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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having been 
.authorised by the Committee to present the Report, on their behalf, 
present this Eighty-third Report on Indian Dairy Corporation. 

2. This Report is based on the examination of the working of the 
Indian Dairy Corporation upto the year ending 31st March, 19"75. The 
Committee on Public Undertakings took evidence of the representa-
tives of Indian Dairy Corporation on the 21st October, 1975 and of 
the Ministry of Agriculture and irrigation (Department of Agricul-
ture) on the 19th December, 1975. 

3. The Committee on Public Undertakings considered and finalis-
Ed the Report at their sitting held on the 23rd March, 1976. 

4. The Committee wish to express their thanks to the MinJistry of, 
Agriculture and Irrigation (Department of Agriculture), Indian 
Dairy Corporation and non-official organisations for placing before 
.them the material and information which they desired in conn'edion 
with the examination of the Indian Dairy Corporation. They wish 
to thank in particular the representatives of the Ministry and the 
Undertaking who gave evidence and placed their considered views 
before the Committee. 

NEW DELHI; 
A pril 12, 19"76 
Chaitra 13, 1898. 

NAWAL KISHORE SHARMA, 
Chairman, 

Committee on Public Unde'rtakings. 

"1 



I 

INTRODUCTORY 

A. Historical Background 

1.1. Agriculture constitutes the. ~argest single sector of the Indian 
economy both in terms of its contribution to total nati~nal income 
and in terms of its contribution to employment. Notwithstanding 
the various, measures take.n by the Government, agricultural pro-
duction is still highly vulnerable to the vagaries of the weather re-
sulting in wide fluctuations of farmers' 'imomes. To increase the 
overall agricultural output and especially in urder to introduce an 
element of stability in the farm€rs' incomes, the Government pro-
pose to give greater emphasis, among others, to animal hllsbantiry. 
The development of animal husbandry w511 also provide the milk 
re~uired for the population of whom 35 to 40 per c~nt are vegetarian 
and whose only soqrceof animal protein food is in the form of milk 
and milk products. 

1.2. There al'€ now a considerable number of milk plants operat-
ing'in India. However, most of the urban milk plants supplying 
liquid milk have capacities far below the requirements of the mar-
ket, so that the majority of the 'market is stilI served by the tradi-
tional milk trade. The milk vendors who usually purchase milk, 
which is produced within or near the cities, are therefore still in a 
position to sell untreated milk of uncertainquallty often at higher 
prices than the city milk schemes. The dominance of the traditional 
milk traders, the scarcity of supplies and the limitations of the pro-
cessing capacity available to the organised dairy sector ,have pre-
vented the stabilisation and rationalisation of the country's milk 
production, processip.g and marketing activities. It has also limited 
the efforts of city administrations to end the practice of city cattle-
keeping which is not only unhygienic but also the cause of the pre-
mature killing of high yielding milk animals and their calves. 

1.3, During October, 1964, the late ,Prime Minister, Shri Lal Baha!' 
dur Shastri who visited Anand (Gujarat) to inaugurate the new cat-
tle feed compounding factory of the Kaira District ~4ilk Producers' 
Cooperative Union was so much impressed by the working of milk 
cooperatives in Anand that he desired the cooperative movement 
~thorities to make a plan to replicate "Anand" in other parts of the 
country. It was pursuant to the 19te Prime Minister's desire that the 
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National Dairy Development Board (N.D.D.B.) under the aegis of 
the Government of India was formed as a registered Society in 1965 
to promote dairy development programmes all over the country. 
During the late 1960's, the Board concluded that the problems of 
milk production, city-cattle keeping, middlemen's margins ,etc. were 
linked to one another and that they would be _ solved only by an 
integrated dairy development programme mounted on a national 
scale. 

1.4. The National Dairy Development Board drew up the "Opera-
tion Flood" project (also known as "India-WFP project 618") under 
the World Food Programme of the United Nations in 1970, the pro-
ject which had a duration of 5 years (1970 to 1975) an~ which has 
since been extended for a period of 2 years upto the end of June, 
197~, aims at the improvement of milk marketing by enabling the 
organised dairy sector to obtain a commanding share of the markets 
in the 4 major cities of Bombay, Calcutta, Delhi and Madras and at 
speeding up dairy development by increasing milk procurement and 
production in the rural areas which supply milk to the 4 major cities. 

1.5. The WFP had agreed to supply, free cf cost, at Indian Port, 
by the 30th June, 1975, 1,26,000 MT of skim milk powder and 42,000 
M:r of blltter oil. The sale/transfer of these commodities to public 
se~tor plants of the four major cities otBombay, CalQUtta, Delhi and 
Madras was expected to generate ~. 95.40 crotes (likely to increase 
to.Rs. 116.4 crores) which was to be spent on milk marketing and 
dairy extension activities under various action items of "Operation 
Floo~i" Project. As a non-profit making charitable Society, the 
NDDB could not engage in such commercial activities as selling im-
ported dairy commodities. Therefore, the Government of India $et 
up the Indian Dairy Corporation to handle the commercial trans-
action-and, in fact to be its implementation agency for the "India 
WFP Project 618". 

'1' 1.6. The Indian Dairy Corporation was incorporated as a wholly 
Government owned Company on 13th February, 1970. 

B. Objeetives 

1.7. According to the Memorandum and Articles of Association 
of the Corporation, the main objectives to be pursued on its ineor-
poration are as follows:-

(1) To promote the dairy industry in India. 

(2) To assist the State Governments and other organisations in-
cluding Co-operative Societies and private bodies interested in the 
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promotion of Dairy Industry to meet the requirements of milk and 
milk products of the vulnerable groups such as nursing and expec-
tant mothers and the pre-school children in special and of all others 
in general in urban areas and in the urst instance in the towns of 
Delhi, Bombay, Calcutta and Madras. 

(3) To promote and develop cattle husbandry for increased milk 
production through the provision of such technical inputs as improv-
ing the productivity in cattle by cross-breeding and other means, 
artificial and natural breeding services, irrigation and other facilities 
for fodder production, 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 investigational laboratories and calf 
rearing centre, and all other things of any kind or nature whatsoever, 
including establishment of a net work milk procurement system to 
provide the necessary economic incentive for increased milk pro-
duction. 

(4) To promote the removal from urban areas of high yielding 
milch cattle and calves preventing thereby their premature destruc-
tion their re-settlement in rura I areas through provisions for 
land, utilities, and irrigation, stabling, fodder production, feed com-
pounding, calf rearing, health and breeding, services, organising sale 
of milk to dairy plants and all other things of any kind or nature 
whatsoever required for the purpose. 

(5) To assist in developing and expanding the capacity and opera-
tions of the existing dairies in the towns of Delhi, Bombay, Calc1.ltta 
and Madras and other urban and rural areas. 

(6) To assist in establishing and expanding the proc~ssing and 
handling capacity of liquid milk plants chilling centres, feeder 
dairies, balancing dairies and all other facilities of any -kind whatso-
every required for increasing the processing and handling capacity of 
milk in the aforesaid four towns and in any other ul"ban or rural 
areas. 

(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, 
fodder and feeds, plant and machinery, "and other articles or things 
of a character similar or analogous to the foregoing or any of them 
or connected therewith. 



, . 
(9) To assist in erecting Or providing storage and transport fa:cili-

ties for milk and milk products, fodder and feeds. 

(10) To act as agent of the Central Government for negotiating 
with the World Food Programme and other international and foreign 
agencies for obtaining skimmed milk powder, butter oil and other 
milk products, cattle feed, breeding cattle, chemicals, machinery and 
any other things likely to fos~er the objects of the Company either 
by way of gift or on other terms to take delivery of and deal with 
the same. To transfer at valuation approved by the Central Govern-
ment and against immediate or deferred pa"yment all or any of such 
imported commodities to State GovQ.'"Ilments or other organisations 
and to account to the Central Government for the proceeds received 
on transfer. 

(11) To do all things necessary or advisable for carrying out the 
above objects and in particular to obtain and furnish advice, projects, 
programmes, skilled advisors, training facilities for training person-
nel, finance by way of grants or loans, assistance in designing, erect-
ing and operating dairies and other plants and to consult National 
Dairy Development Board on all their technical and scientific aspects. 

1.S. Asked whether the Corporation had 'been able to fulfil the 
objectives for which it was set up and if so, to what extent, the 
Corporation in a reply after evidence stated that the objects clause 

"in the Memorandum of Association covers many activities but the 
Corporati'on was set up primarily to impldment 'Operation Flood' 
Project. Subsequently, the Corporation was nominated by the 
Government of India as the sole canalising agent for the import of 
skim milk powder and its distribution. 

It was stated that the Corporation had, to a large extent, succeed-
ed in achieving its objects. Dairy Development Projects had been 
initiated in the 10 participating states, t:iz., Andhra Pradesh, Bihar, 
Haryana, GUjarat, Maharashtra, Punjab, Rajasthan, Tamil Nadu, Uttar 
Pradesh and West Bengal and further there had been a considerable 
increase in the milk handling capacity in the metropolitan cities of 
Bombay, Delhi, Calcutta and Madras. 

1.9. In this connecp,on, during eVidence, the Additional Secretary 
of the Ministry stated: 

"Indian Dairy Corporation was set up mainly for the imple-
mentation of the World Food Programme (WFP Project 
618), "Operation Flood" and to effectively translate the 
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policies of the Government for dairy development in these 
areas and to ensure that increased milk production with 
assured marke~g facilities is brought about in these areas 
as ~arly as possible, by and large, the IOC has fu¥iUed 
the objectives for which it was set up ...... The objectives 
a·re so vast in a country of this dimension it wUl take us 
two or three generations to achieve the same by dint of 
hard work. My assessment of saying 'by and large' is tn 
the direction ~f setting up the mother-dairies, construction 
of feeder balancing dairies, and improving or upgrading 
the animals in th~ areas adjacent to the operation flood 
areas and in se~ing that the gift commodities were sent 
and sold to the concerned people. I confine my remarks 
taking these basic objectives in view. But if these are 
taken in depth, I do npt think these have, been achieved 
and it will not be possible to achieve them, in 20 years to 
come in a comprehensive manner." , 

1.10. The Ministry in their reply) after evidence added that "the 
main objective of the Corporation was to help the State Govern-
mer,>ts to create conditio as congel1ial for and conducive ,to increased 
milk production in the rural milk sheds and assured outlets at re-
munerative prices through the channel of feeder/balancing ~airy 
plants and ultimately the city dairy plants for supply of pasteurised 
milk to the city consumer at reasonable prices. Although the Cor-
poration was handicapped on account of inadequate generation of 
funds in the first 3~ years of the project, the Corporation helped 
to create conditions favourable to the fulfilment of the objectives 
within the constraints of financiai resources." 

1.11. The Committee note that the Indian Dairy Corporation was 
set up in 1970 mainly to implement "India WFP Project 618" (Opera-

. tion Flood). TIm; Projed which was originlally scheduled to be com-
pleted within a period of five yea'"l's from 19-70 to 1975, has been ex-
tended for a period of 2 y.e:lrS and it will now terminate by the end 
of June, 1977. The Committee were informed during evidence by 
the representative of Ministry of Agriculture and Irrigation that 'by 
and . large, the D>C has fulfilled the objectives ,for which it was set 
up. . . in the direction of setting up the mother dairies, construction 
of feeder balaneing dairies and imp-roving or upgI:ading the animals 
in the areas adiacent to the operation flood W'eas and in seeing that 
the gift commodities were seat and sold to the concerned people. If 
these are taken in depth, I do not think tlaese . have been achieved 
and it will not be possible to aehie~ them in 20 years to come in a 
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comprehensive maDDer'. It has also been stated that "the objectives 
,are so vast in a country of this dimension, it will t¥e us two or three 
ge~.ations to achieve the same by dint of hard work". The Com~ 
mittee are also informed that though the Corporation was handica~ 
ped on account of inadequate generation of funds in the first 31t 
years of the Project, it has been able to create conditions favourable' 
to the fulfilment of objective. The Committee apprehend that if 
such a leisurelY view of the, time factor for fulfilling the objectives 
as has been taken by the Ministry i, taken by the Corpot'ation and 
other authorities concerned, the implementation of the Project, which 
bas already been delayed by two years may not be completed even 
by the end of June,' 1977, as scheduled, and any further delay will 
not only affect the cost of implement~tion of the Project but will also 
cause a set back to the dairy developlll.el1t programmes in the coun-
try. The Ministry should create a sense of urgency in all the agen-
cies and authorities concerned with the implementation of the Pro-
ject and take effective measures to remove the constraints in the way 
of its implementation so as to commission fully the Plants within 
the stipulated period i.e., by the end of June, 1977. 

C. Other Activities 

1.12. Besides implementation of "Operation Flood" the IDC has 
been required to function as a canalising agency for import of skim 
milk pO,wder (SMP) and distribution thereof (on the basis of alloca~ 
tion made by the Department of Agriculture) to various consumers 
including the dairies in the public, cooperative and private sector, 
large and small scale manufacturers of baby and malted food, Army 
purchase Organisation and Registered Exporters under the Register-
ed Exporters Promotion Scheme. 

1.13. The Ministry have sta~ed in a written reply that "no formal 
evaluation of the performance of th~ Corporation in regard to these 
activities had been carried out by the Government. In regard to its 
functions as a canalising agency, the performance of the IDC had 
been satisfactory." 

1.14. The Committee recommend that the Government should 
evaluate the performance of the Corporation as canalising agency 
for the import and distribution of SMP and see whether these activi-
ties are being carried out economically and efficientiy. They would 
like the (iovernment/Corporation to assess the demand for SMP in 
the country vis-a~vis indigenous production very carefully and en-
sure that the imports are kept 'to the buest minim1.'lD and supplies 
are made only to genuine parties for genuine and essential purposes. 
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D.ConstraintsjDifliculties Fa~ed by IDe 

1.15. As a part of Agriculture" dairy development is a State sub-
ject. The administration of animal husbandry, veterinary services. 
fodder production, milk procurement, processing and marketing on 
which dairy development depends, varies from State to State and in 
all the States covered by "operation Flood" excluding Gujarat, more 
than one Directorate and/or department are involved and this was 
stated to be one of the c~nstraints faced by the Corporation in im-
plementing the "Operation Flood" project. 

1.16. It has been stated by the Corporation that this subject was 
taken up with the State Governments concerned and the IDC has 
succeeded in bringing about integration of these services, so far as 
"Operation Flood" work is concerned, in the States of Punjab, Uttar 
Pradesh and. Tamil Nadu. Lately Andhra' Pradesh and Bihar have 
agreed to implement all the activities under "Operation Flood" 
through their State Dairy Development Corporations. In Maharash-
tra and West Bengal, the "Operation Flood" projects are coordinat-
ed by special cells. In Rajasthan, a Dairy Development Corporation 
has been set up to implement "Operation Flood" Projects in Bharat-
pur and Alwar Districts while projects in Bikaner District are being 
handled by the special project cell of the State G'·<;ernment. The 
Corporation stated in a written reply that from tim~ to time, the diffi. 
culties experienced in this connection were brought to the notice of 
the Government of India. The difficulties have been resolved gra-
dually by negotiations with the States and the Centre at vari0us 
levels, including ministerial. This, however, was a time-consuming 
process and consequently implementation of vat;ious programmes 
was delayed." 

1.17. It has also been stated by the Corporation that difficulties 
encountered with regard to funds for taking up various !';chemes 
under Fifth Five Year Plan, price revision of skim milk powder and 
butter oil, streamlining of procedures for import of skim milk pow-
der on commercial account and setting up of a subsidiary Company 
for running of Mother Dairy at Delhi are stated to be at present 
under the consideration of the Government. 

1.18. In this connection, the representative of the Ministry stated, 
during evidence, that 'in t~ beginning the Corporation had its own 
teething trouble. In tI\e early stages we were not geared up to 
receive all theWFP quantities of milk powder and butter oil and 
When we were geared up, there were fome difficulties with the 
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WFP in supplying these things. By and large, we feel they have done satisfactorily the work entrusted to them.": 

1.19. In regard to assistance rendered by the Government to IDC for solving its problems the representative of the Ministry stated that "'We have not had any occasion of any suggestion or request from the IDC to specifically intervene or help them in any matter concern-ing their activities in the States." The Ministry added in a writ~n reply that "The IlX! as far as the Government is aware, has been corresponding with the p~rticipating States for implementing the Project and has been sorting out the'difficulties, if any, directly." 

No specific reference was made to the Government to seek Gov-
~rnment's help or intervention in· sorti'ng out any difficulties in this regard." . 

1.20. As regards financial difficulties of the Corporation, it has been stated by the Ministry that Government 'helped 'the Corporation to supplement, is fina:ncial resources by providing ca-sh credit facility to borrow upto Rs. Four crores (this facility was allowed w.e.f. 1st July, 1973 onwaTds). In addition, the Government did not enforce '. upon the IOC the condition relating to deposit of assumed c.i.f. (Cost, Insurance and Freight) value of WFP commodities with the Govern-ment as provided in the decision on the subject, so that it might not have constraint of funds for implementing the actiOn items under the project. 

1.21. The Committee are surprised to npte the conflicting state-ments made by the Corporation and the Ministt:y in regard to the help sought by the former from the Ministry to solve the difficulties arising out of lack of integrated services in certain States which acted as constraint on the progress of "Operation Flood". While the Corporation has stated that the difficulties expedenced in this con-nection were brought to the notice of Government, the representa-tive of the Ministry has stated that "We have not had any occasion of 
any suggestion or request from the Corporation to specifi.caily inter-vene or help them in any manner concerning their activities in the States". The Committee are unhappy at this lack of close under-standing and communication bet~en the administrative Ministry and .the Corporation. The Committee feel that, as the "Operation FloC)d" Projeet is· time-bound and spread over as many as 10 States and " Metropolu.n cities, it is the duty of the Ministry to contempo-l1lDeOusiy monitor the progress of ialpl~~on of the Projed and 
to.·~nsure that the "Operation Flood" is. implemented aceordialg. to 
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~hedule and all problems with the concerned States are resolved at 
Government's level. 

1.2Z. The Committee further recommend that the Governmenf. 
representatives on the Board of the Corporation should be asked to 
act as eye! and ears of the Government anel sen(e as the re~ar line 
of communication behveen th~ Ministry .tlthe Corporation and if 
any preltl ... s affecting the progress of tJae project come to their notict\ 
they shouldwitbout any delay, bring them to the notice of the Mim. 
U7. The Ministry should not hesitate to take initiative to proNe 
nClCessary help and assistaDce to the Corpo~ation ud if .. aces!a", 
take up the matter with the State Governments to resolve the pro-
"bIems 8nd eonstrailats In the interest of timely .,1emeutatioa of tile 
Prejectl.. 

1.%3. As regards the 4iftieulties of the ~tloD 1'tIIMIn~ to the 
~s for takinc up various schemes wader the Fifth Fift Year Pia 
ad tile matters relating to price revision of -SMP IUUl 80, praced __ 
hi' import of SlIP OIl commercial eceount and setting ... ef _ .... 
:pnbatlon for numing of mother daiPy at Delbi,tbe CGmmittee laaw 
~veIl daeir comments elsewhere in the Report. 

"l816L.9.-2 
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GENERATION OF FUNDS 

.... I:r of WFP Cem~. 
, 2.1. Under a 5 year agreement concluded on 4th March, 19'70, the 
WYP had agreed to supply, free of cost, at Indian portS by the 30th 
.rune, 1975, 1,26,000 MT of SMP and 42,000 MT of butter oil. The 
ISle/transfer of these comtnodities to publi;c sector dairies at the 
prices then fixed (Rs. 4,350 per MT for SMP and Rs. 9,670 per MT 
of butteI'I oil) was expected to generate Rs. 95:40 ~rores which was ~ 
be spent on milk marketing and dairy extension activities under tbe 
project. The transfer value of WFP donated commodities was ori .. 
atnally' fixed with reference to the then existing prlces of rurally 
procured milk. In order to ensure that comparative low price at 
which milk could be recombined with DFP donated SMP and butter 
ell should not be allowed to act as a damper on the milk proCurement 
aetivities 'of the State Governments and particularly, the city milk 
plants, the transfer value of SMP and BO as increased to· Rs. 6,50tl 
and Rs. 10,000 per MT. respectively, from January, 1974. This 
would have the effect of extra generation to the extent of Rs. 21 
crores in case the entire amount of the commodities are received. and 
sold by the Corporation to the milk plants. The total estimated 
generation would, theref~, go upto Rs. 116.40 crores against Rs. 95.4() 
crores as estimated earlier. 

2.2. The following quantities of SMP and BO were received by 
me fromWFP under this programme:-

(in M'lj 

Year SMP (Skim Milk Powder) B.O. (Butter Oil) 

Bzpec:t, II ReceiVe" Short Espcctcd Rcctiv(d Sl:ort-
fall fall 

1970-71 10.$00 6.27$ 4°% 3.$07 2.292 ,..% 
1971-?a )0,000 foI9o 67% 10.000 2>4$2 7$% 

1972-73 39,000 11.983 70% 13.000 3.707 10% 

1973-7. )0.600 9.047 70% 10.200 4,281 ,.% 

1974-7$ 1~,900 10,$$7 28% ,,3eo 8,212 (+) 

10 
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, 2.3. AccortUng to the' nrst Inter-A.eency ~OIl,as ~ 31:-3-1~ 
out of 20,855 metric tons of dried skim milk received in India, 18,59:f 
MT were accepted by the me and 4,062 MT were rejected (20 pet 
eent of receipts). Of the 16,593 ,MT accepted, 12,641 MT were_ used 
for milk recombination, 839 MT were subsequently found unsuitable 
for recombination and were disposed of for other purposes and 1'3'1 
lIT were transferred at the request of WFP to refugee feedln. 
(WFP Emergency project 948). There was a stock balance at the 
aut of :March, 1972 of 2.937 MT. : 

2.4. In regard to butter oil, 5.546. M.T. were received in India,: 
3,725 M.T. were accepted and 767 M.T. were rejected (14 ~ cent of 
wceip~). Of the 3.725 M.T. accepted,3,626 M.T. were used for ~~ 
~bination, 26 M.T. were unsuitable and used for ,other purpc:11S89 
and 72M.T. were transferred to refugee feeding. There was a s~~ 
tNUaIlCe of 1,047 metric tons at the e~d pf March, 1972. (1 
,- . '. . , ," - ... 
.. - 2.5. The expansion of the existing dairies in the four meiropoli~ 
~ ,Cities which were to receive p~edominant att~ntion in the firs~ 18 
inonths of the project did not get enough finance. According to ,the 
Ministry of Agriculture, this was primarily due to su1rstanda:rdqu:a~ 
lity 011 donated commodities and their packaging '"roblems· •. duri.n~ 
1970-71 and 1971-72, erratic delivery schedules and inordinate deIst 
lrt supply of WFP commodities particularly dUring 1972-73, i97:V,4 
and 1974-75, inordinate delay in the receipt of imported equipm,eitt 
*eguired for recombination ih fout 'clty daIries and unsatis'fa~tort 
stainless steel valves supplied under UNICEF, assistance and also 
some delay in raising the required infrastructure for' exJ?8.!1Sion' hi 
the existing dairies and setttng up of new dairies. ' " 
~~ . .... '. ~ , 
" 2.6. According to the First UN/WFP Inter-Agency EvaluatfOll 
Misssion which reviewed the project in March, 1972, "during 1:971 
and early 1972, shipments of WFP commodities tended to~veJ~ 
ther sporadically, resulting in .shortage of one or both commodities 
from time to time. To some extent thi~ has ~n due to frequen1 
change in notification o£ requirements by the n>c". The MisstOlf 
~ carne to the conclusion that "tb,ere has been some delay in aug.. 
~ting the plant capacity of the existinS city dairies and their uti-
Jisation of WFP commodities has been only 40 percent of :the antici .. 
pated usage...... The delay in implementation of the project ill 
clue to many factors, but to some extent can be attributed to the in-
~equate or delayed establishment of machinery fo:r coordination at 
the State and city level." , 

2.7. The question of inadequate supply of wFPcommodities was 
taken up by the Government of India at the meeting of the inter. 
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Govenunent CPmmitt. held in. Rome in November, 1973 andas·are-
iIult· of t~e efforts, the supplies were stepped .upin the latter ~ 
ofi 1974 and. during 197~.· The JDC is now quite comfortable so Iv 
~ receipt of ~ commodities from WFP is concerned. 

