnt slated to have bcen re- 
ceived at Delhi at that time. 

The Committee has not bcen ab!c to lay its hands on any orders or 
instructions issued by the Chairman of the DMS at that time 
w:th 3 \ ~ C W  to tackling thic prn'llcn- T h o  Committee h a s  
not bwn able to find thi5 out drrectly from thc former Chair- 
m m  of the DMS. 

The conclusion, therefore, seems to he irresistible thnt on thc nnc 
side th: f cn Mnnnger (GD). hffP) 2nd Chairman individually 
and collectively could have taken certain step5 to reduce, if not 
eliminate, the losses of milk in transit from Rikaner to DelM but 
bqond pointing out the short receipt of milk from timc to timc 
and beyond a~king for addi'ional chowkidars or othcr staff for 
the Rikancr Centre, thought doc5 not seem to have bcen bestow- 
ed on the basic considcratinns 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 c ~ u l d  be lifted 
from the brine tank with case by the manual-cumzlectric operat- 
ed crane in the Rampuria Tce Factory nor has there been any 



specific attempts made by the authorities thcn to provide for a 
a person to bpecially accompany the cans with the milk in the 
course of their transit from Bikaner to Delhi. 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 despatcb frcm Rik:;ner 1 ~ 1  Dc!hi. We sent our employee 
(Shri D. S. Dchiya. Asstt. Manager) of the DMS with the lorry 
carrying the load of 105 cans of 60 ltrs. 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 frozcn milk from Bikaner 
to Delhi through the tankers appears to have been taken up as 
a solution to the pr-oblcm belt for ce-tain rcascns beyond the 
conml or DMS, :tic s,ime has not bc;n implemented so far. So. 
to prcvent extraordinary losses of milk in transit from Bikaner 
to I)clhi, thc possibility of sending by turn an employee of that 
ofice with thc lorrJz carrying thc milk to Delhi may be  consi- 
dered. 

11 is difficult in such a case of this type to fix responsibility on offiixrs 
who had to !ack!e the day to day problems whether at the Rika- 
rter Centre or in thc DMS. The Committee feel thai had the 
concerned oflicerc: brourht this to the notice of the Ch?' , lrrnan nc 
:I routine from d~r? to ckiy \!!;cncvcr such losses uerc noticcd 
thcn somc means could h3t.c been d;*vised for checking the same. 
I t  is perhaps bcc:~ur(e of the Isrg: loss of milk which occurred 
when i t  i \ , ; ~s  k i n g  i v n s p ~ r t c d  by rail t h x  the rnr!hod of 
tr:ins;wr[ w;:< c l i a~~gcd  from r:lil to road in July. 1972. This. 
for in s tnnx ,  i \  n mrnsurc n.hicfi could have heen tnkcn cnrlicr 
ripht in 196X-69." 

4.64. Regardmy the action taken bq Governnient on the findings of rhc 
:tboci: C'onmitrcc. 11w Cornm;!tee have heen inf,.rmed on 6 Octnlw. 1976. a i  
fol!\3ws:- 

"Th: olfic;rr; c ~ n c c r n c ~ l  h, \ \c  been aqked to furnish the ncit...;ilr! e y -  

planation/clarificnrious in pllrsuance of the recommend:\tions 
by thc E,enquir> Cl.mmit!ee." 

4.65 l'hc Cor.!mitwc dcsi~cd to k n o ~  tllc re.jsons for e v c c e d m ~  !he 11:nlt 
of normal loss of mi'; in tr;ln\it from BAmcr to Ccnttal D:lir~ of the 
Delhi Milk Schcme. l l i c  Cti,:~rlii,~n. Dclh~ hlilk Scheme, h ~ s  <rated in 
evidence:- 

"In Bihner, the collection of milk is done entirely departmentally. 
That is we do not hnvc any intermediaries; we collect the entire 
quantity of milk from the farmers through our own agencies; we 



bring the milk from the distant places which art sixty OX 
seventy miles away from Bikaner. It is brought in our trnck~. 
In the transport t k r e  is a lot of spillur;s of milk from the coo. 
The milk i s  brought from the villages to the Biiancr city. About 
t h e e  years back. we were freezing the milk. The milk is frotea 
into shbs 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 tho 
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 coUactim units, in the ice factory, the 
milk is poured out into the containers from the ordinary milk 
cans and it is faen. In the handling of milk from Bikaner 
aad 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 
l a  was not so much if it was brought by road. By the time we 
brought the milk from the collection centres to the Centrd 
Dairy directly through road, we found that the handtine 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 Delhi Milk Scheme were 
facing this problem, why action was not taken to bring it to the notice of 
the Ministry. The Chairman. of the Delhi Milk Scheme had replied:- 

"As I said we have been trying to introduce better methods of 
handling the milk so that we can rectify this situation. You 
very correctly mentioned that there was a problem and a 
study should have been made earlier and that we should have 
brought this matter earlier. 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 
1 said it is very difficult to fix norms specifically for the fat 
handling quipment. It depends upon how the milk is col- 
lected. As regards Bikaner. as I mentioned, the areas itre 
very far flung and we have made a study of i t - tha t  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 fl grade of milk during the years 1974-75 and 1975-76 against the 



borm 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 percentap of 
fat in buffalo milk is 6.3 per cent. (This percentage is on 
the basis of rates provided in the budget wtimates) as per 
details given below : - 

Pat Received Fat utilised S h o r t a ~  Percentage 
(in lakh Kgs.) 

The percentage of loss during the year 1975-76 is 5.34 per cent as 
Mow: -- il 

Fat Rwt ived  Fat utilised Shortage Percentage 
(in lakh Kgs.) 

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

(Figures in Kilogram¶) 

It wo~tld be observed that the quantitative losses of about 12 Kg. in 
1974-75 and about 15 Kgs. in 1975-76 its compared to the quantity of 
tat of about 4000 Mts, distributed in the processed milk in the above 
years are quite negligible. 



The fat losses in the returned milk are due to the following reasons:- 

1. Sticking of fat to the caps of the bottles and inside the bottlw. 
2. Curdling of returned milk (in which case no fat recovery is 

possible). 
3. Sourage of processed milk on receipt back at the Central 

Dairy which results in fat losses. 
4. De-capping of milk bottles, enroute which results in spillage 

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

5. Breakage of bottles tilled with milk in the process of handling 
en routc and at the Depots." 

4.69. The Con~mittee pointed out that against the norms in terms of 
percentage fixed for the loss of f a t  during processing in the Central 
Dairy. the loss of fat in process in^ had been higher and enquired the 
reasons. The Chairman. Dclhi Milk Scheme. has stated as follows dur~ng 
evidenct. :- 

"The norin for far loss nt !he Central Dairy is 2 per cent. Again, 
the  nom~ has been fixed on an estimate basis. We have been 
d w k i n g  up with several dairicz and also with the National 
Dairy Development Board. There are no norms as such 
fixed for losses. stagewise. 1 do not think any of the orhcr 
dairies or plants have got it. We have asked for the views 
of the Na:innal Dair. Development Bwrd;  and they have 
told us tha? National Dairy Research Institute i 3  carrying out 
certain trials and arc working on this problcm. As far as 
the actual handling lo.sses are concerned. they are due to 
various factors. The more the quantity of butter oil that is 
used which comes from abroad, in  tins-and more is the fat 
loss. The National Dairy Research Institute is working on 
it and it has not submit:ed an:\ recommend:+tion so far." 

' I h e  lossc\ depcnd on n nunlbei of factors Onc is the extent to 
which butter oil is used Butter oil is imrorted and the stock- 
ing of the butter oil i <  done In tin\. Dcspite the sealing of 
the tin*, the spillage of butter oil I ,  there from leaky tins, 
when they comc from Bombay to Calcutta and then to Delhi. 
Then wc h:lvc the machine\ wherc fat i~ utiliscd: their condi- 
tion 1, alqo jlrnportanl in this connection Therc is also some 
dificul!y in regard to comput:ition There is no accurate 
method of computation. In the mechanicid process, it is diffi- 
cult to estimate how much of milk or cream has gone from 



one stage to anothcr. There are flow-mctcrs for [his 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. In  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 niakc Ltn overall accounting. There is 
also tltc human crror. i .e . ,  mistakes in reading the fact of 
loss a t  various stapes. Rut the fat losses depend on the extent 
of reconstitution of milk. In the case of reconstituted milk. 
naturally because it is solid fat, rh,: l o w s  are more than in- 
the casc of liquid milk. The condition of the plant and 
machincry m d  lhr  handling ccmditions also play a part." 

4 7 0  Thc Ministry had stated to the Audit in April, 1976 that the 
i1urm lixod earlicr w c ~ c  not rc41stic in the present condition of the work- 
ing ot t!ic Delhi Milk Scheme Enquired t f  the norms had been revised 
accord~ng to the prcwnt cond~tic-rns, the Chairman. Delhi Milk Scheme. 
Jrpnwd.-- 

"W'e have referrcd this m:tttcr to the Government and final deci- 
\ion of thc Govcrnrncnt is  awaited." 

"The ~ t o r ~ n s  f o r -  fat l o w s .  1 understand. have not been worked 
out b. :my of t h ~  ditiries incluiling thc Amul Plant. .4 study 
is goins o n  in t h ~  Yatiun~tl Dairy Kcxarch Institute about 
this rn;~ttcr. Al'le!. ~ l l c  study results are awilable to us, we 
would be nhl~-  to fix up thc norms. So. we would be guided 
I > \  tllc i.csult\ of the X\;;trion;~l I h i ~ ! .  K ~ ~ ; t ! ' < l i  Institute." 

4.77,. . r l l c .  C'ornniittcc cnq\!ircti how thc increnscd us? of butter oil 
could incrcasc the fat loss. Thi. Chairm;~n of thc Delhi Milk Sc!leme 
h;\s dcpnccd : -- 

"We m:tint:lin the plant :ind equlpnwnt to the be\t of our ability. 
But the rroblcm i ,  that during 24 hour>' L I ~ .  wi: have only 
a limited time avai1:lblc for repairing and overhauling them. 
7hc  nracllinc4 arc uwJ  for 2 or 2 !  shifts a cia!. Thc! also 
have to  be cleancd. The timc nvailohlc is short, Moreover. 
there ;Ire problems inherent in the handling of butte! oil It 
comes in containcrk ;u\d thew containers solnctime< start 
Icakine. The fat comes out of the containers i n  the procecs 
of handling them. The fat in the containers i \  melted and 
poured out; still some F,it sticks to ttic side$ of the ]inch. It 



is d i t b l t  to remove a thing like fat from a container mdm- 
ly. Then, the process of mixing of the butter oil, after it is 
taconstitutbd into milk, requires ban-dIing of pure fat. While 
tho loss of fat in milk is only 6 per cent, here it is LOO per 
cent. So, the quantity of loss gbes up if you i-se the 
use of butter oil." 

4.73. The Committee asked whether the problem of sticking of butter 
oil to the tins had beta examined by any expert or any opinion had becn 
obraincd from abroad. The Secretary. National Dairy Development 
Baard, bas said during evidence:- 

"Butter oil is being used in the four dairies of Calcutta. Bombay, 
Delhi and Madras. We have no information about its I~SO 
abroad for reconstitution of milk. As to what extent thi\ 
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 lo&." 

4.74. In a written note subsequently sent by the Ministry. the posi- 
tion has been explained 8s follows:- 

"The problem of sticking of butter oil to the tins was not 
examined by any outside expert. However, our own engi- 
ncersjexperts examined it in consultation with the officers of 
the N.D.D.B. and the expert5 of the Ministry of Agricul- 
ture informally. On the basis of these discussion\ with the 
aforesaid officers. a draining tray with steam injection for- 
melting butter oil and to facilitate its easy removal from 
the tins was devised. The draining tray waq 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 dairies which v w c  on'? paqteurizinr and hottline milk 
as it was and enquired the basis on whicfi norm of one pcr cent was 
fixed by Government. The Chairman of the Delhi Milk Scheme ha\ 
stated during evidence:- 

"We have tried to collect this informath and most of thc 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. thev 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 h u i d  milk itself. They fix up ant 



pu cent; but in same cases, it ia 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 bad 
worked out the actual percentage of loss. The representative of the 
&Ihi Milk Scheme has stated:- 

"We go on actual basis. The problem here is that millr is made 
into two types of products. It is used in fluid form also. 
We fix up the norms in terns of fluid milk. We have to 
take into consideration how much fat it contains. It con- 
tains different 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. N o  Dairy has worked out the 
actual norms for the fat losses. Exercises are being carried 
out by the NDRI. As and wheii we are advised by them, 
we can fix tangible norms. We had also consulted tho 
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 anv trials. It is fixed at one per cent. But 
in actual practice, it may not come to one p& 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 
turther st~ted: - 

"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 bo 
pegged, then those guidelines will help us in studying our 
internal working of the scheme in c v q  dairy plant and 
fmproving the performance wherever it is found to be 
necessary. I 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 tbe plant 
and machinery, e?c. But these guidelines will be useful in 
determining, locating and improving the performance of tho 
dairy plant. We would like to 1001 forward to guideiiwr 
from the N.D.R.I." 

4.78. Askad whether m y  review wa!! made of the I-, the repb 
atlltative of the Delhi Milk Scheme has said:- 

"We have baa reviewing the fat lasses from year to year. We 
Rave triad to study & matter in deptb a d  locate the 



sons for tat losses and reduce the fat losses to the extent 
possible. This has been a continuous exercise. It was not 
the optimum losses, it was the maximum level of loss at 
each stage of operation. That norm is difficult to f ix because 
there are so many variables. We have to have a constant 
watcb on tbis and have cenain guidelines to see that c o m e  
tive measures are taken in time. Monitoring is done regu- 
larly. But as far as fixing up of any rigid nonn is concerned, 
it may be difkult. Guidehes possibly is the only answer 
to it" 

4.79. Explaining the steps taken to minimise the losses, the Chair- 
man of th: 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 m17k was such that there war 
m e  scope of error in that, Thew are various methods of 
doing it. We have introduced a sjistem acmrding to which 
we do not go below the noim fixid in the various enact- 
ments. We have tried to 6x the norms and methods in such 
a way that we d o  not cross the limit to a substantial exlent. 
That rigid method of testing has reduced the outgo of fat in 
the milk to the extent thW the method has become mom 
accurate. About the plant and machinery which was res- 
ponsible for fat losses, to a laree extent, these have been 
replaced. Some are in the process of being replaced. As 
rooa as tbe new plant and mschinery is instaled, the los~es 
will be reduced. For butter oil handling, we have an cla- 
b n t e  exercise done with the assistance of the National 
Dairy Development Board. Improving the methods of 
handling butter o i l  very significantly will rcduce the cxvcnt 
to which fat losses take pkce and will also facilitate the 
handling of butter oi!. As regards the estimation of fat con- 
tent in the raw milk as well as p r ~ e s q e d  milk, even at thc 
village level, we have had carer07 ckcks  and wc make a 
regular daily exercise to cross-check at headquarters. We 
are importing flow meters which will measure the amount of 
milk which goes into variour tanks, from one tank to ano her, 
from one process to another, and which will give us actual idea 
of fat content. We have taken a number of measures in this 
direction." 

4.80. The Commjttce asked the reasons for brcakapc of bonla  in 
GxcfSa of the nonn of one per cat.  The Chairman of the Dclhi Milk 
Scbemt has stated:- 

T h r n  art 2 or 3 factors responsible for bottle breakages. Rtst 
at all, the mnn was b e d  on a trial M s .  Tben was no ex- 



perience behind it. It was operative for one year. We studicd 
the extent of bottle breakage. According to the figure of 
the other large dairies, one bottle breakage is not excessive. 
It is witbin 1.5 per cent. Many dairies have got a higher 
percentage. During the internationid Dairy Congress held 
bere-which I attended-I came to know that in the European 
countries-U.K. and others-the number of rotations to 
which their bottles arc subjected ii 18 per cent to 20 per 
cent. It means 5 per cent bottle loss. Now hxe  it is only 
1.5 per cent. There is another factor. We do not haw 
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 
hand1ing. 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 i.e. 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 unbappy to note that procurement of milk 
Scheme has clarified that the quality of bottles was good. The breakago 
of bottles was due to handling and t*ibaniscd failure. 

4.82. The Committee are anhappy to note tha! procuremeat of milk 
from Bikaaer Centre had heen on constant decline up10 1973-74 thou@ it 
a r t c d  picking up from 1974-75 onwards. The procorement had gone 
down to 12.71 lakh litres in 1973-71 a$ ajiainst the quantity ot 50.32 lakh 
litres of milk procured in 1971-72. This downward trend had not only 
affected tbe supply of milk but had also increased the handling cost of 
milk from 14.5 paise per kilogram in 1971-72 to 45 paise per klfognm in 
1973-73. 

4.83. The Committee are also perturbed to find that the loss- of fat 
and milk in franclit from Ilihner Centre to the Central miry were much 
bighcr iban those sasia'ncd in other Centres. The sveragelow of fat in 
transit from BIkaoer Centre was m hi@ as 4.47 per cent ia 1972-73 
compared to 0.79 per cent from otber Centres. Simiiarly. the average ~ S S  

of milk in transit from B i b r  Centre was 2.12 per cent in 1972-73 while 
the average loss of milk in h m i t  from otber Centrea was 0.14 per cent. 
Tbh dcarty indkatcs tbc aaccoaomic working of the Centre Lkn. LOWS 
ef fat .d milk W, in frl, occurred earlier also and lhia Cornreittee in 



4bdr 6ih &pa( Ldt SIMs) (1971-72) bad strescd ibe .ad tot 
conddng .a hwdgntkn of tbc circmmtrufes leading to Ule e x t r n o ~  
ltwsw in trrrasit dmhg 1968-69. No worthrrbilc .cbioa appears to bave b e c ~  
taken by the Ministry in this regard. However, In Janltary, 1972, a Com- 
mlttee of rHficers was appointed by the Chairman, Delhi Milk Scheme, to 
pmbe into tkc losses of milk in transit b m  Bikaner Centre. This Com- 
mittee of OBicm hrrd very rdvemely comme~ted upon tfrc hmctionhg of 
the B 3 m ~ r  CcPh including tbe role of the oacers responsible for f b  
execuiioa of tk job. The Committee are smprised tbat tbougb tbe re@ 
r r a ~  submitfed by the Commit'ee of Officers in Al~gnsl, 1975 till now no 
condasivc act301 appeata to hare been trltn in pursomce of Ih obse- 
tiam. mode by it. 

So EII lb c@.dv.ed ogBccn Larc only been nked to h d s b  Ilw 
m e a s s m y  ~ b i o n s l e ) r r i B c a 6 1 0 ~ .  TBt 4hmdttet would Ulr, the Mb- 
hy/DeIb i  MiIk Scbeme to firulise PD OCtiOIU on tbe report witbout )ens 
for further time and apprise this Committee of it togetber with the s t e p  
blten to avoid recurrence of sacb situations is fatan. 

4.84. To their peat sarprisc the C o d l e e  bnc leaat  frrcn a mote 
lhcnished by the Ministry of Agricolture sad Irrigation (neparlmrat of 
Agricultum) on 7 May, 1977 that tbe Bikaner Cen're h-d been closed 
d n n  9 September, 1976 as during the course of evidence no infiicafiam 
m h t  the likely closorc of fbe Cen're was ftven by the ~~mesentatives of 
the. Ministry and fbe Delhf Milk Scheme. What bas suqrised the Conk 
mittee more is fhe closare of tbe Centre has come at a fme  hen it had 
shown some impmvemen? in fhe procarcment of milk which had picked 
up from 47.82 lakb litres in 1974-75 to 64.33 lakb I'tre~ iu 1975-76 and 
tbt. average loss of mak and fat in transit had gone dowa to 1.01 per cent 
m d  2.78 per cent respectively. The Commi'tee nodd like to be appri- 
sed of Ehe impera'ive roasolu which promfed tbe Goventmeat ta close 
down tlm Bikanrr Centre and tbe alternate arraugtmen!s umde in thb 
rrffrtd. 

4.85. Ihc Cammillee note that Delhi milk Scheme bad sold mCllr 60 
Ilr/astbPn Ca Scwa S a d  Rikaner from A q 9 ,  1969 1e Decemk. 1973. 
for d ' i u t h n  fa Rikaner cffy on the I d s  al prormnnent priet phs 21.5 
pdse per Wrr to cover tbc bandlinp cham (exdoding the avcrbds).  As 
fbe cast of brrdllaa dn mflk in Rilamer mr hiphcr (hm the rate of 215 
paise per We. fbe D e M  MIR Schemt had C sulk a lm d Rs, 8.91 hl& 
brfkabovesrlt. T l r c C a m m V t e e w d d l f l t e t a k n m r ~ ~  
. . b r r ~ ~ ( I w m n t r w m c r d M t o t h c S a a c l b d a k m . ~ b d y r t a ( h n  
w b c ~ 6 t p m m w a t o f m U k ~ R i L n m r r n r ~ a d a r n r n r d ( m l  
d & r d P r r r r f e q d r c d t a s e ~ L D r & t  



4.86. The Committee note that the capacity of bye-products plants of 
the Delhi Milk Scheme, namely, bn:ter mamfacturing plant, ghw mcnufac- 
Bring plant, caseh plant, and icecream plant was grossly under anntilised 
since 1970-71. The percentage of capacity utilised per day during 1973-74 
was significantly low as the utilisation of d ierent  plants durkg that year 
was (i) butter manufacturing plant 24.5 per cent; (ii) ghee manufacturing 
plant 0.63 per cenf; @i) casein plant 1.6 per cent and (iv) Ice-cream plast 
1.86 per cent. In rh's connection, the Committee would likc to be apprised 
whether the capacities of these plants were fixed on any particular produc- 
tion pattern taking into 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 increared production of ghee of 6.74 
lakk k:lograms in 1972-73 and 5.66 lakh kilopams in 1973-7.1, fat was 
diverted from raw milk and to make up the resultant shortfall of fat large 
qrrnntitieci of hut:er oil was used up  for preparatioa of pasteurised milk. This 
step had to be taken as the air-conditioning unit for hnt?er oil storage provid- 
ed for in the second phase expansion at an estimated co<t of Rs. 8 lakhs had 
not becn ins!allccl. Hod this been done, the Comm't'ec feel, the problem of 
spoilage might not have arisen. I h c  Committee would like the Oelhi Milk 
Scheme to wo-k out the comparative economics (including foreign exchanb 
implica5ons) of the substitution of fat in raw-milk by butler o:l in ik 
product:on of pastruriscd milk and use ul fat if3 tbe row milk for production 
of kfhee so tha! b d e r  oil for production of ghee is used cmnomimlly. 
judiciously and also keeping in view health considerations. 

4.88. The Committee are perturbed lo find that loss of fat and milk in 
procmsing at the Central Daiq had been much more tban the norms fired 
by the IMhi Milk Scheme. It is noted #st the ac!ual percentage of 109s of 
fat in excess of tbe norms was 3.8 per cent ia April to September md 4.6 
per cent in October to March in 1970-71. 4.5 per rent in 1971-72 and 4.8 
p r  cent in 1972-73. Tbe reasons for the increase in UIC fat l o w s  as ex- 
plained bp th- !WhT Milk Srhcrn- arc t (TI i - ~ r - l s s d  trw4 at hrrtter oil for 
rcconqtitut:oa of milk on account of declinc in availab2itv of raw-milk; 
(ii) propewivc dccline in the condition and w~form~nlce sf milk handling 
machinew; (Eii) lenkav of h.9ttc.r oil from  tin^ durh* tmnqmtt9tion: an4 
(iv) sfirkin: of hnfter ail to the side of tins while ponria!: ant in the boppen. 

4.89. Similarlv, the Conlnttfec find tknt ns :?r+mt the norm of 1 per 
cent fixed by Government in July, 1971 and cQT~ctlve tram Aapm;t 1, 1971. 
tbe overall ec+unl handling loss of a!l yades of milk m s  r h c t  1.5 per cent 
In 1 WO-7 1 nnd 1971-72. 2.07 per axat in 1972-73 m d  3.05 per cent la 
1973-74. T h e  fncnadng percentnee of loss b aftribntcd to tbe dtcbe  In 
Oc eanditfon of perlocpmct of the P r y t  iad Cqaipmcnt. 



4.90. 'Ilre Committee had been idormed during evidence that despite 
talcii~g a number of measures, such as replacement of plant and machinery, 
better handling of butter o l  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 actual idea of fut etc., lossts conti- 
nued to occur and the National Dairy Research lnslitute is carrying certah 
trials and working on Ute problem. The Comit tee feel that National 
Daiq Researcb Institute should have been askcd to thoroughly invcsliga!~ 
and suggest remedii measures in this regard. The Commit:ee would like 
the Ministries/Delhi Milk Scheme to place before SDRI all the facts and 
figures leadine to loss of fat and milk in varioas s!ages of processing so 
that the problem ;s studied thoroughl.t and witable sdution found wif1;out 
further delay. The Committee hope that aflcr the prob1c.m is resolved, 
oeccsslvy guidelines would be laid down for appliralion of the resnl's of 
study. The Committee would like to be informed of t'be necessary step 
taken in this regard so as to reduce losses bolh in fat and milk, to be 
minimom. 

4.91. The Committee are unhappy to note that the maintenance of fat 
ussation account has becn dispensed w i t h  from Decembpr 1973 OD 

wcoant of paucity of st&. The Committee do not accept this plea and 
wordd like to stress that sinrc t5c rnz-f!n!:nn cf this imynrl:.nt d r ! ~  W p  
in dctermininq thc quality of milk it is impe!aiive that this s41onlci be 
maintained properly and regularly. 

4.92. Tbe Committee are pertnrbed to note that ap iwt  the norm dl 
1 per cent of breakage of bottles, fhe a c ! d  breakage of bottles has been 
constantly in excess of the norms and showed a rising &end in 1970-71 
onwards. It is noted tbat the percentage of breakage in excess of none 
has progessively risen from 0.08 per cmt in 1970-71 to 0.65 per cent i. 
1974-75. Tbe reasons for breakage of bottles are stated lo be props&@ 
decline in the conditim and perfotcnence of bottling plant and eqdpnwult, 
unsatisfactoq conditEon of flooring, c a d s  handling by tbe workers, 
malpractices, pilfemgtr etc. W e  Zhe breakage of bottles bns been b t b  
rsride Ihc Dairy and en route to and from Depots, the Committee would 
Eke tbe Dtlhi Milk Scbeme antborttlts fo maintain stpplratt figures fat 
bresluffcs at botlles bolh at liK Mry and Depot kv& SO h t  the ibssrs 
rut analyscd for suitable mediol measures. The Committee also ddm 
8rrt mp&e and revised aonns may bt Pxcd for bnrkPecJ d d q  boa 
(bacpratcgcsiathligl~tofprstcxpcrirncc. 

4.93. No norms have bttn fixed by the Management for exercising ctHb 
-1 over the con-+ d the following items of utilitia. Arr analysis d 



the consumption of these items indicated that the consumption thereof varied 
considerably, vide details given below:- 

Average consumption of ntram coal 
at milk :~ll::tion and chillin 
centres prr r lakh litrrr of 
m i l k  chilled 2 ' 4  1 . 2  1 . 2  1 '4 3' 1 

(figurcs in tonnu) 

Average consuniption of ctdorinc 
per t lakh b.)ttlm handlcdin the 
(kntn l  L).~iry . 4. 2 6.0 8 '4  5.9. 4.6.. 

Averagc consumption of causti( 
~ l d a p e r ~ l a i t n c : ~ t i l t ~ w , u h c d .  4 7 . 9  52.4 62.8 64- 1 63. t 

[The Management have informed the Audit in June, 1976, that 
formal norms have h e n  fixed in regard to consumption d 
Chlorine in March, 19761 

[Paragraph 48 (G.2.3. ( v i )  of th: Reror: of the Comptroller and 
Auditor G:nxal of India for the year 1973-75, Union Govern- 
ment (Civi!)] 

fSutntqurntly intimated by the Ministry to Audit!. 

4.94. Pointing to the floctuarion in the average consumption of steam 
coal, chlorine and caustic soda from year to year, thc Committee enquired 
whethcr any decision had been taken as to what should be the average 
consumption of these items. The Chairmno. 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 diflers horn variety 
to variety. For example, sodium hydrochloride contains cer- 
tain percentage of chlorine. These percentages vary according 
to the variety. As far as norms pan is concerned. we have 
laid down norms and yardsticks regarding usage. As far as 
chlorine is conccmcd. we incrense its f r q u e n c ~  in order to 
improve the hygienic conditions. So. it depends upon the fn- 
quency of usage because a number of plants hsvc to be clean- 
ed CH course. the price depend$ on the strength. The pn'c~ 



factor is also taken care of. In these things, one has to take 
all these factors. So, norms have been prescribed. For othcrs 
also, norms have been prescribed. Records are main!aind as 
to how thesz are used." 

4.95. The Committee asked whether reasons of the excess use of these 
items had been found out. The representative of the Delhi Wlk Scheme 
has said:- 

'%e would get that impression. BUL if we analyse it, we will find 
that it is not the consumption that has gone up. It has gone 
up on111 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 replj- to a question, the Cj~airman, Delhi Milk Scheme, has 
further stated: 

"The frequency of cleaning plant and rnachmery should not be 
linked up with production, when the same quan ity of milk 
is being produced. The number can go up without the pro- 
duction going up. We haw bcttcr iaci1i.i~~ to handle milk. 
It will improve handling and improve quality of milk. but the 
production may no: go u?. Thcrc i, no direct linkage. It 
is important no doubt. When the frcqlicncy increase, it nuto- 
matically increases the consumption of chlorine. Rut there are 
norms for using these chcmicals." 

4.97. The Committee pointed out that averagc consumption of caus- 
tic sod3 per onc lalih botties washed \\a$ 47.9 Kgs. in 1969-70 and 62.8 
Kp. in 1971-72 and enquired the reason f u r  thc 5 txp  rihe. The C'hairman, 
Dclhi Mi!k Scheme. has stated:- 

"The strength varies from 47 per ccn! r o  a$ much as 67 per ccnt 
and even more dcpcnd'ng on the manufacturer's grading, and 
we buy on the basis of strength." 

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

'The requ:site information is not being compiled in the dcsircd 
fan." 



4.99. The Committee nofe that average consumption of steam coal, 
chlorine and caustic soda varied widely durhg 1969-70 to 1973-74. NO 
satisfactory explanation had been advanced for this variafion. The Com- 
mittee desire that a thorough study should be made regarding utilisation of 
these items and norms b e d  by the Delhi Milk Scheme at the earliest in 
consultation with experts. The Committee need hardly emphasise tbat aU 
out efforts should be made to effect econnmy and saving-, in 'i!~e consump- 
tion of sleam coal. chlorine and caustic soda so as to reduce losses. 

4.100. The Committee regret that Gove:ament/iklhi Milk Szbeme have 
not maintained statistics regarding average consumption of sleam 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 given 
number of units as also for the pnrpose of provisioning of their supply etc., 
it is suggested that socb statis:ics may be maintained. 



CHAPTER V 

DISTRIBUTION  AN^ SALE!4 

A. Distribution of Milk 

A u&r Paragraph 

Arrangement for distribution-Milk is distributed through -. a chain of 
depots located in the various parts of the metropo!itan area. Thesc 
depots are usually manned by students who are appoin'ed as Sen;or Depot 
Agents and Dcpot Agnts  on part time basis; the remuneration of a 
Senior Depot Agent is Rs. 2.25 per day and that of a Depot Agent R& 
1.15 per day. 
X -  

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

5.3. The table below indicates the data rclating to the numbcr d 
milk d*?n?s. q l ~ n n t i t ~  of milt rlktrihu~ed. nvt-hnr d l f  routes operated and 
the flcet strength of vans during thc years 1970-71 to 1074-?5:.  -- 



Number of Depots at thccn3 Quantity of milk Total number of Total Total 
of the year : diruibutrcl p e r  day mutes number 

of vans 
a8 at 

the end 
of the 

.-- -..- - - -------. - ----- year -- 
Morning Evening Total (in lakhlitra) Morning ~vtning 

516 ~9 \ 959 1.64 (inclusive 73 45 I 18 119 
of bulk 
cupplies 

L , for which 
Kparate 
f igure  
wrrc not 

wailable) 



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 issuxl by the Schc- 
mcs, which indicate the number of depot as well as tho 
numbz of bottles authorised to be drawn. For this parpose, 
the scheme maintains a registsr indicating the tokens issued 
and the quanti!] authorised thereon depot-wise. The recxd 
so maintained is not, however, updated to take into account 
cancellation, inter-depot transfers, etc. of tokens. As on n 
particular date, it is not, therefore, pos;ible to ascertain thc 
total number of tokens in circulation with n view to  gaugc 
the extent of dmand  reprsented by t h x  1oi;ens. Aga'n no 
exercise was made u? to Cktobr;, 1973 to asses the number 
of tokens p:escnted for drawl or̂  milk so as to determine the 
requirement of milk for each dcpot and ensure, as far as 
possible. equitable supply of mill, to eazh depot in th: context 
of overall supp1;r. 

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 hlarch. 1972, 4.29.201 up to 31s: Marzh, 1973 and 4,63.944 
up to  3 1st March. 1973. Th: surveys conducted by the Scheme in 
Augu$t/Septemkr. 1973 and Oc:rkr, 1974 however, placed the Rum- 
ber of tokens in circulation at 2.91,778 and 2,70,052 respectively. Therc 
was thus wide diynrity b:twen the two sets of figures which indicates 
that asseqsment of demand for milk a% a whole for all the d:p>ts as 
well as for ~ 3 ~ 5  ~ n ? i v i d u A  depot waq made only on ad hoe basis. 

5.6. The Managcmcnt have s:nred (March. 1975) that thcy were 
cartier following the practice of dctcrmining the rcqu'remcnt of m'lk d 
each depot on the bxi s  of indent5 sent by the Sen'o; D:pt t\_~c'nts 
which were peridically crosg checked by Ficld Officers. It has further 
been stated that a .;)'stem of maintaining depol-wiw rcpister indicatkg 
the changes in the quotn of suprly cn accour7t of i s c u x f  new tokens ;,nd 
cancellation and transfrr of exiqring token has b-en intrixluced with 
cflect from December. 1974.' 

(Tbe Ministry have ~nformed the Audit in April, 1976, that the authen- 
ticated list of valid tdrcns ha5 been prepared and a f f i  in the 
new Master T h  Register). 



5.7. (b) Them was no rqpab system d canying out a chtck of tho 
unauthorised tokens prescnted to the depots for drawal of Milk. In thb 
o o ~ t i 0 1 1 ,  the Management have stated (March 1975) as follows: 

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

(ii) In order to a eliminate unauthorised and bogus tokens, am 
intensive drive was undertaken in the come  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 b e a  
seized and cancelled. This drive is still continuing. 

[The Ministry have stated to Audit in April 1976 that physical ver=ca- 
tion with or without ration cards has been completed in all thd 1138 
milk depots and 656 depots have ban checked with ration car& 
and tokens have been resedabd. As a d t  of chtcking 27476 
tokens have been canceIlcd.'] 

5.8. (c) In order to avoid maldistribution of milk at depots, tho 
senior Depot Agents are required to maintain ticklers shuwing the t c l ~  
presented, the quantities authorised and issued. The intention is to c& 
minate double drawal, irregular drawal on original/duplicate/triplic~~ 
tokens. Instructions also exist not to make any sale to non-'oken holden 
and to ensure that no token bolder is denied milk altopther. The e&- 
ectiveness of these instructions and the extent to which genuine demand 
was fulfilled could not be examined in Audit in the absence of relative 
recards required to be maintained in the depots; documents, if any, bear- 
ing evidence of inspection of such records were also awaited at tbe timo 
of finalisation of this Report (November 1975 ) . 

5.9. (d) The number of complaints repdimg 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 b:low:- 

- -- - - - -  -- -- - -- 
Yrar h'o. of 

complains 
- -- . -  -- - . - - - - - - - - - 

I 969-70 4 s  
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5.10. The complaints related broadly to non-rmpply 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 dzerent grades o! 
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. 
Dcmand satisfaction 

5.11. (a) The requirement of milk in Delhi was estimated by tho 
National Dairy Development Board at 6 lakh htres per day on the basis 
of 1971 population projection (43.76 lakla) 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 
.bout 44 per cent of the demand assessed by thc Eoard ia 1970-71. 

5.12. (b) 1,1l,782 applications for issue of new milk tokens were 
.parding with the scheme as on 31st March 1975. The agewise 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. 
iparagraph 48(4.3) of the Report of the Comptroller and Auditor Gen* 

rat of India for the year 1974-75. Union Government (Civil)]. 

5.13. Since the Audit pan 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 fo!lowing figures regrd- 
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 
1973-76 and 1976-77: 

-- - - - - - -- - - - ---- - 
Y r ~ r  ( 1 1  1 , : i t {  ( I <  .n.11; dirtributcd Avrragr prr day 

(a) Qm~tiv of milk ciisfribsfrd 

3. 1 0  l a k h  litrcs 
7 . 3 5  lakhs li~rrr 

1975-76 . 97 vans 

1976- 7 7 . 09 vanr 
-v - . - -- . -. - - - - . - - - 



5.14. A study on Delhi Milk Market was umducted in May-Junt, 
1970, jointly by Staff Members of National Dairy Deve1opm:nt Board 
and the Indian Daity Corporation at the request of the Delhi Milk 
Scheme in collaboration with the officers c o n c e d  Some salient fea- 
tures of the study are given below:- 

1. The study indicates that 97 per cent of the household in Dclhi 
City regularly purchase, on average 1.6 litres of milk daily. 
The very poor can afford less than of this quantity while tho 
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 t d  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 timer 
the national average of 140 gms/capita daily. 

3. Delhi City's avenge milk price is 129 paise per liue. Non- 
dairy buyers from the very poor and poor income segments 
buy costlier @ 143-1 50 paise/litre vs. 136 paise per litre by 
higher income segments. 

4. The higher income segment consisting of 22 per cent of tho 
households accounts for 34 per cent of the milk purchased 
in Delhi City for domestic consumption. T'-c r, r s ! n : -  
shares of the market claimed by the very poor, poor and 
middle incomc segment hnuschalds is 1.7. 27 4 and 36.8 
respectively. 

5. Nearly a third of mlk purchacers make me of credit facilities. 
The very poor avail i t  the 1-ast-and pay a higher price. 
Households from the poor income segment enjoy more of 
monthly credit facility. 

6. It is genern1lv b-.licv:d that Delhi is a hufldc, milk market. 
Our evidcncc bawd on thc analysis of milk sarnplcs collcctcd 
from various sample houwholrls does not, however. suppxt 
this contention. Delhi appears to  he more of a cow or stmd- 
ard milk market. 

7. In Dclhi, the Dairy Milk customers come mostly from the 
middle and higher income segments (80 per cent). How- 
ever, only a fourth of the torn1 city milk buyers pntronisa 
dairy as the only source of milk. %mc pcoplc buy milk 
from two sources including the d,.liry at differrnt times and 



priced3. Nearly a third of the households purchase milk only 
from traditional vendors. Nearly 2/3rd of all purchatiqs 
households buy milk both morning and evening. More milk 
is bought from the Dairy supply than non-Dairy-1.8 litrcl 
daily vs. 1.19 litres. 

5.15. The Committee desired to know whetha Government had 
.studied the distribution systems prevalent at places other than Delhi with 
a view to imbibe and accepr the merits inherent therein where milk distri- 
bution system was in operation. In thts connection, the Committee 
rtferred to the following recommendation made in the 83rd Report of 
the Committee on Public Undestakings (5th Lok Sabha-April 1976) 
and enquired as to what action had been taken by the Government 
.tilareon:- 

"The Committee recommended that Gavwnment Corporahon 
should immediately go into thc ccc:~omjcs and operational 
efficiency af the various distribution systems and d c t c r m h  
their merits and demerits with reference to each of the fouf 
cities, viz. Bombay, Calcutta, Delhi and Madras, which are to 
be served by Mother Dairies. They would like the Gov- 
ernment to examine whether, in\tead 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 distrl- 
bution system, particularly, under the Operations Flood- 
what we call 'bulk-vending system'. W e  are expecting the 
report of that Committee shortly." 

5.17. Asked if Ommmcnt  had tried to evaluate the experience of 
 butio ion system in Rambay. Madm and Calcutta, the leprwentative 
of the Ministry has stated: 

"In the MDS the dirtributim of milk n thrmiclh the bottles. Tbch 
expansion in the distribution system has the been on rhors 



lines. But, with the other dairy coming up, we are thinking 
of the alternative system of tetrapak or polythene pouches in 
addition to the bulk vending system.'' 

5.18. The Committee enquired whether the Delhi Milk Scheme had 
studied the distribution system as it existed in England, Nigeria or  in 
Kenya where the sbpkeepers, who wanted to sell the milk, approachcd 
the main distribution arcns. may be in the headqwlers, and sold their 
supplies at the shops. The Chairman or' the Delhi Milk Scheme has 
stated that the system is in vogue in most advanced countries because it 
is vcry convcnicnt. In this connection. he has further stated: 

"U'c hilvc given cnrci'u! though: to that systeril earlier for OW 

Delhi Mi:k Schemc too. The basic difficulty is that we are 
selling the milk at about 65 per cent of the market price and 
if we involvc the intermediaries in the distribution process- 
the shopkeepc.rs and other people, agents etc.-they will 
only b i x k  markc1 rhc mill; m d  t h q  will not give that to the 
token-holders. We hitvc only to rectify this situation-ei- 
ther wc have suflicicnt milk to give to the whole of Dtihi or 
\,,. ' .:I,: a piicing policy whercby the price of milk is the 
samc. morc or Icss. Then only we can think of the inter- 
mediaries who will give the milk to the tokcn-holders. There 
is another prohlcni. That is the price disparity should he 
reniovcd. Wc h:ivc ;I limited quan!ity of milk which ws can 
only give to thc token-holder< if wc pive that to the interme- 
diaric:;. thcrc is no  guarantee that they will give that to token- 
holders. They may sell that to others but will not go to the 
token-holders at all." 

He h:ts further added: 

''In most advanccil countries thcrc are thrcc c!itfcrcnt distribution 
sysfcmq. 7 ' h w  i \  tc.tr:tpak stcriliwd niilk which can be kept 
upto six n~onths. M'c arc also tr!.ins to work that scheme 
hcrc. Thn! milk is intcndcci to hc solil ihr..>ugh grocery 
s h o p  :ind supcr-n1:trkcts. Th:~t is tllc type of niilk which 
is avail:ihlc off the shclf and th:~t i s  prwsit4c w!wn ;l situation 
of plenty would cornc. Thc second is pdythcnc containers 
in which wc can ninrket pstcurized niilk. This milk is the 
same as hottlc milk but it is less pmnc to pilferage than 
bottle ci lp.  That milk can he given to shops. As regards 
the bottled supply they have a system whereby t h q  have 
various agencies which take responsihiity for various areas. 

3107 L C 9  



They take the milk from t i e  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 riiilk, the Committee o n  Public Under- 
#takings has made the following observarions in thcir S3rd Report (5th 
Lok Sabha-April 1976 ) : 

"The Conimittcc arc int ' t~med that Tc t r apk  miik bcausc  of its 
long life can hc stored and transported without refrigeration. 
It is stated that it i $  tanqxr-proof and bcc:luse of its long 
keeping quality wilhout thc n c d  of ;:ny rcfrigcration. the 
consumers can pick up a f e f ~ .  days requircnlents at a time. 
The long life milk in Tetrapak can r c x h  distant and seclud- 
ed areas whcrc miik i5 not locall! av;ii!ahlc and c:in a l x ~  help 
thc formation arid operation of n:ltinn;ri milk :rid. During 
Indo-Pak war in 1971. i t  is st:iti~!. largc quantities o f  Tctm- 
pak milk prcxcsfed and paclcd t i t  Harc~!a Dairy was used by 
army in border a rm< and i r  rlid not rlctcrinratc for icvcral 
wcekz. I! is claimed that i t  is p!ssiblc to dictrih:ri. in one 
shift nearly 6000 to 8000 li!rcs of mi!A in Tctrspak ;IS wm- 
parcd at 2CHk) ii*rc\ in l w t t l ~ ' ~  :11~.1 t!111s i t  uill ht' p ~ i b l e  
ro effect considcrahlc reduc:i.w i:i ~ . ; .surr in~ CO-?S on tr:ins- 
port. I t  i s  also sta!ecl that rn.~nufit~turc or' 'Tc.tr:~p:tk raper 
does not jnvc\!\ c :111\. i i n p r ~ c c i  r:!w 1?1:1t~ri;114. .A$ rcgards 
ihc dangcr of po!lution. tlrc C ( ~ j ~ i : - ; ~ + i r ? ! ?  ,.::itc.; that pollutim 
in piastic p:dicts c \ '  ibthcbr ctrrlinio,!itit.~ i z  n~och more than 
Teti;ip:lhr sys:cm and Tc!r;tp.:k ic :wr ~o;n_c :o contrihutc 
xriou\ly io  j>i:!!u~icm pn:W:n:. : t \  !!IC ?;ipcr dcgtncr-:ites. 
The Coip>r:iti~)n feel.; t11:it a r m ~ d  ;r,ith t l ~ i c  fac-iiity i t  ~ r d d  
be ablc to f.:ccf rur:iI!y prcuiuccd milk clirci.:l> into the citics 
and the cities would not have to he cx~l.i\i\cl:. dc:cnd on thc 
urban dairies for milk >upplic\. i n  vicw of ?his, the f c x  ex- 
prrsscd hy lhc .\!inistry tha! intrcxlrrction t , f  Tctrapak would 
make the counlry more and morc rlc~crtdcnt on nlifk powdcr 
and butter oil is not quite clear. 

me Committee note that the Cnrporatinn h:~c; apprtwchcd the Mini- 
stry again in 1975 to reconsider its propma1 to purchase 
Tetrapak machincc. set up laminntinp plmt ;m i  make cmn- 
try se'lf-sufficient in this field. The Committee feel that the 
IDC"s propal t a  market Tetrapak milk, alongwith other 
systcms of marketing milk, which, it is stated. will i m m  



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 largct interest of producers and consumers of milk." 

2.20. Explaining the advantages of slwilised milk or pasteurised milk, 
the Secretary, National Dairy Development Board has stated during evi- 
.dence: 

"Once the sterilised milk is possible, i t  can b: markcttd and the 
greatest advantage would be that sterilised milk can be packed 
in the milk production areas itself, namely, our dairy un 
I d h i a n a  can pack sterilisd milk and it can be marketed in 
Dclhi 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 bc acccptcd as is thc cnsc with pasteurised milk. 
Once both are available, the biggcst advantage of sterilised 
milk is that it can be produced, packed andlsent dircctly for 
distribution, from the production nreas to the city market." 

5.21. The Cnmmittcc ;isktxi whether any decision on ltic proposal to 
set up 3 unit for manufacture Tctrapak pxpcr ns rcc~mrncnr!t.~l h. the Com- 
mittee on Public Undertakings had # htcn trbkcn. The representative of the 
Ministry has stated: 

"After the receipt of that report, we hale been actively considering 
the recommendations in regard to this matter. First with re- 
gard to the point why in the context of thc DMS ~ v c  did not 
refer to the alternative systems of distribution. mv submission 
is that for thc maximuni handling capr~city of 1.75 Inhh l irre 
the DMS have corrc4ponding distribution arraqcmcnt thrcru~h 
bottling that much capaci!! N'hcn :lor1 c ' : ~ ~ I w  to  th: wcond 
part. we would have come to derails ilbo11t thc alternative svs- 
tems. At I said we .arc activclv conqidcring the p r o o s d  for 
setting up a packing station in Delhi cssentinllv throurh satchet 
filliny. pdythcnr hn?s On the tctr:wnck recommendntion 
g i w n  hv rhc Committee o n  Pi~hlic Ilndcrtakinrs. we did o r p  
nise interministerial proup on rhis and at one stage some n p  
prchensiont were cxprcsscd regarding the pollution prohlm. 
We have gone into the m:ltter njinin; wc h:iw $one into the 
tcchno-econamic irspccts of thc rhrcc distribution systems and 
we have come to the conclusion that this p r o p a l  must hc 
&ved end we arc doing our best to hsve i t  processed quickly." 



5.22. The Committee asked whether tetrapak could be manufactured 
in this country. 7'he Joint !kcretar). 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 thcmselvcs could later on manu- 
facture this paper in the country." 

5.23. In a note subsequently furnishcd at the instance of the Committee 
the Ministry have indicatuithe advantages and disadvantages of various 
systems of distribution of milk with particular reference 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 litrn capacities. The smaller dairies carry on retail distribution 
of milk to the consumers through such cans but thc larger dairies in orga- 
nised sector use such cans mainly for the institutional supplies like hostels, 
hotels. hospitals, canteens or any other bulk consumers. This is thc chea- 
pest system of distribution of milk found so far. The main drawback of 
this system for retail s;iler; is that the quality of thc milk can bc tampered 
whkb nl;;; not assure standard quality of milk delivered to the consumers. 

Milk Bottles: 
Distribution of milk through bottle\ has bccn a univcrsa1 practice by 

the dairies in the o r g a n i d  sector almost all o\cr the world. But major 
shih from bottles to other systcrns has taken place since the last decade. 
The most ppu1ar: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 hugc b ~ t t k  
washing and filling machines. larye ~ i z e  of building. h u g  transport fleet. 
h u g  stocks of bottle$ and crates and breakapcz of filled bottles in the pr* 
cess of handling at various stnges and the worst defect under this system is 
that the M l e s  are not tamper proof. T h c  complaints are d tcn  lodged 
with the Milk Schernc\ that the miik bottles are tempered and the consumers 
do not always get the quality of milk put out by the dairies. Disposal of 
broken Ffms bottles on the premises crea!e insanitary conditions a5 the 
same have to lie till the glasq scrap ic lifted I,! thc contracton. This c:tu\cs 
a kind of pollution in the premises. 

Single Service Containers: ; 
(a ) Polyfhelene pitches: 

The system is comparatively a new to the indulitry but the same is  
picking up faster because of the convenience it has offered to the dairies 
as welt as to the consumers. In this case the capital cost on the filling 



machines is much lower. Tbe size of the building is consierdably reduced, 
haulage of dead load is reduced, transportation fleet is reduced and ~) ther  
overheads are also much lower. The consumers do  not have to carry 
empty bottles while purchasing the milk. Such containers are convenient 
tc the consumers in carrying their milk requirement. Genwd:, only 
pasteurised milk is being handled in such containers but efforts are being 
made to handle sterilized milk also. These containcrs are tamper proof 
ns the same arc complelely sealed by heat sealing machine on the fillers. 
Consumers are assured of quality of milk put out by the dairies. 

,(b) Terra 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 coun?ries 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 
succcssfully. Sterilised milk has the advantage over pasteurised milk that 
it can last for threc to four weeks without any refrigeration but the pasteu- 
.rised milk has always to be stored undcr low temperature i.e., under refri- 
gr!el:iter! conditions. Tctra Pak has h x n  tried out in this wtrnrrv on ex- 
pcrimcntal 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 arc heinr made that d!er certain modi- 
fications, steriliscd milk on l a q c  scale could be marketed in India and it 
is likely to have good future for sale of milk from rural areas to the long 
distance urban areas particularly the cities which do not have milk produca 
tion in their hinterlands. 

Bulk Vending Systclm 

Under this system milk is sold through bulk vcnding units installed in 
the consuming centres. The consumers have to bring their own containers 
and collect thcir milk supplies from these vending units. This systcm has 
been tried out in Delhi and Madras and has been found quite popular. But 
this ~ystem has certain limitations due to which it has to be matched along- 
with other systems as well id., in congested areas viz. narrow roads. milk 
cannot be sewed by the present bulk vending units installed in Delhi and 
Madras because the milk tankers which are supposed to refill the bulk vcnd- 
ing units cannot pass through nnamw lanes and by-lanes etc. etc. L!ndcr 
this systcm. if propcr quantity and quality has to hc ensured b\ the con- 
sumers their personal efforts to come to the vcnding booths and collect 
their milk supplies cannot be avoided. The consumers drawing their milk 
through scservants o r  middlemen are likely to suffer from quality/qultntity 
o r  both. Howcver, it is observed that the majority of the consumers draw 



tbeir mi& themselves and, therefore, there does not seem to be any a p  
prehension regarding the quality or quantity of milk vended through these 
booths. 