·2;8. On the Committee enquiring about the reasons· for irregular 
and ·erratic supply .of these commodities the Corporation in a rep!, 
after evidence stated that "the sl"Qply of WFP was on the basis of 
clon.aUons of SMP and BO to WFP from the donor countries. Durin, 
1973 and 1974, due to shortfall in production in most of the countries. 
it was not possible for WFP to obtain timely supply of these com-
mOdities iri sufticient quanUt1es." 

2.9. During 1974-15 the supply oi WFP commodities were very fr.. 
reguIiU'and erratic. Because of titeR diftieulties the !DC was COn\-
pelted to ration the iaue of the eommodities to the milk schemes aDd 
ecNld not guarantee supply of any g;lecific quantity of SMP and B() 
to the milk schemes during first 9 months of the year. As a resuJt 
the programme for the increased throughput of the milk schemes 
suffered very much and so also generation of funds. 

2.10. The Second UN-WFP Inter-Agency Review Mission whicJa 
came to India during March, 1975 observed that the overall objectiva 
of the project were likely to be achieved in spite of considerable 
but not unreasonable delay. particularly due to two recen.t droughta 
ad other disruptions. However, the Mission was apprehensive as t., 
whether it would be poaaibJ8 to utilise the entire 1,26,030 )IT of SMP 
~ 42,000 MT of BO by lune, 1917. Unless these commodities were 
tully utilised., the required fundi would not be generated by the !DC 
wr the Praject. 

2.11. According to the Second Mission, "the use of commoditi. 
in this manner has not been of significance ever the past three years 
and in general the utilisation of commodities has been below target." 
. 2.12. In regard to the generation of funds, the Ministry of Agri-
culture added:-

On account of the inadequate in-flow of WFP commodtties 1ft 
the first 31 years and due to inadequate off-take of thege 
commodities in the following Ii years, the actual genera-
tion of funds under the project was ~ the order of Rs. 41 
crores (appx.) upto the 30th November, 1975 as agairult 
~. 915.40 crores (further expected to increese to Rs. 111 

. crores. The I:D.C. has carried out an assessment ahti ex-
pects to be able to utilize only 1,03,000 MT of SMP eel 
3!,OOn MT of butter oil by the end of the extended pertoa 
of the project (June, 1977) against ·1,26,000 MT of SMP and 
42,000 },fi' of Butter oil originally provided in the ~ject. 
This is expected to geDerate appx. as. 91.21 emus. 
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2.13. While the generation of funds has been low, price escala-
tion had resulted in increased expenditure on various projeCts inclu-
ded in various action items. To meet the shortfall, the I.D.C. re-
quested the Government for provfding President's guarantee to bot .. 
row q'to Rs. 4 crores Nom banks. The cash credit facility was 
allOWed w.e.f. 1st July, 1973 and is being continued as I.D.C. is stll 
in ftnancial ditDculties. 

2.14. It was provided in the project that while the C.I.F. value 
·of W.F.P. donated commodities at the current international rates of 
Rs. 1,'100 per M.T. far SMP and Rs. 3,243 per M.T. for butter oil 
was Rs. 35 crores (approx.), the commodities would be sold to dai-
ries at Rs. 4,350 and Rs. 9,670 per M.T. far S.M.P. and butter oil 

. respecti'ft!ly to generate &. 15.40 crores. (These prlces were raised 

. t€) Rs. 6,500 and Rs. 10,000 !;ler M. T. respectively' w.e.f. 11th January, 
19"14 which were expected to generate app. Rs. 116.40 crores). It 
was also provided that the amount of R1J. 35 crores will be credited 
to the Central Government being the assumed forejgn assistance for 
which credit has been taken in the 4th Plan. The remaining amcunt 
of Rs. 60.40 crores will represent generated fund and the I. D. C. 
would borrow Rs. 35 crores from institutional sources such as 
A.R.C. or banks to make up the amount of Rs. 95.40 crores to im-
plement the project. On that basis, the 1. D. C. is required to depoRt 
approx. Rs. 18 crores with the Government on the basis of quantities 
of commodities received so far·. It has not been possible for the 
I. D. C. to do::>osit any amount so far on account of inadequate gene-
ration 'of funds, increased expenditure and credit squeeze attende. 
by the fact that I. D. C., by the nature of its functions has no stocks 
to hypothecate. In view of the present finan.cial difficulties of the 
I. D. C .• Government have not enf-3rced the requirement of deposit of 
funds with Government for the present. 

2.15. In this connection, the Ministry of Finance in a no~. after 
evidence of the Ministry stated that the generation of funds has 
lagged behind the expenditure commitments of the I.D.C. Secondly, 
it has not yet been possible for the IDC to get any long-term or sub. 
---_._---

• At the time of factual verification, the IDC pointed out:-
"Th(; corTl~ct Pf'sition is that th" ooeration Flood" as· laid down III 

thE' Phm of operatio, was H·tim~. ed to cost Rs. 95.4 crore3. Th'., 
total tund eX1>~cte1 t.., ~e'lf'!'ate w~s also Rs. '5,4 crores. If 'Rs. 38 

crOres is to be credited to the Govt. of India out of Rs. 95.4 
CTOlC~-Rs. 38 cTOres-Rs. 57.4 crores. UnleSs the IDC could obtain 
Rs. 3~ ~ores fro~ 'JOme o1.her source. it is not physically POS&ihle 
for ill", to credIt. 

T.1(' ~mou;].t to the GovemmE'nt of India. As ner the Plan of opera-
t!on a~:rced to .1:>etw~en the GoyeMmen' of India and W.F.P.· ih~ 
SlZ~ of .the Project should remaIn as indica~d in th'a Plsn of OPP.. 
rabon if the total quantity Was ~o be received from NF'fJ. as l'ift 
:rb~. therefore, the reduction in tire size of the Plan was DIlt· 1)03-
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s1:antial bank ~for 'Operation Flood' beyond about Rs. 4: croree 
'~t sliort-term bridging finance. ' 
" Anoth~r problem has 8rlsen during ~he last one year. While ~ 
,s~ply of gift materials R-om WFP has' picked up now it has become 
· difficUlt for the Corporation to push larger quantities of gift materiala 
; into. the market to generate more funds, because of a glut in' the in. 
· digenous milk market. IDe is at present (December, 1975) having 
,in stock about 14,000 tonnes of SM!> and 15,000· tonnes of butter oil 
. from WFP. On the other hand, the procurement of milk during the 
';Last .flush season was so large that the indigenous industry has beeD 
,left .with substantial surpluses. In fact, the Department o£ Agricul-
lture had to step in and authorise purchase of about 5,OOO@ tonnes of 
ISMP @Rs.1S,OOO per 'toinne from indigenous manufacturers, more or 
~s. U a support measure. The milk handling capacities of the four 

; me~politan dairies have also reached their limits. The largemo--
;ther dairies (except in Delhi) have also not yet been commissioned 
.so that pushing larger quantity of SMP and BO through them is not 
; yet possible . 
. ' According to the IDe's tentative projections, by 1977-78 (Opera-
·tion Flood ends in June 1977 according to the present arrangement) 
-it will at best be possible to utilise 1,03,000 tonnes (against 1,26,000 
· tonnes) of SMP and 32,000 tonnes (apinst 42,000 tonnes) of butter 
,oil resulting in total generation Rs. 91.28 crores. It may be possible 
-to get Rs. 18.59 crores as reQayment within this period. from the 
.State Governments. IDe will even then require about completing 
1b.e different projects take up under Operation Flood. . 

In a nutshell the present position therefore, is that not only is 
'IDC unable to pay back the international value of, gift materials 
'which now stands recalculated at Rs. 38.11 crores (on account of 
higher international value) but IDe would in addition reqUire a1>-
'out Rs.· 6.53 crores for completion of' "Operation Flood" projects. 
: 2.16. Acco~g to the Second Mission, a proposal which seemed 
'to have some merit for generation of funds, was for WFP to permit 
the IDe to sell part of the dried skim milk in small ('(;nsumer packs 
for direct consumer use and tq convert part of butter oil into ghee for 
.sale as such. 

2.17. The Corporation in a note after evidence stated that: 
"Due to mv,rovement in the milk supply position since 1974 

winter, there is temporary glut of milk products like SMP. 
Butter and Ghee in the market. I£ gift SMP is released 

---------------------------------------------------------------------------·"10,600 tonnes of Butter on as intimated by IDC at the time of fac-
tual verification. 

'@"5,500 tonnes ofSMP" 8S mtima1.Eod by IDC at the time nt faDtuaJ. veri1lca· 
tio~ . 
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in consumer packs and ghee made out' of BO is offioaded 
in the market in l8rge quantities, there Will be 'further glut 
with consequential effect on prices. This will affect ad-
versely indigenous milk produCtion since If dairies':faii to 
market the products at economic prices, they will not btl 
able to pay the milk producers a fair price.' Furthermore, 
WFP wanted a commitment from the Government of IncH&. 
that the normal commercial imports which they put at 
20,000 MT* of SMP per year are to be maintained, which 
the Governme~t rightly cannot agree. The matter is still 
under negotiation with WFP. 

Due to improvement in the milk supply position In three out 
of the four metropolitan cities, as well as in the milk shed 
areas, the requirement of WFP commodities has gone down 
considerably during the current year. This is q\lite a wel-
come and desirable change but at the same time it is affect-
ing tlie generation of funds." 

2.18. In this connection, the Ministry of Agriculture in a note after 
evidence stated that the proposal of the Second EvaluatiOn was exa-
mined by the !DC and it felt that sale of large quantities of SMP 
and butter oil outside the Operation Flood area might not be desir-
able as it would act as a disincentive to payment of remunerative 
prices to the milk "roducers. In regard to sale of SMP and butter .oil 
tn sma11 consumer packs, the me felt that while it might be possible 
to sell small quantities in the metropolitan city of Calcutta, it might 
be difficult to safeguard against these consignments finding their way 
to other places and fer purposes other than those for which they were 
to be used. In regard to sale of butter oil outside operation flo.od 
area, the IDe felt that the prospect were not good on account of 
availability of butter fat in substantial quantities. Thus I.D.C. under. 
the circumstance, was not in favour of the proposal. 

2.19. The Ministry added that me was presently carrying large 
stock of SMP and butter oil (estimated at approximately Rs. 2() 
crares) awaiting disposal. The position was expected to improve in 
the summer of 1976 when the off-take would pick up. IDC had esti-
mated that it might be in a position to utilise 1,03,000 MT of'SMP 
and 32,000 MT of butter oil upto 30th June, 1977. Govenment would 

-According to the Ministry, the Yearly quantities of SMP purchased 
during the last 5 y.:ars by IDC against glob11 tend~rs have been IS,ISS tonnes, 
16,877 tonn6 !, 12, 195 to"lle'S and 15,000 tonn~s duri!lg 1971-72 to 1974-75 
respectively. Durin~ 1975-76 • IDe has been allowed to purchase upto 
5 SCYI to:mes of locally manufactured SMP. 
No butter oil has been imported commercially during the last S Y CHI. 
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consider the need and desirability of seeking extension of the ~roject 
.tt.r watchlnl ~ progreu dwiug W'16. 

2.20. Asked as to what were the implications of not utilising th. 
commodities by the end of the project period, the Corporation in a 
reply after eYidence stated that there would be shortfall in the gene-
ration of funds unless the project was extended further. Consequent-
ly, the' IDC would have to depend either on Plan funds or on insti-
tutional finance for completing the QfOject. 

2.21. In this connection, the Ministry of Agriculture stated in a· 
note after evidence that-

"It is proposed to take steps for speedier implementation of the 
project in the remaining Ii years ofi -the extended life of 
the Project. However, Government feels that the tempo 
of progress ~resent1y achieved in milk production, dairy 
extension and marketing should not be lost. Government 
would, therefore, consider at the appropriate time the 
need and desirability of seeking another year's extension 
to the project." 

2.22. The Committee note that under the "Operation Flood" pro--
Jeds, World Food Programme had agreed to supply free of cost by 
the 30th June, 1975, 1,26,000 MT of Skim Milk Powder (Si.\fP) and 
42,000 MT of Butter Oil (BO). The sale/transler of these commodi-
ties to public sector dairies at the prices then fixed was ';xpected to 
e-enerate funds to the tune of Rs. 95.40 crores (which later went upto 
Its. 116.40 crores as a result of increase in the traasfer value). These 
funds were to be spent on milk marketing and dairy extension acti-
vities under the Project. The Committee find that during 1.970-71 
and 1971-7% the quantity of SMP received was 40 per cent and 67 
per cent less than expected and that of BO 34 per cent and 75 p •. 
~ent less than expected and of the quantities received, 20 per cent 
of 8MP ud 14 per ceDt of DO were rej~ted by me on the ground 
of suh-standard q .... ity and packaging problems. During 1972-73 ud 
1973-74, there was a shortfall ranging betWeeIl 70 per cent aad 58 
par ceat .. the case of 8MP and BO. They are infOl'llled that 
this matter was taken u, by the Government of India witl the WFP 
authorities in No'\>enaber,lt73, and as a result of these eftorts, the 
supplies were stepped up in the latter half of 1974 and durint! 1.975. 
The Committee need ha;odly point out that if these shortfalls had 
been promptly brought to the notice of WFP authorities, a suitable 
solution could have been found much earlier and the implementa-
tion of the project would not have been so heavily delayed. 
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2.%3. The Committee regret to aote that OD account of the iDad..-quate ioJlow of WFP commodities iD the first 3i years and duo to inadequate off-take of theseeommodities in the following Ii years the actual generation of funds under the project was of the order of as. 46 Cl'ores (approx.) upto the eDd of November, 1975 as against the original expectation of Rs. t5.4Q crores anel the revised estimate of Rs. 116.40 crores. The Committee abe regret to find that accord-ing to IDC's own assessments, Ity the end of the extended period of the project (June, 1977), it will at best be able to utilise only 1,03,000 ton.nes (against 1,26,000 tODDes) of SMP and 32,000 tonnes (agaiDst 

42,000 tonnes) of BO resulting in total generation of Rs. 9L28 crores. and l~ a slaol'tfall of over Ra. Z5 aeres. 
The COmmittee are informed that the project did Il9t make pl'O-81'8Ss according to schedule in the initial stages as DO lead period was provided to prepare for takiDg up the programme and the Min-istry /Corporation did not realise this before the commencemeut of the project. The Committee regret that the propess of the projeet. which ultimately resulted in shortfall of funds was also due to delay in the receipt of imported equipment for the four city dairies, raising of I'equ:red mfra-structure for expansion of the existing dairies and setting up of new dairies and establishment of machiBery for coordi-nat:on at sta~e and city level. 
2.24. In view of the fact that the funds provided to the States fot:-. various programmes under the project were in the form of 3t) per cent grant and 70 per cent loan, the latter returnabie in 10 equal instalments beginning afteT 3 years of the loan, the Committee are· informed that i~ may be possible to get as. 18.59 crores as repayments of loans from the State Government within this period and even then the IDC would require Rs. 6.53 crores of additional funds from Gov-ernment for completing the difterent projects taken up under "Opera-t:on Flood". The Commit~ee would like the Corporation to take stock of the loans granted to State~ and initiate action with the help of the Ministry to recover instalments of loans which have fallen due. The Committee would like to be informed of the developments ia the matter. 
2.25. The Committee note that though the supply of gift materials has picked up now, it has become difficult for the Corpol'ation to push larger quantities of gift materials in the market to generate more funds with the result that about 14,000 toanes of SMP and *15,000 tonnes of BO, of value aoout Rs. 20 crores are in s~k with the IDe. The milk handling capacities of the existing four metro-politan cities have reached their limits and the new Mother Dairies 

-~-------------------------------------------------10.600 tonnes of BO as intlmated by IDC at the time of factual verifica-tion. 
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(except Delhi and Bombay) have not yet been commissioned, anel 'hence pushing larger quantities of SMP and BO through them has · not been possible. The Committee stress that the CorporationjlUin-istry should review ill detail the progress of developmental works connected with the Dairies so as to speed them up. The Com-· mlttee expect the administrative Ministry to take up matters direct. · Iy with the State Governments wher~ it is not possible to resolve the matters .. promptly at the level of the Corporation. 

%.Z6. The Committee find that according to the Second Inter-· Agency Review Mission, a proposal which see'lned to have some merits was for WFP to permit the me to sell part of the SMP in small consumer packs for direct consumer use, also outside the "Ope-ntion nood" area, and to convert part of the butter oil into ghee ··for sale as such. The Committee are informed that the Corporation -is not in favour of the proposal since according to the Corporation, ,there is Improvement in milk supply position since 1.974 winter and ·there ia temporary glut of milk products like SMP, ghee, butter in .the market and the release of gift materials in the market will there-fore have effect on prices and act as dis-incentive to payment of re-munerative prices to milk producers thus affecting adversely indi. 
· ... 0Us milk production. The Ministry, however, expect the position regarding consumpi;ion of SMP and B.O. to improve in the summer of 1976. While the Committee are happy at the Improvement in the milk supply position within the country, they do not think milk ·.market all over the country have reached a saturation point, so as Dot to be able to absorb additional supplies of SMP and ghee. The Committee would like the Government/Corporation to study the sup-ply position of milk and milk products in all the regions in consulta-tion with the State authorities and find out a solution to the problem Which should not only help the Corporation clear its stocks of SMP and BO and generate more funds for the speedier implementation of dairy development projects in the interest of the milk consumers but also safeguard the interests of milk producers. 

2.27. The Committee are informed by the M"tnistry that it is pre-posed to take steps for the speedier implementation of the project 'ituring the remaining period of the extended life of the project "Ope-ntion Flood" and in order to maintain the tempo of progress pre-· .. tly a~hieved in milk products and dairy development, Govern-ment would consider at the appropriate time the need. and desirabi-lity of seekin~ another ye.ar's extension to the project. 
The Committee feel that the project could have made more sads-fadory progNSS If lead period had been giV\'!n, supplies of SMP and 



"DO had been made by WFP authorities according to agreed schedule 
and substantial quantities of the supplies were not of sub-standard 
quality. As these factors, inter alia, resulted in the shortfall in the 
generation of funds in the initial stages, due to which the infra-struc-
ture for the use of donated commO!fities could not be established by 
the Corporation in time resulting in inadequate off-take of the donat-
ed commodities later on, the Committee have no doubt that the Gov-
ernment would be able to persuade the WFP authorities to extend 
. the period of the project to enable the Corporation to utilise the full 
quantities of SMP and DO agreed to by them under the tlOperatioa 
-Flood".' ,: 

~. 

%.ZS. The Committee are concerned to )Jote that WFP a¥tJaoritles 
are deJIUplding a commitment from Government that nonnal com-
mercial imports should be maintained at the level of 20,000 MT of 
'SMP per year. The Committee note that whUe imports of SMP 
varied between 12,000 to 17,000 tonnes from 1971-72 to 1974-75, there 
was no import in 1975-76. The purpose ef the programme is to gene-
rate seU-reliance in the matter of milk production in the' country. 
'The Committee have, therefore, no doubt that· there is no question 
<Of entering into any commitment which would be countter.produc-
-.tive to this basic objective. " .. 
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OPERATION FLOOD PROJECT 

A. Plan of Operatiou 

3.1. In the Plan of Operations of the India-WFP Project 618, as: 
-creed by the Govemmeat of India and the World Food Programme-
of the UN, the broad lines of action chartered for Operation Flood 
are detailed below: 

Major Increase !n the capacity and through put of dairy 
procesaing faciUties; 

eompetiCiYe transfer of the bulk at the urban markets for 
the tratti1lt0llal supplies of raw milk tQ the modern dairies; 

resettlement In rural areas of cattle in the cities, which 
at present serve a large part of these city markets; 

development of the basic transportation and storage net-
work to facilitate regional and seasonal balancing of milk 
supply and demand; 

Development of milk procurement systems in appropriate 
rural areas in order to provide for raw milk a channel 
which is more remunerative than the traditional channel; 
and 

improvement in standards of dairy farming by program-
mes of animal breeding, veterinary services, fo,odstuft 
supplies and management thereby increasing milk yields 
per animal. 

1.2. In pursuit of these objectives, the Corporation's activities 
eomprise a comprehensive and integrated programmes. It is divid-
ed into the following eleven Action Items:-

Action Item No.1 

Expansion of the dairies' existing capacities in the four major 
cities to obtairi a rapid increase in their distribution of 
liquid milk. 

20 
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AcDoa ltea No • .I 

ExpaD:sIon at handling eapacttyby additions to existing handl-
ing £acilities -aad. eftdion of. new !udtall ~ milk plants. 

Action Item. No. 3 

Storage at! long-distanee milk transpart faeilHles. 

Actioa Item. No. 4 

Milk collection and Chilling Centres. 

Actioa Item No. 5 

FeederlBalanC'lng Milk Plants. 

Aetimt Item Be. -6 

Resettlement of City-kept Cattle ad Buffaloes. 

Actioft .u..n. No. V 

Increasing milk producticm ~ prcMstoll of. Technical InpuCa. 

Actioft Item No. 8 

Act10ft I..,. No.9 

Building up Milk Producers' Organisations 10r Milk p~ 
ment, processing and marketing and for marketing of m-
puts of Milk Produetion Enhancement 

Acti«m Itea. J1 o. 10 

Projeet PJanniDg, ImplemeBiaUon 8JId IIIIDpcnver dev", 
ment. 

Actin ltea «0. 11 

lIisceUatleous including unloading, stoTfng and inland ~ 
portaUWl of commoditi~ , 

3.3.' On. sueeeaful cOmpletion of tbe:ProJeet. tile foUowinCf heM-
fits are expected to accrue to the dairy industry til the ~ountry:-

availability of wholesomeml1k .t stable and reasoDable 
prices iD the bulk of city ectnIRIIIIeIS, with __ jOlt' effects ... 
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proteiD intake, partk:uarly to vulDel'able, IfOUPB, aamely-
~ cbildr'eIl, nursing and expedaDt mother.; 

improved productivity of dairy farming in exteDsive rural~ 
&real briDging major increases in agricultural output and 
mcome. with IpeCial emphasis on improvement of·' the 
iD90me of . small farmers and landless people; 

removal of ~ cattle from the clUes where, they ~ 
resent a growing problem in terms of genetic waste; social 
cost and public health; and 

establiahment of a brqad basis for accelera~ develop-
ment at the national dairy industry in the post-project 
period. 