Tetrapak system is not in vogue any where in India at present. The 
pblythene Pouch system is being tried in Madras and Bombay. 

5.24. The Ministry of Agriculture and Imgation (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. 

"Stedization 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 rnicrq 
organisms. This is achieved by injecting steam directly inta 
the milk and raising its tempcraturc to 14OCC 150°C and hold- 
ing it at that temperature for 2 4  seconds followcd by rapid 
cooling. Cooling i <  done under vacuum whereby the water 
contniuted by condensation of steam is removed from the 
mlk.  The Milk is honiogenizcd 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 dcviccs. The homogenizer 
and the plate cmler arc provided with steam jackets to elimi- 
nate the risk of contaminating :hc product throush the atmos- 
phere. 

Make milk avrnlablc in remote areas-Long 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- 
vicm 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. Thc results of these 
trials were extremely satisfactory. Market surveys conducted 
in 1972-73 at Bombay and Baroda towns as well as t s t s  con- 
ducted on the suitabilitv of the Tetra Pak milk havc established 
that the Tetra Pak can very well stand the summer tempera- 
ture~~ The avmp keeping quality of this milk was found to 
be 15 days witbout r a m .  



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 swpe of marketing Tetra Pak milk to other 
places is still under considexation. 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 wc 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 
Oficers are supposed ta 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 ensure this we have formed these 
local associations. They arc 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. Suhequcntly in a written note d a t d  the 7th hliiy. 1 9  the 
Ministry have stated: 

"An individual tolrn holder can draw the number of bottles as per 
milk token in his possession. Dclhi 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. In case of short supplv from the Central 
Dairy, porportionate cut is imposed on thf token for more than 
three bottles." 

5.27. The Audit para points out that there was no r e p h r  system of 
carrying out a check of unauthorised token presented to the d e p t s  for 
drnwal of milk. In thic rec,zard the Committee enqu;rt.d ns ti) htwi the 
Delhi 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 the?. distrihutc milk nithin thc short t i i w  
of one hour. It is not possible to keep a tnck of 311 those 
depots from Shahdra to Palam as to what is happening there. 



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 wm- 
mittee members who will help the depot people and also see 
tnat they do not resort to any malpractice. This s y m n  Iius 
very much stabilised the milk distribution." 

5.28. In reply to 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. In this way thcy werc 
also able to determine the genuine requireannets 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 asp.x:r of this problem. M' hope 10 nlcc! 
Delhi's liquid milk requiwment in the next two or three years 
depending on hdw 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. If 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, Refemng to a news report in a section of Press to the effect that 
thc 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 



.to check such malgractice. The chairman, Dalhi 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 all 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 ga 
without getting the milk." 

"'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 
manze 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 canxll the apencies oc these home 
delivery men. So, we have detected cases of this type and 
have taken action. The basic problem remains as I said be- 
cause of the price differential." 

5.31. It has been stated by the Chairman, Delhi Milk Scheme, during 
ievidence that about I000 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 w there was a great demand 
for it by non-token holders. The Chairman of the Delhi Milk Scheme ha< 
explained : 

"If we were selling at nearabout the market rate. we can do *hat. ' f  
we nllow the staff to scll away that ni:lk. thcre m:n. h: c3scq in 
which they may charge excessive price or more price. Thtv 
might be tempted to sell thc to non-token holders. They n~icht 
say, 'We have sold it to non-token holders hecause the f ~ t c n -  
holders did not come in time.' That may happen." 



5.32. Elaborating the position, the Chairman, Delhi Milk %heme, has 
further shted: 

"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 q~ant:t:.. Iiowevcr. is very small: it is about 500 to JUOO 
litres out of 3 lakh litrcs to be sold every day. which comes to 
about 1.2 per cent." 

5.33. In regard to disposal of milk in uncapped bottles, tbe 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 city 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 efforts mndc for 
improving the present system of distribution. the number of cony:lnin'< lod- 
ged with the Delhi Milk Scheme has been increased year after vesr \incc 
1969-70. Asked about the reasons therefor, the Chairman. Dclhi Milk 
Scheme, has stated:- 

"l'he reasons for increase in the numbzr of complaints are two-fold. 
One is that the number of token-holders has increased wry I..\;- 

tensively. During the same period the total quantity of m i l l  
distributed hac increased substantia!ly. Sccondlv tl:: prrvililine 
market price for milk has increased very subs!antiall! oier this 
period and the difference between the DMS pricc and the market 
price has increased very substantially. With thc widc gap kt- 
ween the two prices, the temptation to sell milk to unauthoriscd 
pemons has increased during this period. Thc major nmount o f  
complaints that we received relates to short sup~ly  of m i l k  10 
token-holders and supply of milk to non-token h~)lclcr~.. This 
takes place because the staff at that depot are tempted to proh,lb- 
ly either make some mcmey or give i t  to their friends or urhitn 
pressure of anti-social elements give milk to people who do not 
have tokens. So this temptation to sell milk has incrcnsrd 
during thk pcriod and the major portion of the comphints re- 
later to this aspect and complaints about other aspect3 are very 



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 
rnto those complaints and we take prompt action to remedy 
whatever problem they are facing." 

5.35. The Committee have been informed that 21 3 1 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-holdzrs 
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 Committee desired to know whether apart from the action 
taken on the complaints received by the Delhi Milk Scheme, there was any 
machineq to check up the difficulties faced by the people. To this. the 
representative of the Delhi Milk Scheme has stated: 

"We haw Distribution Ofticers. 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 anothcr question, hc has stated: 

"We have devised an inspection form. I hilve person:tlly devised 
this wherein information is sought as to how many token- 
holders did he talk to, what are their grievances and are they 
~atisfied 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 wpply 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." 



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/depositcd 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 smt 
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 weic issucd; the 
age-wise break-up of thc applications; and the basis for catcgorLin; thc :~ppli- 
cations for determining the priority for issuc of tokens, the h4inktrp have 
stated: 

"As a rule tokens are issued on the basis of applicants as per the 
priorities in various cate_gories, except in certain deserving cases 
of medical, r a v e  and pressing circumstances. 

The age-wise break-up of the applications is eiven below: 

Ilatc of ttic No. of 
oltltst applicatiors 

applirat icm 

3. Gout. Scrvnnrs . I - I r - ; r  2(~204 

4. Special . 1-1 1-71 33t37 

No. of applications pending as on  . . . '3 1-3-75 I .og,7&! 

Addition during the yrar . . . I o.467 

No. ofapplications pending on . 31-3-76 1,2(J,249 

- -  -- - - - -- - - -_ _ -- .- 



The data relating to the quantum of milk asked for by the applicants is 
not readily available. 

I h e  applications are categorised under different categories such as V.I.P., 
Dcfcnce, Personnel, Medical, Government employees etc. keeping in view 

Of th0 racwuncndmg authority. No  policy has heen laid down, 
however, the quantity is determined by the Chairman on the merits of the 
apptication." . 

5.40. Referring to the number of 1,09,782 applications for issue of new 
tokcns pending as on 31 March, 1975, as pointed out by Audit, thc Con-  
mittce 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- 
inp more milk. There are certain categories like paticnts of 
hcart diseascq, etc. to which n c  givc prefercnce. Otherwk.  for 
general categories, we issue tokcns in a chronological order." 

5.41. Referring to the Audit comments that the Management had not 
compiled J:~:;I with them relating to total route-kiionietres involved, rout2- 
kilomctrcs required to be performed pcr van, th;. number of depots :o be 
servcd pel v m  and the actual drplnyrnent of vans, thc Commiitce enq!iircd 
thc reasons for not compiling such data relrttiny to the utilisation of flcct and 
how in thc ahimcc th:rcof the Management ensured ~ h c  effective utilisation 
3 thc Ileet In reply. !he Ministry hzvc stated. 

"The vehicles arc taken on charge in the Storcs I d p s  before :he 
same are handed over to thc Transport Section. After the 
handing over, these are got recistered with the transport Authori- 
ties and the registration books yive all the particulars of the 
vehiclcs. The History Sheets and Job Cards give the frequcncv 
and quantum of repair carried out on the vehicles. After the 
veh'cle has compl~ted success full!^ its span of life. it is condemn- 
ed by a Committee of Technical Officers and disposed of there- 
after. Vchicle-wise statement chowing consumption of petrol/ 
diesel is preparcd in the Tool Room. In cases. when the mil* 
metres are not in working order. pmper chccking with rerard to 
the con~umption of POI- is also done with rcfcrcnce to the dis- 
tancc of each routc for milk diqtrihution which is pre-detern~ined. 
Road tcsts are conducted hy the Transport Inspectors priodi- 
cally and the vehicles are attcnded to for removnl of the defccts 
found by them. Furthcr checks are also exercised while the 
vehicls are on road for milk procurement 'distributicur duty En- 
tries in the Lo9 M k s  are made as per columns provided therein. 
Efforts are. howevcr, made to provide mkmetres m the vehiclcs 
a\ early as pmsible." 



5.42. The Delhi Milk Scheme has since its inception adopted the system 
of supply of milk through bottles. While 2.64 laLh W e s  of milk were distri- 
buted per &y at  an average, the Agures went up to 2.93 lakh litres in 1974- 
75 and to 3.60 IaLb litres in May 1977 according to latest figures furnished 
by tbe Ministry. A study conducted by &e National Dairy *bevelopment 
Board in MayJune 1970 had revealed tbat 97 per cent of the household in 
Delhi city regularly purchase on an average 1.6 litres of milk daily and that 
nondniry buyers from the v e p  poor and poor income segments buy costlier 
m i k  

In view of this, it is imperative that the Delhi MiUi Scheme should make 
all-oxt 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. ( i )  Polv- 
lhelene pouches and (3) Tetra Pak, which are at present in vogle in most of 
the advanced countries. In India. Tetrs Pak s?.stern is not in voguc any- 
where a? present. The Polythelene Pouch system is. howevcr. being tried in 
Madras and Bombay. In  this connection. the Comn~itlec oil Pt~blic Under- 
takings have already recommended in their 83rd Report (Fifth Loli Subha- 
April 1976) that "the proposal to market Tetra Pal\ milk alnnr with other 
systems of marketing milk which, it is stated. will increase the shell life of 
milk and open city markets all over the c o m e  to the nml produced milk, 
deserves a second look. They sugpst that the prcrposal ms? br studied 
again in depth and its economics, 11tilitv and consumer acccptnl)i!icv cvaltmt- 
ed ~ i t b  a view to arriving at an early decision in the lonc ranee and the 
larger interests of the pmducers and consumers of milk." Heesrdinp :wtion 
@ken on the above recommendation of the Committee have been informed hv 
the representative of Government during etidance that "we hnw gone into 
the techoo-economic aspects of the three distribution systems and we have 
come to the coaclosion that this proposal CTetra Pak system) must be re- 
vived and we are doing oor best to have it processed quickly." The Com- 
mittee hope tbat a decision in the matter w ~ l d  be taken wifhout loss of 
iurther time. 

5.45. The Committee would also like tbe C;overnment tn ~:xarnine rvhe- 
ther indead of introducing one flat system in the whole city. it would nnt 
be better to iatrodoce ditlerent sys4ems, in the first instance. taking into 
account the overall preference of the people in each locali!y/sres. Tbe 
Committee on Public Undertakings in their above report have also urged 

whatever system is chosen for m y  locality, it shorlld he eprnble  at tbe 
mdraa,rn of efschncv 6tb the minimum of overheads so that milk 
of good qaaHty Is available to the common man r t  tbe most competitive 
piccs. 



5.45. The Committee note that about 1000 to 1200 bottles are retmned 
by the depots unsold every day and that in this process the milk turns som: 
aad bas to be converted into a product as otherwise it would rewlt in loss 
of fat. The Committee would urge that a depot-wire record may be main- 
tained of the bottles returned unsold by the depots daily so that the positioD 
is reviewed every week and future supplies are made to the depots on the 
basis of an average number of bottles issued during the previous week, 

5.46. The Committee are distressed to note thnt 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 tbe requirement of 
milk for each depot in the context of overall supply. The wide disparity 
hehveen the two sets of figures is evident from the fact that total number 
of tokens issued by Delhi Milk Scheme was 4.49.860 upto 31 March 1972, 
4,59.201 upto 31 Mawh 1973 and 4Ji3.944 unto 31 March ?974, but the 
survey wnducted in Aupust /September 1973 and October 1974 placed lhe 
number of tokens in circulation at 2.92.778 and 2,70,O52 reyccli~cl?;. 

5.47. The Committee nolc th?t for issue of milk tokens there arc al- 
ready 1,20,249 applications pending with the Ijclhi Milk Scheme as On 
31 nla:ch 1976. Whereas the oldest npplications pendiny in thc gcnersl 
catcgorv relate to November 1969. the applications pendina, in other cate- 
gories are as old as November 197l!Marrh 1972. No review of the appli- 
cations ha\ k e n  rnrried out siart Fehraars 1972. IKr Co.nrni?!ee s t ~ ~ s e s t  
thnt while issuing milk tokens, the requircmcnts of at least tbose of the 
applicants who are not in possession of nny token sn iar snd who helong 
to wcaker .sections of the society should be borne in mind. 

548. The Committee note that with effect from December 1974 a 
dcpot-niw rcpisfrr indicnting !he chanpcli in t5r rmn!n or 4?w?!..- #)n scror~nt 
of issac of nrw toXrlns has ?wen introdwed. Z'hr?; trvut thnt ;I seFtahlc pro- 
cedsre would he cvolvcd 90 w w r c  th:~t these recisters air  maintained pm- 
pcrlv and are scn~tiniscd freqrrmtly hy scnior oficiais.  who c;h.talcl ~ i c n  the 
registcw after perusal ovd scrutiny. 

5.49. The Committee nre di$trc*sed to 1~11s dorirr- c~ i~ len*-c  fh:~! Scheme 
had detected some caw where the milk was found to have heen sold at a 
premium of 25 to 30 paise a bottle and that in srrch cases tokens were can- 
called and the depot staff rumwed from servicv. The Committee need hsrdl? 
cmphasise that systematic measures may be taken to improve the working 
of the depots so as to, ensure that tbe dhtributioa of mi& right from fht 
rrfrge tbe battles k r v e  the Central Dairy to tbe ~taffe of their find distribu- 
tion at tbc &pots is free from tint of any mal-practice. 



5.50. The Committee have been informed that there are 30 to 40 p r o b  
km depots where the antilsocial e l e m  are active. The Committee am 
happy to note that with the formation of Advisory Committees by the rep 
rcsentntives of the toLen holders the position has stablished and the variore 
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 thc Advisory Committees for better distribution of 
miL ~ n d  nipping all irregular practices in tbe bod . CJ 

5.51. The Committee need hardly poinl out that the H U I ~ I I ~  OT a public 
utility service like fbe Delhi Milk Scheme has to be judged by the extent of 
satisfaction afforded to the beneficiaries. Judging from the increasing trend 
in the nrlmber of complaints the Committee cannot but come to the conclu- 
sion that thc functiuninp ok :he boo!l~s is far from ssti,l~rlor, nn.1 need, to 
b:, looked kt:. so ns to elferl improvements. I tie\ ,t odd, t i ~ ~ l c f o r r ,  urge that 
s detoikd survey of the depots may be conducth periodically with a view 
to identify the dBicdties of the beneficiaries and to take speedy remedial 
meilsures. The Committee would suggest that every depot should maintain 
a con~plaini box. werein 311 u ritten complaints concerning the functionie~ of 
the booth ma? be dropped ty the toLen holders. T h a  he!% of Che complaint 
boses ma] be kept bj the hIill\ I% 'ribution Oflirer. in their c:~sto& \tho 
sbould arrrnge to collect all the curnplaints, regis'er them and inifia'e action 
thereon. The complaints should be looked into withmi low of time and the 
complaints apprised of the action taken in definitive lerms. 

5.52, The Committee have been informed that with a ~ i c w  fn preventing 
rmolpractices in the distribution of milk, the Dclhi Milk Scheme condncte3 
a phpsic:rl verification of thc tokens and. :tc a r+xult of intensive drive cnn- 
ducted. it was possible to cancel as many as 27.478 bogus tokens recentl!. 
Tbeg would also urge that wch terification of tokens rhoold hr made at Irust 
once a year. 

5.53. The Audit bar pointed ouf :hat thouph indrvet;nns r.\i.t tn e n w e  
ihst no token holder is denied mik  altogether. n*, rel:tfi-c rwnrds were 
av~ilable to indicate the effcctivent-r of thcze ia~tvr.t:on$ and the extent 10 
which genuine demand of the token holdcr was fltlfillrd. Dl~rir?g evidpnce 
the Committee have been informed that upto 3 bottles a token holder i s  
ensured full quota and for m o v  than 3 bottles it deaendo upw fhc avail- 
obilitv d milk srrpnls. T h e  Committee concider that in ordrr to check maE 
distniufion of milk. it is of paramount irnportanw ghat the depot manscrer 
invariably mainb:ns the tickler* showina thrr tokeno pr~sp?nted. qrrantitb 
8aihorkd and h u e d  and that snch tlcklen should be checked and eamter- 
r- bv the Ileld 08icers daring lheir smprisc visits. 



553. Thc Committee would PISO like tbe DCM lMUL SdlbllK to C O ~ C I  * feasibility of displaying at some pwminent place at the depot a bou. 
showing the supplies received (in bottles), the number of token holders with 
total requirements registered, etc. Tbis will help In creating confiden~ 
among the token holders lhat their requirement beyond 3 bottles is not beiw 
reduced at tbe discretion of the depot manager. 

5.55. The Committee are concerned over the increasing trend of com- 
plaints received by Delhi Milk Scheme. They note that the number of com- 
plaints bas 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 numher of complaints would be much more as it is well known tbat mod 
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. 
~nsuthorised supply of milk to non-token holders, late opening and early 
closing of depots, rude behaviour, black marketing, back door supply, cbaqe 
of seals of nu'lk bottles, non-returning of balance money, etc. What bas 
surprised the Committee more is tbe fact that in spite of such a large num- 
ber of registered complnints. no effective procedure appears to have beee 
evolved to deal with them spstematicallg or conclusively. 

5.56. The Committee are wrprised to note from the Audit Para tbat 
whereas the quaotity of milk distributed per day was the same viz., 2.89 l a b  
litres during 1972-73 and 1973-74 and tbe total number of routes d u r w  
tbese years was also LC same, viz., 123, the total number of milk vans had 
i u c d  from 123 in 197273 to 148 in 1973-74. Similarly, they find 
that ag.tnst 124 total routes durinp: 1974-75, tbe total number 04 vehicles 
bad increased to 158. However, the Committee find that witb lesser mum- 
ber of 97 vans covering 124 routes DMS were able to distribute 3.10 l ab  
iitns of milk per day during 1975-76 and witb 99 v ~ n s  covering 132 routes 
tbe milk astributed dnrine 1976-77 rpas 3.35 laWl lih.es per dav. Tbc 
Committee would like to be evplained the reasons for wide difference bet- 
ween tbe routes. both morning and evening milk distributed and the totd 
number of vehicles held during 1972-73 to 197677, particularly when tbe 
Dclhi Milk Scbemc could distribute 3.35 lrkh ti tm of milk per day w e  
only 99 vans during 1976-77. 

5.57. What has distressed the Committee more is  the fact that the Dew 
Milk Scheme has no compiled data with them relatinq to total route-kik- 
metres involved. mute-Mometns required to be pcrfomed per van, n u m b  
of depots to be sew& per van and &c Pctuml deployment d vsns. T k  
Committee are unable to rmtkrstaod as to bow la thc absence of these vild 
detrils, tbe Scheme is rMe to keep a carehl wntch oa dcploymcat of i b  
vcdhicko to Uc best Intcl.esho of the Uadtrtaklng and keep an effective cbcclr 
on tbe opmtloml and maintenance cost ot tbe vchfcks. Tbe Commflbe 



would like tbjS matter to be gone into in depth by tbe SchemerMinistry with 
a vkw to provide institutional checks on the operational and maintenance 
cost of the vehicles a d  to take effective measures for their optimum utilisa- 
tion. T'be Committee would like to be informed of the concrete measures 

- biken in pursuanse of these recommendations within six montbs. 
B. Sale Price of Milk and Cost of Pmducrliolr 

Audit Puragraph 

5.58. In paragraph 3.29 of its 27th Report (196748 April 1968), 
the Public Accounts Committee had recommended that Government 
rhould evolve a more business like procedure for reviewing the sale price 
of milk vis-a-vis the purchase price and overhead charges so that the 
h e r  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 
gtades of milk and milk products marketed by the Scheme from 1968-69 
onwards, i.e.. after the recommendation madr bv the Public Accounts 
Committee in April 1968:- 



Gmdr d Milk 

(%urea in paise perlitre) 

116 disconti- . . rwt  a d l -  
nued rb le< 
from 
I U I o - 7 1  

i 16 Supply Do.; 
discon- 
tinued 1 
from 
5-1 1-73 
and ape- 
cia1 toncd 
milk 
introduced 

I 16 116 Do. 

T& 3 p a  a t  fat . 84 84 Lb.) Do. 

Double tcmed I .  5  per cent fat . . . 60 60 70 Do. 

s p 5 8 l b o a f 3 . 5 p e r a n t r . t .  . . . . - 130 Do. 

. . 113.71 114.84 . . 
(from 
la-10-71) 

. . not avail- . . . . . . 
able ;, 

84.47 $3'44 99.66 . . 
65.83 84-76 8 6 . a  SOg-ng 1S8.96 

. . . . . 1go.d 153'49 





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 
WilS under-estimated on account of thc following factors:- 

( a )  No periodical review of the estimated cost was made in 
the light of procurenlent 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 iu process was taken at 1 per cent whereas, the 
norm fixed was 2 per cent and the actual loss was still high- 
Q. 

(d)  The estimated solid-non fat loss in process taken at 1 per 
cent was much lower than the actual loss. 

5.61. The Management s~ated (November 1974) that proposals s a t  
to Government in 1972 or strengthening the Cost Accounts Section were 
yet to be sanctioned by the latter and that work was being managed with 
the available staff which was inadequa:e. 

[Paragraph 48(4.43 of thc Rcport of the Comptroller and Auditor 
General of lndin 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: 

Tonrd Milk 

Dottllr Tonrd M l k  
r so:, Fat . 

Chec (Per r kg. tin In rum) . *5'S9 



5.62. Thc Committee have been informed during &den& 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 has 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 Delhi 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." 

5.63. 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 adbely consi- 
&ring such a system and I think a decision would he taken 
lshorely." 

Clarifying further he added: 

"The matter has bcen 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 consickration. 1 expect that the Government would 
take a final view very shortly. The reasons for the 
increase is on account d the increase in the purchasing price 
of milk pwder." 

5.64. Supplementing tbe information. the representative of the M& 
try of Agriculture has added: 

"Ibis propal we have bcen considering right from 1975. NOW 
we an busy with two or three alternative systems. Tht pria- 
ciplc remains the d u a l  pridag-what type of milk 
and a! wbat prlct should i t  be av&& tbaQc ut the dm- 
antnett whicb we arc considering at the mament. But tbe 
bask priadpCe of dual pticing nmldns the same which 



means that upto a limitqi extant, that is, two bottks per day, 
we may supply to each family at subsidisad 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. Subequently, the Ministry in a note hunished to the Cammit- 
tee have stat&: 

"A proposal in regard to the adoption of two-axis pricing policy 
for the milk marketted by the Delhi Milk Scheme was consi- 
dered but did not find favour. The system is in vogue only 
in Bombay City." 

5.66. The Commit~ee pointed out that at present milk was being soid 
by the Delhi Milk Scheme and Mother Dairy at two different rates v i ~ ,  
Rs. 1.30 and Rs. 2.00 per litrc respectively and enquired the reasons f a  
kecping 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 different. The Mother Dairy sells standard 
milk containing 4.5 per cent fat. whereas Delhi Milk Scheme 
sells Toned Milk containing 3.0 per cent fat. The rate bad 
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 Chairnianship of Joint Secretary in-charge of 
Dairy Division in the Department of Agriculture. Thio 
Committee. among others consists of ChairmaniGeneral Mana- 
ger of the two dairiea along with other concerned officers. 
Important decisions like thc purchase and sale price of milk 
by the two dairies will be finalised by this Committee." 

5.67. The Committm wanted to know the steps taken by the Delhi 
M i  Scheme to streamline the accounting system in order to have better 
control over various elements of costing as also whether there was a q  
proposal to strengthen the Cost Accounts Section of the Scheme. Tm 
reply, the Ministry have stated: 

"For the prassnt the Mi Milk Scheme is bdng run as a &part- 
maatd Commmid-cum-lnduurial Undertaking within the 
fnaM work of Government rules, regulrtianr a d  financid 

p&%xdum. Under the pawed gQatPisVetivc 
am-, only a n t  estimates a n  cornpifad. The snerog- 
GJng of accoaatiug system in order to have better control 



over various elements of costing would rquire the introduc- 
tion of a sophisticated costing sys:em and maintenance of ac- 
counts fully on commercial basis. This would not be pracb- 
cable as long as the Delhi Milk Scheme functions as a Gov- 
ernment Department. The Delhi Milk Scheme is propsad 
to be converted into a Statutory Corporation and the effec- 
tive 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. Tbe Committee find tbat the estimated cost of production of mi* 
LPS risen year after year as compared to its sale price. They note that s w -  
udirrd arillr (5 per cent fat) was sold upto 9 October 1971. at 116 paise per 
iitre as against estimated prodnction cost of 119.20 paise per litre. Simi- 
larly, toned milk (3 per cent h t )  was sold at 84 paise per litre a@nst esti- 
mated pmdnction cost of 99.65 paise per litre in 1972-73. Double toned 
milk (1.5 pcr cent fat) is being sdd witb effect from 5 November 1973 at 
70 p d e  per lihp as against estimated production coht of 86.02 paise per 
litre in 1972-73, 109.29 paise per litre in 1973-74 and 128.96 paiw per 
Utre in 1974-75. Sdlarly,  special toned milk (35 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. 7he Committee are bowever surprised 
to note tbe alarming increase in the estimated cost of production (including 
cost of procuremeat) of milk during 1976-77, as they find that these c w t ~  
have increased to Rs. 180.84, 154.48, 190.91 per li!m of toned milk. doable 
toned milk, special toned milk respectively. A5 has been pointed out by 
Audit, tbe sening prices of varioas of mi fixed in F e b r u q  1969 had 
not been revired by Government in fhe interest of consumers till 5 h'o\cmber, 
1W3 except for a marginal reduction of 0.5 per cent in tbe fat content of 
stamdardised mYk in October 1971. The Committee find that even fhe prices 
that were 6 x 4  in November 1973 were on the basis of estimatad and not 
actual cost of pdoction. 

5.59. The Committee are dhtresred to note from the ohervations of the 
Audit that in the sbceace of cornpitation of actual cocit for each padr of mftk 
and milk prcducts, the authenfici~ of the -timated cost adopied as t h ~  basis 
for fixatios of sale price could no! bc verified. It was also noticed hy the 
Audit that the estirn~ted coqt compiled hq the S r h n e  wps rrndcr-ceimafcd 
rn account of the fact that (9 no pcdndicd review of the esfhnaled cost was 
~adc in the Hpbt of pmcnr*went n&cc of taw - M a 1  whicb s h e d  conti- 
Y ~ V  an ttprrard trrnd: snd (U) (hr fnt losc in process w a s  taken st 1 per 

c d  wbmrn fit norm @xed was 2 per ctat nrd fkt a d d  km wag stfU 
L ' i e r .  



5.70. The Commitlee r q p :  to no4e inn tbe Asdit P m  tbat J(boug& 
tLc Ddhi Milk &hems br a Cud Accounts Braoch, prrprrotion of Cost 
She& mr discontinued born 1969-70 aed instead, estimated co8t is being 
compiled since then after taking into account ad 'hoc increased over the cost 
tor 196849. Tbe Couudttce would Uh tbe Government to investigate, us 
k why the prepustion of Cost Sheeta wm dintinned and how in tbe 
abacnce of eolapilatbn d r~tppl cost for each grade of milk and mi& pro- 
ducts, th DelbI m Scheme are in a position to fix the male prices of milk 
u d  milk products. The Committee feel that costing is particularly neces- 
nary for ghee, and other dairy prodocb, like Ice cream, Butter etc., and tha8 
there should be no occahn for loss in their production. The Committee 
would like to have a detailed explanrrtion for tbt lapses and the remedial 
action that is contemplated. 

5.71. The Committee forther regret to note that proposals for strengthen- 
ing tbe cost accounts Section of the Scheme were sent to Government in 1972 
and nothing has been done so far in this behalf. The Committee art not 
coaviaced of the Ministry's plea that the strearnlininc of the present account- 
ing system In order to have better control over various element9 of costing 
wonld reqnire the introduction of a sophisticated costing system and main- 
teannce of accounts and would be possible only after the Scheme is converted 
into n Stalu'orp Corporation The Committee fed  tbat streamlining of pro- 
cedure can be effected even without bringing in costly machine;. They 
wonld, therefore, like the Government to review in consultation with Costin2 
Unit of Ministry of Finance the misting accounting system urgently in order 
to identif" the shortcominp and to take remedial mcawres in thk behalf. 

5.72. The Committee note that at present two different a~encies, viz.. 
Mother Dairy and Dclhi Milk Scheme fire .selling milk in Delhi sf two differ- 
ent prices, vif. Rs. 2 and RI. 1.30 per litre. rcspecthel?;, (he fat content of 
milk markettcd by the former i \  4.5 per cent and of the latter 3 per cent. 
The Committee have been informd thnt in order to achieve co-ordination 
between the activities of the two dairies. a committee has been conq'hted in 
the Ministm of Aqricultrrrc wh'ch wald ,  inter alin. deride the pn-chaw and 
snle prkeq o f  milk b? the Delhi Milk Scheme nnd MoLher Dai.v. The Corn- 
mittce cannot hut point oet the long (:me thnt hqs nlrendv e!ap?ed in tnck?ing 
thew iscrtes nnd d e s h  that these should he conclnsivcly resolred within six 
months of the pre.e;entntion of the Report ant{ the Cwtwnittee infomed. 

5.73. The Committee have heen informed dnrinn evid-we that there Was 
a proposal to revise the sale price of m;lk in nfw.  1971 hnf nothin? was 
done ia this direction a* Govemmcnt Celt that anv increnv in the price of 
milk would create a cbsb nsctian nmlting in dl-mvnct h c e m e  in prim 
of all items of milk and nd pmdocts. Instead, the fat content of specid 
tontd milk, which ts the main sopply to consumers, was decreased from 3.5 



per cent b 3 per a n t  to med prt of tBe l o w  hcrlnad by the Delhi MSlk 
Scheme. Tk Coarmittee aote (bet in spite of #at, fhe' estimated cost of 
pro<krc(iou af s p c W  boned milk Increased from 530.06 paise pet Iltre m 
1973-74 to 153.49 paise per lilre as against the sale price of 130 paise per 
litre in 1974-75. TLe Comn~ittee deeire that the whole question of fixation 
of prices of milk may be examined thmugbly so as fo aaalyse the reasons 
for the increase in tke cad of pocessing: and distr5WBon of milk and take 
remedial measurea to minimise them. 



CHAPTER VI 

W O M N G  RESULTS AND AN OVERALL PERFORM4NCF 

Adi t  Paragraph 

The working results of the scheme for the five years ending March 
1974 arc given below:- 

Interest on Government 
a p i t d  . 44' *5  12' 25 15.72 '7.77 18.07 

: (i) Simplified p . . f rm~  kccounts for I 972-73 arc given in -4ppendix 1X (not re- 
~roduced). PmJormo .4ccounta Tor 1973-71 were received in July 1975 from 
the Management and arc under audit* (December 1975). The b r a  tor 
I 973-74 are, therefore, provisional. 

;iil I n  para 80 of the CrntrJ Chxcrnmrnt .ludic Krport ;Civil\ 1970, i t  was 
mentimed that the figure of -la. shorn in t h c p m f m  accounts. wac workd 
out by  an sly sin^ remittances and w m  net bawd on tbr drily &a rt;\temenu. 
In Parit r I 5 of 11s Sixth Report (1971-72). the Public Accounts Committa 
raommmdcd the evolving d a suitable p ~ r c d u r c  for m u r i n g  CoITccmcr 
of the figurn of d c s  shown in theprrl/urno accuunrs. With c f k l  from 1g;z-73. 
the rhcmc b u  compiled the fig- of ula on the h L  oT daily d a  state- 
ments rcceivcd f m ~ n  the De~mts, realiutionr on account of uwrl supplics and 
= l a  on crcdit, etc. No. comddatcd quantitative accoimta of prtdt:c0-wile 
ulea have, however, been compiled with a virw tt. m u r e  cclrrtctncs of cbe 
figures d nlea cornputrd in the abaw manna. 

6.2. Encapt for thc years 1969-70 and 1970-71, the scheme had 
been incMing 1- rrincc incaption to 3lrt March 1974. The C U I ~ U ~ ~  
tivo loss up to 31rt March 1974, after adjustiq the profits earned ia 
--------- ---- ---- ----- -- - - - - -  

@hdRlUOe=:_II:ni.tlnrr#tbyrbeodlcsdtho a& AOaa f 8 - r t - l W  



1969-70 and 1970-71 amounted to Hs. 705.42 lakhs. The Veod towards 
pmfitability achieved in 1969-70 and 1970-71. was mainly due to the 
ukst of produtcion being lower thsn the sale price of milk fixed in Feb- 
~ a r y  1969. This trend could not be continued subsequently. 

6.3. According to the Management, the main reasons for incumng 
losses in 1971-72 and 1972-73 wen increase in tbe price of raw milk 
and 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 sinc: February 1969 but for marginal 
increase in the price of ghee and I-eduction in f%it content of standard milk 
from 5 per cent ro 4.5 per cent from 10 October 1971. 

6.4. The Scheme incurred ;I loss of Rs. 83.89 lahhs in 1972-73. \Vhile 
the incidence of increase in the price of raw milk and skimmed mik 
powder in 1972-73 over 197 1-72. as worked out by the Mana_cemrnt. 
amounted to Rs. 30.83 hkhs, the incremental impact of higher incidence 
of wages and services had not 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 acwunl of 
reduction in the fat content and increase in  the price of ghce in October, 
1971-worked out to Rs. 41.50 lakhs and Rs. 3.20 lakhs respectively. 
Further. the losse5 werc contributed by the folIowin_e factors:- 

(a)  Uneconomical working of the Biknner Centre and hieher 
percentage of loss of fat and miTk in transit at this centre. 

(b) Hi& 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 
sta:ls. 

(d) Excessive breakage of bottles. 
(e) Higher incidence of cost of collection on account of under- 

utilisation of the capacity of a number of milk collection 
and chilling centres. 

( f )  Rising trend of conwmption of petrol. diesel, engine oil, stcam 
cod, chlorine and caustic 60th. 

(g) Idle plant and equipxnt.  

6 5. According to the pro for'-ra Accounrs submitted for andit, thc 
loss for the year 1973-74 workc out to 221.50 lakhs indicating fur- 
ther deterioration in the results of working of the scheme. This represents 
a b u t  19 per cent of the total turnover. Aecordlng to the Scheme, the 
main fadm rcspousible for the loss in 1973-74 werc: 

(a) increase in the price of cammtrcialiy imported skimmed milk 
powder from &. 5,400 per tmnc in 1972-73 to Rs. 8,300 



per tonne in 1973-74, involving an additional expenditure 
oi Rb. 103.73 lakhs; 

(b)  increase in the procurement price of milk in 1973-74 ovar 
1972-73 resulting in extra expenditure of Rs. 68.05 lakhs; 
and - -  - 

(c) steep increase in the prices of diesel, petrol, oil and lubricants 
(amount not quantified). 

6.6. It may be mentioned, in this connection, f iat ,  as against the 
extra expcudilure 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 w~th  effect from 5th November, I975 and introduced special toned 
milk @ Rs. 1.30 per litre with 3.5 per cent iat content. The savings on 
this account have not been quantified by the Management. 
Overall Performance 

6.7. The table below sunis up the d e n t  statistics relating to the 
working of the Scheme mentioned in  the various paragraph$ of the 
Report : - 
- - -- - - -- - - 

19h-70 1970-7 1 1971-72 9 7 - 7 3  1973-74 1974-75 
- - w --- ----- --- 
I .  Capital invested 

(Ra. in crom) . 
2. Turnover Mi l l  

(Rs. i n  crorm) . 

Milk productn . 
fRs. i n  rxore) 

3. ProGt!LoP . 
(R9. in Izkhq\ 

4. Capacity lac hand- 
ling of llrilk per dry 
(inlakh litm) 

5. .4vrry(r procure- 
ment of raw rnilk 
P" day . 
, r r ~  lrkhlitra) 

7 .  Production of ghee 
(in Iakh kp . )  . 



9. W e  price d pan- 
tturied milk : 
(a) Standard milk 

with 4.5  prr- 
cent kt iintro- 
duced from 
lib-10-1971) 
{Paise 
litre) . pu 

. . . . 

(b) Toned milk 
wlrh 3 pa cent 
fat (Pair per 
litrr) . '54 

re. 8aJc p i c e  of gbae 
@rr kg.) . . . 

(a) S t i d  mill 
powda u"dw W. P. Y. (io 
-1 . 

(c) Butter oil W.F. 
P.  in 
Ionom). . 

I 16 116 .. 
(discon- 
tinued 
from 

5-11-1973) 

a4 84 
(discon- 
tinued 

from 
5-3 1-1973) 

(with effect from 
5-1 1-1973) 



6.8. lo the background d above data, the following hi@igbts of the 
work@ of the Scheme dtserve mention: 

(i) Capital invested in' Delbi MiIk Stheine at the end of 1973-74 was 
Rs. 5.95 crorcs. During the last three years ending 1973-74, the 
mnual turnover of the Schen~e, ranged between Rs. 11.5 crores and 12.3 
crores. Thc Scheme, for the first time, earned a profit of Rs. 73 lakhs 
in 3969-70 followed by a profit of Rs. 11 lakhs in 1970-71, mainly on 
=count of increase of sale-price from 104 paise per litre of standard milk 
with 5 per cent fat content to 116 paise per litrc of standard milk effec- 
tive from February, 1969. Thexeafter, it incurred lases of Rs. 67 
lakhs in 1971-72, Rs. 84 lakhs in 1972-73 and Rs. 2.2 crores in 1973-74. 
As there wm no change in the sale-price of speci;~l 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 inore assuming the same level of production efficiency and prices 
of other inputs: 

CThe Audit have intinlared [hat fhe Delhi Milk Scheme had in- 
curred a loss of Rs. 4.14 crores during 1974-751. 

Thc Dcfhi Milk Schcnie ha5 intimated r ,>  411dit in February. 1976 :is 
follows : 

"Since the cost of production was higher th-an the sale price it was 
hut natural that the scheme should %cur losses. This has 
been brou;&t t o  the notice of the Government from time 
to time. 

( i i )  Procurement of raw m i l k  ranged between 53 *and 66 per cent of 
handling capacity of 3 lakh litres per dav duriny 1969-70 to 1972-73 
aad 26 per cent in 1973-74. In 1974-55 procurement worked out to 
d l  per cent of the cxyanded capacity of 3.75 lakh litres per day despite 
substantial increase in procurement price of mi& referred to in item ( v l  
below. Against this. average distribution of pasteuriscd milk ranged bet- 
ween 88 and 96 per ecnt of the capacity during 1969-70 to 1973-74 3 r d  

78 per cent of the capacity in 1974-75. 

(The Ministry h.we stated to Audit in Am. 1976 that the pre- 
mt dairy d Delhi Milk Scheme is not quipped to haudle 
mon than 3 lakh fitm of milt per day in optim~rm condi- 
tionr and that the target of 3.75 lakh litres of milk created 
mlb the Second Phase. Expansion coufd not be achieved 
rr the battilug Iines are yet to be r @ d . ]  

In view of milk procurem;int falling below the level of capscity 
Bb Sjltmc bad to coonrmo increasing quantities of skimmed milk 



PO* aad butter oil (exapt in 1974-75) to meet ib commitment for 
the supply of pasteurisd milk. During tho three years 197273 to 
1974-75, the Scheme used each year 1400 to 2100 tonnes of butter oil 
and 2500 to 4200 tonnes of skimmed milk powder uuder the World 
Food Programme. In addition, in each of tfiose three years, the Schcme 
purchased directly 2800 to 3600 tonnes of skimmed milk powdcr imported 
through the Indian Dairy Corporation (a  Government Company). Thus 
supply of milk by the Scheme has been entailins an annuid outgo of free 
foreign exchange to the extent of Rs. 2.4 crores on ;in average in recent 
years. Besides, the purchase price of commercial skimmed milk powder 
was raised from Rs. 5400 per tonne in 1972-7.1 t o  R4. 8300 per tonne 
in 1973-74 leading to increased cost of production of pabteuriscd milk 
with consequent increase in loss. despite the fact that sale price of special 
toned milk in 1973-74 w,$s increased by about 60 ph cent over that of 
1970-71 (on fat basis). 

( i i i )  The turnover of milk in v;tluc constituted betwren 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. 
I" 

(iv) Despire the procuremcnt of raw milk being lower than capacity. 
the Scheme produced 6.74 lakh kps. and 5.66 lakh kg<. of ghee in 197273 
and 1974-75 respectively. This was n~adc 'possible by diversion of fat 
in the raw milk towards preparation of ghee and use of butter oil in lieu 
t b e d  in preparation of liquid milk. The sale prii.e of ghee during the 
period from September 1971 to October 1973 nac  Rs. 14.50 per kg. 
This was raised to Rs. 21 per kg. with effect from 5th Yovember, 1973 a d  
to Rs. 25 from 24th December. 1974. It apptarz :hat up to November. 
1973 the sale price of D-lhi Milk Scheme phee wa\ lnwcr than the market 
price. After the price was raised to Rs. 23 per kg the Scheme had been 
experiencing difficulty in the sale of ghcc The stock of flee as on 30th 
September. 1974 and 30th Cepten~ber. 1975 was of thc order of 1,334 kgp. 
and 69,622 k g .  respectively. 

(v)  The procurement price of raw milk wid by the Scheme has k n  
on the increase; the price paid in 1974-75 k i n g  25 to 30 per cent higher 
than that paid in 1973-74. Accordinc to the Management, the milk 
product factories situated in the vicinity of Delhi were paying prices ranc- 
iag fnom Rs. 15 to 20 per quintal over that paid by the Scheme. It is 
understood from Management that 6 such factories were located within 
radius of 160 kms. from Delhi. 

(vii While the Schcme is not in a pnqition to procure raw milk at the 
ram offered h! 7 .  a Mother Dairy with an ultimate capacifv of 4 lakh 
l i t m  per day has h e n  set up the Indian Dairy Corporaf;on (a M. 



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 pcr 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. Thc sale price fixed by the Mother Dairy is Rs. 2.20 
per litre (5 per ccnt fat) as against Rs. 1.30 per litrc with 3.5 per cent fat 
charged bv thc Scheme. 

(vii) Apart from the inadequacy of thc marfin bctween the procurc- 
ment price of milk (including other ingredients) and the selling price ot 
milk to absorb other elements of cost of production and distribution cost, 
other factors contributing to thc loss were procekng 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 Kcport of thc Comptroller & Auditor 
Gencral 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 Apiculture) have furnished the 
fdowing figures regarding capital invested, turnover of milk and milk 
*ucts. loss suffered by the Delhi Milk Scheme. etc.. during 1975-76 
a& 1976-77: 

Turaotzr . 4.99. Accoun~ u!~der prc- 
paratloll 

Mi* . . J4'7Tb Do. 

RoBttIxm . . 5'77rE Do. - __-- . . 

run-audited Accuunb. 

3107 LS-11. 



Capital inveitel 1375-76 1976-77 

Average procure~ncnt of Kaw 11dk prr &I\. 

i n l ~ k h  litrss) . . 1 ' 9 7  

c I v h i  I I 1 . ;;ti- 73 lakhs ,1111- the PCCOIIIIU arc UIL- 
audited accounts) de. cornpilatian. 

6.10. Stressing the need for the Delhi Milk Scheme to function an a 
-no-profit no-loss' basis, the Cammittee in their Sixth Report (Fifth Lmk 
Sabha-1971-72) had observed as under: 

"The Committee in theiu TulentySeventh Re- (Fourth Id; 
Sabha) took note 04 the fact that the Delhi Milk Scheme was 
incurring losses since its incepion up to 31st Mnrch, 1967. 
The Committee are disturbed to find tbat tho working result8 
for the subsequent years 196748 and 1968-69 have ;rlsO 
disclosed Iases. Ilk biggest ever Im of Rs. 146.71 I&bs 
was incurred during 1967-68. 'Ilk cumulative lms up to 
31st March. 1969 amounted to Rs. 417.68 lakhs. Tbe 
Committee see no justification far lasses in a Project of this 
kind which elsewhere has been found to be profitable for 
cxample Kairi Disuic~ Cooperative Mi& Scheme. 'l'be 
Governmcnt should keep a c l w  watch on the Schcnlc taking 
expert advice :rnd when necessary it  is of prcstigi- 
impor~ancc h;.ir;g I(xutc;! in the C'apital of thc countr!. 'The 
C o n ~ n ~ i t ~ c e  trust that (;ovcmmcnt would rnrikc fullcst use 
of ihc c x p r r i ? ~  t'lc ubjccr sr-.iilahlc in the country. 
During i\ i2l.n. 2 . ( I ucr-c inforn~cd that the 
Lhcmc cxi:c-:c~i :o sho~r. pnjlit during 1069-70 partly dub 
t o  r:~t!imalI*..r:i ri :.A' p~octclurc\ :tnd conrrd ovcr incidentah' 

L ~ : S  ;in(! ;MI?: L!UC Io Incrc;iw in scdC pri\-v given effect. 
to f r c m  12ntl Fchm;~~). .  1960. 'I hc Cornmittre suhwq ucntly 
undcrsttrk) from Audit that thc proforn~ir nccounls for the 



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 bc apprised of the extent of profit arising from 
thc opcntiond cficiency and that accruing from increase in 
thc sale price effective from the 22nd February, 1969, or 
lower cost of procurement of milk separately. Thc Com- 
mittee hope that with the increase in  turnover and better 
control over cxpenditurc losscs would bc wiped off and the 
Scheme would hc able to function on a 'no profit no loss' 
basis." 

6.11. In their 57 Report (5th Lok Sabha) (1972-73), the Conirnittce 
had not& that the National Dairy Development Board had k e n  entrusted 
with the task d' studying in detaiI the various sections of the Delhi Milk 
Scheme and to suggest ways and means of improving its working in order 
to effect economy whcrcvcr possible. The Committee had hoped that, 
on thc basis of thc rccommcndations to bc madc by thc National Dairy 
Development Board, Government would take appropriate action to ensure 
that the Scheme functioncd on ;i 'no profit no loss' basis. 

6.12. The Committce enquired whether the question of revision of 
d i n g  price of milk with a vicw to  eliminate the continuing heavy losses 
d f e r c d  hy the &hi Milk Scheme was considered by its Govcr-ning 
Body. Thc Chirman,  Delbi Milk Scheme. has \tatsd durinS evidence: 

"The prices of DMS products werc revised in February 1969 on 
the prcvious wc:~sion. Due to the upward revision of the 
prices n d  putting thosc on an economic level in 1969-70 
;tnd 1970-71, ~ h c  DMS madc marginal profits: these were 
the only two yc;m sincs the inception of this khcmrl when 
thcrr: w;ts somc profit. In 1971-72. when the proforma 
;iccount-s wcrc prcparcd. it was observed that the Qheme had 
run into losscs.. . . .'I'hc Govsrning Body tcwk ;t dccision in 
, t hu t  1973 thur tlic prices should he rzvised :~nd i t  was 
qprovcd by :h; (iovcrnnicnt. From 5th Novcmkr-. 1973. 
the priccs \~L*I-c  i.cviscd . . . . ' l ' h w  prices wzrc f i ~ d  ibll the 
his of th3 priccb ; ~ n d  cxpcnditure in 1972-77 ;iq wcll as the 
priccs o f  thh. miin ixw matsrials u-;ctl by  us. T h i ~  rox i t i cn  
h~wcvrr.. tiid 11ot ~ O ~ I ! ~ I I I I C  up 10 1074-75. -4s w c  a11 k11c3\\., 
1!lorc. ~ 3 . 4  r\ih~!- \tccp i f i ~ r c ' ; ~ ~  i n  thC price I t \ c h  ;I!\ rO1131d. 

Yo. tlic hais  on ~ h k h  wc h;id tis~.tl rlw piccc in 107.7 no 
longcr hclil ,ci~)tl :~ftcr ihnt year ;mt we had to :tp;tin wrne 
up wit11 ;1 prop~\:~I for further pri'y rwisio~i \;rr;riyht;t\vny or 
for sonlc q.ystcn1 whcrchy we could dcntdish the l ~ s c s  that 
would hc incurred if wc did not do son~cthinp nhout it. . . . 



These matters did come up before the Governing Body in 
1975 and they made certain recommendations which, again, 
are under the consideration of Govcn~ment. Uillcss wc t a k  
il final decision on what should bc done about the carlier 
proposal which was sent in 1974. wc cannot progress." 

6.13. The Comillittcc desired to hnow thc additionnl income dcrivcd 
a h  a result of revision of priccs d milh products on 5th November, 1973. 
In rcpl). the Ministry have furnished thc follo\!inp note: 

"The priccs of nlilh and milk product5 \\ere‘ raiscd on 5-1 1-73 
not to derive additional incomc but to opcratc on 'no profit, 
no loss' basis. Had we not stoppcd production and distri- 
bution of Standard Milk. toned milk and Cow Milk and 
introduced Spccial tuned milk in their placc and fixed thc 
selling prices of Special Toned Milk and Double-toned milk 
at Rs. 1.30 and Re. 0.70 per litrc respectively the Scheme 
would h a w  suffcred additional loss of about Rs. 136.90 
lakhs during 1973-74. With thc revision of selling prices of 
milk products such iiS Ghcc. Rdtter etc. with cffect from 
5-1 1-73 the Scheme was able to cam a marginal incomc of 
about 1.27 lakhs during thc above pcrid. '" 

6.11. Thc Committee pointed out that in view of hcavj losscs i t  was 
apprehended that block capital of Delhi Milk Scheme might be washed 
swa!. Enquired if the Delhi Milk Scheme had received any guidance 
from Government to improve its finiincial condition. the Chairman o f  the 
Delhi Milk Scheme has stated: 

"As far as the DMS is concerned, the selling price of mi& 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 bkimmed milk powder and 13(,',, or so is on purchases 
of stores and operations, that is thc p'urchasc of stores for plant 
and maintenance of machinery etc. and for operating the machi- 
nery transport system and chilling centre and everything. It 
comes to about 92 to 93'5,. Another 47; is on interest and 
on depreciation. This is the normal accounting procedure. 
So 92'>; of our expenditure is based entirely on cost of raw 
materials that we use and the stores and services that am 
required for operating the scheme. These are entirely govern- 
ed by the prevailing market pkice3 under the agricultural and 
industrial conditions and the cost of services on which really 
we can exercise very little contml. These are major segments 



of our expenditure. We have kept d m  only a very small 
portion t o  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 represcntativc of the Ministry of AgricuIture, has 
stated: 

"Ciovcrnmcnt have gone into this qucstion and a s  1 was 'submitting 
we havc various altcrnativcs under our consideration. We are 
trying to follow thc principle of dual pricing now. One of thc 
exercises which we have been considering is the cost of produc- 
tion of the $$ccial toned milk which we are selling is Rs. 1.70 
per litre. One idea is we should reduce the fat contcnt and 
bring it to norrilal toncd milk and continuc to sell at thc pricc 
c4 Rs. 1.30 per litrc." 

6.16. Enquircd as to how the reduction in fat contcnt in the special 
toned milk would affect the hcalth aspect, the rcprcsentativc of thc Minis- 
try has stated: 

"It is quitc all right from hcalth standard point of view. In certain 
arc;ls thcy arc going by double toncd that is 1.5"; ." 