3.4. Accordmg to the Plan of operations the. projec:t,', ~hich cwas 
to have a duration ,of five years (now extended to 7 years) was to 
be divided into three phaSes 'as follows: - . 

Phase 1 (from 12 to 18 months) .-Each of the four 'lnajol' cities' 
liquid milk plants ~l,bebroughtup to full capacity" with addi-
tional supplementary eqUipment where necessary. WFP skimmed 
milk powder and butter oil will be used to extent ,local· supplies of 
milk and thus maximise throughout in each milk plant. Resettle-
ment of city-kept cattle' and bUffaloes will be iriitiated and· assistance 
will be provided to those cattle nnd buffalo owners who express a 
desire to move to rural mllkshed areas. The flnanciaf'asSJstance 
wm be,given towards ,the cost of cattle sheds ,and an~illaries; land, 
housing fw cattle, keepers, irrigation, seeds, fertillJers and for the 
transportation of cattle to newlocation,s. 

3.5. An analysis of each city's supply and dem~d po.tential and 
planning of the facilities and manpower required for ··each liquid' 
IIlf1lr: aeheme'to obtain:. commanding share of it. -market ..rut be 
conducted. C~ction of first round expansion of' ,milk process-
Ing facilities in each city will be initiated. Detailed plans for im-
proved milk marlreting, procurement, processing' facilities and' pro-
dQCtion will be made d~g the first phase of ftte project Special 
warehouses wiD be constructed in Bombay, Calcutta, lrJ,adras and 
Kandla with proper ventllation and temperature coritrol, to store at 
-.e tlme up to' 1~,OOO"Mettietons of dried skimmed ~ and.fPOO 
metrte'tons of butter on. 

, Phase 2 (u,;to tM eftd of 36,"mtthsl.-AdditioilaImilk process-
tDg facilities· wbich: .m have been eXpanded in' e8eh ,'city during 
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Phase 1, supplementing loeal milk procurement with WFP eommor--
dltles in order to obtain maximum throughput, will be used to full' 
eapacity. Additional milk procurement from former city-kept cattle' 
Uld buftaloes resettled in rural areas' during Phase 1, as well as 
from new and enlarged milk produetion and procurement projects 
will be organised. AsBistance will be given to any remaining city-
cattle and buffalo keepers who wish to resettle in rural areas. This 
assistance will also take the form ~ indicated in Phase 1. ' , 

Any further milk processing facilities required by each city's 
liquid milk schemes for the purpose of obtaining a conunanding, 
ahare of its market will be completed. Rural organisations to 3Up-
plement local procurement from each city's milk shed area ~ be 
expanded.. 

Phase 3 (lcist 24 months).-Consolidation of· new and expan4ed' 
facilities for increasing milk production and procurement and phas-
ing QUt of WFP commodities. Peak utilisation of milk pdwder- and 
butter oil will come during the third year of the project, at· 1.1 mil~ 
lion litres equivalent daily. This. will, thereafter, be progres:;ively. 
replaced by milk procured from rural milk shed areas and from re-
setUed city milch animals.' 1 ••. 

3.6. The . plans for Phases 2 and 3 will be worked out in d~taU 
during Phase 1. The work done during Phase 1 will be- evalu.atecl 
and the plans for Ph~ 2 and 3 will be. apprised· prior to. ~he' com-. 
mencement of Phase 2 as stipulated in the Agreement of Plan. Dur-
ing Phases 2 and 3 efforts will largely be concentrated on the im-
provement in mllkcollection, distrIbution and price policy, anfinal 
production and fGelder production QIl the following lines: . 

(a) Milk collection..-In addition to existing produeeftl' c0-
operative societies, new societies will be established for 
mn~ collection at the village level. Subs~, credit faci-
lities, technical advice and guidance will be made available 
~ such societies. Adequate transport facilities will be 
established. for the transportation of milk from 'rural to 
urban. areas. . . 

(b) Animal production.-Technical inputs required for increas:-
ed produetion, sUeh as extension and animal health .er-
vices, . artificial insemination, improved breeding stock. 
irrigation equipment, fodder crop .-vices' etc. will be· 
provided. 
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'(c) Fodder production.-ln addition to exi'andingalid ,intensl-

fymg the cultivati&n of fodder crope, feed mixing plants 
will be established to meet the feed requirements of the 
cattle. Tke programme of work Qf IndialSF 42-"Grass-
land and Fodder Development Project" wfil be geared to 
meet the requirements of trus Project to the fullest possi-
ble extent. 

(d) Distribution and Price Policy.-Attention will be devoted 
to market research and sales promotkln methods and 
studies will be made covering v,arious aspects of demand 
and supply in each of the major milk BChemes. 

3.7. It bas been stated by the Corporation that Actlon Item 
Nos. 1, 2, 4, 5, 6 and 7 are being implemented by Project authorities 
In the States and Union Territory. Programmes under Action nem 
NOI. 3, 8, 9, 10 and 11 are under the direct investment of the I.D.C. 

3.'. Time schedule for completion of the various Action Items 
bad been fixed in the orlginal Plan of Operations agreed with WFP 
and now extend by two more years. 

3.9. The percentage figures of Action Item-wiselyear-wise targets 
and actual expenditure since inception of Project till September, 
um are given in Appendix-I. It has been stated by me that it 11 
.. At*!ted that the schemes relating to Action Items 1 to 5, 8 anel • 
will be completed by June, 19'17. The delays have resulted in ea-
,calation of costs. 

~uo. In regard to the slow progress of the project, the represen.-
1ative of the MiiUstry ofPlnance pcJIinted out during evidence that:-

-rhere is no doubt that in the initial one and half years there 
was lapse on the part of OUr organisation. You may call 
it IDe or the Agriculture Ministry; that in an administra-
tive aspect with which I an;t not directly concerned." 

3.11. When the Committee drew the attention of the Ministry of 
Agriculture to the aforesaid remarks, the Ministry in a written reply 
:after evidence stated:-

'"The project did not progress -in the ftrst phase ~rding to 
the targets, as no lead period was provided to prepare for 
taking up the programme. Raising 'Of the required infra-
structure far taking up expansion of the exiSting dairy 
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plants and construction of new (recombining) plants toot 
time becaUSe of initial teething troubles in setting up the 
. organisation." 

3.12. As regards the remedial measures, the- Ministry stated 
"that:· 

If •••• after the initial delays, the project picked up and the 
progress is being maintained. Government has advised 
IDC' for speedier complementation of ActiQIl item No.9 
(Organisation of Rural milk) and early commissioning of 
the new dairies. In addition, the Board of directors of 
the !DC is being enlarged to give adequate representation 
to the participating States tQ ensure their active involve-
ment and bring about speedier implementation of the 
Project." 

3.13. The Committee note that the Corporation has drawn up a 
comprehensive and integrated programme of eleven Action items 
under the 'Operation Flood' which are to be completed in three 
phases over a period of five years, now extended to 7 years (i.e. by 
end of June, 1977). Action items Nos. 1, 2, 4, 5, 6 and 7 are being 
implemented by Project authorities in the States and Union Territor-
ies and Action Items Nos. 3, 8, 9, 10 and 11 are under the direct in-
vestment of the Corporation. The representative of the Ministry of 
Finance has stated during evidence that in the initial one and a half 
years "there was lapse on the part of our organisation, you may call 
it !DC or the Agricultural Ministry." The Ministry of Agriculture 
stated that the Project ~id not progress in the first phase according 
to the targets as no lead period was provided to prepare for taking 
up the programme and raising of the required infra-structure for 
taking up expansion of the existing dairy plants and construeiion of 
the new plants took time because of initial teething troubles. After 
the initial delays, the project is reported to have picked up and it is 
stated that the progress is being maintained. 

The Committee are informed that the schemes relating to Action 
items Nos. 1 to 5, 8, and.9 are expected to be completed by June, 1977. 
From this the Committee are left with the impression that the other 
Action Items are not likely to be completed even by the end of the 
extended. period of the Project. They have made observations on 
the progress made under individual Action Items in the subsequent 
sections of this chapter. 
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B. "Mother Dairies" 

3.14'. One of the primary tasks of 'Operation Flood' is the expan-
sion of the dairies' existing capacities in the four major cities to ob-
tain a rapid increase in their distribution of, liquid milk ,and l!xpan-
sion of handling capacity by additions to the existing handlilli -faci-
lities and erection of new urban liquid milk plants. According to-
Phase I of the Plan of Operatio~, construction of first round expan-
sionof milk processing facilities in each city will be initiated. Ac-
cordingly a ceJ?tral processing unit (referred to as the Mother Dairy) 
is a compact pl,ant of modular design, which is -such that each element 
is supplied ready for rapid inst~llation and, easy connedion with the 
plant's system for distribution of steam, electricity and water. The 
main characteristics of the Mother Dairy are bulk reception and des-
patch of milk, eliminating the nee,d for cans and bottle washing facili-
ties, the m,e of vertical insulted milk storage silos-and a consequent 
reduction in the required floor space of approximately 50 per cent com-
pared with conventional dairies. The dairy is designed tn receive 
milk in bulk from rural feeder dairy and has not to set up its own 
milk procurement organisation in rural areas. 

3.15. The processing system of a Mother Dairy is a versatile one. 
Each such plant can process upto 400,0001200,000 Htres daily of fresh 
liquid milk and/or butter oil and skim milk powder combined into 
liquid milk. The use of higher-temperature pasteurising, combined 
with chilling the finished product to lower temperatures, ensures a 
longer than usual life for the finished products. 

Despatch of each DairY dairy's output of 400,000 litres can be 
achieved by the use of 16 to 25 bulk-milk tankers compared with the 
200 trucks which would be required for a conventional plant of simi-
lar capacity. These tankers can be used day and night to move the 
dairy's output to the ending points throughout the city, unlike the 
conventional system under which bottles have to reach the booths 
at the appointed hour and then there is another trip to collect the 
empties. 

3.16. The Mother Dairy System incorporated several advantag .. s-
over the traditional dairy. The system eliminates substantial capital 
investment specially in costly equipment such as bottling plant etc. 
thus leading to a substantial reduction in the delivered cost of a litre 
of milk. Besides, the system reduces the time required far construc-
tion from three years for a conventional dairy to a year. Above all, 

, the system ma,kes available clean wholesome milk for longer hours-
it is one step towards 'marketing' milk instead of rationing. 
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, Since the system wa,sintroduced in Delhi it has evoked consid~­
able interest in many State Governments and other d·airy organisa-
tions. 1'be""1fIjI1B has already received firm orders from the Gov-
ernments of Tamil N adu and' Kerala and the Baroda District Coope-

'rativeMflk Producers' Union Ltd./for a number of these units for 
market-tests prior to large scale commercial application. In the 
meanwhile the NDDB is continuing its research work with a view to 
improving the efficiency of the system. 

(i) Mother Dairy. Delhi 

3.17. The dairies in the four major cities of Bombay, Delhi, Cal-
cutta and Madras had combined capacity of 10 lakh litres daily 
against the estimated demand of 32 lakh litres in 1970. To begin 
with the capacities of the existing dairies were expanded to 15 lakh 
litres. In order to capture a majority share of the market. Opera-
.tion Flood proposed the construction of New Dairies in the four cities 
thereby increasing the combined capacities to 29 lakh litres by the 
end of thE! project. 

3.18. It has been stated by IDC that the IDC's project report re-
commending the construction of the New Dairy at Delhi with 200 
Bulk Vending Units at the cost of Rs. 471.47 lakhs was submitted 
to the Ministry of Agriculture and the Planning Commission in July, 
1971. The project report envisaged the completion of the dairy in 
August, 1973. However, the IDC received the Government's sanc-
tion to the project 13 months after the proposal was submitted. In 
addition, there was an inordinate delay in acquiring the site for the 
New Dairy. When the Delhi Development Authority finally handed 
over the site on June, 16, 1973 there were only 60 days left to con-
struct a 4-lakh litre dairy. There was also considerable delay in the 
acquiring 'of the sites for the vending units. The IDC initially select-
ed the required number of sites strategically located for maximising 
sales. Because a number of public agencies were involved in arriv-
ing at a decision to hand over the sites a serious delay had already 
occurred in the process of decision-making. What is more, many of 
the sites finally handed over to the IDC were not the best selling 
milk. The matter did not end there. When action was initiated to 
establish the booths, the Urban 'Art Commission required that 
changes be made in the basic design of the booth which raised the 
cost of construction still further. 

3.19. Situated on a 38-acre plot at Patparganj (Delhi), the New 
Dairy with the capacity for prOCessing 4,00,000 litres of milk per day. 
has been built at a cost of Rs. 300 lakhs, imported equipmE'nt repre-
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Rftting Rs. 80 lakbs. In addition, it is expected that the 200 vending 
units proposed to be estabUshed in the city will cost Rs. 171 lakhs. 
The Dairy is designed to receive fresh milk (from the Milk Grid), 
pasteurise, standardise, and homogenise milk. ~ D8lry is also de-
ligned to augment fresh milk supplies with milk' recombined from 
wkimmed milk powder and fat. The Dairy sells pasteurlscd and 
homogenised milk containing 4.5 per cent fat and 8.5 per cent solids 
non-fat, at Rs. 2.20 per litre (rate reduced to Rs. 2.00 per litre from 
.15th December, 1975 till 31st March, 1976). They pay to the farmers 
@ Rs. 1.81 per litre. 

Through the use of modem technology and stringent quality con-
trol system the Dairy ensures that the milk remains fresh and 
hygienic until it reaches the consumer. After pasteurisation the milk 
is chilled to 2 degree Centigrade by a special Glycol Chilling Machin~,~ 
before it is despatched to the vending unit. At the vending unit., the 
milk is stored in a refrigerated room at 5 degree Centigrad~ 1ft order 
to prevent bacterial growth and consequent deterioration of milk. 
Quality control is strictly enfOl'0ed at all levels including at the 
booths by darwing sampl~ as well as surprise checks in Qrder to 
ensure that the milk at all times adhere to standards. 

3.20. The New Dairy was commlssioned in December 1974 with four 
vending units operational. By the end of November, 1975,61 vending 
units were operational. It is expected that by the end of March 197~, 
'200 units would be installed and fqnctioned. The vend-
ing units are manned by concessionaries who are ex-service men. 
It has been stated by IDC that the experience in Delhi so far indi-
cates that the system enjoys a high degree of t"Onsumer acceptance. 
The total milk sold through the uuits increased from 1500 litres in 
December, 1974 to 24,000 litres in November, 1976.* The dairy draws 
Its milk supplies from the milk sheds of Uttar Pradesh and Haryana. 

3.21. A:sked about the reasons for long delay in sanctioning the 
project rel)ort of new Dairy by Government, the Ministry stated in a 
reply afte r evidence that the Dairy was not to have conventional 
system of sale of milk in bottles, but the distribution was to be 
through bulk vending milk booths where pre-determined quantities 
01 milk were dispensed into the customers container.@ The proposal 
was received by Government in July, 1971. The NDDB had mean-
while taken up construction/fabrication of bulk vending booths local-

*About 68,000 Iitres per day at the end of March 191". as intimated by mc at 
the time of factual verification. 

. ' @At the time of faerual verification the Corporation stated:-

c<Th'~ correct pos!tion is that the decision about manufacturing of bulk vending 
units indigenously instead of importing them, was taten in the meeting held in the 
Ministry on 13th September, 1973. Till then, the proposal was to import the 
bulk vending units" 
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ly instead of importing the units. Afterobtainillg dear8llce :froa 
different departments including the Department of Supply, Ministry' 
of Works and Housing, Plannjng Cominission and the Ministry of Fill-
ance, the sanction of Government was issued in August, 1972 which 
included the construction of the 2nd Dairy in Delhi along with 200 
bulk milk vending booths on a turn key basis. 
. 3.22. Asked about the criteria for selecting the location of milk 
booths in Delhi under Mather Dairy, the Ministry in a reply after 
evidence stated that the Department of Agriculture had given 
guidelines to NDDB that the selection of sites for location of bulk 
milk vendipg booths for supply of milk by the second dairy ill 
Delhi should be made on the consideration that areas in the wall-
ed city, the new colonies that had come up in and around Delhi, 
and the areas where the DMS had not fully satisfied the demand 
through its booths, should be catered first. This involves selec· 
tion of sites in consultation with the residents &f the area and 
clearance from the local municipality or the Delhi Development 
Authority as the case may be. The Commissioning of bulk vend· 
ing booths also requires electric water and sewerage connection. 

3.23. On being asked whether they proposed to set up milk 
booths in waIled city of Delhi and other remote localities (includ .. 
ing Jhuggie/Jhonpri Colonies) of the city, the Ministry stat-
ed:-

"Yes, sites have been selected in the walled city and also in 
the J. J. Colonies and the NDDB has already request-
ed the concerned municipal authorities or D. D.A. for-
requisite clearance." 

3.24.. Dealin~ with the ~uestion of management IQf the New 
Dairy, the !DC has stated in a note after evidence that:-

"When the question of setting up the New Dairy came up, 
under instructions of Ministry of Agriculture, the Delhi 
Milk Scheme took steps to find suitable location and 
for acquisition of land for the New Dairy. At that stage, 
the Chairmn, IDCINDDB indicated to the Ministry 
that as DMS had some· serious problems with regard to 
its own running, it would be desirable to operate the 
New Dairy through a separate management such as an 
autonomous corporation. The objective was that the 
New Dairy should be able to function as a viable and 
efficient dairy organisation uninhibited from the pro-
blems of the DMS. It was also felt that the new Cor-
poration set up to manage the New Dairy might take-
over the DMS later on. 
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Prolonged discussions took ~ace and the Ministry ultimate-
ly p~oposed the idea of fonning, a C?mmitt~ h~a~~d, by 
Dr .. V. Kurien, Chairman, iDCfNDDB 'to ·tempora.iilY 
run and handle both the New D~i:ty' and. J~'_e~ist1Pg 
Delhi Milk Scheme Dairy. UltimatelY,this l'rop(;sll 'did 
not materialise. Meanwhile,'the New Dairy be.c~ine 
ready for trial runs and commissioning "and the' IDC' 
requested the Ministry of Agriculture to take 'over 'the 
Dairy. At this stage the Ministry of Agriculture decid-
ed that until a final decision on the future set up of the 
Dairy is taken, the NDDB· which had constructed the 
Dairy on a turn-key basis should be entrusted with the 
job of trial runs-and commissioning th~ 'D8:irr~r ': nJ 

Meanwhile the Ministry of Agriculture asked the IDC to 
submit a proposal for setting up of a subsidiary of IDC 
to run the New Dairy at Delhi. Such proposal has been 
submitted by the IDC to the Ministry of Agriculture 
but the Government decision is not received so far." 

3.25. Asked about the specific reasons for taking a decision re-
garding the new dairy plant at Delhi to be run by another Cor-
poration, the Indian Dairy Corporation in a reply after evidence 
'stated that "even before the Mother Dairy was established, the 
Government was conSidering conversion . 6f the existing Delhi 
Milk Scheme into a Corporation. The object of keep in g Mother 
Dairy as a separate organisation is to run it on commercial basis 
and to insulate it from the existing Delhi Milk Scheme which is 
infested with disciplinary and administrative problems and has 
a disproportionately large number of employees. Once the New 
Dairy Plant at Delhi settles down as a separate unit, it will ~e 
instrumental in improving Delhi Milk Scheme also. 

Another alternative w.as that two separate Corporate bodies 
might run the two dairies so that there would be some element of 
competition in management in the interest of consumers. lIn such 
case, there should be a body to coordinate tlie functions of the two 
corporate bodies." 

3.26. When asked whether these would not be overlapping of 
functions of the DMS and the Mother Dairy in Delhi, the Corpora-
tion stated that:-

"No over-lapping of the functions is visualised, on the other 
hand, the Mother Dairy will ensure continuance of sup-
plies in the event of work stoPl*:ot or plant failure in 
the other plant or vice veTsU." 
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3.27. As to the relationship of Mother Dairy Sub~diar:rih'Detiu 
with the DMS, the Corporation stated that "the Mother Dairy is 
onlY11pn .trial run'now. When this is taken over by the MmiStry 
of Agri.au1ture or by the agency to pe named by the MiniStry .of 
Agr~~ulture, the Ministry of Agriculture will decide the relation-
ship~~' , 

.c; ••• ' , 

4.28. In this connection the Ministry in a reply aWerv eviderice 
stated that "the 2nd dairy in Delhi along with 200 ~lk'~nding 
booths is yet to be completed ancl' handed over to thEt'd~~ri-rnent. 
Therefore Government has not taken a final decision1fn tt~~ to 
agency which should be entrusted to run the second dairy£ifiUbMhi. 
The proposal of 'the IDC for a subsidiary company under the IDC 
to run the dairy is one of the alternative proposals und~rcoIl'St:.r 
deration. No decision has been taken as yet." 

3.29. Asked whether it was necessary to have separate or~anisa.~ 
tions to run the Mother Dairy of IDC and the already existing 
DMS, 'the Ministry stated that, the whole issue relating to'the 
agency which would ultimately be entrusted to run the dairy," 'to~ 
gether with various alternative ipcluding a separate corporation:' 
as a unified agency to run, both the DMS and the second dairy was 
under consideration of 'the Government. . 

3.30. It was stated by the IDC that in its view the Dairies in 
the metropolitan cities should be run by corporate bodies with 
effective representation from producers of 1heir milk sheds. In 
case of Delhi, it would be desirable to have representations from 
feeder-balancing dairies located in the milk shed areas of Haryana, 
Punjab, Rajasthan and Western UP which would undettake to 
supply milk to the dairies at Delhi. 

3.31. [n this connection, the Ministry stated that the above sug-
gestion for giving representation to various interests would be 
given due consideration as and when a final decision was taken. 

3.32. On the Committee enquiring as to whether the economics 
of the project had been worked out, the Corporation stated that 
"the Mother Dairy in Delhi, whether it is to be run by a separate 
Corporation or as a departmental undertaking, is justified on the 
basis of economics. The main feature of the Mother Dairy is lower 
cost of processing and distribution so that the producers an,d consu-
mers benefit and the Dairy is not saddled with any losses." 
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(Ii) Jlotl&e'r Deli,., CIt BombClfl 

3.33. UDder Operation Flood Project, it was decided to eet tIP 
a Mother Dairy at Bombay with a capacity 10 handle 4 lakh litnB 
of milk per day. The Agriculture Department of the Maharashtra. 
Government proposed. in July, 1971, the setting up of the rJlJW 
dairy at Bombay at an estimated cost of Rs. 769.50 lakhs. The· 
Indian Dairy Corporation suggested to the Agriculture Depart.. 
ment in November, 1971 to consider the concept of the Mother 
Dairy for Bombay at an estimated cost of Rs. 471.47 lakh on the-
same basis on which identical dairies had been sanctioned at Delhi 
and Calcutta. 

The main characteristics of the Mother Dairy are bulk recep-
tion of milk, the use of vertical insulated milk silos located outside 
the building and distribution of milk in bulk-elimiliating the need 
for cans and bottle washing and reception facilities with a conse-
quent reduction in floor space of about 50 per cent as compared to 
conventional dairies. Elimination of bottling also envisaged re-
duction on costly milk transportation system and consequent re-
duction in recurring costs on packa~g and distribution. In De-
cember, 1971, the Maharashtra Government accepted this concept 
and proposed to [DC to sanction Rs. 471.47 lakh for Mother Dairy 
Project at Bombay in addition to Rs. 39.40 lakb fur reclamation of 
the project site. As proposed by the Maharashtra Government the 
IDC accepted (January, 1972) in principle the establishment of 1he 
Mother Dairy at Kurla and sanctioned a sum of Rs. 15 lakh for 
land reclamation. The National Dairy Development Board was 
engaged by the Maharashtra Government as consultants for civil 
work. The rest of the job was to be handled by a special Cell 
created for the purpose by the Agriculture Department of Maha-
rashtra Government. The Construction of the Mother Dairy at 
Kurla started in Sep1ember, 1972. However, in October, 1972, 
the Maharashtra Government forwarded an estimate amounting 
to Rs. 880 lakh for the Kurla Dairy. The Maharashtra Government 
was intimated in November, 1972, that it would no1 be possible 
for !DC to agree' to this proposal and they were advised to reduce 
this estimate appreciably. The Maharashtra Government agreed 
to this suggestion and issued a sanction order on 25-7-1973 amount-
ing to Rs."521.83 lakh for establishment of the Dairy based on the 
bulk vending system but without committing to this system.. 
These proposals, however, could not be scrutinised in IDC since 
details of cost of indigenous equipment and their installation were 
not furnished and also the distribution system was kept open. 



33 
. ~, • ....! 

• 4, .. 

Nevertheless, pending fin.alisation of the estimates, the IDC Boanl, 
in February, 1975 Sanctioned a sum of Rs. 486.47 lakhs on Kur.IIa 
Dairy (including Rs. 15 lakh for land teclamation) based on the pro-- ~ 
ject estimates of the identical Mother Dairy, Delhi SO that work-
can go on uninterrupted. The IDe also advanced funds and provi-
ded imported equipment. 'The Maharashtra Government in Octobert ' 

1974, wanted to earry out trials with two bulk vending machiJlet-; 
and asked for finance for the purpose. The IDC agreed to thJs: 
proposal and requested the Maharashtra Government not to go 
ahead with their plans to instal bottling pl~t pending trials on: 
bulk vending machines as it would not be possible to alter the dairy 
and distribution system once the bottling plants were installed. It· 
has been pointed out by IDC that it has not been possible to under-. 
take these trials to date (February, 1976) as it has not been possibl.~. 
for the Maharashtra Government to provide two sites for this ~ ... 
pose. Later in March, 1975, the Maharashtra Government intimated 
its intention to distribute a minimum of 2 lakh litres of milk in 
bottles and installation of bottling plant in such .a manner as to per-
mit expansion upto 3 lakh litre per day and the balance of one lakh. 
litres of milk was proposed to be distributed in plastic sachet packets. . 
It was pOinted out to Maharashtra Government that IDC could .. 
not agree to sachet packing due to its dependence on petroleum based. 
products and the high costs involved in milk packaging and delivery 
as compared to the original concept of the Mother Dairy on bulk 
vending. Furthermore, millions of plastic sachet will increase poIlu-. 
lation problem. . . 

3.34. The Kurla Dairy was on trial run from October, 1975 and 
the formal commissioning was done on February 9, 1976. It is stated 
that Maharashtra Government propose to adopt the following W$:-
tribution pattern:-

(i) 1 lakh L milk/day through ! Land 1 L Sachet packets. 

(ii) 1 lakh L milk/day in cans; and 

(iii) 2 lakh L milk/day in mobile tankers. 

The Sachet packing machines which were earlier functioning in 
Worli Dairy have been transferred to Mother Dairy, Kurla. 

3.35. IDe is a waiting estimates of the complete Kurla Project in-
corporating the final decision of Maharashtra Government wit~ 
regard to distribution system. 
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(iii) Mother Dairy at Madras 
;J" .• J'.~ _ ! ... ..J~. ·t ~,f" '1_: 

3,i6. ~t i!;_ sta.~ tha~#le ins}al1~n of t~e ~w ,.,Mqtiler Dairy of 
2,OO,QQQ li."e~ca'pa!;!ty. ~"t IYJadr~'jit.,~ ~omple~J; f'!~pt;(pr, ain&-
tall~ of. C;IP ~ which is, uncle%: progr~s. Jl'he Tam.il Nadu 
DailO".pevelopm~t Corporation (TNPDC) lTcls d~idedtQ start with 
50 ~,v~!lcUng ~ts~,Final decision.regarQing .the complete pattern 
of ciiat~~tion; ,oi. milk .. ~ yet to be takeQ by the TNDDC. . It is ·;un., 
der~()Od th~ .the TNODe is going to instal some sachet packing 
macJlPles V\thichthey hav~ alr¥dy got for the existing dairy at -t . .. ... 

Maqhavar.am. ( ; 

The Dairy was expected to be commissioned during August-
September, ,1975, but it has been stated by !DC in a note after evi-
denle that "the Dairy has IlJOt yet been commissioned. There are 
still· some items to be completed and the vending booths to be ins-
talled after the sites are located." 

3.37. In a subsequent reply (March, 1976) the Corporation stated 
that the trial runs of the Dairy. Madras had been started from 
December, 1975. Three bulk milk vending machines had been com-
missioned. Remaining 24 units were under construction. The Tamil 
Nadu . Dairy Development Corporation desired to distribute some 
milk in sachet packs. ~ 

(iv) Mother Dairy at Calcutta 

3.38. The construction of the new Mother Dairy of 4,00,000 litres 
capacity at Calcutta is stated tJo be in progress. The imported and 
most of the indigenous equipment have reached the site. The Dairy 
is expected to be commissioned by mid-1976. The IDC has informed 
the Committee that the West Bengal GQvernment is considering 
the following distribution s~stem:-

2,00,000 litres milk per day in cans, 

10,000 litres of milk per day in bulk vending units and the re-
maining 1,90,000 litres of milk in sachet packing. 

The IDC has agreed for the distribution of milk in cans and 
bulk vending units but has not agreed for sachet packing. The mat-
ter is being considered by the West Bengal Government. 
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3.39. Asked about the steps taken to ensure that the daiI"y would 

'be c~~i~siQq~«! _~()Clf~g, .t~J;;chash!i&, 'the Co~atidHlOsta'ted i&at" -
"the (fairy is expecteq to be commis~9i\1!d by1Uune,:t~76. It is hopea~" 
that the distribution system will be finalised by that time. The 
WesJ :e~n~M ~yerI1fI1~I'f~AArFerj1jeQU~.ttmalise the Ml~ 
min1t13{rati~~.A~~¥P~JJ"~g;·~~~i.and ~b person- ... 
neL! ~~lllHttt~r" ha~.~ {tia~E;~ ijop I~t, a bighlleve1l."and the'lIDC • 
has "been assq~~4, th~t f\PP'f\cwr~l~~tep$j .are <beiI1.g, :tilkeili.in.,' these 
direct~0Jts.~'.. ',' " ''1!,; l."", • ,l" . 'dr" .ill .. i ,\.',,~.' ,..:. J ~ ,:I 

3.40: fn .~' subse~u~nt ireply . ~ ~t Mk,1icr'h,lP76}, the ... "~orpo~~twn,;. 'f 
further ~tated:- ." c'.; ".J;"', 1.'", • I , • 

. :_, N. ~;-'f ,.' -,.!t4 ~} .. ~ )' 

.,1 "''Fhe:tlairy-will be cl'nWplete by'IAtterhalf6f 19'16.-The pdjject 
. . .authorities decided in . A'tigMt',' 19~ to' distribute milk I in 

the following manner::"'-
• ~ ,.!1 , . 

(i) 2 lakh litresof milk per day through milk cans; 
(ii) 1.91akh litres of milk per day through polythene sachets 

and 

(iii) lO,OOOlitres per day through bulk vending system. 

For the time being arrangements are being made to distribute 
2 lakh litres in cans and abou.t 10,000 litres through bulk 
vending units." 

3.41. Asked about the coordination amongst the dairies opened 
under IDC Programme and the dairies already working in the cities 
to ensure that all parts of the city and aU sections of populations are 
fully covered, the Corporation stated that "in Bombay, Madras and 
Calcutta, the existing dairies as well as the new dairies (being set up 
under Operation Flood) are being operated Or controlled by the 
State Governments. In Delhi, the existing dairy is being run by the 
Department of Agriculture, Ministory of Agriculture. The new Dairy 
is likely to be run by a public sector undertaking to be sponsored 
by the Department of Agriculture, Ministry of Agriculture and there-
fore the Ministry of Agriculture will arrange for its coordination. 
The Ministry of Agriculture and the State Governments concerned 
are likely to see to the opening of retail outlets to ensure that all parts 
of the city and all sections of the population are fully covered. In 
the milk sheds of the metropolitan cities, there are no existing dair-
ies and only new feeder Ibalancing dairies are being set up to mop 
up marketable surplus of milk. It will be necessary to ensure co-
ordination between these feeder balancing dairies and the city dair-
ies so that a national milk grid can operate satisfactorily. The IDC's 
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r~poi1s1bllity ud autliOrity will Deed to be sti'eJi,thened if it· . eft . 
tively to maDaee the milk grid" , , ... ~.' ! a. ..• U:i ee-

. I;~ iia~ C .... ittee bOte thM is "iit bilihase I of the '(}perat .. 
~, \k IDC evolved a "ntr" proeessba, system, otherwise eaII-
W ~Mother Dairy'. The Committee He informed that thoUl'h t .... 
torpontion submitted the projett report for the construction of dIa" 
lWother Dairy at Delhi to the Ministry of A,ric:ulture and the p_~. 
Ding Commission in July, 1971, the sanction of the Govermnent wo-
,isSUed iD Aaplt, l.t72. The DaIry which was to be completed ha 
Augult; 19'13 was actually completed and commissioned in Decem~, 
U'1," It bas been .tlted that siDee the Dairy was Dot to have the 
,Htiveliiional ~'Ittnl of sale in bottles but through bulk vending milk 
'~oths, the tlWilnce of the proposal by cWferent departments took 
time. E",,*tllen, the Committee regret to observe, there was no jus-
tificatioa tor the Government to take 13 months to issue sltD('tion to 
the pro~ect which ultimately resulted in delaying the completion 8Ild 
comlltDsioning of the dairy. 

The Committee are itU8i'Dled tbat one of the reasoD'S for the delay 
in commissioning was th~ inordinate delay in acquiring the site for 
the Dairy wbich was stated to have been handed over by the Delhi 
Development Authority in June, 1973, i.e. about 60 days before the 
stheduled date of commissioning. There was also considerabJe de-
lay in acquiring sites for the vending units because a number of agen-
cies were involved in arriving at a decision in this regard. The Com-
mittee cannot appreciate the delay on the part of the Delhi Deve-
lopment Authority and otber bodies in acqui:fing/deciding sites for 
the Mother Dairy and the vending units. They feel that the Ministry 
sbould bave come forward and used their influence with t:he loc'" 
authorities to cut sbort the delay and helped the Corporation/NDDB 
in expediting the completion and commissioning of tbe Dairy. 

:ua. The Committee are informed tbat, according to the guide-
Imes 'issued by the Department of Agriculture aroos in tbe walled 
~ity, the new colonies that had come up in and around Delhi and 
the areas where the Delbi Milk ScbeDie bad not fully satisfied tbe· 
't!emand through its booths were to be catered to first. They do not 
''liink tbat all tbe areas of South Deibi, wbere most of the 61 hootbs 
'set up by November, 19':'5 are located, satisfy tbe criteria laid down 
:in the guidelines issued to the NDDB in tbis regard. They would 
'like to stress that tbe NDDB/Corporation should bear tbese v,uide-
'lines in mlnd and set up hooths first in tbese areas which are at 
'present ricit served Or inadequately Served by the Iklbi Milk Schf'me 
'so'that there is equitable distribution of milk in all the ~. of Delhi. 
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3.44. The Committee note that though sites have been selected 
:11" NDDB/Corporation for Dew vending units in the walled city 
.ad,.J.J. Colonies~ the clearance of the concerned Municipal autho-
rities has not been received. They 'would like the NDDB/Corpora. 
tion to take up the matters with the Municipal and local authorities 

··..t-ille.-highest level and settle the matters expeditiously. They feel 
.ia such eases the Ministry should voluntarily lend full support to 
the IDC/NDDB in getting prompt clearance for its proposals from 
. the Municipal authorities so that the target of setting up 200 booths 
.hy 31·3·1976 which the Corporation has set for itself can be achiev-
..ed according to schedute and the people of these areas, particularly 
~he economically weaker sections of people in 1.1. Colony can get 
milk. without any difficulty. The Committee would like the Minis-
try /Corporation/NDDB to impress upon the local authorities/DpA 
that provision of sites for milk booths in new localities which are 
Iteipg developed or which may be developed in future should be 
part of the integrated planning in the new colonies so that there are 
DO delays as and when it becomes necessary to open booths there. 

3.45. The Committee need hardly stress that the working of 
machines and other equipment at each vending unit should be kept 
under continuous watch and, as and when any defect comes to 
notice, the Corporation/NDDB should ensure that it is attended to 
promptly to avoid inconvenience to the consumers. They hope 
that the Corporation has made regular arrangements to check the 
quality of milk in the vending units before the commencement of 
sale to ensure that the milk dispensed is of the prescribed standard. 

3.46. The Committee note that initially it was proposed that as 
DMS had some problems in regard to its own running it would 
be desirable to operate the New Dairy (Delhi) through a separate 
management such as an autonomous Corporation. Later a proposal 
was mooted to form a Committee headed by Chairman IDCjNDDB 
to temporarily run both the DMS and the New Dairy (Delhi) but 
this proposal did not materialise. Meanwhile the New Dairy was 
ready for commissioning and the Ministry of Agriculture decided 
that until a final decision is taken in the matter, the NDDB which 
had constructed the New Dairy on a turn-key basis, should run the 
New Dairy. The Committee are informed that a proposal for set-
ting up a subsidiary of IDC to run the New Dairy (Delhi) has been 
submitted to the Government, but no decision has been taken in 
the matter so far. 

The Counnittee regret that the decision as to which agency will 
ultimately run the New Dairy (Delhi) was not taken before the 
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co~ucdon ·of'the·tlairY,:~,~~· W:;$hat. tlae ~ .coultl·-l!rie Men 
!assooaated' with the Dairy rigl1t from. tbecqns4'udion !&tage ·.d 
m.de;all arra~gements to o';ganise the. retaiJ..sale.·ofmilk 'and fiBa-
lise' 'other arrangements well in t~~. or a.tleast before,it was com-
missioned. It is all the mo:w;e regrettable ,*bp.t. J~ deeiIsioahas. Dot 
been taken even after one year of the commissioning of the Daay. 

t , 

3.47. The Committee need hardly point that now when'there are 
two public sector dairies in Delhi, Government will have to take 
steps to avoid duplication of efforts and overlapping of functions, 

,arrange judi~ious location of booths in all '~rts of the city and en-
'sure equitable distribution of milk among all sections of people. 
They are of the opinion that one. integrated organisation to manage 
and control the affairs of both the DMS and the Delhi Mother Dairy 
will not only go a long way in achieving these objectives, but will 
also mak it possible for the Management to keep the overheads on 
stal and fuel costs on transportation low, guard against unwhole-
some competition among milk producers and give them a fair clWll, 
achieve economies of scale and pass on the, benefits of low costs to 
the consumers. Needless to say, the integrated management of the 
two dairies will be able to bring about optimum utilisation of the 
bottling capacity of DMS and the storage capacity of the New Dairy. 
The Committee stress that Government shqnld not lose any more 
time in taking a decision on the structure of thoe integrated agency 
to run the two dairies in the iarger interests of the consumers and 
producers. If, however, the two dairies have to remain as separate 
units for some time tiII the organisational structure of one integrat-
ed agency is finalised, the Committee would like the Government to 
make some suitable functional arrangements to bring together the 
heads of the two dairies so as to ensure coordination in their activi-
ties and integration in their planning during the interim period. 

3.48. The'i Committee recommend that the two dairies in Deihi 
should immediately conduct under the guidance of the Ministry, a 
joint survey of the area-wise milk demand in all the parts of Delhi, 
modality of distribution preferred by each locality and evolve a 
joint and long term strategy for setting up new or additional vend-
ing units/booths, consistent with their present capacity and future 
expansion so as to progressively cover all parts and all sections of 
the people of the city in a planned manner. They would stress that 
while setting lip new milk booths the iocalities where economically 
weaker seciions of society reside predominantly should receive prior 
attention and so long as there is price differential between the milk 
distributed by the two dairies, the opening of milk booths should be 
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so plaDllect' that W1hs • ofdleapH; imilk are p~hably' ._penetl' in 
Ioc:alities of eeoillelnkally '\tIreaker sectiens. , .• 

3.49. The Committee also hope that the existing public sector 
dairies and the New Dairy in Bombay, Calcutta an~ MadJ,'8& will 
also be advised to conduct joint surv~ys to plan aD . hatecrated ap-
proach in ;regard to the opening of ne~ booths so as to ensure ,.ven 
distribution of booths and equitabl~ supply of milk iB' aU the doca-
lities. 

3.50. Needless to say that tbe Delhi Mother Dairy is a new ex-
periment and its working is being keen.y watched not only b.,' the 
people of Delhi but also by the people of Bombay where Mother 
Dairy has recently been commissioned and the people of Calcutta 
and Madras where such dairies will short.'y be commissioned. . The 
Committee net;d hardly point out that the management should not 
spare any efforts to ensure its economic and efficient working and . 
earn consumer satisfaction so that its success sets the pace for other 
dairies and prepares the base for future schemes to subserve the 
underlying objects of 'Operation Flood'. 

3.51. The Committee note that the construction of the Mother 
Dairy at Kurla (Bombay) started in September, 1972, and though 
the establishment of the Dairy was based on the bulk vending sys-
tem, the Maharashtra Government, it is stated, did not commit 
themseives to this system of distribution. ,The State Government 
wanted to carry out trials with two bulk vending machines to 
which the me had agreed. The Committee are, however, surprised 
to note that it has so far not been possible to undertake the trial of 
bulk vending system as, according to the Corporation the Mah. 
rashtra Government was not able to provide two suitable sites for 
this purpose. The Committee are informed \bat the Maharashtra 
Goyernment intended to distribute _ a minimum of 2 lakh Jitres of 
milk in bottles to be raised to 3 lakh litres later on and to distribute-
the balance of 1 lakh litres of milk in plastic sachet packets to 
which the IDe was not agreeable. The Committee I~arn that the 
Kurla Dairy has been formally cOmmissioned on 9th February, 
1976, and the Maharashtra Government propose to distribute milk 
through sachet packets (11akh litres), cans (11akh litres) and mobile 
tankers (2 lakh litres). The Committee will be interested to know 
about the experience of the working of this Dairy. 

The Committee are concerned to note the ~ack of agreement 
between tbe Maharashtra Government and the IDC in regard to 
the distribution modalities. They regret to observe that an im-
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}lertant question like this was not finally settled before the eom-
.-iMioninc of tile Bombay Mother Dairy. They feel that in a sit-
_tion like this, the Ministry should have intervened B:Jld taken 
initiative to resolve the problem well in time. They would like 
that at least now the Ministry should take up the matter with the 
:state GoVeI'D~t in the light of the Committee's observations in 
tile subsequent section on "Distribution Syst.m" and resolve the 
problem so as to ensure efficient distribution of milk at most econo-
mic cost to the satisfaction of consumers. 

3.52. The Committee find that cost estimates of Bs. 521.83 lakbs 
'fer the establishment of the Dairy incorporating the finat decision 
of. tlie Mabarashtra Government with regard to distribution system 
are still await,d by the IDC. The Committee would like, the Cor-
poration to obtain the details of the cost estimat. from the Maha-
rashtra Government without further delay and finalise the matter 
,expeditiously. 

3.53. The Committee note that the Mother Dairy at Madras which 
was expected to be commissioned during August-September, 1975, 
,has not been commissioned so far though the triai runs have been 
started from December, 1975. Three bulk vending units have been 
commissioned and the remaining 24 Wlits are stated to be under 
construction. The Committee suggest that Corporation should 
take all measures in consultation with the State agencies and local 
authorities to ensure that there is no further delay in commission-
ing thq Mother Dairy. As regards the distribution system to be 
adopted by this Dairy, the Committee have made observations in a 
subsequent section of the Report. 

3.54. The Committee are informed that the Calcutta Mother 
Dairy was expected to be commissioned by June, 1976 and the me 
had been assured by the West Bengal Government that appropriate 
steps for setting up the administrative machinery to run the dairy 
and train the personnel were being taken. They are now informed 
tha! the Dairy will be completed by later half of 1976. The Com-
mittee are unhappy to note that there will be slippage in the com-
pleting and commissioning of the Mother Dairy. They stress that 
the Corporation/Government should take stock of the position, in 
consultation with the State Government and local authorities, take 
concerted and ("Oncrete measures in the light of their experience in 
,other Metropolitan dties so as to ensure that the Calcutta Mother 
Dairy is commissioned without avoidable delay. 
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3.55. The Committee are greatiy disturbed to find that evea 
though the construction of Madras and Calcutta Mother Dairies has 
reacbed the final stage, final decision regarding the modalities of 
·distribution of milk of these dairies has not been taken so far. 

They need hardly point out that delay in taking timely decision 
in this important matter is sure to reflect on the timely commis-
sioning of the respective Dairies. They recommend that the distri-
bution modalities should be decided without any further delay, at 
least well before the commissioning of the dairies in these places. 
The Committee have made detailed obsrvations in this respect in a 
"Subsequent section. 

3.56. The Committee have no doubt that the Corporation/NDDB 
and the Manageme!lts of the New Dairies in the four Metropolitan 
·cities keep in mind their responsibilities to develop milk sheds in 
the hinterland and will make continuous effo ... ts in that direction so 
that as the demand grows, they can procure iarger su~plies _ of milk 
to meet the local demand. They would suggest that constant 
watch should be kept on t~e demand and supply of milk in these 
c:ities so as to ensure that supply matches the expanding demand, 
and not only the producers get fair price for thei!" milk but the con-
sumers alSO receive milk of good quality at competitive price. The 
{:ommittee would like the demand ~nd supply of milk, pricing and 
the opening of milk booths to be suitably reflected in the Annual 
Report of the Corporation. 