6.17. In reply to ;I qucstion. thc Chairman. Delhi Milk Scheme. has 
il;~tctl that in the last fivc \cur\ they had incrcased purchasc price of n d k  
iron1 Rs. 97 to about Rs. 160 pcr quintal which \vns more than 60 pkr 
cent incrc:isc. The Committee wanted to know the reasons for this in- 
crc;~sc. In rcplv. the Ministry haw furnished the following note: 

"Following the succcssivc. droughts in the !cars 197 1-72 and 1971- 
73, the production of crops fwd, foddcr and foodgrains 
sl~ffcrercd seriously due to the adverse climatic conditiun. The 
availability of feed. foddcr and foodgrains became scarce. This 
resulted in steep increase in the price index of the agricultural 
conimodities. The pricc indcx of foodgrains (as  comparcd to 
the indcn of Junc. 69) went up by 17.S8"; in Jun,:. 1972: 
39.07'; in Junc. 1973; 89.17r;, in Juni.. 197d mJ 09.09"1 
in Junc. 1975. Thc price indcx of 'all commodities' over the 
index prevalent in .lunc. 1969 rc@stercd an increasc of 15.19"; 
in June. 1971; 36.88"; in J w c  1973; 7 8 5  in Junc 1971 
and 81.61f';, in Junc. 1975. Kec'ping in view the incrcnsc in 
prices ;IS well as ri~arket trends during the six years milk pro- 
curcnwnt rates were incrc:~scd suitnhly from time to tinw SO 
;is to provide a rcrnuncrative return to thc mill rmxiucers 
and to nlakc d;iirying ;In cconon~ically featiiblc xtivit? for the 
farmers. Howwcr, no spccific amount was included in the 
priccs as an iriccntivc 10 the f:~rmers to produce more milk." 



6.18. Explaining the net loss and profit on sale of milk and milk pro- 
dk t s ,  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 toncd niilk that we distribute works out to 
Rs. 1.68 per litrc but we sell it at Rs. 1.30 per litre, we incur 
a loss of 0.38 paise. Thc Second Dairy is not running at a 
loss because they are selling milk at Rs. 2. When they are 
fully operational, a view on their p'ricing will be taken." 

6.19. Asked if both tIlc 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 whcn the pricing is done in 
such a way between the two dairies and the product mix so 
decided that in the overall situation thew is no loss. It depends 
upon what type of milk they will distribute, what will bc the 
price for milk products. The nholc thing will haw to be 
considered tngethe~." 

6.20. Asked whether costing was being done properly and whether 
there was any scope to rcducc the efpenses. the Chairman. Delhi Milk 
Scheme, has stated: 

"Costing is subject to audit ever) Fear, p r o f ~ w i ~ . ~  accoun!h are 
presented to the Accountant General and it is audited. We 
have a qualified Cost Accounts Oficer of the Finance Ministry 
with us. We revised thc 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 
timc. It was cdimated by the Governing Body. and the Go\- 
ernment that the average purchnsc pricc of buffdo milk should 
bc Rs. 1.30 per litrc. Instcad of Rs. 1.30 we had to purchase 
milk at 3 higher p'rice because of thc general pricc increase 
and the extra expenditurr: that wc have incurred in 1973-74 
just on account of the purch:t\c pricc of milk was Rs. 68.05 
lakhs compared to Rs. 146 Iakhs in 1974-75. It has been 
the increase in the purchase pricc of milk only. Similarly for 
skimmed milk powder the increase in the purchase price was 
of the ordcr of Rs. 87 lakhs in 1973-74 and in 1974-75 Rs. 162 
l&hk The increrise in the price of milk and milk powdcr 
account for the entire loss of the Delhi Milk Scheme. The 
*ices of stores and services have also increased. partly due 
to utilisation d resources and probably due to im- 
provrment in efficiency and also economies of 'scale the per 



unit cost may go down; these three 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 streamline 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 prcprrred and got vetted by 
the Accountant-General. But what wc would really like to 
have is a management information system where detailed cost- 
ing exercises are undertaken stagewise, 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 propsi- 
tion." 

6.22. The Committee desired to know thc a\.crage purchase price of 
milk together with handling cost per quintal during the last five years. The 
Ministry have furnished the following information: 

"The average purchasc prise of baffalo milk and thc cost of handl- 
ing per quintal of milk are given hc1ow:- 



By and large the milk procurement rates increased in keepihg with 
the increase in the price index of Agricultural commodities 
which registered an increase of 81.617; from June, 1969 to 
June. 1975 and thc 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., increase 
in the rates of ice. service charges including trans'Qort chargcs 
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 ctc. 
due to the implementation of the recon~nlendation of thc 3rd 
Pay Commission and the grant of Dearness Allowance." 

6.23. At the instance of the Committee, the Ministry have furnished 
note stating that the following major steps have been taken by Govern- 

ment to improve the eficicncy of Delhi Milk Scheme in processing o f  milk 
and to effect economies in cost: 

"(i)  The replacement of old bottlin? lines by the new bottling lin:s 
of higher capacities. 

( i i)  The replacement of old clarifiers/separators by new units \ilf:b 
are morc sophisticated and modern. 

liii) The replacement of old stillapc trucks and bottle crates. 

( iv )  Increasing milk procurcmcnt by collccting milk Crcm  SIP:'^ 
Agencies and other Co-opcratiws to reduce thc use of skimmed 
Milk Powder. 

(v) With more intake of milk and availability of fat the productim 
of Ghee which is more cconomieal product is also being in- 
creakd. 

( v i )  Steps are being tlrkcn to reduce to overhe:~d cost by restricting 
the overtime al1ow;mce. 

(vii) By introducing more accurate testing methods and cross ~ . h ~ - k s  
the margin allowed for the Fat and SNF percentages in !;ic 
processed milk havc bccn lowered, thus resulting in consider+ 
ble savings in the consumption 4 Fat and SNF although thc 
quality of the milk niarkcted continues to be of thc prcwribcd 
standards. 

(viii) Detailed instructions h:we becn issued regarding the regulations 
and checking of thc quantities of dctcrpntc, pesticides 2nd 
other chemicals uwd by Scheme in order to avoid any cxces- 
sive consurn'ption or wastap. 



The probable benetits/economies cannot be worked out at this stage 
in respect of items at S. Nos. i to viii, as the same can only 
be known after the various proposals are implemented." 

6.24. The Committee are distressed to note that the llelhi Milk Scheme, 
which was expected to function on 'no profit no loss' basis has been incur- 
ring losses year after year since its inception except during 2969-70 and 
1970-71. The cumulative loss upto 31 March, 1974 atter adjusting, the 
profits earned in 1969-70 and 1970-71 amounted to uboul Ks. 7.05 crores. 
l 'he loss during 1974-75 and 1975-76 was Rs. 4.14 crorcs 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 earlier years as the cost of 
production (including cost of procurement) of milk was significantly higher 
during this gear, 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 increase in turnover and better 
control over expenditure. losses wodd be wiped off and the Scheme would 
he able lo function on a 'no profit no loss' bask. l'he 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 inter nlia contributed by uneconomical workiug of the Bikaner Centre 
and high percentage of losses of fat and milk in proccss a1 the Central Dairy. 
cscessive breakage of bottles, higher incidence oi cost of collection on 
account of under-utilisation of the capacit~ 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. 
Tbc Committee by and large have dealt with thcse aspects elsewhere ia 
the reporf and given their recommendations. 

6.25. The Committee consider that the reason for the loss sustained b! 
the Uelhi Milk Scheme is due to the marked diiercnce between procure- 
ment and sale prices of milk. It has been submitted to the Committee that 
there k s  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. 1979. While keeping in view thc increase in prices as 
well as market trend over tbe years, the milk procarenrent rates were in- 
creased suitPble Crom time to time to provide a remunerative return to 
the milk producers. The Delhi Milk Seheme has been bringing their worsen- 
ing pasition to Ihe notice of Government from time to time but the latter 
instead of moving swiftly allowed fhe tbings to drift. 



6.26. Another reason which accounts for a major portion of losses is 
lbe 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 
RI. 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 
t k  procurement of milk and reduce the expenditure on over-heads for 
cullection and processing of milk, it niay not be po4ble to reduce the losses 
lo an appreciable extent. The Committee, therefore, would like to urge 
that all-out efforts should be made to tap more sosrce5 for the procurement 
eF milk at most reasonable costs. 

6.27. The Committee have been informed during evidence that the no- 
loss situation would occur only when the pricing is done in such a way bet- 
ween the Delbi Motber Dairy and the Delhi Milk Schen~e 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 sis months of the receipt of the Report of the 
Committee of Officers which has been appointed to decide the purchase and 
sate prices of milk by both the Dairies. 

6.28. The Committee note that the Delbi Milk Scbeme had incurred a 
kss of Rs. 83.89 lakhs in 1972-73. Wbile t k  incidence of increase in  the 
price of raw milk and skimmed milk powder in 1973-73 over 1971-72 
ERI@uII!~~ to Rs. 30.83 lakhs the incremental impact of higher incidence 
ef wagec and services had not heen quantified. 

6.29. Similarly. the Committee find that the wvings effected by the dis- 
coatinnanre of suppl~ of standard milk at the rate of Rs. 1.16 per litre 
with 4.5 per cent fat content with cfiect from 5 Sovetnber 1973, and intro- 
&ction 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 ha\ not been quantified. The 
Committee need hard& point out that Government sbould have carefuUp 
worked out the financial implicatmn% of reducing the fat contents in two 
mges and kept a careful watch to see the extent to which this had actuan! 
helped in reducing the losscs. 

6.38. The Committee have been informed that Government have taken 
a number of steps to improve thc. efficiimy of Delhi Milk Scheme in pro- 
etssing of mi to effect economies in cost. Tbese steps inter alia include 
n p k c m e n t  of oM bottling line, clari6ets/separatom, stillage truckp a d  
bttie crates, imcrmdq mi& procuremeat to reduce tBe use of Skimmed 
Milk Powder, increase in p r o d e e t h  of Obec wUcb is more economial. 
rtdrrction i. wabtrd cost by restricting & overtime nllorrana, spyhlls 
b masumption of fat a d  SNF, etc. Tbc Committee would like the Cov- 



ernment to take conclusive action to enforce these improvements vigoror~sly 
sr 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 meawrcs sbould be taken 
ta (i) improve procurement from the earmarked milk-sbed areas, (ii) develop 
high-yielding came (iii) improve procurement arrangements througb ration* 
adisation and economy in procurement operations. 



CHAPTER VII 

RELATIONSHIP BETWEEN INDIAN DAIRY CORPORATION IIKD 
DELHl MILK SCHEME 

The Indian Dairy Corporation was incorporared a, .I wholly Govern- 
ment-owned Company on 13 February, 1970 mainl!. t o  implcmcnt "Intikc 
WFP Project 61 8" (Operation Flood) undcr thc \\'orld t : o ( ~ l  Pro~r; tnin~c 
the United Nations. The Project \vhich had :I durntiiw of 5 ?can ( 1070 
to 1975) and which has sincc heen cxtendcd for n pcriod oi' 2 years up ts 
thc end of June 1977, aims at the irnprovcment nl' nlilii markctin2 by CIXI!>~- 

inp the organised dairy sector to obtain a coniniandiug sharc of tlic nl;lrLc''s 
in the four major cities of Bombay. Calcutta. r)clhi ;ind V;1clr;1s and at 
speeding up  dairy development by increasing niilk ~ ~ O C I I I . C I ~ ~ C I I ~  :tnd P:.(N~I~:- 

tion in the rural arcas which supply milk to thc four r n a i i v  citic5. Tb: 
main objectives of the Corporation accordins t:) i t ,  2.lcnlo~.::nd!11ii :i:.J 

Articles of Association are contained in the sta'clncn; : i t  .\ppcnAix 11. 

7.2. Situiitcd on a 18-ncrc plot at P;ctparg:ini (Dcll~i) .  ttic Nciv 1);li.i 
with thc capacity for prosessinf 4.00.OOO litrcs nf n?i;l, pc:  d:r!. ha4 13.-.,q 

built a t  rr cost of Rs. 300 1;lkhs. importcd c q ~ ~ i p r n ~ n t  r-cprzscnii~y R4. , \ 'I  

lakhs. In addition, it is e x p ~ t c d  that th; 0 0  i;:nc!in; unit, ~ ~ r o p c i d  : . I  

be cstddished in the Delhi citv will cost Rs. 17 1 I.thli~. 
The Mother Dairy is designed to rcccivc frc4h r l i i l L  l t ' r t m  11ie 'tli ' 

Grid). pasteurise. standardisc. and homogcniic milk. Thc Ih i r ?  is :cL -. 

dcs iped  to augment fresh milk supplics wit ti mill rcccinihincd f I-():-: 
skimmed milk powder and fat. Thc Dairy wll\ p: t \~.=uriwi ;~nd ho11it.- 
gn i sed  milk containing 4.5 per cent fat and 8.5 pcr cc'nt solids non-fat. . ! 
Rs. 2.00 per litrc. They pay to the farmers -Rs. 1.89 per litrc. Ti.: 
new Dairy was commissioned in wccmbcr, 1973. 

7.3. Explaining in brief thc functions of the 1ntli:in Dairy Corpor,~tio.*. 
the Managing Director of the Indian Dair! Corporation has \liitcd durir7; 
evidence :- 

"They arc dcaling with dairy dsvclopmcnt. d rvc lopn~cn~ of O p r .  - 
tion Flood programmes by tackling thc prohlcms of four mil' 
markets in India at Dclhi. Bombay. Calcutta ;mil M;~dr;r- 
Thew arc the four maior consumption centrcs. thc milk 4tc.J 
of which cover ten Statcq. For  inctancc. Dellti'\ nmrhct 1 .  

being linked up with Rajasthan, Wcstcrn C.P.. Punjih a n 3  
Haryana: \imilnrly. Calcutta is k i n g  linkcd up with Rih:t- 



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 areas of Maharashtra and Gujarat. In 
these ten Slates, selected areas have been taken up for the 
devclopmcnt of Anand pattern society, so that there will be 
at least one such organisation in each of these States." 

7.4. .l'hc Comniittce have bccn informed during evidencc that wlle!i the 
sccond dairy plant came into existence, it did not have any procurement 
agencies of its own. The Delhi Milk Scheme, therefore, had to divert a 
pr t ion ol' its own milk supplics to sec that thc D.M.S. diverted 54.04 lakh 
litres of milk to thc Mother Dairy from Rajasthan and Uttar Pradesh 
during 1975-76, . rl 

7.5. Esplaining thc prcscnt sourccs of procurcmcnt of milk of the new 
d k r y ,  !hc Sccrctary. National Dairy Dcvclopmcnt Board, has stated:- 

"Thu nc\v dairy i4 c o l l ~ t i n ~  milk from Mc~nit .  Punjnb and Raj- 
asthan us also from Gujarat. From Gujarat the present 
collcction is about 60.000 litres all through the organiscd 
dairy public scctor or cooperatives only." 

7.6. l 'hc Can~mittcc wcrc informed that the Delhi Milk Scheme were 
ir ;I po4t1on to tahc carc of about 45 per cent of DeIhi's milk requirements. 
Fnquircd as I(> hots lhc Iklhi Milk Schcnlc ~ o u l d  bc able to meet the 
?*tire dcmand of milk of thc pcoplc of Dclhi, the Chairman, Delhi Milk 
S~hcmc. ha3 stated:- 

"Thc wand dairy which has already constructed a large number 
of depots i~nd niilk is easily available at an economic price 
will supplcrncnt thc DhIS distribution. L:ltiniatcly. both the 
dairies tcycthcr will supply more or less the entire requirenient 
of Dclhi. That ih thc planning and ,ilrc;ldy a lot of progress 
ha4 hcrn made in thc sense that the sccond dairy and DMS 
hctwccn thcmsclvcs will supply about 7 lakh litres. The 
second diiiry plant is spreading their distribution network and 
I think within the next two scars the position will improve 
vcrg suhstnntinlly!" 

7.7. 'The C'cmn~ittcc asked whetllcr the Indian Dais, Corporation 
raid the same procurcmcnt price of milk as is paid by the Delhi Milk 
Srhcmc. The Chairman, Delhi Milk Scbemc, has stated:- 

"They arc idopting DMS price; but give Rs. 5 ,  - extra. They 
had raised the difference a little more. Then we discussed 
the matter; and Government took a poky decision that 
there should be price parity between the two Delhi ~lants.  
That is the latest situation." 



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 tlii- 
tribution are concerned. Government has actually issued n 
directive that there should be price parity. In regard to 
coordination also, Government is taking necessary measurc.i. 
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 issued the ordzr 
that there should be complete parity and not 'a fair amount of parit?'. 
The representative of the Ministry of Agiculture has st;~ted as f'ollows: 

"A problem of this type had arisen about 2 month5 back; ;~nd v ~ z  
in the Ministry had to intervene. We called thc reprcscntativ?~ 
of both the dairy plants and sorted the problcni out. We a,-: 
in frequent touch with both the units. The milk shed is real:! 
common. There are lots of operational problems." 

7.10. Refemng to the quality of milk supplied both by thc Mother 
Dajl and the Delhi Milk Scheme, the Ministry of Agriculture have ex- 
#;lined the position, in a written note, thus:- 

"The quality of milk sold by the Mother Dairy and Dclhi Milk 
Scheme is quite different. The Mother Dairy sclls standad 
milk containing 4.5 per cent fat, whereas nelhi Mill; Schem? 
sells toned milk containing 3.0 per cent f a t .  7'hc r:itc had 
to be kept distinct according t o  the quality. 

"In order to achieve complete coordination between the activiti?~ 
of the two dairies in the Capital, a Coniniittec h a  bccn con.;- 
tituted under the Chairmanship of Joint Secrctary in-charp of 
Dairy Division in the Dcpartmcnt of Agriculture. Th s 
Committee, among others, consists of thc Chairmnn/Gencr.tl 
Manager of the two dairies  long wi th  othcr cnnccrned 
oWccrs. Important decision\ lilc thc pt1ti11.l.: .mcl u l :  pl-: 
of Inilk h!. the two dairic4 si l l  hc fin:~li\cd h! [hi \  Ctmmi[tcc'." 

7.!!. Regarding the future co-ordination hctwecn the T3.lf.q :rnd the 
DeIhi Xlothcr Dairy and thci! Managcnicnt and C:mtri,i :iw ~ ~ r i n i ~ i ~ i ' ! : :  
.of Public I'ndcrtakinp ha\ in i t s  83rd Report (5th J o? '; $I-! I -  ' 0 7 5  7 0 )  

made !he follouing recommendations:- 

"The Comnlittec need hardly point that now w h r l  t h c ~  ,ire TWO 

public sector dairies in Dclhi. f iovcrnn~cn~ ~ $ 1 1 1  t;th~- 
steps to avoid duplication of efforts and overlapping of func- 



tions, arrange judicious location of booths in all parts of t!le 
city and ensure equitable distribution of milk among all sections 
of people. They are of the opinion that one integratd 
organisation to manage arid control the atIairs of both the 
DMS and the Delhi Mother Dairy will not only go a long way 
in achieving these objectives, but will also makc it possible for 
the Management to kccp thc ovorheuds o n  stnf! a n d  fuel cm'? 
on transportation low, guard against unwholcsomc compcri- 
tion among milk producers and give them a fair deal, achieve 
economies of scale and pass on the hencfits of low costs to t!~e 
consumers. Needless to say. the inte~tated management of 
the two dairies will be able to bring about optimum utilisatioil 
of the bottling capacity of DMS and the storage capacity of 
the Ncw Dairy. The Colnn~ittcc strc.s\ that Ciovcrnrnent 
should not lose any more t in~c in takinlp a decision on tbe 
structure of the integrated asency to run the two dairies iq 
larger interests of the consumers ant! proJ~tccr-s. I f .  howeter. 
thc two dairies have to remain as separatc units for somc t i w  
till the organisational structure of one integrated agencj- is 
finalised, the Committee would like thc Govcrnmcnr to  make 
some suitable functional arrangements to bring together tirt 
heads of the two dairies so 3s t o  ensuri. coordination in t h t ! t  
activities and inte~ration in their planning during the interin 
$eriod." 

7.12. The Committee find that the Delhi !Milk Scbcme as well as the 
Matkt Dairy mn by the Indian Dairy Corporation continue to operate i 
Ddhi as two separate entities. In this connection, the Committee would 
lk to r e d  the recommendation made by the Committee on Public Under- - in their 83rd Report (April. 1976) to the effect the Governmeat 
sL& take steps to avoid duplication of efforts aad overlapping of func- 
lions between tbe two Dairies, arrange for judicio~~s location of booths a d  
ensure eqnitabk distribution of milk among all section.; of people. Tlc 
Committee bad further expressed the opinion that nne Pnteplrated organis- 
tieu to manage and control the affairs of both the Delhi Milk Schrme and 
tbe Iklhi Mother Dmiq would go a long w-a! in achleviac these cthjcctive(r 
and would also make for reduction in overhead c\penditure on shT. trw-- 
port, etc. Tbe Committee regret that in spite of tlrc t w c n w  of thc prob- 
lem, no concrctc measurm have yet hcen I:1ken by thc Governrnvn! in 'he 
matter except se- up a coordination c o m m i f ~ c ~  rvifi! n Joint Sccrcrarp 
of the Department of Agriculture as Chdrman and on which are rcpresen- 
trd thc Chairman/General Manager of the t~vn dairies :done with fhe 
other concerned oflicers. It is also rrnderstood that thc two nnirics have 
k e n  asked to maintain pad@ and coordination in thp matter of procnre- 
mcnt and di.PfrIbntian of milk. Tbe fact. however. rcmains that while the 



Mother Dairy p o r e s  its milk from the cooperatives, Delhi Milk Scheme 
is still largely dependent for its supply on contractors. There is also a 
nrclrked dilf'erence 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 Governanent to take a firm decision in the matter. At any rato, there 
sbould be complete coordination in the matter of pc i~rcment  nnd distri- 
bution of milk in the best public interest. The Committee would likc, to be 
informed of the concrete measures taken by the Government specially in 
the maUer of procuring milk iocrc&ngly from the cooperatives of d k  
producers and in opening of new distribution booths so as to make milk 
available in areas which are predominantly inhabited by weaker sections of 
Ue miety. 



CHAPTER VIII 

GENERAL 

A. Idle 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 . Dcqcripion Year of Cost Remarks 
No. acqukition (Rs. i n  

-- - - . - - I*) - 
I Machinery and equipmrnt 1964* 18.36 The balancing station at  Bikaner 

for balancinq station at  is yet (Novcmbcr 1975) to 
Rikaner. bc set up. I n  addition to the 

cost of the equipment a n  
expenditure of Rs. 2.60 lakhs 
was incurred on acquisition 
of land and its development- 

2 Autonmtic rrcrating and 
dccrati nu machines. 

 MI!^ r v ~ p x l t i n ~  plant . 
.+ Ch-rw pl ult . . . 

T h a c  items were also reported 
in  paragraph h ( j )  of Central 
Cfivernnlent .\udir Report !Ci- 
vil 1970 and comrnrnted upon 
i n  paragraph 7 . 1 5  to 7.17 
of the Sixth Rcpvrt of the 
Public Accounts Committee 
( I  7 1-72). The Management 
in8nnrd  Audit in So, ember 
1974 that recrating and dec- 
rating mbct,it:cs had been 
partly damaged by firc i n  I ~ ; . I  
and that technical ex 
Xational Daily DCW~:;: 
board had inspecled thc mac- 
hines with a vicw to utiliscl 
d i r p c ~  of various parts of the 
machina. Thr  rrport r f  the 
National Dairy L k ~ ~ l o p n l e n t  
Board is awaited (Novanber 
1975). 

Regarding acquisition of t ~ k m  
rder sub-paragraph (b) below. 



Rail Milk Tankers 
8.2. In paragraph 4.33 of its Sixth Report (1971-72-July 1971), 

the Public Accounts Committee b d  mommended that, in view of the 
dwindling procurement of cow milk &om Bikaner and the proposal to 
instal a cheese plant there, Gov-ent 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 abve  recammendath, the Ministry inter alia 
stated Q a p t e r  111, page 46 of Fifty-Seventh Report of the Public 
Accounts Committee (Fifth Lok Sabha) 1972-731 that there was 
adequate justification for procuring 5 rail milk tankers, each ct£ 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 
transprated 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 & 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 af 
Rs. 2.31 lakhs. 

8.5. While the under-frames were under fabrication, the Scheme in- 
f o d  the Railways in August 1973 that these would no longer be 
required as the railway siding at Pate1 Nagar had not been provided. 
The Rithvays 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 
ctep up procumment 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. 

CThe 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 arc 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 (Civil)). 



8.7. Referring to the automatic decrating and recrating gpachints, 
lhe Pubiic Aocounts Committee (5th Luk Sabha) (1 971-72) in their 
Sixth Report noted that these machines had noti been pttt to use and 
e5xts were made by the management to dispose them of. A reference 
was made to the manufacturers who made re f~ence  to their worldwide 
distributing agencies. Some response was received from the firms but 
uliVirrmtedy the deal did not go through. The Committee therefore 
desired to know the progress made in regard to the utilisation of the 
machines. 

8.8. In their 57th Report (5th I a k  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 fira 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 any i7:sibiiity 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 Engineer and Controller of 
Stores to assess the damage to the recrating and decrnting 
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 repairlutilisationl 
disposal of the machines. The matter was referred to the 
N.D.D.R. 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 repairlutilisationldispl 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 
fo1Iowing observations/conclusions have been made:- 



"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 iluly, 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. =re donsiderably 
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 mthori- 
ties are using GI wire crates and plastic crates and subslantial 
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 learnt 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 Schemc are not in production now by the miginal 
manufacturer and from the records i t  was gathered that the 
manufactumr has also &formed DMS that this model has 
now become obsolete. 

Concl~tsions 
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 wuld ulti- 
mately lead to severre 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 



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. 