3.57. The Committee are informed that in Bombay, Madras and 
'Calcutta, the existing dairies and the new dairies being set up under 
'Operation Flood' are being operated or control'led by the Statf! 
Governments. They need hardly point out the need for a close and 
continuous cooperation between the existing dairies and the new 
dairies so as to ensure that there is fair and equitable distribution 
of milk in all parts of the cities and amongst all sections of the peo-
ple. Particularly the economically weaker sections of society. They 
have no doubt that some sort of institutional arrangement will be 
made to bring about close coordination between the existing dairies 
and the new dairies in Bombay, Calcutta and Madr85 to avoid dupli-
cation of efforts and overlapping of functions in the interest of their 
efficient and economic working. The Committee would like to 
invite attention to their observations made in regard to Delhi 
Mother Dairy in paras 3.47 to 3.49 and hope that these observations 
will be kept in mind while commissioning and running the Mother 
Dairies and setting up vending unj'ts in Bombay, Calcutta .4 
Madras. 
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3.58. The Committee would like that the working results of the 
Mother Dairies in Delhi, Bombay, Calcutta and Madras should be-
maintained separately so as to enable the Government and the man-
agement to keep a watch on its economics and profitability and take-
re'medial measures as and when necessary: 

C. Distribution System 

3.59. In the Draft Report presented by the second UN jWFP Inter-
Agency Review Mission, it was recommended that "to increase the 
distribution of milk in the four main centres and maximise the in-
creased processing capacity now available the following actions be-
taken: 

(a) accelerated installation of bulk vending equi.;>ment l:>y aIr 
possible means; 

(b) bulk distribution of milk in cans. Most city consumers: 
are used to buying milk from private vendors and thus; 
should have no objection to this; 

(c) maximum use of existing bottling facilities. 

(d) use ofi one way, non returnable containers. 

Such actions should also help to geneorate maximum funds from 
the balance of WFP supplies before the out off date in July, 1977. 
The team witnessed the operation of token operated bulk vending-
units in Delhi and Anand. The team also noted that the design of 
the mother dairies favoured the distribution' of milk through such 
vending units. The advantages. of bulk vending, namely reduced' 
transport costs, lower temperature milk with consequent increased 
k~ing quality, no bottle deposit or forward payment required on 
the part of the customer, and minimised risk of adulteration were aU 
significant elements to recommend the system especially in the light 
of the energy crisis. The team found however that there was local 
concern relative to application in certain congested city areas." 

3.60. It was recommended by the Mission that studies be under-
take by the NDDB to simplify, if possible, the construction of the 
bulk vending units in order to speed up the availability of additional 
units. Any possible simplification might also relieve pressure on 
maintenance expertise. It might also be useful to study the possibility-
of industrial manufacture of complete units consisting of prefabricat-
ed modules of light structU'res to be erected on concrete slabs in a 
few days. 

3.61. The Second Inter-Agency Review Mission added in their 
Report that: "Up to now, the four city milk plants continue to dis-



43 

tribute almost the whole of their outQut as bottled milk, sold from 
official booths. 'The booths are owned and run directly by the milk 
schemes, using part-time staff, and are open daily for restricted pe-
riods during each morning and evening. Milk is issued in exchange 
for tokens and the customers are required to buy blocks of tokens 
in advance. Such a distribution system is relatively inexpensive but 
it has little'regard for consumer convenience. It has worked tolerab-
ly well up to now only because the demand for pasteurized milk has 
usually exceeded the supply. For the future, the authorities, in 
some cases at least, propose to make increasing use of retail shops 
and approved agents for sales of bottled milk. 

The mother dairies will depend mainly in bulk distribution sys-
tems, and it is not intended to equip them with bottling lines. Milk 
is to be carried from each mother dairy by bulk tanker to retail sell-
ing pointe; dispersed throughout the city. 

The project authority has studied various methods of retailing 
and now believes that a system of sealed vending machines is the 
best adopted to local needs. The project authority estimates that 
milk can be sold by this method at a cost of 10 paise a litre less than 
that incurred i!l selling in bottles. They are confident that this sys-
tem can be suited to the citizens of Delhi, Bombay and Madras. 

For Calcutta, where congestion in the streets is a special problem 
in milk distribution, it is planned to set up a number of local depots 
to be served by tankers from the mother dairy. From the depots 
milk will be dispensed in cans for retailing through licensed vendors 
or consumer coa;:>eratives. Other possible systems of low-cost bulk 
distribution are also under study by the NDDB and may also find an 
important place in the overall arrangements. Distribution of milk 
in powder form may also be arranged to the extent that consumer 
preference allows. This would greatly reduce the problems of handl-
ing and quality control, and research into this possibility deserve to 
be undertaken. 

Finally, there are plans to introduce th~ more e~,C)e!lsive 'Tetra-
pak' UHT milk for the benefit of the UQper-income market groups. 

Understandably, the project authority and milk scheme authori-
ties are anxious to keep their options open as far as possible on new 
methods of distribution and as far as possible to take an empirical 
awroach, developing particular systems in the light of experience 
and consumer preferences." 



3.62. In this connection the Ministry in a reply after evidence sta-
ted that the mother (recombining) dairies were intended to be set up 
with the objective of speedier increase in the throughput of the city 
distribution system. As the proposal for introduction of tetrapak car-
tons had been drop:led, the other alternative systems of distribution 
of milk under consideration were (i) bulk vending system (ii) poly-
thene pouches '(sachets) and (iii) conventional system of glass bottles. 

(a) B'U~k Vending System 

3.63. It has been stated by the Corporation that Mexico City was 
the only place in the world where the Bulk Vending System was used 
for retailing milk. 

3.64. A team constituted by National Dairy Development Board 
visited Mexico to make an on the spot study of the system' suitabi-
lity to the Indian traditions. The t~am after its return recommended 
the use of the bulk Vending System for selling milk in India where-
Upon the Government of India commissioned the Indian Dairy CO'l'"-
poration to undertake a feasibility stUdy of the New Dairy incorpo-
rating the Mexican system of distribution. The bulk vending system 
is electrically operated and the milk in its service tank is continuous-
ly circulated and chilled. The system is comp1etely sealed and the 
milk delivery device is activated by inserting a special token. An 
attendant exchanges tokens for coins and supervise the machine to 
prevent misuse, but he does not have access to the milk supply. 

3.65. The IDC's project report recommending the construction of 
New Dairy at Delhi with 200 Bulk Vending Units at the cost of Rs. 
471 lakhs was submitted to the Ministry of Agriculture and Planning 
Commission in July, 1971. However, the Government's sanction to 
the said Project was received after 13 months. 

3.66. Asked about the reasons for delay in sanctioning the bulk 
vending system by Government, the Chairman, IDC stated that "As 

. we talked about bulk vending, the Government was a little chary of 
acca::>tlng it. becaUSe it was something new. . .. But it was knO'\\'Jl 
that this is one of the methods we shall use. As a matter of fact, 
bulk vending is the least-costly way of getting the milk to the con-
sumer. The bottling pattern would cost 25 paise per litre; this would 
cost only '15 paise per litre, so there is some saving also ..... " 

3.67. In this connection the representative of the Ministry inform-
ed the Committee during evidence that: 

"I understand the main difficulty was about the introduction of 
the bulk vending booths. This is a new idea. It had been 
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tried in Mexico and it failed there. I understand our tech-
nical officers had difficulty in reconciling themselves to 
his ide~. Even today it is too early to say whether these 
have been a success. Ori~inally, it was intended to have 
200 booths in Delhi. IDC have been telling us that they 
will be able to set these up within six months. That was 
in December, 1974. Today after a yea'!", they have set up 
61 and the offtake is 25,000 litres as against the expected 
122,000 litres. So there are technical difficulties in set-
ting up these booths. In fact, some of our technical offi-
cers are still not reconciled to the idea of these booths ..... 
Originally, they were against these bulk vending but, later 
on they approved the proposal after some time. Even new 
~ome technical officers who come and discuss say that bulk 
vending machines are difficult and unless we can watch 
their performance We cannot be sure." 

3.68. The Corporation in a reply after evidence informed the Com-
mittee that the NDDB was considering the possibility of developing 
siIlll?lified construction of bulk vending units. The present day cost 
of the machine was about Rs. 75,000/- excluding the cost of spares 
and the booths (This has now increased to about Rs. one lakh). 
These machines were now manufactured indigenously. However, in 
order to speed up the manufacture of the vending machines a proper 
manufacturing unit was need to be set-up. This was one of the rea-
sons why the roc had submitted a proposal to the Government to 
set-up a Dairy Machinery manufacturing unit as a subsidiary corpo-
ration. 

3.69. In this connection the Ministry in a reply after evidence sta-
ted that:-

"Intimation regarding steps taken by NDDB to develop simpli-
fied construction of bulk vending booths is awaited. The 
NDDB has so far commissioned 61 bulk vending booths 
which are selling only 25,000 litres of milk. A milk booth 
is expected to sell upto 2000 litres a day. The present level 
of distribution is, therefore, not enough to make a bulk 
vending booth economically viable. A Committee under 
the Chairmanship of Joint Commissioner (DD) of the Mi-
nistry of Agriculture has been suggested to go into the 
techno-economic study of the system. The Committee is 
also to assess the economies and utility of the bulk vending 

- -.---------------------------------------------At the time of factual verification, it has Ixl'n stated by the corpcraticn tt.at 
the boctha las d( signee'. by NDDB is suitable cf handling Cor.venirntly a JIUximum 
of 1,400 litres of milk per c.sy. The bulk vendirg JIllichinel ell NDDB'I design hcuse 
r,ooo litres storage tarkS. 
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booths after at least 100 booths are commissioned as sug-
gested by NDDB". 

3.70. Asked about the maintenance cost of these machines, the 
C01'9oration stated that these machines had been put into use very 
recently, and it was too early to estimate maintenance cost. The 
maintenance cost of these machines was to be borne by the Dairy 
and included in the overhead cost. 

3.71. On a suggestion that there is need to evolve an economical, 
simpler, smaller, portable, or mobile unit for distribution of milk in 
order to save capital cost, minimise maintenance expenditure, ob-
viate too much dependence on power supply, 'the- Ministry stated 
that proposed Committee would inter-alia go into this matter as well 

3.'72. Regarding working of bulk vending machines in the colo-
nies which are not fully developed having no power supply, the Mi-
nistry stated that: 

"It is unlikely that erratic power supply in the metropolitan 
cities may disrUQt supplies of milk in certain areas. To 
meet the exigencies that may be caused by power failure 
for a short duration, bulk vending booths have been pro-
vided with facilities for dispensing of milk through batte-
ries for about 3-4 hours. In colonies mostly inhabited by 
the weaker sections of the society, some milk booths have 
already been set up by the DMS and more will be set up 
after the DMS haS expanded its installed capacity from 
3.0 lakh to 3.75 lakh litres daily. The distribution of milk 
through the bulk vending booths along. with sale of milk 
bottles is therefore, expected to work uninterruptedly as 
far as possible." 

3.73. On a suggestion· regarding introduction of a simpler and 
smaller mobile vending unit which could also serve the purpose of 
providing home delivery service to customers besides generating 
more employment, the Corporation in a written ra,ly informed the 
Committee that:-

"The objective is to create more employment in the rural areas 
in the field of milk production than in the field of dis-
tribution of milk in cities. Direct employment of large 
number of personnel by dairies creats personnel and ad-
ministrative problems. The sinn.lest possible distribution 
system by a mobile unit is delivery through milk cans 
which IDe has suggested and is being used already." 

3.74. Asked whether Corporation thought of a system whereunder 
the bulk vending machines could be given to private persons on 
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loan and they might sell milk on a commISSIon basis and whether 
they have thought of having nwbile units, the representative of the 
Ministry stated during the evidence that: 

"In Greater Bombay this scheme is being tried." 

Asked about its results, he added: 
"Not with much success; they have still teething troubles. In 

Bombay City, the problem. is that they do not have enough 
space, the city is congested; also the water suWly and el-
ectric supply are erratic. Therefore, they cannot have the 
bulk vending units. As an alternative, they are trying mo-
bile vending units where they go to various localities and 
deliver milk at different timings. That is being tried. An-
other method is supplying in cans. As you will appreciate, 
because of the adulteration problem, it is very risky to 
give milk in cans. Of course, in a small way, this is being 
done." q 

3.75. The Committee desired to know the views of the repre-
sentative of the Ministry of Finance on the various systems of dis-
tribution of milk to be adopted by IDC. During evidence, he 
informed the Committee: 

"IOC's idea of bulk vending machines has to be seen in this 
context that this will open up another avenue for utilisa-
tion of the gift products. So, Government approved it, 
but there are certain difficulties. You cannot have an 
economic system with two hundred such machines. If 
you have 20,000 or two lakhs of such machines in the 
country, it will be justified and economic because a 
certain number will go out of order. Ten machines may 
go out of order and for repairing them you have to keep 
repair facilities for a hundTed or a thousana machines. 
Therefore, it will be uneconomic. 

Secondly, this requires a certain assurances of steady supply. 
We are speaking of a white revolution, but if, in spite 
of our best wishes and pray.ers, we have two successi~ 
droughts in the country, this milk 'supply will drop like 
anything and the first to be hit will be these machines. 
It is worthy trying these machines in countries where a 
steady improvement in dairy development has already 
been reached so that an assured supply will be there 
all along. 

Thirdly, taking the initial investment cost, service charges, 
etc., into account, the price of milk supplied compared 
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to the bottling, etc. may not be much. But unless you 
again decide to subsidise this milk, as we are doing in 
the case of DMS-the West Bengal Government is sub-
sidising to the extent of Rs. 3! crores in Calcutta and 
the Government of Bombay to the extent of Rs. 20-30 
lakhs-the price may be so high that the full utilization 
of these machines may not be there. The original idea, 
was that when these machines would be installed, they 
would be able to sell 2,000 litres per day by emptying 
1000 litres twice a day. This would be a good utilisation 
of the cost of the machines. Now, they are able to sell 
500 litres per day. FourthlY,these machines require 
some standard .of maintenance and handling, which, in 
this country, at this stage of developmeilt, may not be 
possible. I would suggest that, at this stage of our deve-
lopment, probably for some of the areas of our country, 
this is too sophisticated a thing. * *1 am looking at it 
purely from the point of view of the economic appraisal. 
I have no doubt in my mind that for most parts of India 
today this machine is n"t applicable. But there is a 
chance in a place like Delhi where the milk supply is 
good, people are used to take a lot of milk, of getting 
a good utilisation of more gift powder. Let us try this 
experiment. If yOU ask me abOut this machine in 
Calcutta, IT will honestly say that there it will totally 
fail. It will never succeed there. The same argument 
will apply in the case of Tetrapak. It is too sophistic at-

. ed a thing for us to adopt. We' should not go in for 
these types of sophisticated things. I am making a 
general statement. But these are capable of economic-
feasibility analysis. It may be possible in some peculiar 
areas like Delhi which is not representative of India. 
Delhi's per capita income is Rs. 1800, whereas for the 
whole of India, it is Rs. 350. It may succeed here. It will 
give us some more generation of feed. We have decided 
to try it here. But ...... uptilI now, as against 2000 litres 
per day, they are selling only *500 litres per day. They 
were started in January this year. If you take this view,.. 
then they have already failed. But it is too early to 
take this view. Let us wait for another six months or 
an year. This is the stage at which we are. After having 
started it, we do not want to condemn it." 

• At the time of factual verification, it h28 lv'en stated by th" corporation that the 
average sale of booths' is about 8'00 litres per day in Man:h, 1'76 and about 20% or 
the booths have crossed 1000 litres mark. Please also see footnote at pege 45. 
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3.76. Subsequently, the Ministry of Finance in a note after evi-
dence stated:-

"I.D.C.'s bulk vending system for higher fat milk represents 
an attempt to get round tne problem posed by limitation 
of handling capacities of metropolitan dairies. This. 
system has the merit .af doing away with the cumbrous 
bottling system and allowing bulk sale of milk. But this. 
milk is priced higher at Rs. 2 per litre and the pr'esent 
offtake is about 25,000/30,000 litres per day. Although 
IDC expects that as the number of vending machines go, 
up from the present 61 to the targetted 200, the sale 'Of 
~uch higher fat milk in the market will pick up, it is 
quite on the cards that at' this high price, Delhi Mother 
Dairy Capacity of 4 lakh litres a day m3y not be fully 
utilised. 

Apart from the difficulties arising out of small scale J(Jf oppra-
tion, requirement of additibnal space in crowded metro-
politan areas etc., the main difficulty is that the price of 
alternative milk under DMS is much lower than IDC's bulk 
vending price. With such price disparity, these bulk vend-
ing machines may not get sufficient customers for full 
utilisation of their capacity. 

It is to be noted that a large scale expansion of bulk vending 
system may not only come up against limited demand 
for such higher' priced milk but also lead to fUI:,ther con-
centration of Operation Flood funds in the metropolitan 
areas. It is t'o be noted that Tetrapack, satchet, bottling, 
bulk machine vending and bulk vending in canes represent 
different methods of milk distribution having different 
degrees of cost effectiveness. Each method may have 
some advantages and disadvantages in a particular situa-
tion. No one method will be situable for all metropolitan 
and other areas. While bulk machine vending may have 
a gOOd chance of success in Delhi, we may have to consi-
der adoption of some other' method, in some other metro-
politan areas in the given situg,tion on cost and other 
considerations." 

As an alternative suggestion, the Ministry of Finance has 
stated that "it may be in our interest to devise the cheapest 
possible methods for increased generation of funds· in the 
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metropolitan areas. In this connection, it is worth consi-
dering whether retail sale of milk carried in covered bulk 
containers may not be reso<rted to. Even though this may 
be hygienically slightly less desirable, it will enable us 
to meet the unsatisfied demand of waiting customers at 
a cheaper cost and without mu:-h delay." 

3.77. As regards, the merits and demerits of the various distri-
bution systems, the Ministry of Agriculture stated that:-

"It is too early to make an assessment of relative merits and 
demerits of each system. In so far as bulk vending 
system is concerned, a Oommittee is to go into techno-
economic study of the system after at least 100 such 
booths are commissioned, as suggested by NDDB. Large 
scale use of sachet is likely to throw up the problem of 
air pollution. The whole matter is under consideration. 
An early deciston is expected to be taken in the matter." 

3.78. The Committee DOIte that the second Inter-Agency Review 
Musion recommended that the distribution of miilk in the main 
~entres be increased and the increased processing capacity be maxi-
mised by accelerated installation of buik vendin,g equipment, bulk 
distribution of milk in canes, maximum use of bottling facilities and 
use of one-way non-returnable container. They also note that the 
Corporation decided to introduce bulk vending system in Delhi 
which is stated to have many advantages namely, reduced tranSI)Ort 
cost, lower temperature milk with increased keeping quality, no 
bottle deposit or forward payment and minimised risk of adultera-
tion. The bulk vending units which were originally intended to be 
impoll"ted, have been' manufactured indigenously at a cost of 
Rs. 75.000/- (now about Rs. 1 lakh) excluding the cost of spares and 
the booths. They are informed that the bottling pattern would ('ost 
25 paise per litre as against 15 paise per litre under bulk vending 
~ystem.. The Committee note that the representative of the Millistry 
i)f Finance was rather sceptic about the success of bulk vending 
system in Indian conditions and he also pointed out. during evidence 
that these machines required some standard of maintenance and 
handling which, in this country at this stage of devewpment might 
not be possible. The Committee see no' reason why a machine 
which has been manufa('tured in India, cannot be maintained by 
Indian engineen in working condition. 

3.79. The Committee are informed that the bulk vending system 
'Was first tried in Mexico but had not succeeded there. They learn 
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dult all Experts Committee is to assess the economics and utility of 
bulk vending booths after atleast 100 booths are commissioned. In 
view 'of the reported failure of the system in Mexico and the re-
servations about its success in India e~pressed by the Ministry of 
Finance, the Committee would like the Experts Oommittee to under-
take a techno-economic study of the bulk vending units without 
delay and submit its report within three months of the presenta-
tion of this Report so that the Government/Corporation may be able 
to take a decision about the continuance or otherwise of the bulk 
vending system before it is too late. They would like the Experts 
Committee to find out as to why the system has not su(!ceeded in 
Mexico and what preventive measures have been or should be taken 
to ensure that. the system does not fai:l in India. 

3.80. The Committee are informed by Ministry of Finance that 
while bulk v.ending units were expected to handle *2000 litres of milk 
per day, per unit, in Delhi, they have so far been able to sell @500 
litres on an average .and this is not enough to make the booth econo-
mically viable. The main difficulty in this r,egard, it is stated, by the 
Ministry of Finance, is that the price of milk under DMS is much 
lower than !DC's bulk vending price and with such price disparity, 
these bulk vending machines may not get sufficient customers for full 
utilisation of capacity .. The Committee note that DMS is working at 
a loss and the loss has been of the order of Rs. 181 lakhs in 1973-74 
and Rs. 293 lakhs in 1974-75. They are distressed to note that, on the 
one hand DMS is itself incurring heavy losses from year to year 
and on the other hand its pricing policy is having an adverse effect 
on the economic working of the bulk vending system of IDC. The 
Committee would like the Ministry to go into this matter critically 
and see how the economic viability of bulk vending system can be 
ensured in the circumstances prevailing in Delhi. 

3.81. The Committee would also like the Experts Committee/ 
Ministry to consider other such measures to ensure that the work-
ing of both the dairies is made complementary to each other in the 
larger interest of the consumers and the economic viability of both 
the dairies. 

3.82. They are informed that, as recommended by the second 
Inter-Agency Evaluation Mission, the NDDB is considerin~ the 
possibility of developing simplified construction of bulk vending units 
consisting of prefabricated modules of light structure so as to speed 
up the availability of additional units and relieve pressure on main- . 
tenance expertise. The Committee recommend that the NDDB 

·Please see footnote at page 45. 
@Please see footnote at PlIIJf" 48. 
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should finalise expeditiously the design of pre-fabricated modules of 
light structure which should not only be easier in constructio~ but 
also simpler in mechanism and operation so that the new bOOths~ 
which are yet to be set up, can be constructed speedily and maintain-
ed easily. 

3.82. The Committee are infon'ned that the Maharashtra Govern-
ment have introduood in Bombay mobile tankers which go to various 
loealities and d~liver milk at different tim~ngs. The Committee 
would like the NDDB/Corporation to consider the feasibility of de-
signing smaller bulk vending units which are not only tamper-proof 
and are able to retain the milk in good condition for a reasonable 
period, but can also be mounted on push carts or cycle-drawn carts 
and can be used like ice-cr,e>am trollies for sale of milk at the door-
steps in localities where there may be demand for such a service. 

3.84. The Committee note that Tetrapak" Sachet, bottling, bulk 
vending in machines and bulk vending in canes represent different 
methods of milk distribution having different degrees of cost 
effectiveness. Except Tetrapak, all other meth~ are in vogue in 
India. They agree with the Ministry of Finance that each method 
may have some advantages and disadvantages ina particular situa-
tion and no one method may be suitable for metropolitan and other 
areas. The Committee do not agree with the l\linistry of AgdcuIture 
that it is too early to make an assessment of relative merits and 
demerits of each system. On the contrary, they feed, that the Gov-
ernment/Corporation should have started considering this question 
seriously immediately after signing the Agreement with the United 
Nations/FAO, World Food Programme and the merits and demerits 
of the various systems should have been assessed on a pilot scale 
in collaboration with DMS and other existing public sector dairies 
and a decision taken in the light of the pilot studies well before the 
commissioning of the Mother Dairies. If the distribution system .. 
foJ' the cities of Delhi and Bombay, where the Mother Dairies have 
already been commissioned, have been decided without such a 
comparative assessment, the Committee cannot but express their 
deep concern at the wrong approach to the problem. 

3.85. The Committee recommend that Government/Corporation 
should immediately go into the eeonomics and operational efficiency 
of the various distribution systems and determine their merits and 
demerits with reference to each of the four cities, viz., Bombay, 
Calcutta, Delhi and Madras, which are to be served by the Mother 
Dairies. They would like the Government to examine whether, 
instead of introducing one flat system of distribution in the whole 



of a dty, it woOJd IIDt be better to introduce different systems in 
ditlerent parts of t~ dty after taking into account the OlVer-ali 
preference of the people of each locality, the lay-out of the locality. 
operational expenses and efficiency and &ther relevant factors. They 
need hardly point out that whatever system is chosen for any locality, 
it should b.~ operable at the maximum of efficiency with the mini-
mum of overheads so that m.iJ1k of good quality may become available 
to the common man at the most competitive prices without subject-
ing the Mother Dairies to any loss in the process. 

(b) "Tetrqpak" 

3.86. During 1970-71, a letter of Intent was issued to a private 
fum Mis. Kant & Co. for manufacture of laminated paper for Tetra-
pak in collaboration with a Swedish Firm, Mis. Tetrapak Interna-
tional. On receipt of this informatiO;tl the Chairman, IDC approach-
ed the Government not to permit such a plant to be set up entirely 
in the private sector since that may go against the interest of dairy 
industry as both pricing as well as distribution of the packages 
would be in the hands of a private company. The Ministry of Agri-
culture decided that the IDC sho.uld negotiate with Mis. Kant & Co. 
and M!s. Tetrapak International so tbat IDC can have a 3hare parti-
cipation in this venture. Accordingly, IDC negotiated with the con-
cerned parties and it was agreed that IDe's participation will be to 
the extent of 35 per cent in this venture. However, subsequently the 
Ministry stated that it would be prepared to process this proposal 
further provided not less than 40 per cent shares are given directly 
to, the IDC. 

3.87. As suggested by the Ministry of Agriculture, IDC negotiated 
with Mis. Kant & Co .. and Mis. TetTapak International. A proposal 
was sent to the Ministry of Agriculture to approve the collaboration. 

The Ministry of Agriculture on receipt of thiS proposal reversed 
its earlier suggestion and wanted that I.D.C. should ha'le R control-
ling share i.e. 51 per cent. Therefore, negotiations were staTted 
afresh but Mis. Kant & Co. did not agree to this suggestion. The dis-

{!ussions were then held with Mis. Tetrapak International who agreed 
to the proposal of IDC having 80 per cent of the share. . 

LD.C. then approached the Ministry of Industrial Development 
for a Letter of Intent for setting up a unit for manufacture of Tetra-
pak paper and for approval 00 foreign collaboration proposal. 



3.88. During discussion in various concerned Ministries, following 
points, were raised:-

(a) The cost of packing is very high and Tetrapak system will 
increase the cost of milk. Only affluent sections will be 
able to bear this cost. 

(b) Tetrapack would increase pollutiOOl because it uses some 
plastic material in the paper bag. 

(c) It is not possible to keep milk 'good without refrigeration 
in Tetrapack packing. 

3.89. These arguments were countered by the IDC in the follow· 
lng manner:-

(1) Tetrapak is not going to be the only system for marketing 
the milk. Milk in Tetrapak will be in the market along 
with bottled milk, loose milk through bulk-vending 
machines and cans. Distribution of Tetrapak milk in four 
cities was proposed only for 3.5 lakh ltrs. per day initially 
and balance 24 lakh litres\day in bottles and bulk distri-
bution in cans and bulk vending units. Those sections of 
population which can afford to pay higher price to avail 
of conveniences the system will obviously prefer this sys-
tem. 

(2) The pollution in' plastic packs of other commodities is 
much than Tetrapak system. As a matter of fact such 
system as sachet packing, use much more polythene per 
litre of milk than Tetrapak. Further more pol ythene , as 
packaging material fOl" various commodities is widely used 
in India. Tetrapak therefore 'is not going to contrihute 
seriously to pollUtion problem as the paper degenerates. 

(3) On the suggestion of the Ministry of Agriculture milk in 
Tetrapak as prePl!-red at Baroda dairy was sent to CFTRI, 
NDRI and CSIR and on examination milk was found to 
be good even though milk was processed and packed seve-
ral weeks ago and kept at room temperature. 

(4) On the suggestion of the Government, test marketing was 
done in Bombay. The report of this study was very 
favourable. 

(5) I)uring Indo-Pak War in 1971, large quantities of Tetrapak 
milk processed and pecked at Baroda Dairy was used by 
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army in border areas. The jawans liked this milk as it 
did not deteriorate for several weeks. 

(6) There are a number of advantages in Tetrapak system 
which cannot be obtained in the conventional system of 
milk supply from bottles, cans and bulk vending. 

After several meetings and discussions, the Ministry of Industrial 
Development issued the Letter of Intent and approved the foreign 
collaboration proposal in June, 1973. 

3.90. The Planning Commission also approved of IDe's proposal 
and made a provision for Rs. 3· crores for setting up a factory for 
manufacturing Tetrapak laminated paper and for progressive manu-
facture of Tetrapak machines. 

3.911. The Ministry of Agriculture, however" decided tQ drop the: 
proposal and conveyed the decision to IDC on 1st November, 1974. 

3.92. The Chairman, IDC in his D.O. letter Dt. 1st May, 1975 again 
requested the Ministry of Agriculture stating that:-

"The proposal to establlsh a long-life milk packaging system! 
via the Tetrapak technology, which has l::~e"l kept in abey-
ance all those years-but which in my view sho,uld still be: 
implemented. Armed with this facility, we would be able' 
to feed rurally-produced milk directly into the cities and 
have it marked as a grocery item. The cities wl)uld then 
not be so exclusively dependent on the urban dairies for 
milk supplies--and, the rural milk producers would have' 
an additiQnal, reliable channel for their milk. In the-
absence of this tool, it will not be all that easy to capture 
the city milk markets for the organised sector. 

I therefore, recommend that the proposal to purchase twenty-
two Tetrapak machines, to set up a laminating plant and 
to make the country self-sufficient with respect to both the-
machines and also the laminate should be reconsidered." 

3.93. In this connection, the Ministry in a note after evidence stat-
ed that:-

"The main objective of the project 'Operation Flood' was to 
enable the city milk plants to have a cQIllmanding share in 
the city distribution system and for that purpose to increase 
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the throughout of the public sector dairies. Different 
media' of distribution of milk was considered including the 
conventional system of selling milk in bottles, the bulk 
vending ~ths, the tetrapak (single seI'V'lce disposable con-
tainers and the sachets. The !DC had felt that use ,of 
single service disposable containers would help to increase 
the throughout of the public sector substantially. The 
proposal was considered by the Government in all aspects 
and the Government felt that the proposal was worth con-
sideration. In the meantime the IDe obtained a letter of 
intent and industrial licence from the Ministry of Indus-
trial Development. 

3.94. The following points were brought up for consideration of 
the Government in regard to the above proposal:-

1. Introduction of these cartons will involve a foreign exchange 
of Rs. 12.0 crores and outflow of capital; 

2. These cartons have to be destroyed only by burning which 
may cause health hazards; 

3. Some countries in Europe and U.S.A. had introduced these 
cartons and, as a result of recent research, are now revert-
ing to the conventional bottling system; 

4. The introduction of these cartons would increase the price 
of milk by nearly 20 paise per litre; al)d 

5. The introduction of these cartons would make the country 
more and more dependent on milk powder and butter oil 
and thereby the object of self-reliance in the mllk produc-
tion will be jeopardised. 

The foreign outflow was of the order of Rs. 116.64 lakhs for a 
period of 10 years or approximately Rs. 12.0 lakhs per year. There 
were disparity of views in regard to the extent to which paper and 
polythene used in the Tetrapak cart.ons could be destroyed without 
-causing health hazards. The sale of milk in Tetrapak containers 
was expected to increase the price to about 14 paise per litre to the 
city consumer. The mediUm of selling milk through Tetrapak was 
one of the alternative means and' was not intended to replace the 
conventional system of milk sold in botUes and was, therefore, not 
intended to discourage the local bottling manufacturing industry_ 
There were also disparity of views as to whether milk in Tetrapak 
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containers could stand the heat, particularly in the northern pads 
of the country. After taking into consideration all relevant factors, 
the propo,sal was dropped by the Government. 

3.95. Asked about the expenditure ineurred on this prol?o~al, the 
Ministry stated that no expenditure was incurred by the Mmlstry of 
Agriculture. IOC had infonned that upto 31st March, 1975, an ex-
penditure of Rs. 5.13 lakhs was incurred by IDCfNDDB on Tetrapak 
Marketing Programme including Pilot study. 

3.96. The Committee note that the mc had approached the 
Ministry of Industrial Development for a Letter of Intent for setting 
up a unit for manufacture of Tetrapak paper and for approval of 
foreign collaboration proposal with a view to market milk in Tetra-
pak also alongwith other systems. After several meetings and dis-
cussions, the ~mistry of Industrial Development issued the Letter 
of Intent and approved the foreign collaboration proposal in June, 
1973. The Planning Commission is also reported to have approved 
IDC's proposal and made a provision for Ks. 3 crores for setting up 
a factory for manufacturing Tetrapak paper and for progressive 
manufacture of Tetrapak machines. The Committee note that the 
Ministry of Agriculture have decided to drop the proposal in view 
of the foreign exchange element in the project (Ks. 12 crores), out-
flow of capital, health hazards involved in burning the cartons for 
disposal, increase in the price of milk by about 14 paise per litre 
etc. etc. - -

The Committee are infonned that Tetrapak milk because of its 
long life can be stored and transported without refrigeration. It 
is stated that it is tamper-proof and because of its long keeping qua-
lity without the need of any refrigeration, the consumers can pick up 
a few days requirements at a time. The long lHe milk in Tetrapak 
can reach distant and secluded areas where milk is Dot locally avail-
able and can also help the formation and operation of national milk 
grid. During Indo-Pak war in ],971, it is stated, large quantities of 
Tetrapak milk processed and packed at Baroda Dairy was used by 
army in border areas and it did not deteriorate for several weeks. 
Tt is rlaimed that it is possible to distribute in one shift nearly 6000 
to 8000 Htres of milk in Tetrapak as comparoo to 2000 litres in 
bottles and thus it will be possible to effect considerable reduction in 
recurring costs on transport. It is also stated that manufacture of 
Tetrapak paper does not involve any imported raw materials. As 
regards the danger of pollution, the Corporation sta:tes that pollu-
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60n in plastic packets of other commodities is much more than Tetro.-
pak system and Tetrapak is not going to contribute seriously tOo 
pollution problems as the paper degenerates. The Corporation feels 
that armed with this facility it would be able to feed rurally pro-
duced milk directly into the cities and the cities would not have to 
be exclusively depend on the urban dairies for milk supplies. In 
view of this, the fear expressed by the Ministry that introduction of 
Tetrapak would make the country more and more dependent OD 
milk powder and butter oil is not quite clear. 

3.97. The Committee note that the Corporation has approached 
the Ministry again in 1975 to reconsider its proposal to purchase 
Tetrapak machines, set up laminating plant and make country self-
sufficient in this field. The Committee feel that the IDC's proposal 
to market Tetrapak mOk, alongwith 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, 
deserves a second look. They suggest that the proposal may be 
studied again in depth and its economics, utility and conswner ac-
ceptability evaluated with a view to arriving at an early decision 
in the long range and largeT interest of producers and consumers of 
milk. 

D. Milk Producers Organlsation 

Action Item No. 9 
3.98. Action Item No.9 of the Plan of Operations under "Opera-

tion Flood" envisages for building up Milk Producers' Organisations 
for milk procurement, processing and marketing and for marketing 
of inputs for Milk Production enhancement. All activities for 
milk production enhanCE$llent are ultimately to be handled by the 
farmers' organisations on a fully functional cooperative basis. 
These farmers' organisations will not only procure the milk and 
process it but will also channelise the inputs for milk production 
enhancement and employ their own staff for the purpose. 

3.99. The Government of India's approval fOr the IDC to handle 
directly Action Item No. ~"Organisation of !'Ural procurement of 
milk"-though delayed by 3 years, had helped the IDe to deploy 
specialised teams drawn from NDDB to help to build far~rs' orga-
nisations in the milk sheds. . 

3.100. Under Plan of Operation, a total allocation of Rs. 180 lakhs 
was madej for implementation of Action Item No. 9 (Building of 
Milk Producer's Organisations). Against this allocation of funds 
target the actual expenditure incurred for implementation of this 
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Action Item since inception of Project until September, 1975 is as 
under:-

1970-71 

1971-72 

1972-73 

1973-74 

1974-75 \\ 

1975-76 

TOTAL 

(Ra. in laths) 

ActUal 
Expenditure 

2'00 

6'2 5 

11'07 

29'01 

25'00 

73'3i 

3.101. In order to take up the various activities under Action 
Item 9 a sum of Rs. 18 lakh per State has been earmarked by the 
IDe for direct expenditure under this Action Item. 

The broad heads under which the amount is spent are:-

Item 

I. NDDB Spearhead Team ' 

2. Farm!rs' Induction Programme 

3. Purchase of two Jeeps 

Amount 
(Rs. in lakhs) 

0'20 

0'80 

4· Mlnagerial subsidy for PrimarY milk producers' Co-cperative SCC;(tilS 
@Ra. 3,000 per sOCIety 6, 00 

5· Purchase of milk testing equipment for 200 societiu Rs. 12CO pu SC c't1y :<'';0 

6. Managerial subsidy to District Milk Prccucers' Unicn 3' 10 

7· Tcansp3rt subsidy to transport milk from the village societies I' 00 

8. Miscellaneous expenditure I' 00 

18'00 

3.102. It has been stated by the Corporation that the initiation of 
this programme of work was delayed as Government of India took 
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time for issue of sanction for treating this item of work as direct 
expenditurej of IDC. This Action Item was to be under the direct 
purview of the IDe because it embodies the concept which is central 
to ensuring achievement of projects social and economic objectives. 
Yet it was sanctioned only in the! third year of the Project and this 
greatly delayed the projects impact in the milksheds. 

3.103. In this connection the Corporation in a written reply add-
ed that "Under Action Item No.9, the amount provided in the pro-
ject is inadequate and there will be need for additional funds and 
for continuing the organisation of more" milk producers' Coopera-
tives on 'Anand' pattern." 

3.104. Explaining the reasons for delay, the M1nistry in a reply 
after evidence stated that-

"It was provided in the Plan of Operations that the funds 
generated by sale of WFP donated commodities would be 
spent on various Action Items including Action item No. 
9 (organisation of rural milk) under which milk produc-
ers' arganisations were to be set up in the rural milk sheds 
of the four metropolitan city plants. In the first two 
years of the project, the Plan of Operations provided 
for expansion of the existing city milk plants and the 
setting up a new mother dairies, so that it may provide 
an outlet for rurally produced milk in the milk sheds 
which was to be! organised under Action item No.9. 
Implementation of this item was, therefore, to follow im-
plementation of Action items No. I, 2, 4 and 5. 

In April, 1972, the IDe came up with a proposal that expen-
diture on this item should be allowed as direct expendi-
ture (100 per cent grant) as that would cater for speedier 
implementation of this Action Item. By then the total ex-
penditure was only Rs. 2.0 lakhs against a total alloca-
tion of Rs. 180 lakhs. Since the financing pattern in the 
original project was approved by the Cabinet, it was ne-
cessary to obtain the Cabinet approval to the modified 
pattern of financial assistance. The proposal, after it was 
cleared by the Ministry of Finance and the Planning Com-
mission, was submitted to the Cabinet for approval and 
the Government sanction was issued on 18-5-1973. Since 
thetn the tempo of expenditure had improved and an ex-
penditure of Rs. 6.25 lakhs in 1972-73, Rs. 11.07 lakh in 
1973-74 and Rs. 29.011akhs was incurred in 1974-75. fur-
ther expenditure of Rs. 25.0 lakhs had been incurred dur-
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ing the current ye.ar (1975-76) (till September, 1976) mak-
ing a total of Rs. 73.0 lakhs against a total allocation of 
Rs. 180 lakhs. Government would attach great impor-
tance to the setting up of milk producers' organisations 
in the rural areas as it felt that sound foundation for 
milk production could really be laid in the rural milk 
sheds. Also, the proposal of the IDC for increase in a11o-
catiop. from Rs. 180 lakhs to Rs. 260 lakhs was under 
consideration. 

3.105. Statewise break-up of targets for setting up Milk Pro-
ducers' Organisations, the number of organisations set up and the 
number of units as on October, 1975 are as under:-

Target Achievement -------- ---State Milkshed No. of No. of No. of No. of 
Union Societies Unit Societies 

----------------
Puniab . Luchiana I 200 I 62 

Bhatinda I 200 Not started 

HaryiIla : Rohtak 200 I 168 
Gurgaon 1 200 I 120 

Rajasthan Bikaner I 200 1 49 Alwar 1 200 1 49 
Uttar Pradesh Meerut 1 200 I 79 Varanasi I 200 I 10 

WestB:ngal Darieel~ I 200 I II 
B:ldanga 1 200 r 3S 

TamilNadu Erode 200 I 6!t 

Bihar Patna 200 Not started 

Andhra Pradesh GUntur 200 Not started 

lYbharashtra Jalgaon I 200 I lor 
Guiarat Kaira I 827 

Mehsana I 531 

Baroda 1 352 

Banashantha I • r 32 5 

Sabarkanta I 310 

19 2,800 16 3,097 

* Unions already functional when OPFLOOD programme started. 



3.106. In this connection the Corporation in a written reply stated 
'ijlat-

"Before the organis;ltion of primary societies and their Union 
is started by the NDDB Spearhead Team in each of the 
milksheds, it is necessary, that the State Government/ 
implementing agency agree to a set of pre-requisites 
which are essential for:. the sound and proper,~~unctioning 
of the co-operatives. These pre-r:equisites,for example, 
include the State's acceptance of the model bye-laws for 
the primary co-operative societies and the Union recom-
mended by the lDC,appointment of the P&I Wing which 
forms the counter-part team, agreement to permit the 
Milk Producers' Union to own and operate the Feeder-
Balancing Dairy Plant and the Cattle Feed Plant along 
with all the other technical inputs machinery. 

In most cases it took conside~able time in getting the States 
to agree to these pre-reqqisites and therefore it was not 
possible for the Dairy Bqard to send the Teams to the 
milk-sheds and take up the work as such efforts would 
have been infructuous. For example, Andhra Pradesh 
has so f81 not given any response to the repeated. cor-
respondence on this subject and therefol'e it has not been 
possible to depute a teapt to Andhl'a Pradesh. Bihar 
has agreed to the pre-re<].uisites only a few months ago 
and now the team has been sent to Patna on 1-10-1975. 
Punjab is another example where this assurance and 
acceptance of the pre-requisites were not available till 
August, 1975. The team was sent to Bhatinda in Septem:" 
ber, 1975 .. 

There M'e instances of States and milksheds where the Team 
functioned for a long time and where primary co-opera-
tive societies and the Union has already been registered, 
such as Erode in Tamil Nadu, but where effective Board 
of Directors were not appointed. 

There are instances of States like Rajasthan and Haryana 
where the teams were withdrawn after Unions were 
registered as the Milk Unions were not given the func-
ti'ons of channelising inputs for milk production enhance-
ment. Delays in setting up dairies to market effectively 
the milk collected is also a severe constraint to establish 
a viable Cooperative Union. 
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In almost all milk-sheds where Spearhead Teams have or-
ganised primary societies, these instituttons had right 
from the beginning been operating viably. In fact there 
had been no problem regarding viability of the primary 
societies in places where they have strictly adhered to 
the Anand pattern. The viability of the co-operative 
Unions can be realised only after the dairy plant in the 
milkshed starts operations and is owned by the Union." 

3.107. In· the following States the Cattle Feed Plcmts have not 
yet been placed under the direct control of the Co-operative 
Unions:-

(i) Andhru Pradesh: The State Government, after a recent high 
level meeting, agreed to create a Co-operative Milk Union in Gun-
tur Distt. The question of transferring the dairy and cattle feed 
plants to the Milk Union is yet to be considered by the State Gov-
ernment. 

(ii) Bihar: The State Government has agreed in principle to 
hand-over the feeder-balancing dairy at Patna to the Co-operative 
Union. The Union is being formed. 

(iii) Haryana: The Haryana Government agreed in principle 
to hand-over the dairy at Rohtak to the Cooperative Union. The 
actual transfer has not taken place. The matter is under cor-
respondence with the Haryana Government. A cattle feed plant 
is being built in Rohtak under the Haryana Agro-Industrial Federa-
tion and hence no cattle feed plant was set up under Operation 
Flood. . t 

(iv) Punja.b: The Punjab Government agreed in principle to 
hand-over the cattle feed plant and the feeder balancing dairy to 
the proposed Bhatinda Union. As soon as the Co-operative Union 
is ~egistered, this will be done. In Ludhiana district, the Punjab 
Dal'l"Y Development Corporation will manage both the cattle feed 
plant as well as the dairy plant but it will consider handling over 
those to the Co-operative Union when the Union is strong enough to 
handle them. 

(v) Ra.jasthan: The Rajasthan Government agreed in principle 
to hand-over the dairy in Bikaner to the Co-operative Union. How-
ever, the dairy is not ready. No cattle feed plant has yet been erect-
ed in Bikaner. 
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(vi) The Tamil Nadu Government agreed in principle to hand 
over the Coimbatore Dairy to Erode Union. The construction of 
the feeder-balancing dairy at Salem has not been finalised yet and 
the question of handing it over has not been considered. The ques-
tion of erecting a cattle feed plant at Erode is under correspondence 
with the Tamil Nadu Government and the Tamil Nadu Dairy Deve-
lopment Corporation. 

3.18. The reasons for hesitation on the part of the above States 
are not clearly known. 

Asked about the effect of the slow progress of this Action Item 
on the progress of "Operation Flood", the Corporation stated in 
written reply that-

"As building up of farmers' organisation in the milk-sheds is 
the fundamental and basic requirement for a viable milk 
project in any milkshed, unless this rural inlra-structure 
is organised, collection and marketing' of the rurally pro-
duced milk and marketing of inputs back to the villages 
would be an extremely difficult and expensive affair as 
has been the case of the State owned and departmentally 
operated ventures. Normally the construction of a feeder-
balancing plant and the organisation of milk producers 
co-operatives in any milkshed should start simultaneously 
so that by the time the plant is ready for commissioning, 
the organisation would have been able to procure reaso-
nable volumes of milk which will permit the dairy to 
commence operations at break even point. The basic 
technical inputs such as marketing of feed, veterinary aid, 
and regular breeding facilities, if made available through 
the village. primary societies, right from the beginning of 
operations in the milk procurement, woud be the quickest 
way of inC'l'easing production of the existing milch animal 
population. 

Delay in establishing the milk producers' organisations can 
retard the growth of the entire dairy development pro-
ject for that particular milkshed. However, it is a much 
better alternative to proceed slowly, suffer the delays, and 
build up a strong and healthy farmers' organisation which 
owns the dairy plant, the cattle feed plant and the input 
marketing machinery, rather than spend money and build 
up infra-structure which ultimately becomes an economic 
liability on the State. There are enough evidences to 
indicate that departmental institutions can seldom achieve 



the effectiveness and viability that the farmers' own 
organisations can achieve in the field of dairy develop-
ment.'" 