CLll these facts lead to the conclusion by thd team that the decrat- 
ing, recrating and stacking machines referred to above should 
not be consiltlered 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, 
IDelhi Milk Scheme, has stated during evidence as follows: 

"The crating machine was used for som=time; i t  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 eFort was made to get the manufacturers take 
back those machines or arrange for their resale somewhere 
but by that time they had changed the dcsign 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 1 a k  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 year 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 Committee note that the Scheme expects to instal the 
plant at Bikaner as pea the alternative suggestion of the 
'Curien Committee, in about two years' time. It was admit- 



ted durhag evidence that the plat might became obsolete an 
accoam of delay in h s  ibWallatian. l b  Committee hope 
that such hSances ob 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 
be installed at Central Dairy and the order for the cheese 
plant was placed by the D.G.S.&D. on Mjs. 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. I£ this was not 
possible then the cheese making equipment could be installed 
at Bikaner. Procurement action was, however, at an 
advance stage. Drlhi Milk Scheme could not succeed in 
getting the order cancelled or postponed as thc firm had in- 
formed that thqy are awaiting shipping advice from the 
Manufacturer. The matter was considered by the Manage- 
ment Committee in its 15th Meeting held on 6th November, 
1963 and it was decidcd that sincc thc order had been 
placed, equipment might be nllowcd t o  come. It was dccid- 
ed to instal the plant at Bikaner. Nearl! all the machinery 
and equipment for the Bikaner Balancing Station have since 
been procured. With the introduction of the Operation 
Flood Programme S:atc Go\rcrmnts/Stnte Coopcrativcs 

would operate the feeder balancing Station located in that 
State. 

The question as to whether the Delhi Milk Schcmc or the Govem- 
ment of Raiasthan should set up the Balancing Station at 
Bikaner is yet to be decided.. '4s  soon as a final decision 
regarding the agency which would undertake this proiect is 
taken. it will be possible to establish the Balancing St:ition 
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 
techni~al 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 prop 
sal to instal the Cheese Plant in D.M.S. and will fix mpon- 
siiility if the initial planning is found to be unsound." 



"We have a cheese plant and the idea w& to put it up in the 
~ s A c d ~ t o ~ u p w l k h t i ~ c ~ ~ ~ t i w o f  the 
Delhi M k  %heme. 'itrue ori@~A idea was to prrt 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 pasteurisatim 
units also. These facilities we wanted to develop not in 
Delhi but in the milk shed areas because it saves tramportation 
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 
foreign expert 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 by the National Dairy Development B&/Tndian 
Dairy Corpcrration to ensure their suitability under the pre- 
sent Indian conditiom." 

8.15. The Ministry of .4gricultnre had furnished the following reply 
to the above recommendation of the Committee in 1972: 

"T%e milk evaporating plant was actually installed and commis- 
sioned in the p a r  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 miik evaporator. As such, it was felt that a water 
recirculation system should be developed for bdh the eva- 
porators to econornise on costs and make the proposition 
m m  practical. Action hat already been initiated, the water 
recirculation system has been iwtalkd and both the evapo- 
rators are expected to be commissioned in abcm 6 months 
time. 

Action to pmcure new items of machinery and equipment is now 
generally being taken by Delhi Milk Scheme on the advice 



d arrpcrcs attached to the NatkW Dairy Development 
Board/Indian Dairy C a p m t ~ o n ,  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, 197 1. The fabrication of the 
nnder 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 Pate1 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 regarding 
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 between the Delhi Milk 
Scheme premises and the &sting station building. In view 
of this the provision of MG siding on the Delhi Milk Scheme 
premises was not considered feasible. 

The (2hahxq Delhi Milk Scheme discussed the whde issue of 
suspension of fabrication of wderSrames 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. 2-1168-STJVol. I1 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 framts and the Golden Rock Workshops of the 
!bathem Railway bad already mnnllfactured 5 M.G. under- 
frames and instructions had also been issued by tho Railway 
Board to despatch these to the Bikancr Workshop of the Rail- 
ways for mounting of the tanks. In view of tho advanced 



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 wmpleting the rail 
milk tanker vide office letter No. F. 2-1168ST1Vol. 11, dated 
24.9.73. 

In this c o n m d m  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, 
Chainnan I.D.C. at about the same time, and on a note dated 
17-9-73 in file No. 2-1/68ST/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 difftculty 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, I.D.C. Baroda vide his letter No. PROF/DMS/ 
1 1744, dated 27th September, 1973." 

i8.19. 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. T h e  took up fabrication of 
these tankers after they had completed the first two tankers." 

8.21. The Committee enquired the actuai 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 
Bianer as well as from all motre gaup stations in the mik 



shtd arw such as Alwar, A m ,  tadgpur & Bhilwiua. At 
writ tbe mtlL, is trdng maahported fmm only, but 
efforts are beisrg made to the tahkers fm transportation 
d milk from other nrie;tre gauge stations, and as such 
c~~nomics wiU be worked wt later on." 

8.22. Tbe Committee are distressed to note that several item of plant 
~ ~ c o r r Y l g : R n 4 1 . S 4 l a l r b s h a v e ~ i y h g ~ w i t i i t L u D e l b i  
kIilL Scbear thein, aqdsitfoa. Tbey fiad timi m e  thm a decade 
has prsssd s9rreb the ratanaPtic rseratieg and decrating machines, milk 
ev~pomt& pknt a d  c h  p h t  were aquine by (he DtW M i  Scheme 
and h e  mt Lea pat to ase fer one ~ P Q ~ O O  or the other. l o  this context 
it is relevant Q mention lbat tbe Po& Accounts Comdttee fa their Sixth 
%port (Fltth Lok Sabha) bad dm sstressed the need for ntilisation of these 
machiaes. Tin Comrlttee nete that despite the ePct that the technical ex- 
perts of the Nr6k,nri Dalry Development Boaxi who bad inspected the 
astomtic l e c d a g  and decrating machines in March 1975 and recommen- 
ded thc'u dispod, nothing Qagible has been done in this behalf. 

8.23. The Committee note that although the hlinistry hnd intimated to 
tbem in 1972 that fbe mi& evaporating plant would be commissioned in 
about six months, tbev are surprised to find from the information furnished 
to the Committee in -JIEI~ 1977 that it has not been commissioned so far 
far lack of spare parts. The Committee would like to be informed of the 
specific steps CPkm to expedite the commissioning of the plan(. Tk fact 
that tbe plant bas been lying idle since 1963 and the Delhi Milk Sckme 
were carrying on witbout it all tbese years, gives rise to, the doubts in tbe 
mmd of the Committee whether tbe parchase of the evaporatbg plant was 
absolutely aecessary. 

8.24. Tbe CoarmltfCe note that tbe Delhi Milk Srherne f akd  to esta- 
blish the cheese plant at Rikaner. They a190 note that d o r l s  are being 
made to esQMisB it at Matbura and tbat tbe mnction d Qe Cwersmcnt 
of Uttw Pradesb is awaited. 

8.25. 'Ik Commlttec note lbPt five rail milk tankers mpisMoned at 
a cost of Rs. 10.27 labs  were or@any required for carrying milk from 
Bikaner. Sirra rP&sy siding at Patel Napr  premises of the Delhi Milk 
Scbeme w a  aot being provided, the Delhi MI* Scheme now intend to nti- 
lise ibese tankem not ody for collection of mhk from B h e r  but also 
fmm otka arrbar Mi& ar M e d  by m!?re puge d w n v .  '& Corn- 
m ~ ~ & B d b a r e . I 5 t e ~ t a e s t r M I a k n r ~ e r t h c R ~  
r r f t b t b c ~ ~ & t h e ~ d U l c t @ i m d t h e R ~ y d ~  
at Prtd Nqw. TLcy tee1 that helm awarding the contrsct to tbc RaF 
ways for & nmnrtme of under-brnres of the tankers, the Delhi Milk 
GeLtmc s M  have ascertahred from & Xbdlway Bonrd fhe position of pro- 



8.26. The Scheme is maintaining two workshops, one for repair and 
maintenance of vehicles and the other for repair an$ ~naintenazlue of the 
plant and equipment in the Central Dairy. The staff strength of the Trans- 
port and Central Dairy Workshops, as on 314t March f 974, 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:- 

( i )  hlaintrnancc* of dairy 
plant and rquiprncnt . 3.49 4.03 5 .07  6 . ~ 8  9.80 

Evpcnd~turc was not 
booked separately. 

8.28. In this connection, the following observations are made:- 

( a )  As o n  31st  March 1974, the Scheme had a fleet of 21 *read 
milk tankers and 148 vans for transportation of milk from milk collection 
and chilling centrcs to the Central Dairy and from Central Dairy to the milk 
depo:s. The data relating to the date of acquisition, mileage run, con- 
sumption of petrol/diesel, expenditure on mamtenance and repairs. date 
of condcmnation, etc. of each tanker and van were not maintained by the 
Schcn~e. As a result no control could be exercised by the Management on 
the expenditure on rcpirs and maintenance, premature condemnation, etc. 

The Ministry intimated to the Audit in April 1976 that da.ta relating to 
date of acquisition. nlilage rnn. consumption of petrol!diesel and date of 
condemnation are maintained. 

(b) The job orders/job cards maintained by the Management only 
indicated the estimated requirement of materials for carrying out repairs/ ___ ___--_^___ -- -- - - - - -- - - 

*I  6 Road milk tankers (SubsequaUy informed by Audit). 



ima inknance /ove rha~  of t r a v  vehicles and plant and equipment. 
Estimates for the requirement of labour were not ,givtn in the job or*/ 
job cards. Again actual cost of eat& job idhating the. cost of materials 
labow and other items is not being worked out. 

(c) The cards maintained for the purpose d 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 petrolfdiesel/engine oil had 
'been laid 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 : - 

- - - -- -- - 
(in l i t r a )  

Average consumption of petrol per I ooo kms. . . 128.9 164.2 187.6 

;4verage cmrJm >tion of diesel per rooo kms. . . . 296-4 3 I 1.3 37 I . o  

Average consumption of engine oil per I ooo kms. . 9 ' 5  1 1 - 4  16- 2 

[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: 

---- -- - - 
Rs. Ra. 

R & M Vehicles . . . . . . . . . 12,12,532 20,059865 
Plant (Excludinsfactory building) . . . . . . 9,77,017 13.32m7 



8.30. The Ministry have also indicated the average consumption of* 
dlesel, petrol and engine oil per 1000 kms. during 1974-75, 1975-76 aml 
1976-77 as under:- - - - . -- .-. . --.. -. ---. - 
Year HSD/Per thous- Petrol/Per th- Engine Oil/per 

and Kms. ousand K m .  thousand Kms. 
\-- . -- - - - -. - - . - . . -- --- -- 

1974-75 . . a a 296.7 133.8  ~ 0 . 0 6  

1975-76 . . . 190. 5 145.8 13.01 

1976-77 . 304 4 149.6 9.04 
-.-~ --- -. 

[Axoants  FIJI. 1075-7(3 and 1976-77 have not yet finalised] 

8.31. The Committee desired to know the number of break-downs of 
the various pIants and equipments of the DeIhi 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 promptlv to keep the plants running. However, 
some units of the &ant, 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 sprav drier and roller drier had not run rep-  
lady and remained idle for repairs from time to time. The 
break-downs in them were also of runnin~ nature. These 
units wcre put t~ U ~ C  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 tnaintenancr nf plants 2nd machinerv includin~ expnses on factoty 
building during the year 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 thc rising trend in the expenditllre 
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 ds0 increase in the 



cost of d c m  like electricity, water suppdy, etc. Thm wages 
and other things also staepSy increased. It has starced combg 
down but upta last year prices increased sharply. The o W r  
reason is this. The old plants naturally require much greater 
maintenance than the new oms and thpy 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 vehicles are taken on charge in the Stores Ledgers before the 
same are Iranded over to the Transport Sedion. After the 
handing over, these are got registered with the Transport ' 
Authorities add the regiswation books give all the particulars of 
the vehicles. The History Sheets and Job Cards give i!ie 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 Ofliccrs 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 warking 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 corrducted by the Transport Inspectors 
periodically and the vehicles are attended to for removal of 
the defects found by them. Furtbr 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 vshicles as early as ~ossible." 

8.35. Tlse Committee enquired from what date the data relating t a  
date of acquisition of road milk tankers, mileage run, consumption of petrol/ 
diesel etc. was maintained by thc Delhi Milk Scheme. The Ministry have 
explained the position as under: 

'"The dates of acquisition of the road milk tankers arc available in 
the Stores Led;gers wherein the hotsesfprisae movers and the 
Chassis are taken on charge as and when received in Dclhi 
Milk Scheme, Tbis procedure has been in vogue since the 
iDception of the Scheme. From the dates the tankers arc put 
in use, the mileage run and the consumption of petrol/diestl 



are indicated in the Log Books from time to time in respect 
d cack jsvlrney undertaken by the R d  Milk Tankers. The 
iasw of Petrol/Diescl is made in the Issue Vouchers and the 
eRtries are simtiltawously made in the Log Badts. The con- 
demnation of vehides is dona m accordance with the provisions 
of the StafE 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 taakers condemned from time to time are available 
in the relevant files maintained by the P.D. & C. Cell of the 
Scheme. 

l'he piUtidar6 of spare parts issued for the repairs of vehicles are 
availabk in the Job Cards and the History Sheets maintained 
for the vehicles. The estimated expenditure incurred on the 
repaim 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 each vehicle iadicating the spare parts fixed 
to them and the expenditure by way of larbour charges has not 
been worked out in respect of each vehicle as this would involve 
enormous labour and time. 

836. Tbe Comrnittee are concerned to n& tbe rir;i.p: boad year after 
year in expendihue in tbe wo,rksbp maintained by Dew Milk Scheme for 
repair and maintenance of the plant ond equipment. T%ey find tBat tb 
expenditure has progressively risen from Rs. 3.49 l a b s  in 1969-70 to 
Ra. 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 claritiers, 
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 soch lay-offs. 
The Committee need hardly emphasise that complete record of the lay- 
offs cd &e plants and equipments showing the number of breakdowns. 
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-dowm 
muhl be identilied for conclusive action to avert their recurrence. 

8.37. The Committee learn that the Dew Milk Scbeme are maintaining 
another workshop for repair and maintenance of vehicles, both for mi* 
tankers and vans meant for transportation of milk from mi colktion 
and chillime centres to the Central Dairy and from the Centml Dairv to the 
milk d e w .  The Committee nre unhanpv to note that the data relating to 
pcphl/diesel. expenditore on d n k n m c e  and repairs, date of mndemn- 
a h  etc. of each tanker and van were not maintained bv the Delhi Milk 
Scheme. Simfladv, the records: maintained for the numme of atnlsrrtinn af 
tvrcr do no1 indicate mileage covered by r, partitular van. 



8.38. Yet, rurthrrdkr ofconcempohded o u t w  the Audit Is tha 
~ e ~ o n t b c r s p J r s d m a i o t e B P e c s i a d i c r ~ t b e s p r v e ~ -  
fitted to (Ylc! vehicles and the expenditure by m y  ot labour c b q p  has not 
been worked out by the Delhi Milk Scheme in respect of each vehicle,. 
ostensibly on the ground tbt 'this would involve enormous labour and time'. 

839. The Committee are further unhappy to note that no standards of 
consumption of petrd/diesel/engbae oil have been laid down. It is, how- 
ever, observed from the Audit report that the average consumptbn of 
petrd/diesel/engine oil per 1000 km. was continuo~~sl~ on the increase 
during tbe years 197273, 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 npairs/maintenaace/over-baoling of transport vehicles and 
plant p d  equipment. Tbe 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 emphasii tbat the deficiencies and 
short-comings pointed omt by tbe Audit should be looked into urgently 
for remedial action. In particular, (be Committee urge tbat utmost economy 
should be effected in the expenditure on repsirs/maintenance/over-hauling 
in both tbe worksbops and in the use of petrol/diesel etc. so tbat the heavy 
losses now Wig sustained by the Delbi Wdk Scheme are brought d o n  to 
the miaimurn bv reducing over-head expenditure. 

8.32. The Committee wonld also like to be idonaed of the institutiod 
arrangements made to monitor and check e8Eective)y the operational and 
maintenance expenditure on tbe 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:- 

Consumption during the year : 
( I )  Butter oil . . . 38-02 8 8 6 5  37.84 203'29 

( i i )  Skimmed milk pavdcr . 53-26 128- 15 t+ 24 258.85 487.61 
' t i i )  Othrr s b r a  and sparer: . ~ 6 . 4 3  59.28 66-65 7:,4G 71-51 

149 %4 2u5-45 351.54 474.15 768.41 -- 
Gaming balalfcr in tenru of months 

ronrurnp~lun . . 1 .2  2.4 1 ' 9  1.6 I ' 0. - - - - -  -.- 



(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 diierence 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 Wovember 1975). As a result, the correctness 
of the adjustment made could not be verified in Audit. The huge credit 
balahce in the 'Stores Adjustment Account' is, however, indicative of lack 
of control with regard to accountal of receipt and issue of stores. 

8.44. Thc 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 be& 
ween the figarts as amved at in the Stores Contrd Account 
of General Ledger witb Quantity Ledgers of various stores 
carried out up to 31-3-1972. It is only when relevant C.R 
Vrs./CI. Vrs/Missing R. Vrs./I. Vrs. are finally approved and 
finalised that the details of working out the amount in question 
would be made available to Audit. Instructions in this regard 
haw bean simultaneously issued to the Controller of Stores 
to expedite Enalisath of the requirtd docuwmts after due 
investigation of the shortages and excesses." 

(b) According to the Manual of Accounting Procedure. physical verifi- 
cstiibn of all articles is required to be conducted twice a year. No physical 
verification of stock af coal was, however. conducted since inception to 
m b  1970. The physical verification conducted in Much 1970 and 
frtbsr scrutiny conductad. in September 1971 rcvcaied o shortage of 
1,777,735 tomes valued at Rs. 1.33 lakhs. Althorl~h h e  Ministry of 



Agriculture had asked the Management in May, 1970 to investigate the 
shortages and fix responsibility, final action in this regard had not baan 
taken so far (November 1975). 

(c) A test check of stores ledgers of transport and dairy enginedng 
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. 

Total No. of Vdue 
items 

Motor tramport stores . . . . '53 0.63 

Dairy engineering stores: . . . . . . . 431 9'97 

Survey of these items with a view to taking action for their dispoad/ 
utilisation has not been conducted by the Management so far (November 
1975). 

[The Ministry intimated the Audit in April, 1956, that regular 
branch-wise reviews have been undertaken from 1973) 

- - -- A - 

[Paragraph 48 (4.7) of the Kcport of the Comptroller and Auditor Gene- 
ral of lndia 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 
fdlowing important observations:- 

(i) Proper assets register showing the full description of assets 
and their location has not been maintained. 

(ii) Quantity balances in the stores ledgers had not been r ecodad  
with tbose in accounts ledgers. 

. . 
(iii) various items of stores had not been classified properly. 

(iv) Ledger balances could not be accepted as correct as them are 
numerous corrections, erasers, overwritings and interpolati~llli, 
etc. 

(v) Minus balances were obscrvcd in a number of cases and d b  
creperscp pointed out in earlier physical verification had not - -* 

r r 



(vi) Receipt of bottles 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 issue 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 i t em 

even when the stock held were the maximum prescribed. 

8.46. To tone up the organisation and improve the working of ths 
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 instruction< should be laid down regarding 
care and maintenance of items stored so that they do not de- 
teriorate during storage. 

(\I) Periodical review of slow nlovin_r items ~hould be made and 
the unwanted/obsolcle items should be disposcd of immedi- 
ately. 

(vi) All material received should be inspected and taken on charge 
within 24 hours of receipt. 

(vii) Jrreplar practices like issues without proper indents, direct 
issues from the receipt section. fractional issusq 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 control of stom 
keeper. 

fix) Maximum, minimum and ordering levels should be pnescribed 
on realistic basis and reviewed annually. 



(x) A three tier system of physical verification, viz. perpetual 
verification by internal audit, monthly surprise verification by 
the Controller of Stores and Stores Oficers and annual verifi- 
cation by technical officers non~inated by the Chairman may 
be introduced. 

8.47. The Committee desired to know the action taken by Government 
in pursuance of the various recommendations/suggestions made by the 
Special Stores Verification Team. The Ministry, in a note furnished to the 
qornmittee, 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 resuh 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 s4nortages noticed 
worhcd out !n Rs. 1."3.71:! - a, PC-- dctail4 Fiven below:- 

Stores : NCI. of i ~cn i s  Cxccw Shortage 
of tiisrrc- 

p m c i  

-- - 

Dairy Eneinec-ring S W I ,  . ; 7 I- I . 2.(~!dt '9.083 

Proposals for reconciliation of excesses/shortages received from 
the Controller of Stores have been examined. Out of abovo 
only 451 items of Dairy Engineering, 5 1 items of M.T. Stom 
and 3 items of C.T.O. Godown are now outstanding and ata 
OII& further examination. 

As a r e d t  of verification. difference i n  value as on 31-3-71 bct- 
ween the figures appearing in the Stores Control Account d 
OerwaI Ledger maintained by the Scheme for the purpose d 
exhibition in the balance sheet and the values as per Price 
Store Ledger were also noticed becausc upto the accountiq 
year 1969-70 the value of current assets of the Scheme at tha 
close of the year was being exhibited in the Balance Sheet on 
the basis of figafe6 arrived at in the Store Control Account d 



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. Tbe Committee enquired the reasons for not conducting the 
physical verification of stock of coal since the inception of the Scheme upto 
March 1970. The Ministry of Agriculture have io a note explained the 
,position as follows:- 

"Physical verification of cod since the inceptkin 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 we igbmt  at the weighing 
sale and thereafter to be stored ia a s~ace apart from the 
one where the coal used to be dumped. Aftu the entire 
weighmerit, the coal was required to be re-transferred to 
the coal yard. All this process was expensive and time- 
consuming. In view of these dikulties 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 been taken and the matter has been referred 
to the CPWD." 

8.49. It has also been stated by the Ministry that the shortage of coal 
was investigated by a Committee of Officers consisting of Personnel OEcer, 
Store Officer (Ply) and Accounts Officer Estt.) 

'8.50. m e  Committee referred to the Audit paragraph wherein it had 
been mentioned that 584 items of transport and d a j l  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/ 



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 c.rinsumpt'on and 
hence all of the aforesaid items are not essentially excess/ 
muplus 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 Transport 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 OBicers art 
awaited." 

8.51. The Committee note t b t  the special verification of stores of 
Delhi Milk Scheme conducted in October 1970 revealed difference of 
Rs. 35.49 lakhs between the figure of closing stock as per peneral ledger 
sad the gmmd balance as physically verified. They are eurprised to note 
that ti& dhkrence ww not adjusted after investigation /reconcilia tion but 
was s M  ander tbe head 'Stores Adjustment ~ceo&t '  on the liability 
iide of tbt B- Sbeei as on 31 Marcb, 1971. A Rrtber amount of 
Rs. 8.79 labs and Rs. 0.49 l a b  of which details are not known was again 
credited to the above Bead in 1971-72 and 1972-73, respectively. The 
Committee deplore the manner in which the aecounts of the Delhi Milk 
Scheme a commercial otganisation, were maintained all tbese years. Instead 
of taking swift action to reconcile the differences, the Aathoritieq took re- 
course lo the method of shaking the stores. which could m t  be reconciled. 
rmder a head entitled %ores Adjustment Account". The Ccmmittee agree 
with the observations made bv the Audit that the huge credit halance in 
the 'Stores Adjucitment Account' is :ndicative of lack of control with rrnard 
to accmmtal of receipt and iswe sf slorec. 

8.52. The Report c*f fhe T m m  of Snrtial Physical Verification. which 
examined the position of the stores in the nelhi Milk Scheme. ha\ revealed 
grc~s irreplaritiee in r t ~ , ~ d  fn the maintrnan*~ of the storee ledmrs. The 
Team bid observed that proper assets regi~fer sbowinp fiat full description 
of asset5 an3 their location had not been maintained. Quantity balances in 
tbe store3 ledgers had not been reconciled with fhow in accounts ledgers. 



& d b g  to the Team, the ledger buIamces c d d  not be accepted rs ear- 
mct M there were numemu corrections, erasers, avennitiagg and ioter* 
polPtEa~~, etc. Mhas balances had been observed in a number of cases and 
d b e p ~ ~ ~ : g  pointed out in earlier physical verificabn had a d  been adjust- 
ed Tbe Special Physical Vedtication Team bad made a number of sogges- 
tiom fer effecting impr0,vement in the maintenance of .ccolmts. Tb 
more important of them related to periodical review of slow moving items 
and disposal of unwanted/obsolete items; classification of stores giving full 
dbsc;iptions of items and part numbers issue of proper standing iastmc- 
tioas regarding care and maintenance of items stored; maintenance of stores 
kppt in the open in proper enclosures under the control of storekeeper; and 
a k 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 Cbairmau. The Committee would like to be informed about the action 
taken on the various saggestions/recommendations made by the Spe&d 
Physical Verification Team. 

8.53. The Committee are also perturbed to find that no ph~sical veri- 
fication of stock of coal has been made since inception to !bf~rch 1970 while 
such verification was required to be conrll~cted twice a pear 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 paucit? of staff. They further note that the ph!sicd verification 
of stock of coal conducted in March 1970 and further zcrutin~ conducted 
in September 1971 revealed a shortapc of 1.778 tonncs of coal valued at 
RF. 1.33 lakhs. The Committee ~ o u l d  like the Ministry to fix respo~~sibility 
for tbe lapse in not undertaking a physical verification of the stock of c o d  
since inception of the Scheme upto March 1970 which they are r e q u i d  
to do under the provisions of the Manual of Accounting Procedure. The 
Committee would also like the Minisfr~ to take conclusive action against the 
officers concerned who were found re&nsible for the s h w t a p  detected in 
the stock of coal after the physical verification conducted in BParch 1970 and 
in ,%ptember 1971. The Committee worrld also like to know whether the 
deficiencies hme since heen re-conciled. 

8.53. The Cornmittce note that lists of 1750 slov-nroving items of 
Transpcvt and Dair! Engineering Stores have been nrepnrcd nnrl sent to 
thr Technical Officers during May 1975 2nd Jtrne 1976 ~.rspcctively, for 
certifving about their actually being surplus or escess to the requircmcnts 
and-that frrrthcr action for their disposnl v ~ d d  be taken on receipt of the 
report of the ollicers. The Commi?tec feel sonccrned ehwt the large num- 
ber of F f c m  of stores lying unntilised. The Committrc would like to know 
the total value of snch stock and the period nnd reasons for their remaining 



mndbd. Thy wordd also like to be apprised about the recornmenib 
Yolp made by tLe Committee of Techmica1 Offlcers appointed to go 
& matter and the conclusive adion taken by the Ministry in pursuance 
d taoee recommeaQtions/suggestions by mtionalise the inventories and 
ensam that tbCSC are urot burdened acga3ring store8 Ear in excess of 
horn mqmhmew. 

Chairrrtm, 
Public Accounts CommStW. 



_- - I__  --- --.- _ -___ __ _-- 
NAME OF THE UNIT AND LOCATION 

.M/s. Milk Chntniaioner I 7-4-70 Locatioll : Jind 
(Haryana) . . . . . . .  

M's.Haryona Darg Dev Cord Kocalion Hhawan 

LM s. Haryana M i l k f d  Location : P C ~ J W ~  . 

(In tonne) 
- -- --.-- .-- 

Date of YEAR INFANT MILK MILK POWDER CONDENSED 
Indl. FOOD MILK 
lincence -- -- --- -. ---. -- 

Licawed Production Licensed Production Licensed Production 
capacity capacity capacity 





APPENDIX 11 

(Vide paragraph No. 7.1 of the Reqort) 
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 
d 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 
rn 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 facilities 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, indudin? establishment of a net work milk procnre- 
ment system to provide the necessary economic incentive for increased 
milk production. 

(4)  To promote the rcmocal from urbnn areas of high yieldins milch 
cattle and calve(; preventing th~rch! thcir premature deztruction. their re- 
\:ttlcmcn: in rural ,,rcac through pro\iGon$ for land utilitie4. and irrip- 
tion, stabling. fodder production. feed compounding. calf rearing, health 
and brccding wrtice.. org.misinc wle of milk to dair! plc:n!3 and 311 other 
things of any hind or natllrc \\h:itwc\cr required for the purpose. 

(5)  To :~s\is! in  dcvclopinr and exp3ndina the capacity and opera- 
tions o; :',< < \ : d i n ?  ~1nirie4 in the towm of Delhi. Ronihay. Calcutta and 
Madrw arid other r!rhnn and rum1 arc.:\\. 

((i) Tn , i  . i<r  ; I )  t.it.~hli\hina. and c\~andin_r the wxcq.;ing ;tnd hand- 
line cil~:!cit of liqi~i~i ~nilk pl,tn?, chilling centrc5. feeder d:~iries, ha1nnc;nr 
dairies and :)I1 othcr f:~ciliticz of any kind whntcocver reguired for incrcas- 
inc the ylnccc4ny and handling c:lp:~citp of milk in thc aforesaid four 
towns :~nd in :in\. ofher urhnn or rur;~l :trc?as. 



(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, fqd- 
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 a d  transport facilities 
for milk and milk products, fodder and feeds. 

(10) To act as agent of the Central Government for negotiating with 
tbc World Food Programme and other international and foreign agencies 
for obtaining skimmed milk powder, butter 03 and 0 t h ~  milk products, 
cattle kcd. breediag cattle, chemicals, machinery and any other thingti 
U d y  m foster tbe objects of the Company either by way of gift or ar 
other terms to take oelivery of and deal with the same. To transfer at 
vddm approved by the Central Government and against immediate or 
W e d  payment all or any of such imported commodities to State Oar- 
cmmtnts or other organisations and to account to the Central Governnrent 
for tfit proceeds received on transfer. 

(11) To do all things necessary or advisable for carrying out the 
a b m  objects and in particular to obtain and furnish advice, projects, pro- 
grammes, skilled advisors, training facilities for training personnel, firrpsoe 
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. 



APPENDIX I11 

S1. No. Para No. Conclusions/Recommendations 

I 1'25 Deytt. of Agriculture 'I'he Committee note that the Dcllii Milk Scheme functions as a depart- 
mental undertaking under the direct control of the Ministry of Agriculture 
and Irrigation (Department of Agriculture) and for its efficient working 
have c i ~ n ~ t i t u t ~ d  :1 Governing Body under the chairmanship of Minister $ 
of St:ttc in the Ministry and thc Chairman, Delhi Milk Scheme as the w 

Mcniber-Secretary. The Governing Body considers matters of general 
policy relaling to thc 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 mattcr of gencrd importance, which nlay be refcrrcd to the Governing 
Motly hy (iovc:rnmcnt. I llc ( iovcrning thdy  functions through a Manaqe- 
merit Comnliltee conlprising thc Secretary of the Mini\t~y as ics Chairman 
and five other Members one of whom is the Chairman, DMS and thc othcr 
four are omcials of the Ministry. The functions of the Managing Com- 
mittee arc to provide guidance to the Chairman. Delhi Milk Scheme, in 
matters of policy arising out of dny-to-day working of the Scheme and 
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take decisions on important matters connected with day-to-day working 
niattcrs of major policy required to be place# before the Governing Body, 
and matters of general importance which may be referred to the Manage- 
nient Coninii~tcc by the Government. The Governing Body and the 
Manngc~ucnt Conlnl~ttce are required to meet as often as necessary but 
no; less thm oncc a quarter. The Committee, however find that during 
1972-73 and 1973-74 and upto January, 1975, the Governing Body had 
rllct thrice and the Managcment Committee had met four times only. The 
last nlcetings of the Governing Body and the Management Committee were 
held on 14 May 1975 and 25 July 1973 respectively. 

1.26 l k p l  I .  i)i Agricultt~l c 'I'hc Comnlittcc iirc constrained to point out that the Governing Body 
and Mi~ilagcme~t Committee which were constituted by Government to 
crlsure efficient functioning of Delhi Milk Scheme and to resolve problem 
c.\pericnccd in its working failed to meet as frequently as required to trans- 
ilct tl~cir business. No convinzing explanation has been furnished to the 
Conlmittec during evidence in this regard. 

The Conimittee cannot accept the plea that as Plan Progress Review 
Con~mittc.~ meetings were being conducted by the Department where the 
Chairman Delhi Milk Scheme and other concerned officials were present- 
i t  k a s  not found necessary to hold the meetings of the Governing Body 
and the Managenlent Committee. It need hardly be pointed out that while 
thc Plan Prugrcss Rcv'cw Conmittce meetings are being held in the 
Dircctor ate of statistics under the chairmanship of a Joint Secretary/Addi- 
tional Secretary, the Governing Body was required to meet under the 



chairmanship of the Miaistcr hiniself white rht h h p n e n t  Committee 
had the Secretary of the Ministry as the Chairman. The Committee feel 
thet it was incumbent upon the (3aimm of the Dellti Milk Scheme, who 
was the convener for the Governing Body and a Member of the Manage- 
ment Committee, to have movd 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 Soheme 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 to review the working of the Delhi Milk Scheme recommended 
t i i :~t it  may be converfcd into :i company. Government took five years to 
dccidc 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 Siibha in 1970 and the 5th Lok Ssbha in 1976 and on both these 
occasions because of the dissolution of the House the consideration of the 
Bill rcmnined inconclusive. 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 eight years ago the objectve has not been 
achieved because of the hesitant and inconclusive Government action. 

5 1.39 -du- The Committee stress that Government should pursue this matter con- 
clusively so that the Dehi Milk Scheme is enabled to function efficiently 
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and with the requisite flexibility in the interest of improving the service, 
reducing the overheads and cutting out the losses to the extent possible. 

h J . 3  Department of A~riculture The Committee have no doubt that in bringing forward the legislation 
Government would keep in vicw the need 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 wcakcr sections of the society. 

-do- From thc facts mentioned in the Audit para and from the material made 
availablc to them, thc Cmmittee are led to the inescapable conclnsion " 
that thc cxpansiori p r o p m m e  of D.  M .S. were not drawn up properly 8 
and pushed through incohcrcntly without settling 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 re'gular 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 
bc 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 4,35000 Wcs 
per day (optimum capacity) on . . the basis - - of 1971 population pjccticm8. . . 



-do- In their memorandum dated the 21st October, 1969, for the Expend- 
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 i n s t a b  
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 machiaery 
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 9econd phasc expansion of the Central Dairy by December, 
1970. . - ,  . : q:, 

-do- But the chinks in the whole scheme were soon discernible. As pointed 
out by Audit, the avcrage of actual procurement of milk was far below 
the processing capacity of 3 lakh litres of milk per day envisaged in the 
first phase exp:ln$;on snd 3.75 lakh litres of milk per day envisaged under 
the second *hasc expansion. According to the Ministry, adverse ago- 
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 facton which inhibited the supply of fluid milk to the Central Dairy. 
The Committee consider this to he a serious omission. 

I I, 2-44 -do- The Chairman of the Delhi Milk Scheme during the course of his evi- 
dence has submitted that the restricting factor in the supply of mik was the 

C-r 



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. 

Dwent The Committee regret that timely action was not taken by the DeM Agriculture Milk Scheme to replace the old bottling plants, particularly when they 
knew that the normal life of these plants was 12 years 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 them 
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.MS. did 
not take timely action to ensure a steady supply of 3,75,000 litres of milk 
per day throughout the year which they bad envisaged under the @OD 
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 acquir~/instaIled/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 
piant, 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 



items including equipment for milk collection and chill@ centres, air- 
conditioning unit for butter oil storage, civil work for milk collection and 
chilling centres etc., of the total value of Rs. 65.70 lskhs 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 d 
Rs. 21.75 lakhs, which were installedlacquired but were not A . . 
or utilised till November 1975, according to the Audit. It has also been 
conceded by the Government that against 184 mil% booths sanctioned in 
May 1969 and December 1972, 156 milk booths have been completed 
and taken over till April 1976. All these deficiencieslddays in the exem- 
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 physicd results. 

Onc: of the reasons adduced by the Ministry for their delay in ths 
P 

execution of various items of work during the second phase expansion 
programme is the procedural difficulties in obtaining Government SB13Ctions 
for award of works and involvement of a number of agencies Via, the 
Central Public Works Department for Civil Works, State Trading Corp6- 
ration for import of machinery and equipment against Swedish crsbit, . 
DGS&D for the purchase of indigenous machinery and equipment a& the 
Indian Dairy Development/Nationd Dairy Development 'Corporation 
for the procurement of certain items of dairy development. The C!om&- 
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 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. 

d o -  

Department of 
Agricultw As pointed out by Audit there were no detailed scheduled for cQl@C- 

tion and commissioning of the various items of works nor were the 
of actual expenditure against sanctioned estimates available. The Chn- 
mittee are surprised at the statement made by the rqmmtah d 'the 
Ministry during evidence that "no centralised scheduk to regdate the 
completion and commissioning of various items of work ww sabSdd 
during the first phase expansion programme as the works to be e m  
during the first phase were not too many." With regard to the second 
phase expansion programme, the arrangement made by the Ministry to 
review the progress of the project appears to have been wholly inadequate. 
It 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 viflance kept Wer 
the execution. thc whcme would have proceeded at a much faster rate and 
complctcd well in time. 

The responsibility for drawing up the detailed scheme for expansion 
and implementation was primarily that of D.M.S. Since. however, DMS 
continued to be 3 departmental undertaking under the supervision of the 
Ministrv of Aeticulture. that Ministrv should have also seen to it that an 
integrakd scheme waq drawn up and PERT chart identifying crucial areas 
for ensuring timely proyess prepared and effective action taken to see fiat 



do- 

do- 

d o -  

the scheme was implemented in an integrated manner as per a timebound 
programme. 

The Committee desire that the residual items of work relating to td 
second expansion programme should be exlmhtiously completed so that 
there is no let-up in the supply of fluid milk to the citizens of Delhi who 
are in desperate ne@ 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 a l l  procedural loopholes. The Com- 
mittee also desire that a periodical examination should be made of all the 
plants and machincry installed at D.M.S. with a view to assess their per- 
formance with reference to tbeir installed capacity. Deficiencies, if any 
notice@ during such inspections, should be promptly rectified. 

The Committee are distressed to note that the Delhi Milk Scheme which 8 
embarked on an ambitious programme in 1969 of having a throughput of 
4.35 lakh litres per day are nowhere near the targets 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 expansion 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 p 
curement in 1969-70 (2.06 lakh litres and 1.97 lakh litres, respectivoly). 



Though the procurement picked up in 1975-76, when both the target 
and the actual procurement were the highest with reference to the posttion 
in 1969-70 (the procurement being 2.13 lakh litres against the tar* 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 empansion 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 Wes. The Com- 
mittee are unhappy with the unsatisfactory trend in the procu~emtxtt of milk 
in the wake of two expansion programmes of the scheme. 

D w m t  of The Committee find that instead of making serious efforts to tide m r  8 the situation, Govemment/Delhi Milk Scheme authorities preferred to 
make good the short£alls in procurement of raw milk by the use of skim- 
med milk powder and butter oil. While skimmed milk powder and batter 
oil received as gift from the World Food Programme Aid did not involve 
outgo of foreign exchange, the use of skimmed milk powder bp ctitect pur- 
chase resulted in the outgo of foreign exchange of Rs. 716.70 lakh (based 
m average c.i.f. cost) during the period 1972-73 to 1974-75. The use 
of skimmed milk powder directly purchased has increased pro& 
from 1625 tonnes in 1969-70 to 3577 tonnes in 1974-75. The Cammit- 
tee feel that had the Delhi Milk Scheme taken concerted steps to achieve 
the targeted procurement which was the sinequa-mn for effective function- 
ing of the Delhi Milk Scheme, the country would have been spared tb 
outgo of valuable foreign exchange. 



The Committee note that the procurement of milk is confined to places 
in U.P., Rajasthan, Haryana, Punjab and Delhi and the soums- bf 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 ma& by the 
contractors col1ectively. What has surprised the Committee most is tbe 
fact that no specific targets were fixed in respect of cooperatives and depart- 
mental Drocurements, as thev note that during the years from 1969-70 to 
1975-76 the Drocurement through these sources has varied not only from 
year to year hut from place to dace as wen. For instance the orocnre- 
ment from Bikaner rose from 7 lakh litres in 1969-70 to 35 lakh l i i  
in 1972-73. fell to 13 lakh litres in 1973-74 and then rose to 96 lakh litres 
in 1975-76. S;milnrlv. in Mathura. th* ~ m u r e m e n t  rose from 9 lakh $ 
litres in 1974-75 to 68 lakh litres in 1975-76. 

do-  The Committee need hardlv point ollt that such a wide variation in tar- 
~ e t s  and actual nrocurement not onlv leads to uncertain* and fluctuation 
in the supnlv of milk to the consumers hnt is bound to render the installed 
cnbacitv idle a t  certain times. therchxr enhancing the overbead exnendimte 
of mocurement of milk per litre. T h e  Committee. would therefore, Eke - 
to emnha~icc that there i s  an imnerativfi nred to fix tarvets for nrncurement 
of raw milk fmm v;lriou~ sources narticularlv the mi* nmducats. coom- 
~ativpq and centrcq c n  as to engur~ R n  un-hteminted flow nf milk tot 
nroce~sing snd ninnfv to the cnnaimerq. The Committee need hardrv 
point out that concerted and determined efforts would hwe  to be made -- '--.111. --- 



- -- 
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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. 

Drd",tf The Committee regret that the procurement of milk through the (a 
operative Societies has been very insignificant. This is evident from the 
fact that during 1975-76 the  elh hi Milk Scheme procured 24494 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 
l i b  procured from Etah in Uttar Pradesh, Bharatpur in Rajasthan, 
Gurgaon and Karnal in Haryana and Ferozepur in Punjab was procured 
from contractors. 

The Committee regret that even after 17 years of its establishment, 
P 

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 pracure- 
ment was mainly confined to Meemt and Bulandshahr Districts of Uttar 
Pradmh and Gurgaon District in Haryana, which togethex accounted 
for 314.52 lakh litres out of total procurement of 364.72 Iakh litm 
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 



they are not quality conscious and are prone to slippages in th&r cdd- 
tractul comiiments. As pou~ed out by the Aud~t, the contractors of 
Bwanclshaur and Meerut m UP. havmg commitments to supply e n  or 
more qutius per clay 1u~nLlrd theu c o m m e n t s  to the exteut of 77.8 
per ccnt and 42.2 per cent only respectively. Some idea of short and 
taulty supply by the contractors can be had from the fact that the quan- 
tum ot peniilty uposed on lnem rose from Ks. 2.94 1al;hs in 1971-72 to 
Rs. 9.45 l&s in 1975-76. 

-Do- I he Conlmittee are unable to understand why milk procurement from 
contractors was conunucd ~n Bulmdshahr and ivieerut Districts during, 
1975-76 when policy decision h,id been taken that wherever Cooperatives 
come up for milk supply, ndk. will not be accepted from the private 
agencies. The Committee ale also concerned to note that in many vil- 
lages and districts there wcre mushroom cooperative societies which were 
not really milk producers' mcieties. Such societies functioned somewhat 
like contractors and diverted salc of milk to private parties to the detri- 
ment of assurcd supplies for the Delhi Milk Scheme. 'IBe Committee 
have been informed that the lndian 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 for 
200 days in a year, can be 01 remain a member. The Committee see no 
reason why the Dclhi Milk Scheme/Government cannot insist on the 4- 
corporation of this bye-law by the cooperatives which desire to supply 
milk to the Delhi Milk Scheme. 

26 3.97 -Do- The Committee need hardly stress that it should be the endeavour of 
Government to organkc, in consultation with the State Governments/ 



3.98 Department of 
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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 
~ t h e r  vested interests. There is a Society 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 arovides 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 miIk shed m a  
of Delhi Milk Scheme. 

Thc Committee note that a number of concesslons, such as higher 
rate of commission that applicable to the contractor relaxation of sem- 
rity deposit condition and no penaltv if the entire milk handled tbmgh 
less than the agreed quantity is supplied, have been given to cooperatives. 
There are, however. no data available with the Delhi Milk Scheme to 
indicate the impact of these concess3n~-X%e procurement d mint 
throueh cooperatives. The Committee would like to urge that the DM/ 
Ministry should make a careful studv of these and other cancessions 
extended to the cooperatives to see as to how far these hZfe achieved the 
desired objectives. In the light of this study, DMSMnistry may c d -  
der whether any more and if so, what concessions a q  n d e d  to step Up 



procurement of milk through the cooperative system. The Committee, 
in fact, desire that people, particularly those who are traditionally 4 
in the milk trade at the village level, may be encouraged to set np co- 
operative societies so that they may get reasonable return for their m a .  
In any case, the Committee would like that there should be m Wtn- 
ticmal arrangement which is mutually saGfZctbry both to the D.M.S. and 
the cooperatives. Apart from the unsatisfactory and undependable sapply 
of milk by contractors, the Government/Delhi Milk Scheme should 
address themselves to the basic issue whether milk should not be pro- 
cured from cooperatives md milk moducers only and the contractors 
who act as middlemen eliminated. The Commiftee would B e  to pobt 
out that the Mother Dairy operatine l i f ~ ~ l v  in the same'Ma haw been 
able to procure the entire quantity of 55.71 lakh . . litres of milk in 1975-76 
throuph the cooperatives. 

-Do- The Committee note that the procurement of milk direct from the 
farmers has risen to about 21.9 per cent of the totd procurement in 
1975-76 throuph departmental althoueh two or three years earlier 
it was hardlv a significant source. WIi!'R the Committee appreciate these 
efforts thev would. nevertheless like to3mohasise that intensive etiwts 
should be to develop genuine cooperatives of miIk producers and 
make them the main eource of procurement.. For subplies vmured de- 
partmentatlv direct from producers, the Committee would like to be - 
assured that not only good quality milk is  nrocured but its Cost of Dl'(+ 
curement acr unit is as cdmhrl̂ red tn milk oromred throueh 
genuine cmwrstives of produmrs. The Committee would also urpe that 
in the matter of oilvment to the prodillcers care should be taken that no - . .  ... -- - - intermediaries .?re involved. 





against their licensed capacity of 4000 tom&. All this goes to ihdicat~ 
that no follow-up action was taken to enforce strictfy the provisio~m d 
the licences issued to the Units concerned. The Committee deplore this 
casualness on the Dart of the authorities concerned. 

The Conmittee ars unhappy to record that although the Minisky of 
.4griculture 'Delhi Milk Scheme were aware of the problem of competi- 
tion by thesz industrial units, no serious efforts were made to  resolve the 
problem. it is rather strange that the Ministry of Tndustj and Civil 
Supplies which is responsible for panting of licences to the Industrial Units 
for milk products were not aware as confessed by their re@esentative 
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 been going on between the Minishy of Agriculture and Imgation and 
Ministry of industry and Civil Supplies to curb the functioning of milk 
product factor;cs but no tangible measures, legal or administrative, have 
been taken so far to prevent diversion of milk from the milk shed areas 
of Delhi Milk Scheme to the milk product factories. .- --  

The  Committee feel that one of the eRect~ve steps to restrict the pra- 
crlrement of milk by the Milk Prod~~ct  Factories can be to demarcate the 
milk shed areas of Delhi Milk %heme. 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 arms was considered on 13 June. 1975 at a meet- 
ine of otficery of Haryana Dairy Dei;T6pmFnt mboraticm, DGTD, 
Ministry of Tndustry and the Delhi Milk Scheme and'iince 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 io consultation with the Ministry of Industry a d  Civil Supplies 
and the State Governments concerned and finalise the proposal of demar- 
cation mlk shed areas for each procesZng unit in and around Delhi - - expeditiuusly. 

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 l ib  
to be informed in detail of the concrete measures taken in this behalf and 
the resu1:s achieved. 

- 3-9 
The Committee welcome the idea of N5aGoTal Grid Scheme span- 

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 skirurne&'iSk powder. 

The Committee note that 7 collection and chilling centres located in 
Bahadutgarh, Alipur, Najafgarh, Bhavana, Sonepat, Kharkhoda and 
Sampla were closed between January, 1965 and September, 1971 on 
account of uneconomical operation and nmkfv~ilabiity of milk. BeSI&s 
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the expenditure on land, building and other ancdlary works, the e ~ p e d -  
ture incurred on the plant and machinery of these cantres was Rs. 17.43 
U s .  It has, however, been stated on 26th July, 1977 that of the closed 
centres, the milk collect~on 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 a d  chilling centres at Kama 
and Pilkhuwa had to be closed down w.e.f. 1st February, 1975 and 27th 
March, 1975 respectively. Kama centre was closed down as per agree 
ment with MIS. 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 arza as also due to proximity of Massuri and Gulaothi centres where 
the milk collected in this area could be conveniently handled. 2 

The Public Accounts Committee in their 27th Report (4th Lok 
Sabha) (April, 1968) had 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 Bier. 
Since the capacity of Mahajan Centre is being planted double that of the 
other centres two szts of equipment will be shifted to that place. Plant 



and machinery has not been instaned at Sampla. As regards disposal of 
buildings at Bawana, Alipur and Najafgarh, their availability is being 
intimated to the various Ministries, attached and subordinate ofbeg of 
the Government of India and the Delhi Administration. On hearing from 
interested Departments further action will be taken." 

4.22 Dcpmment of It is evident from the Audit Report that during the period 1969 to 
Agriculture 1971 gome more chilling centres had been closed. 1t is also'-seen from 

the reply of the Ministry quoted in paragraph 4.60 of the Report that 
the proposal of the Schemc to set up a Collection and mining Ctn- 
tre at Mnhajan in Bikaner, has not mite'n'alised. The Committee regret 
that despite the assurances dven by the Government to the Public Ac- 
counts Committee, the milk ~ ~ T I e c t i i i '  ana chilling centres remained 
closed For four years and lonaer periods and conclusive adion to put 
surpluc plant and nvchinery to alternative uses was no€ fitken bp. Mifk 
Scheme. Tt was only in April, 1974 that a Committee of Officers was 
constituted to go into the questibn OF utflisation o f - 6 3  i%IcBinery avail- 
able with thc closed milk collection and 81illing centres. The Committee. 
of Officers submitted its report on 20th September, 1974 and recommend- 
ed & dispnwl of thc plant and machinery quickly as there was little 
possibilitv of ectsblishine new centres in the existing milk-shed areas of 
Delhi Mi!k Scheme. Since the recommendations of the C!ornmittee were 
based on certain assumptions, the Chairman, Delhi Milk Scheme, issued 
freqh vide-lines to the Committee of Officers on 26tli Septembkr, 1974 
and ordered for a review. The Committee again met on 2 2 ~ d  J q q q  



1975 a d  submitted another report on 24th January, 1975 wherein they 
recommended the uti!isation .of the plant and machinery for commissiaa- 
ing of ncw centres and for strengthening the existing ones. 

The note of the Cha'rninn. Dclhi Milk Scheme, had clearly made out 
the points for the reconsideration of the Ccmmittec of officers. The Com- 
niittee feel that normally thc Cnmmittcc of Ofticcrs should have ascer- 
tained f:~ct!: inslead of ~rinking rccomlncndations on assumptions. It is 
surprising th:d aIrhot1g11 thc Chnirnim's guidclincs were given on the 26th 
September, 1974, the Colnmittcc of O!Ticcrs, for reasons unknown took ' 
four months tu nic'ct agiri~i and consider thc matter cle nova. It is a11 the 
morc surprising that within two da!s of their meeting they finalised their 
rcport and reversed thcir earlier recommendations. Even these 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 ;hould have to the issues involved. 
'The Coniniittec woulil like to be assured that the examination of the issues 
wcrc thorough and adequate. They would also like to know the reasons 
for not takitl$ follow-tip action in regard to utilisation and disposal of 
thc plant and niachinery soan after thc clocurc of the ccntres during 
1965-1971. 

According to the information furnished to the Committee, the 
Milk Collection and Cliilling Centre at Sonepat has already been corn- ' 
missioncd and cflorts arc bcine made to recommission the centres at 
Rahadurgarh and Khnrkhoda. As non-utiiisation of machinery purchnled 





per that Government should clearly lay down policy about Iocation and 
running centres in consultation with the State authorities and others 
concerned. 

Department of Agricuturc 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 58.52 lakh litrcs in 1975-76. The reasons adduced for the sourage 
of milk arc prolonged ,inlerruptions 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 p'roviding generators in all the Centres and additional milk 
tdnkers 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 emphslsisc that concerted' measures should be taken to 
ensure that the percentage of sourage milk with reference to the total 
procurement is kept to the nlinimunl or at least to the norms which may 
be detcrrnined on the basis of past experience of normal years. 

do. 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 
cntered with them. Since the salc of butter milk powder fetches a higher 
price than sour skimmed milk. i t  is but proper that the Ministry shoulcfi 
examine the feasibility of acquiring additional capacity for milk drying 
'so that more sour skimmed milk is converted into butter milk powder. 