3.109. Asked as to whether the Corporation was sati'Sfied with 
the present rate of pi'ogress, the Corporation in a reply after evi-
dence stated that-

"The IDC is not satisfied with the present rate of progress. 
However, the procedure for creating proper farmers' 
organisations is bound to be slow because for most of the 
States, this is a new approach and therefore state 
'authorities at various levels had to be convinced before 
this procedure was agreed upon and before necessary 
charges in the co-operative bye-laws could be made by the' 
states to bring1hem in line with the co-operative bye-
laws which were key to the success of Anand Pattern .... 
There was resistance to change and at each stage! such 
resistance had to be overcome through persuasion." 

3.110. Asked as whether the assistance was sought from the Cen-
tral Government in the matter, the Corporation stated that-

"The difficulties in the implementation of the projects under 
Operation Flood are invariably placed before the Board 
of Directors of the IDC on which there are several repre-
sentatives of the Government. The annual report of the 
IDC mentions in detail all the problems faced by the Cor-
poration in the implementation of the projects and these 
are submitted to the Government annually. However, 
since animal husbandry and dairying are State subjects, 
State Governments cannot be compelled to take any parti-
cular line of action. In the Conference of the State 
Secretaries of Agriculture, Directors of Animal Husban-
dry and Milk Commissioners held in New Delhi in May 
1974 it was decided as a policy of the Government that 
farmers' organisations should be the exclusive agency for 
collecting Of rurally produced milk and that the rural 
dairy plant and other infrastructure must be owned and 
operated by them .... Nevertheless, resistance in accepting 
this policy by the State Departments constituted the 
major constraint in the implementation of the Operation 
Flood Project, but such resistance has waned and the 
programme is being gradually accepted with enthusiasm." 
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3.111. The Committee note that Action Item No. 9 provides for 
the building up of milk producers' organisation for milk procure-
ment processing and marketing and for marketing of inputs for 
milk production enhancement. . This Item is under the direct in-
vestment of IDC. Before the work of organlsation of primary co-
operative societies and their union is started by the NDDB Spear-
head Team in each of the milk sheds, it is necessary that the State 
authority agreed to a set of pre-requisites which are essential for 
the sound and proper functioning of the co-operatives. These pre-
requisites, for example, include the State acceptance of the model 
bye-laws for the primary co-operative societies and the union, agree-
ment to permit the Milk Producers' Union to own and operate 
the Feeder-Balancing Dairy Plant and the Cattle-Feed Plant along-
with all the other technical inputs machinery. They are informed 
that in most cases it took considerable time in getting the States to 
agree to these pre-requisites and therefore it was not possible for 
the NDDB to send the teams to the milk sheds as such efforts would 
have been infructuous. It is stated that Andhra Pradesh had not 
given any response till recently; Biha" and Punjab, had agreed to 
tbe pre-requisites only towards the end of 1975. Certain States 
(Bihar, Harya~ Punjab) have agreed in principle to hand over 
the Feeder-Balancing Dairies/Cattle Feed Plants to the co-operative 
unions but the actual handing over has not yet been done~ 

3.112. The Committee note that it was in May 1974, i.e. four 
years after the commencement of the "Operation Flood" when it 
was decided as a polley of the Govemment in the conference of 
State Secretaries of Agriculture, Directors of Animal Husbandry 
1lnd Milk Commissioners that farmers' co-operative organisations 
should be the exclusive agency for collection, of rurally produced 
milk and that the rural dairy plant and other infra-structure must 
be owned and operated by them.. The Committee are told that 
even after the policy decision there was resistance in accepting this 
policy by State Departments though such resistance, it is stated, 
has now waned and "the programme is being gradually accepted 
with enthusiasm". But the Committee find this is not home out by 
facts. They are informed that in the States of Bihar and Andhra 
Pradesh the work of organismg primary co-opera~ve societies and 
the Union had not started till October last year (1975). In the 
States of Punjab, Rajasthan, Uttar Pradesh, West Bengal and 
Tamil Nadu, organisation of co-operative societies and the union 
had made very little progress. In Maharashtra, 101 Societies had 
been set up as against a target of 200. The Committee are, however, 
glad to note that Haryana is well on the way to Jle8ch the target 
laid down in this regard. 
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3.113. The Committee are informed by the Corporation that ~ 

proposal f~, treating the Action Item regarding setting up of milk 
p,oducers organ,isatibns in the States as direct expenditure of 
mc, was sanctioned by Government only in the 3rd year of the 
PrQject and this greatly delayed the project's impact on the m.ilk,-
sheds. In this connection the Ministry have stated that in til,., 
first two years of the project, the plan of operations provided ex-
pansion of existing city milk plants and setting up of new Mother 
Dairies so that' it may pr8vide an outlet for rurally produced milk 
which was to be organiSed under Action Item' No. 9 and implemen-
tation of this Item was, therefore, to follow implementation of 
Actionitem.s Nos. 1, 2, 4 & 5. They added that the proposal that 
expenditure on Action Item No.9 should be allowed as direct ex-
penditure' (100% grant) to ensure speedier implemen~tion of this 
p.rogramme was received from the Corporatieli in April 1972 and 
approved in May, 1973. 

From all this, the Committee are constrained to cone1ude that 
the GovernmeDt/Corporation did not attach, in the beginning, due 
importance and urgency to the establishment of milk producers' 
co-operative organisations in the milk sheds on 'Anand' pattern 
which 'are stated to be of fundamental and vital importance for 
achievement of the project's social and economic objectives, as they 
see no reason why the Corporation took two years to decide about 
the financmg pattemfor this programme and the Government ·over 
one year to' accord approval to it. They also regret to 'note that 
Government took nearly four years to arrive at a pOlicy decision 
urging the States to set up farmers' co-operatives and transfer the 
ewnership of feeder-balancing dairies etc., to them. 

3.114. The Committee feel that as the Corporation alone could 
not be expected to bring round the participating States to agree to 
the 'Anand' pattern of cooperative societies which was an entirely 
new concept for them, Government should have taken active in-
terest in this Pl'OflBmme right from the beginning and oftered their 
good offices and u~ed their influence to overcome resistance in the 
States to the new style of co-operatives in order to ensure accelerat-
ed progress of this programme of vital importance. The Committee 
would like the delays in regard to the implementation of, this pro-
gramme at the level of the Corporation and the Ministry to be cri .. 
tically analysed, and lessons leal"Ilt. 

3.115. The Committee recommend that the Government/Corpo-
ration may immediately take stock of the situation in each parti-
cipating State, identify the States which have either not fully 
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accepted the pre-requisites for the working of the Co-operatives or 
which having accepted the pre-requisites in principle have not im-
plemented them in actual practice, and take up the matter with 
such States at the highest level with a view to dispelling their mis-
givings, if any, in this regard and persuading them to fall in line 
with other States so as to ensure speedier implementation of this 
Action Item (No.9). 

3.116. The Committee also recommend that the Corporation! 
Go~t should, in consultation with the State authorities, cri-
tically 8IUllYIIe the reasons for slow rate of progress in the setting 
up of the farmers co-operatives find positive solutions to the difti.-
eulties standing in the way of setting up such societies '" draw out 
time-bouud p!'OIl'8DUI1e for each State and depute Spearhead Teams 
without delay to tlae States concerned to set up the Co-ope,ative 
societies according to schedule. The Committee would like that all 
possible steps should be taken to ensure that there is no further 
slippage in the setting up of the farmers' Co-operative societies. 

3.117. The Committee are informed that nonnaIly the construe-
tion of a feeder-ballUH!ing plant and the erganisatioa of milk pro-
ducers' co-operatives ill. any milk shed should start simultaneously 
so that by the time the plant is ready for commissioning, the orpni-
sation would have been able to procure reasonable volume of milk 
which wiD permit the dairy to commence operations at break-evea 
point. They are further informed that in all milk.heds where 
Spearhead Teams have organised primary societies on 'Anand' pat-
tem, these institutions had right from the beginning been opel'8tiBg 
viably. It is stated that the viability of the co-operative UDions caB, 
however, be realised only after the dairy plant in the milk shed 
starts operations and is owned by the union. The Committee hope 
that the Corporation has taken all possible steps to synchronise the 
development of milk producers co-operatives and the UDions with 
the commissioning of the feeder~balancing dairies in aD the milk 
sheds so as to ensure that the feeder-balancing dairies can become 
viable. 

3.118. The Committee cannot over emphasize the importance of 
replicating 'Anand' pattern of co-operatives in the participating 
States as only such co-operatives are truly representatives of the 
farmers' interests and can bring about whole-hearted involvement 
of the producers from grass-root level upwards which is absolutely 
essential for the success of the project. They would like that Cor-
poration should ensure participative management of the co-opera-
tives by farmers rigbt from the beginning, and spare no efforts to 
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help the eo,-operatives te become seU-reliant within a definite period 
of time and to generate funds for further developmental propaJD.lll,s 
in the interest of the farmers. They would stress that as soon as 
the co-operati.ves become viable and form unions, the responsibility 
for the management of the feeder-balancing dairies, cattle-f_ 
plants etc., should devolve on the co-operative uniC.DS an.d, where any 
State shows reluctance in following the "Anand" pattern in this re-
gard, the Central Government should use their goodoftices and per-
suade the State concerned to implement the "Anand" pattern in 
letter and spirit in the interest of the success of the scheme. 

3.119 .. The Committee would like the feeder-balancing dairies to 
procure milk directly from the farmers through their co-operatives 
and not resort to procurement of milk through middlemen/con-
tractors as, if once the procurement is started through contraetors 
even to fill a gap, the system is likely to get perpetuated as has been 
seen in the case of D.M.S. 

3.120. They would like that the Corporation should keep a close 
and regular watch on the working of the primary co-operatives and 
the unions and if ever any of the societies or unions shows any 
signs of "sickness". the Corporation should take prompt and posi-
tive measures in consultation with the State authorities, if neces-
sary, to remedy the situation so as to save the farmerlmembers of 
the co-operatives from suffering any loss. 

3.121. The Committee are informed that the annual report of the 
IDe mentions in detail all the problems faced by the Corporation 
in the implementation of the projects and these are submitted to 
the Government annually. They feel that this is too routine an 
approach in dealing with the problems that are bound to crop up 
in implementing the "Operation Flood" and hold up its progress. 
The Committee are of the opinion that the Corporation should not 
wait till the end of the year to bring its problems and difficulties 
to the notice of the Government. It should keep the Govemment 
wJlcurrently informed of the actual progress of each project and 
also the constraints faced by it in achieving satisfactory results and 
if it is not possible for it to overcome the constraints promptly on 
its own, tlie Corporation should seek the help and guidance of the 
Govcrnment without delay in the interest of speedier implementa-
tion of the project. 

3.122. The Committee are informed by the Corporation that the 
amount provided in the project for Action No. 9-org'anisation of 
rural procurement of milk-is inadequate and there will be need 
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for additional funds and for continuing tile organisation of mOre 
milk producers' eo-operatives on 'Anand' pattern. The lOC's pro-
posal for increase in alloeation from Rs. 180 lakhs to Bs. 260 lakhs 
for this programme is stated to be under the eonsUleration of the 
'MiDistI7. As the setting up of the farmers' co-operatives is central 
to the whole scheme of organisation of rural milk, the Committee 
would like the Government to examine critically the IDC's proposal 
for increased funds for this work expeditiously and communicate 
their decision to the Corporation without avoidable delay. They 
feel that the progress of this programme should not be allowed to 
suffer or lose momentum for lac:k of funds. They would, however, 
like the CorporationlGovernment to make sure that the· funds are 
spent on the programme judiciously to produce positive results. 

3.123. The Committee have gathered an impression that while 
the !DC has been able to make appreciable progress in the matter 
of setting up of mother dairies under the "Operation Flood", there 
has not been corresponding- progress in the matter of development 
of basic infra-structure for raising the milk output in the milk sheds 
in the c:ountry side. . The setting up of Farmers' Co-operative 
Unions is lagging behind as also the programme for upgrading the 
milch cattle and making available the requisite inputs like balanced 
feeds at competitive rates to the farmers and the setting up of 
feeder plant dairies etc. to provid,e an assured nodal point for 
collection and treatment of milk. The Committee feel that the 
Corporatioll with its expertise and experience of Mahsana and 
Kaira districts, should concentrate its energies and resources to 
help develop milk production, particularly by small and marginal 
farmers, so as to achieve the twin objective of raising the milk 
output to meet the growing requirements and betterment of the 
economic lot of the common milk producer in the country ~ide. It 
is only if the problem is tackled at the grass root level and the 
-marginal and small milk producers in the country side feel in-
volved in the programme and see the economic results flowing back 
to them that the "Operation Flood" would become a self-sustaining, 
self-developing and onward going movement. 

E. Subsidiary Corporation for Manufacture of Dairy Machinery 
and Equipment 

3.124. It has been stated by the IDC that "the present total pro-
duction of dairy equipment has been estimated at Rs. 10 crores 
annually while the present requirement is estimated at Rs. 14 crores 
annually. The demand is expectei!. to rise to Rs. 30 crores by 1984. 
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Expenditure incurred on the imports of various items of dairy equip-
ment is indicated below:-

1971-72 

1'n2-73 

1973-74 

1974-75 

(Rs. in lakhs) 

52'00 

47. 00 

256.00 

113'40 

3.125. It has been stated that there is no dairy equipment manu· 
facturing unit in public seetor. The indigenous capacity of the 
private sector is about Rs. 10 crO'1'es. The private sector plants are 
unable to meet the total demand of the organised sector within time 
schedule. It has been stated by the Corporation that more than 80 
per cent of the dairy equipment is used in the public sector and co-
operative sector dairies but so far none of the public sector com-
paines has come forward to manufacture the required equipment. 
This is probably because of the special nature of the equipment 
which does not readily fit in with the manufacturing programmes of 
such public sector plants. 

3.126. Asked whether HMT cannot undertake manufacture of 
such machinery, the Chairman, IDe stated during evidence that 
"there are certain items which HMT could do .... wherever it is 
possible we will use it. ... HMT can perhaps held with producing 
plates required for pasteurised plants etc ... " 

3.127. In vi~w of this, the Corporation has proposed that it may 
establish a subsidiary to manufacture dairy machinery and allied 
equipment in furtherance of the overall development and self-!"eli-
ance of the dairy industry in the country. This venture will also 
include fabrication of plastic straws and sheaths for semen packag-
ing and artificial insemination cryogenic containers for storage of 
liquid nitrogen and frozen semen etc. The proposal in this regard 
was first mooted in Chairman NDDB's letter No. VKlNDDB/SPL 
dated the 7th June, 1973 addressed to the Ministry of Agriculture-. 
The Ministry of Agriculture was further requested in August, 1974 
and 17th April, 1975 to expedite their decision. It was pointed out 
that a sum of Rs. 1.5 crores would be required during 1975-76 ancE 
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balance Rs. 1.5 crOl'es during 1976-77. As required by the Ministry 
(on 23rd August, 1975), a project feasibility report was also p!,"e-
pared and furnished to the Ministry in September, 1975. The draft 
Memorandum and Articles of AssOCiation had also been submit1;e(i. 
to the Ministry on 16th December, 1975. No decision has been 
communicated to !DC so far. In the meantime the Corporation 
approached the Ministry of Industry and Development in April, 1975 
for a letter of intent which was reecived by them in July, 1975. 

3.128. When asked whether establishment of a subsidiary Cor-
poration for the manufacture of dairy machinery was covered by 
the objectives of the Corporation the Corporation in a written reply 
stated that, "it was found that it was permissible under the Memo-
randum to promote a subsidiary company. However, if the IDC 
takes up <i.irectly any manufacturing activity, amendment of the 
Memorandum will be necessary." 

3.129. Asked about the latest position in regard to the proposal, 
the Ministry in a reply after evidence stated that: 

"IDC had spent a proposal for setting up of a subsidiary com-
pany for the manufacture of Dairy machinery and equip-
ment in the public sector together with a feasibility re-
port indicating that a unit in public sector is not only 
necessary but would also be economically viable. The 
expansion of the present installed capacity, it is felt by IDC 
would not meet the present and projected requirements 
of the industry." 

3.130. On being asked whether the proposal involved foreign col-
laboration, the Ministry stated that the proposal involve<i. collabora-
tion with GDR firm for which negotiations had been carried out by 
IDC involving foreign exchange of the order of Rs. 20 lakhs and 
royalty @ 3 per cent of the ex-works price. The collaboration relat-
ed -to sophisticated. items for which technical know-how was not 
available (Le. plate heat exchangers, separators, continuous butter 
making machine, high capacity milk centrifugal pumps and self-
priming pumps.) 

3.131. It was further stated that the IDC had applied for foreign 
collaboration in July, 1975 and the letter of intent for foreign colla-
boration was received on 31.12.75. The draft agreement for foreign 
collaboration as required. under the terms and conditions of appro-
val, was submitted to the Ministry of Agriculttrre on 23rd December, 
1975. 
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3.132. Asked whether the Government analysed the economics of 

setting up new capacity in public sector vis-a-vis expansion of the 
existing capacity in public or private sector. It was stated that 
since the letter of intent for setting. up of the Manufacturing Unit 
and the letter of intent for foreign collaboration were granted by 
Government, it was reasonable to presume that these factors had 
been taken into account. It was also stated that the vast majority 
of the Dairy Plants in the country were in the Public and Co-opera-
ti·ve Sectors and it was the experience of the Indian Dairy Corpora-
tion that the prices charged and the quality of the service rendered 
by the Dairy Machinery Factories could be considerably improved 
if the public sector were to be deployed . 

• 3.133. The Committee note that as against an estimated annual 
demand of Rs. 14 crores worth of dairy equipment in the country, 
the present production is of the order of Ks. 10 crores annually and 
this capacity is only availabie in the private sector. During the 
period 1971-72 to 1874-75, dairy equipment to the extent of Rs. 4.68 
crores has been imported from other countries. The Committee 
are informed that though 80 per cent of the equipment is used in 
puhlic sector and the cooperative scctOl', there is no dairy-equi~ 
ment manufacturing unit in th';.) pU;liic sector. The Committee are 
also informed that the IDC sellt a proposal to the Ministry for 
setting up a suhsidiary corporation for the manufacture of dairy 
equipment as far back as June, 1973 and subsequently a feasibility 
report for the project was also sent to the Ministry in Septembe:r, 
1175. It has been stated that the matter is stiil under consideration 
of the Government. The Committee find that in the mean-time the 
Corporation approached the Ministry of Industrial Development in 
April, 1975 for a letter of intent (which was receiv.oo by them in 
July, 1975) and also applied for foreign collaboration with GDR 
in July, 1975 for which also a letter of intent had been received by 
them in December, 1975. Although it has been admUed that the 
matter is still under consideration of Government and takin, up 
manufacture of dairy machinery directly by the Corporation would 
require an amendment to the Memorandum and Articles of Asso-
ciation, the Committee are surprised that the Corporation was 
allowed to go ahead with taking up manufacturing activities of 
dairy plant and equipment by seeking foreign conaboration, It has 
also been admitted during evidence that there are certain items 
which can be undertaken for manufacture by HMT. The Commit-
tee are not sure whether possibilities of manufacturing these 
equipments by ,utilising the available capacity in the existing 
Public Sector have been explorClll. The Committee would like 
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Government to keep the present and future demands of dairy 
,lant and equipment in view and f';xamine whether there is any 
jurisdiction for setting up a subsidiary Corporation for the manu-
facture of dairy equipment and whether such demand could not 
be met by better utilisation of the capacity already available in the 
country and with pubiic sector engineering units like HMT, HEC, 
MAMC, BUEL etc. 

3.134. The Committee need hardly stress that which ever unit 
is eIIltrusted with the responsibility of manufacturing dairy equip-
ment Government/Corporation should ensure that there is a close 
coordination between the manufacturing unit and the Corporation . 

• 
F. Subsidiary Unit for manufacture of immunological and 

biological veterinary products 

3.135. It has been stated that in order to increase milk produc-
'tion in selected milk-sheds, it is necessary not only to develop im-
proved animals by cross breeding and upgrading through artifi-
cial insemination but also protect the milch. animals so developed 
from disease. The Corporation, the:-efore, sent in May, 1974 propo-
sal for 'Setting up a unit as a subsidiary of IDC for manufacture of 
foot-and-mouth disease vaccine and of antigens such as Tuberculin, 
Johnin and Brucella. The proposed unit is expected to produce 
about 20 million doses of monovalent vaccine with four-fold ex-
pansion capability. This unit is planned for establishment with 
financial ,and technical assistance from the Ministry of Overseas 
Development of the Government of the United Kingdom. A provi-
sion of Rs. 5 crores 4as been made in the central sector within the 
framework of the Fifth Plan. 

,3.136. The Corporation in a 'l'eply after evidence stated that the 
above pz:oposal was under consideration of the Government of India 
which had invited experts under British Overseas Developmental 
Agency to assist in the preparation of the feasibility report. It is 
stated that Foreign, Collaboration would be needed for setting up 
the proposed manufacturing units. 

3.137. As regards financial implications of setting up of the su~ 
sidiary organisation the Corporation stated that the exact financial 
implication would be knoWn after the feasibility' report was pre-
pared.. . 
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3.138. In this connection, the Ministry in a reply after evidenCe 
'-stated that:-

"The proposals for setting up of a unit in the public sector 
for manufacture of biological and immunological pro-
ducts (particul~rly FMD vaccine) is Unked with U.K. 
assistance in this field. A feasibility study by a survey 
team of the D.D.A. is a pre-requisite to assistance from 
U.K.. The O.D.A. team is visiting again in January, 1977 
to consider and prepare feasibility report on the propo~l. 
The proposal of the IDC for setting up' of a subsidiary 

, company for this propose will be examined after the fea-
sibility report prepared by the O.D.A. is received . and 
extent of assistance from U.K. in this field is knows." 

3.139. As Tegards indigenous capacity for production of such 
'veterinary products, the Ministry stated that:-

"The installed capacity for production of F:M.D. vaccine is 
5.75 million doses per annum which is capable of ex-
pansion upto 22.0 million doses by 1980. The present 
production is of the order of 5.50 lakh doses only against 
an estimated requirement in 1976-77 of the order of 2'.5 
million doses. No import of vaccine is presently allowed:" 

3.140. According to the Report of the U.K.-ODM Expert who 
V'isited India during March, 1973 to review and advise on the re-
'quirement of Immunological and Biological products in "Operation 
Flood" area including th(' establishment of suitable plants for the 
manufacture of these bioI ~gics, the requirement by 1982-83 would 
be-

FMD vaccine 

Thberculin . 