4.39 Depann~el~t of Agriculture The Comnlittcc would likc to point out that one of the Dairies M/s. 
Dalmia Dairies Bharatpur have incrcased the intake of sour skimme4 
milk by nearly 9 times in 1975-76 as compared to 1974-75. The Com- 
mittee would like the MinistryjDclhi Milk Scheme to End 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 
P'roviding some additional/balancing equipment the Delhi Milk Scheme 
could not utilise the entire or at least the bulk of sour milk for pro- 
cessing, thus cutting down on the losses. e 

do. 
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 availablc to handle evcn the milk which turns sour either 
in thc 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 e,ssential and ccononlic to do so in the overall interest of the 
plant. 

The Committee 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 qwti ty  of 50.32 



J& litrcs 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 paise per kilogram in 1971-72 to 45 paise per kilogram 
in 1973-74. I - . .  . - ' . . .... I - t  

Thc Committee arc also perturbed to find that the losses of fat and 
milk in transit from Bikaner Centre to the Central Dairy were much 
highcr than those sustained in other Centres. The average loss of fat in 
transit from BiLancr Ccntrc was as high as 4.47 per cent in 1972-73 
compared to 0.79 per cent from othcr 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 Corn- 
mjttec 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 apbointed 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- 
mcntcd upon the functioning of the Bikaner Centre including the role of 
the ofticcrs 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. 



So far the concerned officers haw only been asked to furnish the 
WceSsary cxplanations/clarifications. The Committee would like the 
Ministry/Delhi Uilk Scheme to finalise all adions on the report without 
loss of further time and ap'prise this. Committee of it together with .the 
steps taken to avoid recurrence of such situations in future. 

4.84 Department of Agriculture To their great surprise the Committee have learnt from a note fur- 
47 nished by the Ministry of Agriculture and Irrigation (Department of 

Agriculture) on 7 May, 1977 that the Bikaner Centre had been closed - 
since 9 September, 1976 as during the course of evidence no indication 
about the likely closure of the Centre was given by the representatives of 
the Ministry and the Delhi Milk Scheme. What has surprised the Corn- 

' 

mittee more is the fact that the closure of tbe 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 mitk and fat in transit had gone down to 
1.01 p r  cent and 2.78 per cent respectively. The Committee would, 
like to be apprised of the imperative reasons which prompted the Go- 
vernment to close down the Bikaner Centre and the alternate arrange- 
ments made in this regard. 

do. The Committee note that Delhi Milk Scheme had sold milk to 
Rajasthan Go Sewa sang. Bikarier 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- 



do .  

do. 

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 s a e r  a of 
Rs. 0.91 lakhs for the above sale. The Committee wonhi tilie t o  knew 
the circucnstances under which the mi& 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 
Dclhi. 

The Committee note that the capacity of bye-products plants of the 
Delhi Milk Scheme, namely, butter manufacturing plant, ghee manufilc- 
turkg plant, casein plant, and ice-cream plant was grossly under unuti- 
lised since 1970-7 1. The percentage of capacity utilised pier day during 
1973-74 was significantly low r;s 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) Ice-cream plant 1.86 per cent. In this connection, the Committee 
would like to be zbprised 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 note 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 takerr as the airconditioning unit for butter oil 
storage provided for in the second phase exparision at an estimated cost 
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of Rs. 8 lakhs had not been installed. Had this been done, the Com- 
mittee feel, the problen~ of spoilage might not have arisen. The Com- 
mittee would like thc Delhi Milk Scheme to work out the comparative 
econon~ics (includine foreign exchange implications) of the substitution 
of fat i n  raw-milk h y  bu:tcr oil in the production of pasteurised milk and 
use 04 fat in thc raw milk for production of ghec so that butter oil for 
production of ghee i s  used economically, j~~diciously and also keeping in 
view hcalth considerationk. 

The Committee arc perturbed to find that loss of fat and milk in 
4.88 Dqurtment of Agricultue processing at the Ccnrrnl Dairy had been much more than the norms 

fixed by the Delhi hlilk Scheme. It i#  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 reJsons 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 d raw-milk: ( i i )  progressive dcclinc in the condition and perfor- 
mance of milk handling machinery; (iii) leaksge 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 A w s t  1, 1971, 
the overall actual handling loss of all grades of milk was about 1.5 per 



cent in 1970-71 and 1971-72, 2.07 per cent ia 1972-73 and 3.05 per 
caat in 1973-74, The increasing percentage of loss is attributed to the 

4.90 Deptt. of Agriculture d4ns  in the condition of performance of the plant and quipment. 
Thc Committee had been informed during evidence that despite tak- 

ing a number of measures, such as replacement of plant and machinety, 
better handling of butter oil in consultation with the National Dairy 
Development Board, daily checks at village level and crosschecks 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 are 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 E 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 bccn di~pensed with from December 1973 on 

account of paucity of staff. The Committee do not accept this flea and 
would like to stress that since the compilation of this important data 
helps in determining the quality d milk, it is imperative that this should 

- . -. 
be maintained properly and regularly. -- -.---. * .---- - --.-- -----. --- - 
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55 4'92 Dept of Agriculture The Committee are perturbed to note that against the nosm 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 cm- 
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 n~itlpractices, pilfcrages ctc. 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 I 
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. 

Do. The Committee note that average consumption of steam coal, chlorine 
and caustic soda varied widely during 1969-70 to 1973-74. N o  satisfac- 
tory explanation had been advanced for this variation. The Camnittee 
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 emphasse that an out 
efforts should be made to effect economy and savings in the consumption 
of steam coal, chlorine and caustic soda so as to reduce 1 0 9 ~ ~ s .  



Deptt. of Agriculturt The Committee regret that Government/Delhi Milk Scheme have not 
maintained statistics regarding average consumptioti at sfeam'ix&; &brine 
and caustic soda from 1974-75 onwards. Since such statistics are vital 
for ascertaining the rate of consumption of these artWes over a g i W  ti&- 
ber of units as also for the purpose of provisioning of their supply etc., it 
is suggested that such statistics may be maintained. 

Do. The Delhi Milt Scheme has since its inception a d o m  tke sys?eri of 
supply of milk through bottles. While 2.64 ?ilkh iitres of e6Hr wtm dis- 
tributed per day at an average, the fipres 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 to 
milk daily and that non-diiiry buyers from the very poor and poor income 
segments buy costlier milk. 

In view of this, i t  is imperative that the Delhi Milk Scheme shthld khake 
all-out efforts to increase the supply of milk so that people in the lower 
income brackets are enabled to purchase milk from the Delhi Milk Scheme 
at comparatively less prices. 

The Committee have been informed that the Covefimvent have iwder 
consideration the various systems of distribtion of milk, viz. (1) Boty- 
thelene pouches and (ii) Tetra Pak. which ate at present in vogee in mmt 
of the advanced countries. In Mdia, Tetra Pnk system is m t  in w e  
anywhere at present. The Polythelene Pouch system is, however, being 

- _ _ - _ _  ---- - -. - ---- 



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 
may 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 b 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. 

60 5.44 Deptt. of Agriculture 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 r&h)lm of overheads so tbat milk of 
good'qu&ty is available to tbc common man at the m a t  ~mpeht ive pias. 



5.45 Deptt. of Agriculture The Committee note that about 1000 to 1200 bottles are returned by 
the depots umold every, day and that in this process the milk turns sod 
and ha; to be converted into a jxdduct as athem& it would result in bs 
of fat. The Commltree 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 reviewed every week and future supplies are made to the depots on 
the basis of an average number of bottles issued during the previous week. 

Do. The Co.!imittec are distrcsscd 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 rhc number of tokens pre- 
sented for drawal of milk so as to determine the requirement of milk for 
each dcpot in the context of ovsra!l supply. The wide disparity beween 
the two sets of figures is evident from the fact that the total number of 
tokens issued by Dclhi Milk Scheme was 4.49,860 upto 31 March 1972, 
4,59,201 up to 31 March 1973 and 4,63,944 upto 3 1 March 1974, but 
thc survey conductcd in August/Scptember 1973 and October 1974 placed 
thc number of tokcns in circulation at 2.92,778 and 2,70,052 respectively. 

Do. The Committee notc 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 Novcnlbcr 1969, the applicntions pending in other categories are 
as old i is  November 1971/March 1072. No review of the applications has 
been carried out since February 1972. The Committee suggest that while 
issuing m'lk tokens. the requirements 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. -- - -- 
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64 5.48 Dcptt. of Agriculture The Committee note that with effect 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. 

Do. 

Do. 

The Committee are distressed to learn during evidence that Scheme had 
detected 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 depot3 have been solved. The Committee 
would, however, like to impress that field officers and other senior oiliciah 
of the Scheme should pay visits more frequently to such &pats and U s t  
the active assistance of $he Advisory Committees for better diatribtion of- 
milk and nipping all irregular practices in the bud.. 



Do. 

Do. 

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 atforded 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 tbe 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 intd 
without loss of time and the complainants apprised of the action taken in 
definitive terms. 

The Committee 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 result of intensive drive con- 
ducted, it  was possible to cancel as many a3 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 



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, i t  is of parainount importance that the depot mana- 
ger invariably maintains thc ticklers showing the tokens presented, quanti- 
ties authorised and issued and that such ticklers should be checked and 
counter-signed by the field ofticers during their surprise visits. 

?O 5-54 Deptt. of Agric~!lture 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 hoklers 
with total requirements registered, etc. This will help in creating confi- 
dence among the token holdcr~ that their requirement beyond 3 bottles is 
not being reduced at the discretion of the depot manager. 

Do. The Committee are concerned over the increasing trend of complaints 
received by Delhi Milk Scheme. They note that the number of complaint$ 
has increased from 843 in 1969-70 to 2131 in 1975-76, though it has 
slightly wme 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 non-token holders, late openkg and early clos- 



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 rcgisterctl complaints, no etTective procedure appears to have been 
evolved to deal with them systenlatically or conclusively. 

The Committee are surprised to note from the Audit Para that whereas 
the 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 Conimittee 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 P 
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 toutcs, both morning a~lci evening. 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. 

-do - What has distressed the Cotnmittee more is the fact that the Delhi Milk 
Scheme ha's to compile dat.1 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 
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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 
nicasurcs taken in pursuance of thcsc rcconlmendations within six months. 

5.68 Department of Agriculture 
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 p e ~  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 
paise per litre in 1974-75. Similarly, special toned milk (3.5 per cent f3t) 
is at present 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 alarminp increase in the estimated cost of production 
(including cost of procurement) of milk during 1976-77, as they find that 
thesc costs have increased to Rs. 180.84, 154.48, 190.91 per litre of toned 



milk, double toned milk, special toned milk respectively. As has been 
pointed out by Audit, the selling prices of various types of milk fixed io 
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 Can- 
mittce find that even the prices that were fixcd in November 1973 were on 
the basis of cstirnated and not actual cost of production. - 

The Committee arc distressed to notc from the observations of the 
Audit that in the absence of cornpilalion of actual cost for each grade of 
milk and milk products, the authenticity of thc estimated cost adopted as 
the basis for fixation of sale price could not bc 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 
rhc estimated cost was made in  the light of procurement prices of raw 
material which showed continuously an upward trend, and ( i i )  the fat lose 
in process was taken at 1 per cent whcreas the norm fixed was 2 per cent 
and the actual Ims was still higher. 

The Committee regret to note from the Audit Para that although the 
Dclhi Milk Schcmc has a Cost .Accounls Branch. preparation of Cost Sheets 
wns discontinued from 1969-70 and inqtcad, evtimated cost is being com- 
piled since thcn after tnkin? i n t o  account ad hoe increases over the cost 
for 1968-69. The Committee would like the Government to investigate a9 
to why the preparation of Cost Shccts was discontinued and how in the 
.~bsence of compilation of actual cost for each gade  of milk and milk pro- 
ducts, the Dclhi Milk Schenle arc in n 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- 
mittee would like to have a detailed explanation for the lapses and the 
remedial action that is contcmplated. 

77. S.?I 1)eptt. oi' Agri- The Committee further regret to note that proposals for strengthening 
c ~ l t u r e  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 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 
cnnveried into n Statutory Corpor;ition. The Committee feel that stream- 
lining of procedure can be effected even 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 
~liis behalf. 

-do- 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- 



ween the activities of the two dairies, a committee has been constituted in 
the Ministry of Agriculture which would, inter nlia, 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. 

-do- Thc Committee hake bcm iiiforrned dur'ng evidence that there was a 
proposal to rcvise the sale price of milk in May, 1974 but nothing was 
clone in this direction as Government felt that any increase in the price of 
milk would create n chain reaction ;.csult;n_~ in all-round increase in prices 
of aU 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 pcr litse 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 nlny be examined thoroughly so as to analyse 
the reawns for the incrcasc in the'cost of processing and distribution of 
milk and take remedial measures to mininiise them. 

-do- The Committee arc distressed to note that thc Delhi Milk Scheme, 
which wak expected to function on 'no profit no loss' basis has been 
incurring losses vcar after year sincc it5 inception except during 1969-70 
and 1970-71. The cr~rntllativc loss upto 3 1 March, 1974 after adjusting 
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theprofits earned in 1969-70 and 1970-71 amounted to about Rs. 7.05 
crores. Thc loss during 1974-75 and 1975-76 was Rs. 4.14 crores and 
Ks. 5.77 crores (wbjcct to Audit) respectively. Though the accounts 
for 197677 are stated to be undcr compilation, the Committee feel that 
the losscs during 1976-77 will be grcatcr as compared to earlier years 
as the cost of production (including cost of 'procurement) of milk was 
+nificanrly highcr during this ycar,  whilc the sale price of milk was 
stationary. Exprcsing anxiety over the losses, the Committee in their 
Sixth Report (Fifth Lok Sabha-1971-72) had hoped that 'with the in- 
crease in turnover :~nd better control over expenditure, losses  would^ be 
wiped off and the %heme would be able to function on a 'no profit no 
loss' basis. The Cornmittcc are unhappy to p i n t  out that precious little 
has been done by thc Governnicnt during all these years to reduce the 
losses. According to Audit, loses were inter d in  contributed by un- 
cconon~ical working of the Rik:lncr Ccntre and high percentage of loss 
of fat and milk in proccss at the Central D~iry ,  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 re'port and 
gven their recommendations. 

81 6.25 Deptr. of Agriculture The Committee consider that the reason for the loss sustained by the 
Delhi Milk W e m e  is due to the marked difference between procure- 
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nient and sale prices of milk. It has been submitted to the Committee 
that there has 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 
k e n  bringing their worsening pbsition to the notice of Government from 
time to time but the latter instead of moving swiftly allowed the things t o  
drift. I 

Another reason which accounts for a major portion of losse's 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 E 
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 loaes to an appreciable extent. The Committee, therefore, would 
like to urge that all-out efforts should be made to ta'p 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 



-- ---. ------ - - --- -- - - - - - - -- -- 
I 2 3 4 

- -- -- - - - - - - .- - - --- -- -- - 

The Committee have already emphasised elsewhere in this Report that 
conclusive action should be taken within six momhs 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. 

Deptt. of Agriculture 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 
'pkice of raw milk and' skimmed milk powder in 1972-73 over 1971-72 
amounted to Rs. 30.83 lakhs thc incremental impact of higher incidence 
of wages and services had not been quantified. 

Do. 

Do. 

t 3  Similarly, the Committee find that the savings effected by the 4s- a, 
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 torled 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 th:?t Government should have 
carefully worked out the financial implications of reducing the fat con- 
tents in two stages and ke'p't a careful watch to see the extent to which 
this had actually helped in reducing the losse3. 

The Committee have been informed that Government have taken a 
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 in- 
clude replacement of old bottling line, clarifiers/separatoq stillage t ruck 



and bottle! 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 restrictingathe 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 Conimittec a h  urge that conccrted measures should be taken to 
( i  ) improve procurement from the elrmarked milk-shed areas, (ii 1 
develop hirh-yicldin~ cnttlc. f i i i l  im~rovc procurement arranoements 
through rationalisation and economy in procurement operations. 

The Committee find that the Delhi Milk Scheme as well as the 
Mother Dairv run hv thc lndinn Dairv Corporation continue to operate 
in  Delhi as two wp:Ir;~tc cnfiticl . In this connection, the Committee 
would like to recall the rccomnlendntion made bv the Committee on 
Public Undertakings i n  their 83rd Report fAnril. 1976) to the effect that 
Government ~ h m ~ l d  take s t ep  to nvoid duplication of efforts m d  over- 
lappine of f ~ ~ w t ; o n s  between the two Dairies. arrange for judicious loca- 
tion of booths and ensure equitable distribution of milk among all sec- 
tions of people, The Comrnittcc had further c ~ p r e ~ s c d  the o'phion that 
one integrated orgmiwtion to mnnncc and control the affairs of both the 
Delhi Milk Scheme nnd the Dclhi Mother Dairy would go a long way in 
achieving these ohjectivev and would also make for reduction in over- 
head expenditure on staff, transport, ctc. The Committee regret that in 

- - -  - --- - - -- 



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/Gemral Manager 
of the two dairies along with the other concerned officers. It is also 
understood that the two Dairies have been asked to maintain 'p'arity 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, Delhi 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 shduld 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. 

Dept. of Agriculture The Conlmittez arc distressed to note that several items of phnt and 
machinzry costing R;. 41 5 4  lakhs have been lying idle with the Delhi 
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 
evaporating plaut and cheese plmt were acquired by the Delhi Milk 
Scheme and havc not h e n  put to use for one reason or the other. In 
this context it is; rcievant to mention that the Public Accounts Committee 
in their Sixth Report (Fifih Lok Sabha) had also stressed the need for 
utilisation of thew n~aciiines. The Committee note that despite the fact 
that the technical experts oi the National Dairy Development Board who 
had inspeclcd tbc automatic recrating and decrating machines in March, 
1975 and r cco~~ i~~ icndcd  their disposal, nothing tangible has been doue 
in this behalf. 

The Con~niittee note that although the Ministry had intimated to 
then] in ;972 that thcl milk evaporating plant would be commissioned in 
about six nlonths, they arc surprised to find from the information fur- 
nished to thc Committee in July, 1977 that it has not been commissioned 
so far for lack of spire p r t s .  The Comnlittee would like to be informed 8 
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 Coliiniittee whether the purchase of the evaporating 
plant w:is absolutely necessary. 

The Comrnitiec note that the Delhi Milk Scheme failed to establish 
the cheese plant a( Bikuner. They also note that efforts are being made 
to establish lt  at Mathura and that the sanction of the Government of 
Uttar Prndesh is awaited. 

Thc Committee note that fivc rail Milk tankers requisitioned at a cost 
of Rs. 10.27 lakhs were originally required for carrying milk from Bika- 



Deptt. of Agriculture 

4 
- -- - ---- - - - - - - - - - -- - - 

ner. Since railwav siding at Patel Nazar premises of the Delhi Milk 
Scheme was not being provided, the Delhi Milk Scheme now -intend to 
utilise thcse tankers not only for collection of milk from Bikaner but also 
from othcr centres which are linked by meter gauge railway. The Com- 
mittee deplor,: the failure of thc Ministry to cstahliph an effective liaison 
with the Railw:~y Ronrcl in the matter of the povision of the Railway 
siding at P:wI Nagar. They feel thit  before awarding the contract to 
thc Railways for tllc ~nanufacture of under-frames of the tankers, the 
Delhi Milk Schcme slluuld havc ascertained from the Railway Board the 
position of proviston of railway sidings facilitics at Pate1 Nagar. The 
Committee note 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 he refurbished soon and put to use. 

The Committee nr: concerned to note the rising trend year after year 
in expenditure in t!ie workshop maintained by Delhi Milk Scheme for 
repair and maintenance of the plant and equipment. They find that the 
expenditure has progress'vely risen from Rs. 3.49 Iakhs in 1969-70 to 
Rs. 13.32 lakhs in 1975-76. Th disturbin? fcatur is that though at times 
there have been brcak downs in some units of the plant, such as clarifiers, 
separators. scnle d o r a p  tanks and on the by-products manufactnring 
side. some plant? like < y a y  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 ot break- 
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downs, ts)ial number of man-hour lost and the losses suffered as a result 
lhereof should be properly maintained so that the precise reasons of 
break-down; could be identified for conclusive action to avert their re- 
currence. 

The Conmittee lcarn that the Dcihi Milk Scheme arc maintaining 
another workshop Eor rcpair and maintenmce of vehicles. both for milk 
tankers and vans mcnnt ior transportation of milk from milk collection 
and chi!lirig rcntrcc tc the Central Dairy and itom the Central Dairy to  
the milk dcrots. The Committee arc unhappy to note that the data re- 
littine to yctr\~l/diesel, cxpenditurc on n~aintennnc~ and repairs, date of 
condemn;ttion ets. of each tanker and van were not maintained by the 
Dclhi Milk Sciicmc. Similarly. the records maintained for the purpose 
of utilisation of tyres do not indicate niilcagc covered by a particular van. g 

4 

Yet, a~lo\?icr nlattrr of concern pointed out by the Audit is that the 
cxpcnditurc on thc rcpdirs and maintenance indicating the spare parts 
fittcd to tl~cvchiclc?; ant! the cx~enditurc by way of labour charges has 
not hccn worked out hy the Dclhi Milk Schclnc in respect of ewh vehicle, 
ostensibly on tlic grounrl that 'this would illvolve eriormous labour and 
time'. 

The Cmlrnittee are fu~ the r  udhappy Z5 note that no standards of 
consumpticn of petrol!tliescl/enginc oil havc been laid down. I t  is, how- 
cvcr, obscrved from thc Audit report that the average consumption of 
petrol/dicscljcnpinc oil Fcr 1000 k m ,  w;~s  continuously on the increase 
during :he ycars 1972-73, and 1973-74 as compared to 1971-72. 
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97 8.40 nept t .  of Agriculture 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 acturl rcpairs/nlaintcnnnce/over-hauling of transport vehicles and 
plant i d  eyutprnent. Thc actual cost of each job indicating the cost of 
niaterirtls. I;tbour and other items is also not being worked out. 

Do. 
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The Coninlittee need hardly emphasisc that the deficiencies and short- 
comings pointed out by the Audit shouiG be looked into urgently for reme- 
dial action. In particular, the Committee urge that utmost economy 
should bc i~tl'ectcti in the cxpenditure on repairs/maintenance/over-haul- p 

.b ing in both the workshops and in the use of pktrol/diesel etc. so that 00 

the heavy losses now being sustained by the Delhi Milk Scheme are 
brought down to thc minimum by reducing over-head expenditure. 

The Committee would also like to bc informed of the instititional 
arrangements made to monitor and check effectively the operational and 
mi~intenancs cxpenditure on the transport vehicles. - 

The Ccmmirtcc nnte that the special verification of stores of Delhi 
Milk Scheme conducted in October, 1970 revealed difference of Rs. 35.49 
lakhs betwecn the figures of closing sf6ck as per general ledger and the 
ground b:~lancc ;IS physically verified, r h e y  i r e  surprised to note that 
this difference was not adjusted after investigation/reconciliation but 
was shown under thc head 'Storcs Adjurtment AF60unt7 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 lakhs of which details are not known was 
again credited to the above head in 1971-72 and 1912-73 respectively. 
The Cornmittel: deplore the manner in which the acco'unts of the Delhi 
Milk Schetne a commercial organisation, were maintained all these years. 
Instead of taking swift action to reconcile the diffe?ences, the Authorities 
took recourse to the method of showing the stores, which could not be 
reconciled, under a head entitled "Stores Adjustment Account". The 
Committee npree with the observations'~ade by he Audit that the huge 
credit bal~nc:: in the 'Store5 Adjustment AccouW is indicative of lack 
of control with regard to accountal of receipt and issue of stores. 

10 1 8'52 Deptt. of Agriculture The Report of the Team of Specid Physical Verification, which 
cxaminrd th- position of the stores in the Delhi ~ i j k  Scheme. has revealed g 
pross irrey.tlaritics in regard to the maintenance of the stores ledgers. 
The Team had ohscrved that proper assets register showing the full 
description of asccts :md their location had not been maintained Quantity 
balances in the stores ledgers had not bcen reconciled with those in 
accounts lcjgcrc. According to the Team, the ledger balances could not 
bc accepted a: correct as there were numerous corrections. erasers. over- 
writinp an.! intcrrolntions, etc. Minus balances had heen observed i n  
a number of cnscs and discrepancy pointed out in earlier physical verifi- 
cation !w1 not heen adjusted. The Ssecial Phvsical Verification Team 
had n~qdc number of su~gcstions for effecting improvement in the main- 
tenance of accounts. The more important of them related to periodical 
review of slew mryinp items and dispowl of unwantedlobsolete items; 
'clasSific;~tion of stores givinp full dcscrivtion of items and part numbers. 



issue of proper standing instructions regarding care and maintenance of 
items stored; maintenance of storcs kept in the open in proper enclosures 
under thc control ~ l t  storekeeper; and a threc tier system of physical veri- 
fication, viz. continuous verification by internal audit, monthly surprise 
verificatio:i by thc Controller of Stores and Stores Officers and annual 
verification by Technical Officer nominated by the Chairman. The Com- 
mittee would likc to be informed about the action taken on the various 
s~gg~stions/1~cconl1i1~'1idi1ti~~11s made by the Special Physical Verification 
Team. 

I i ,2  8'53 D e p  of Agriculture The Cunmittc:: arc also perturbed to find that no physical verifica- 
tion of stock ot' CO:J has been made since inception to March, 1970 while * 
such vcrificat'on was required to be conducted twice a year as per the 8 
provisions of the Manual of Accounting Procedure. They are not con- 
vinced that thc physical verification prior to the period 1970 could not 
be condi~ctcil 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 Scptcmbcr, 1971 revcaled a shortage of, 1,778 tomes 
of coal vnlued at Rs. 1.33 laklls. 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 wcre required to do under the provisions of the Manual 
of Acco~~ntirig Proccdure. The Committee would also like the Ministry 
to take conclusive action against the officers concerned who were found 
responsible for the s5ortage detected in the stock of coal after the p'nysi- 
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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 beiig 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 jhe matter and the conc!usive action taken by the 
Ministry in pursuance of those recommendations/suggestions to d o n a -  
lise the inventories and ensure h t  these iire not burdened by acquiring 
stores for in excess of known requirements. 