"Brucella antigen 

16 million closes 

810 Its. 

2025 Its. 

·3.141. The Committee note tbat the Corporation propose to set 
Cup a subsidiary organisation for manufacture' of foot-and-mouth 
disease vaccine and of antigens such as Tuberculin, J"ohninaJid 

"Brucella, with financial and technieal assistance from UK Goveria-
.: ment. It . lias been stated that the proposal will be examined .tty 
the Government after the UK team of experts prepares ands ..... 
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_its the feasibility report and the eXtent of assistance from UK ia 
the field is known. A provision for Rs. 5 crores has been made iD 
the Central sector within the framework of the Fifth Five Year 
Plan. In so far as foot-and-mouth vaccine is concerned, the Com-
mittee find that there is an installed capacity in· the country 
for production of 5.75 million doses per annum of Foot-and-Mouth 
vaccine which is capable of expansion upto 22 mil'lion doses by 
1980. As against this, present production is only of the order of 
5.50 lakhs doses and according to UK-ODM expert, the demand 
even by 1982-83 would only be 16 million doses and no import ef 
vaccine is allowed at present. 

3.142. The Committee woutd like' Government to examine 
whether the Foot and Mouth vaccine already being produced in the 
country is of the prescribed standard and whether its production 
in the existing units cannot be augmented to meet the present and 
the future demand, before going in for foreign collaboration for 
installation of additional capacity. 

3.143. The Committee would also like Government to critically 
examine the feasibility and the economic viability of the proposal 
of setting up a separate plant for manufacture of immunological 
and biological veterinary products in consultation with expert bodies 
like the ICAR and explore the possibility of manufacture of the 
plants by utilising the indigenous capacity available in the country 
in Public Sector. 

'OPERATION FLOOD" PROJECT 

G. Other Schemes 

(I) Storage and long distance milk transport fJcilities 
(Action Item No.3) 

Storage 

3.144. It is stated that out of the total allocation of Rs. 3.17 
crores under the plan of operation for implementation of this Action 
Item, a sum of Rs. 75 lakhs is set aside for building storage faci-
lities for SMP and butter oil I frozen creamlbutter at Delhi, Bom-
bay, Calcutta and Madras. These facilities are being built close t() 
the site~ of the four new Mother Dairies. The construction of 
godowns at Delhi and Madras is neating completion and that in 
.Calcutta its in pr~ess. The construction of the godown at Bom-
bay will be taken up as soon as suitable land is transferred to the 
-IDC by the Project authorities. 



77 

3.145. Asked about the loss in SMP & BO in storage, the Cor--
poration stated in a written reply that:-

"1970-71 

"971-72 

"972-73 

.,n3-74 

'1'74-75 

"The commodities are at present stored in hired godowns at 
Bombay, Calcutta, Madras and Delhi. MO'St of the storage 
is on warehousing 'basis. There has been no loss of sound 
SMP bags and BO tins while in storage except a couple 
of cases of theft which are reported to Police, However, 
spillage/leakage of certain quantities is inevitable in the 
COUI"Se of transport, loading and unloading, particularly 
from slack and torn bags and leaky tins. The quantities 
lost are given below year-wise: 

SMP (Figures in MT) B.O. --------------Total Qry. Qty. %";Ige of Total QtY. Qty. %age of 
rec:iv.:d lost loss received lost loss 

------..-~-
6,275 2'7 0'04 2,292 5'7 0'25 

9,~90 14'7 0' 15 2,452 0'3 0'01 

II,983 II'7 0'10 3,707 7,5 0'20 

9,047 17'5 0' 19 4,281 13'8 ·'32 

10,557 6'4 0,06 8,212 27'3 0'33 

The losses have been very low due to care exercised at eaclL 
stage of bandling." 

3.146. The Committee would like the Corporation to keep a 
,constant watch on the storage arrangements for SMP aDd DO and 
take all possible steps to ensure that the storage arrangements in 
warehouses are secure and these commodities do not sutler deterio-
ration while in storage there. 

n. Milk Collection \lndChilling Centres and Feeder I Balancing Milk 
Plants-Action Item Nos. 4 and 5 

3.147. It is stated that under Operation Flood, seven feedert 
balancing dairies. are being expanded and 13 new feeder balancing 
dairies are being set up in the 10 participating States. ~blishinent 
of these dairies will enable farmers' organisations ;.0 procure, pro-
'cess and marke_ milk and also to market the inputs for milk, prq-: 
-Guction enhancement. The progress in the construction of feeder 
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!Jld ,feeder/balancing dairies in the milk sheds under "OperationaI. 
Flood" as on 1st March, 1976 is as under:-

Raw Milk Target date of 
SJ. State Lo,cation milk drY41g commissioning 
1i'~; in-take capacity -----------capacity MTfday. Processing Precessing 

in '000 section only, and powder 
litres/day plant. 

----, 
,I~ 2 3 4 S 6 7 

----------
I. Andhra Prpdesh (a) Sangamia- ISO U'S' Mid- I 976 End-I976 

garIamudi 
(b) ViiaY2vada- 100 Completed 

2. BIhar Patna 100 5 Mid-I976 End 1976 

3. Guiarat • (a)A!land- 400 20·· Completed 

(b) Mehsana- 300 25·· Completed 

(c) Sabarkantha 17S I2'S Completed 

Cd) Banaskantha ISO 10 C?mpleted 

4- Haryana Rohtak: 100 5 Completed 

S. M lharashtra (a) Jaigaon 1 100 S Completed 

(b) Dhulia"- , 80 S Work not 
)'et started 

Mid-I 977 

6. Puniab; . Ca) Lwlhiana- So 5 Completed 
(b) Bhatinda 40 S Completed 

r (a) Bikaner Mid-I976 End-1976 7. Rajssthan 100 S 

(b)AIwar 11 60 Mid-l978 

~ 8. TamU Nadu (a~ Madurai-J 100 10 Completed 

(b) Coimbatore· , 20 Completed 

(e) Salem···· J 60 

'9. Uttar Pradesh (a) MeeNt)] 1')0 10 Mid-l9'76 End 1876 

(b) Varanasi 100 S Mid-1976 End 1976 

. to. West Benjal • (-> Matigara 100 S Completed Mid-1976 

(b) Murshidabed 100 5 Mid-I978 End 1978 
(Planning stage) 

• -In these d,iries, me is financiDl expansion programmes only. 

-This represents drJinI capacity created with !DC s assistllnce. 

- ' •• GovtrnmeDt of Mabuashtta have noW proposed J<olbapur as sc:ccnd miIkshcd • 

.... Now the proposal is to set up a feeder balanciDi dairy at Erode/Coimoa~e in p~ 
of feeder ,dailJ at Salem. ' 
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3.148. On enquiring whether the work on each plant was going 
~cording to schedule, the Corporation stated that due to difficulties 
efCPerlencro by th,e States in taking over sites, procurement of, 
cement and steel the projects could not be completd as fast as was 
contemplated . 

.. 'The delays in certain cases had taken place as a result· of the 
cd:bcerned States not giving final decisions for establishment of the 
vatii:>us projects. In some cases (Alwar in Rajasthan, Murshidabad 
ih West Bengal, 2nd Milkshed in Maharash~ra and Salem in Tamil 
Nadu, these decisions had not been communicated to us upto this 
date· (October, 1975). 

3.149. Regarding steps to be taken ·for completion of these plants 
within the, scheduled dates, the Corporation stated that "this is 
primarily responsibility of the State Governments/Implementing 
a~cies' authorities. However, we have been in constant touch 
with ,them in this regard. 

Periodical high level joint meetings are arranged with the con": 
cerned State officials to sort out problems and bottlenecks. Monthly 
reports received from NDDB and States regarding progress of the 
Projects help IDe to take up the case of individual projects with 
State Governments and States' implementing agencies concerned 
where attention is needed." 

3.150. Asked about their experience on working of dairies which 
had been completed, the Corporation stated that the dairies which 
had so far been completed were working as per expectations. 

3.151. Under Plan of operations of 'Operation Flood' an alloca-
tionof Rs. 2098 lakhs was made for implementation of Action Item 
No. A and 5. The actual expenditure incurred from inception of 
the Plan till 1975-76 (September, 1975) for implementation of thees, 
A~tion Items is as under:-

19']0-71 

1971-72 

1972-73 . 

1973-74 -

1974-75 • 

1975-76 (Sept 7~) 

...- .. . . . 
'IOTAL 

(Rs. in Iakhs) 

37' 62: 

2 69'00 

311'17 

840'27 

371' ~9 

2069'65 
--------------------------------------------------
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3.152. The Committee note that under "Operation Flood" seven 

feeder/halaneing dairies are heing expanded and 13 new feeder! 
balancing dairies are being set up in the 10 participating States to 
eaable the farmers' organisations to procure, process and market 
milk and also to market the inputs for milk production enhanee-
JDeDt. They are informed that due to difficulties experienced by 
States in taking final decision by the States, the feeder/balaDeing 
dairies in certain cases could not he completed as fast as was con-
templated. In the case of Alwar, Murshidabad, second milkshed 
in Maharashtra and Salem, the decision of the State GOVet'llDleD.t 
had not been communicated till October 1975. The Committee .-e , 
infonned that monthly progress reports are received by the Cerpo-
ration from the States and periodical high level meetings are ar-
ranged by the CorporatioD with the State Officials cODcemed t. 
greas of these works despite the Corporation' efforts, the Cemaittee 
w~uld like that the matter should be taken up by the Ministry witla 
the State Govet'nments concerned at a high level and the State. per-
suaded to expedite action in this regard to avoid any further 4elay 
in the completion of the Project. The Committee would alse like 
tluit the Ministry should render a~s.stanc. to the Corporatio. m 
the procurement of Steel and Cement on a priority basis to eIl.-re 
titat progress of the projects is not delayed due to want of essential 
construction materials. 

(iii) ResettLement of city-kept cat,tle and buffaloes-AC'tion Item 
No 6. 

3.153. Under Plan of Operation, Action Item No.6 is to be im-
plemented by the Project authorities in States concerned. . The 
concept involved in this Action Item was that the most effective 
means of displacing city-kept cattle and their owners-and resettling 
them in rural areas-would be the economic pressure create1 .y 
large outputs of milk from the city dairies and the ready avail-
aBility of milk to consumers at reasonable priaes. Since the city 
milk plants in the four metropolitan cities· of Bombay, Calcutta, 
Delhi and Madras are yet to achieve their targeted throughputs, 
this programme could not be taken up actively fOl' implementa-
tion. The pilot project in' Maharashtra during· the last year did 
1\Ot bring about satisfactory results for resettling city.kept cattle. 
The Government of Maharashtra felt that the phy'Sical sealing of 
the city stables once vacated was not possible. 

The State G(\vernments, particularly Maharashtra Government, 
after their experience of procuring a large quantity of fluid milk 
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and the consequent effect that this had on lowering Bombay's milk 
market price-are of the opinion that provision under this Action 
Item should be a reappropriated in order to bring about expansion 
of such activities as setting up rural feeder-balancing dairies which 
will be able to process and market the milk which is already avail-
able in the milk-sheds. The Second Review Mission which recently 
reviewed the India WFP-Project 618, indicated its belief that such 
an approach to reappropriations should be supported. Appropriate 
measures are under way in this direction. 

3.154. It has been stated by the Corporation in a reply after 
evidence that the programme under this Action Item has not beea 
dropped but has been kept as a low priority item. 

3.155. 'Under Plan of Operations a sum cf Rs. 1540 lakhs was 
allocated for implementing this Action Item. The expenditure on 
this Action Item incurred so far (till 30-9-1975) is Rs. 8.73 lakhs. 

3.156. Asked whether the amount already spent on this Acti.n 
Item would prove to be infructuous, the Corporation 'Stated in a 
reply after evidence that although the result of the pilot project 
did not prove satisfactory from the point of view of the resettle-
ment of cattle, it could not be said that it had been comple~ly 
infructuous because of the experience gained and also because of 
the fact that some animals had been salvaged from the city stable. 

~.157. In reply to the reasons for unsatisfactory results und .. 
this Action Item, the Ministry stated: . 

"In its draft report, which was the basis for discussion with' 
the Department of Agriculture, the Second Evaluati •• 
Mission had taken note that efforts to eliminate the prac-
tice for legislative means had not been practicable a. 
long as alternative milk supplies were not sufficient and. 
efforts to resettle city-kept cattle through economic incea ... 
tives have not led to the desired results. The progress 
under this Action Item is closely linked with the eco-
nomic pressure that the city milk plants can bring to bear 
on the milk producers and also for providing a ready and 
assured outlet for the milk that would become available 
in the rural milk shed after the city-kept cattle are 
removed to areas outside the municipal limits of th~ 
melropolitan cities. So long as that does not come about 
any effort to shift city-kept cattle to outside municipal 
limits, is likely to meet with scant success. The Seconi 
Ilvaluation Mission was, therefore, of the opinion th~ 
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efforts to change this practice must be held in abeyance 
unless the other phases of the project are near comple-
tion. At that time, the Mission felt and we agree, tliat 
city cattle owners may well be facing difficult economic 
conditions and may need economic assistance and these 
alone may lead to 'removal of the cattle from the city." 

3.158. Regarding allocation of funds on implementation of Action 
Item No.6 (Resettlement of city-kept cattle), the Ministry stated 
that expenditure on this Action Item had been rather slow. While 
it had been possible for the IDe to step up the expenditure on 
Action Item No.8 and 9, it was unlikely that the expenditure on 
rtem No.6 would be anywhere near the allocation. The required 
degree of economic pressure which the city milk plants were to 
exercise for resettlement of these cattle outside the muncipal limits 
had not been possible so far. Government proposed to take up the 
matter of resettlement of city-kept cattle with State Governments 
with a view to ensure that this Action Item was implemented.· 

3.159. In regard to the amount already spent on this Action 
Item, the Ministry stated that "Although he expenditure of Rs. 8.73 
lakhs incurred on this item by the Maharashtra Government has not 
brought about the desired results the Action Taken in this regard 
may lead to more effective resul~ later on and to that extent, the 
e.xpenditure may not turn out to be infructuous .. " 

3.160. The Committee note that the progress on Action Item NQ. 6, 
llBJDely, resettlement of city-kept cattle and buffaloes could not be 
taken up actively for implementation since the city milk plants in 
• four metropolitan cities of Bombay, Calcutta, Delhi and Madras 
are yet to achieve their targeted throughputs. The Committee have 
already given their remarks in regard to these projects elsewhere 
.. the report. The Committee find that the pilot project started in 
Maharashtra in 1974 and on which expenditure of Rs. 8.73 lakhs 
was incurred has not brought about satisfactory results in Bombay. 
According to the Ministry this expenditure may not turn out to be 
infructuous and the action taken in this r~rd may lead to more 
etfective results later on. The Committee would like the Ministry / 
Corporation to go critically into the causes for the poor results in 
Maharashtra with a view to drawing lessons for future. 

3.161. The Committt'te find that the Second Evaluation Mission 
1Iad noted that efforts to eliminate the practice of city cattle keep-
iDe Ilad not been practicable as long as alternative market supplies 
~ not sufficient and efforts to resettle the dty-kept cattle through 
~ UaCeDtives had not led to clesire4 results. The progress 
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under this Action Item, according to the Evaluation Mission, is close--
Iy linked with the economic pressure that the city milk plants c.a~ 
bring to bear on the market producers and also for providing a ready-
and assured outlet for the market that would become available in: 
the rural market shed after the city-kept cattle removed to the, 
areas outside he municipal limits and therefore efforts to change· 
this practice of city cattle keeping should be held in abeyance unless . 
. the other phases of the project are near completion~ The Commit-
tee are informed that Government propose to take up the matter of . 
resettlement of city-kept cattle with the State Governments with a 
view to ensure. early implementation of this Action Item. The Com- . 
mittee would like to be informed of the developments in the matter. 

3.162. The Committee would like the Ministry to pursuade the· 
&tate Governments to see that the other phases of the project are· 
completed in time so that action on this item is not unduly delayed'. 
The Committee need hardly point out thta the removal of city-kept 
cattle to rural areas before ensuring adequate supplies of milk 
through organised dairies to meet the demands of the cities may 
well create (avoidable) difficulties for the common man. There ap- . 
pears to be no reason why such a position should be allowed to CODle 

to pass. They have no doubt that as the organised dairies secure· 
commanding share of the milk markets in the four citi~,. the tradi-
ti.onal milk traders who depend on the city-kept cattle will auto-
matically feel the economic pressure and this will hasten the end of -
the practice of city cattle keeping. The Committee would like the 
{Arporation/Ministry to keep the position under watch in the . 
four cities and ensure that the city administrations initiate necessary 
action in this regard at the appropriate time. 

(IV) Increasing Milk Production by Provision of Technical Inputs -
... ' . Action Item No. 7 

3.163. Under Plan of Operatio.ns of "Operation Flood" Action 
Item No. 7 (Increasing milk production by provision ot technical in-
puts) is being implemented by Project authorities in the States con-
cerned. Under the technical inputs programmes, Stud Farms and 
Artificial Insemination Centres are to be established in all the 
pa,rticipating States. It has been stated by the Corporation that 
a total of 14 lakh breedable milch cows and 7 lakh buffaloes are to 
be covered under the milk production enhancement programmes. 
The work of identification of these animals has been partly com-
pleted and is continuing in the 18 mi:lk sheds of the feeder-balanc-
ing dairies of the 10 Operation Flood States. It has been planned 
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that activities for milk production will be ultimately handled by the 
farmers' own organisation on a fully functional co-operative basiS. 
A village having about 250 milch animals forms the basis unit in 
the construction of such an organisation. 

3.164. Milk Production Enhancement Programmes for all the 
participant States were prepared d1!ring the year and approved by 
the Board of Directors of the IOC. The programmes have already 
-been launched in Punjab, Haryana, Rajasthan, Western U.P., Tamil 
Nadu, Maharashtra, West Bengal and Gujarat. Implementation of 
such programmes is under discussion with the Andhra Pradesh and 
"Bihar State authorities. Wherever Co-operative Milk Producers' 
Unions have been established, the milk production inputs are being 
·channelised through the agency of these Unions. In other places. 
the formation of the Unions is in progress and the inputs program-
mes are being handled by the State Dairy Corporations. 

3.165. Asked as to how many c~ttle had been identified and 
-covered under this programme so far and how long would it take 
to complete the work, the Corporation in a reply after evidence 
stated that approximately 5,00,000 animals had been covered. Fur-
ther progress in i'dentification of animals WOul. depend on the speed 
-at which the co-operative unions could be established and developed. 
It was expected that it might take another 4 to 5 years to bring 
about a total coverage. 

3.166. It is stated that under the technical inputs programmes, 
-Stud Farms and AI Centres have lDeen established in all the parti-
cipating States!. Initial~ 100 JerseylHolstein-Friesian bulls were 
imported during 1973 and distributed in the Operation Flood States. 
It is now planned that all these Stud Farms and AI Centres will be 
developed into semen freezing stations. To strengthen these Stud 
Farms and AI Centres with further import of bulls as well as semen 
freezing and handling equipment, a proposal for import of 105 bulls 
of Jersey/i'riesian breed and establishment of eight semen freezing 
stations was made to the Danish Agricultural International Deve-
lopment Agency (DANIDA) through the Government of India. 
The first Danish Agricultural Mission visited India during March-
May 1974 and su.bmitted its repon. The Mission was not in a p0si-
tion to visit the Stud Farms and AI Centres established by the !DC 
and therefore a second Mission visited India during April 1975. The 
second Mission visited all the Stud Farms and AI Centres and has 
submitted its recommendations that most of the locations proposed 
by the Indian Dairy Corporation be developE'd as semen freemg 
'Stations. 
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3.167. In this connection the Corporation in a reply after evidence-
stated:-

"The recommendations of the Danish Agricultural Missions 
have been agreed by the IDC and are awaiting final ac-
ceptance by the Government of India. Arrangemenls 
have been made to start work as soon as the equipment 
is received. The stations to be located are as under: 

State Location 

(a) Frozen semen stations and Bull stations (Stud Farms) 

I. Rajasthan Bassi 

2. Pu.njab Bhatinda 

3· West Bengal Siligt:ri 

4· Andhra Pradesh Hyderabad 

5· Tamil Nadu Oot)' 

(b) Frozen Semen banks 

I. 

2. 

Rajasthan Alwar af'd Bibn er 

Tamil Nadu Mldurai 

Laboratory buildings and ancillary facilities have been com-
pleted at Bassi, Bhatinda, Siliguri, Hyderabad and Ooiy 
and at Alwar, Bikaner and Madurai and existing buildings 
a'l"e being renovated. Arrangements for providing trai.nbg 
of personnel at different levels have been approved. The 
plan is to have some 50 to 75 village inseminators trained 
and put in position in each of the above milk sheds by 
Marchi April 1976 by which time the equipment is expect-
ed to be available." 

3.168. In regard to the IOC's proposals on the recommendations 
of the Danish Agricultural Mission, the Ministry in a reply after 
evidence stated thilt the National Commission on Agriculture, in 
its interim report on Milk Production through Small and Marginal 
Farmers and Agricultural Labourers issued in December, 1971, had 
pointed out that Milk Production Enhancement Programme under 
WFP 618 "(Operation Flood)" envisaged gradual increase in the 
intake of milk for meeting the demand of milk in the four metro-
politan cities through indigenous procurement from production of 21 
lakh milch animals. These were estimated to comprise of .14 lakh 
cows and 7.0 lakh buffaloes. The proposal of the IDC for DAN1IDA 
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:assistance by means of equipment and machinery, frozen semen doses 
and training facilities, had been finalised in consultation with ihe 
concerned authorities including the donor. Under this programme, 
the IDC proposed to set up 9 frozen semen stations in different parts 
of the country. The sanction was expected to issue very shortly. 

3.169. Asked about the steps propOSed to be taken to accelerate 
:the progress of this Action Item, the Ministry stated that-

"under the Cross Breeding Programme which had been taken 
up in the 4th Plan and is being continued in the 5th 
Plan, approximately 5.0 lakh animals have already been 
covered. Five frozen semen stations have already been 
sanctioned with DANIDA assistance, and these together 
with other continuing programmes are expected to speed 
up the Cross Breeding Programme and reach the target 
by the end of the 5th Plan." 

3.170. It has been stated by the Corporation that the milk produc-
tion enhancement programmes include the establishment of cattle-
'feed plants in the participating States. A number of such plants 
have been approved by IDC, the details of .construction of these 
plants are given in Appendix II. It will be seen that only one 
cattle feed plant of 100 MTs capacity in Punjab at Khanna was com-
missioned during 1974-75. However, this Plant is functioning under 
the State Dairy Development Corporation. The performance is yet 
to be assessed. Five cattle feed plants are being constructed one 
each in Beldanga (WB), Sabarkantha and Banaskantha (Gujarat), 
Meerut (Western UP) and Patna (Bihar). Work on another five 
plants in Rajasthan, Eastern UP, Tamil Nadu, Andhra Pradesh and 
Maharashtra has been planned and is expecte.d to be taken up dur-
ing the next year. 

3.171. Asked about the comparison of cost of cattle feed and 
ether inputs with that of the inputs production in private sector, the 

: Corporation stated that "the experience at Amul and Mehsana has 
. shown that the cost of cattle feed and other inputs provided through 
the co-operative unions is much cheaper than those of inputs of the 
same quantity handled through private sector. The principle is to 
(:ut down the production cost by ;nore efficient management and 

,adoption of the least cost formulations and least cost system of dis-
tribution of the- finished product." . 

3.172. As regards, the effect of balanced cattle feed on the Iililk 
})roduction, the Ministry in a written reply stated that "experiment 
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have shown that milk production can be increased to the extent of 
. approximately 50 per cent by feeding balanced ration even to poor 
grade indigenous rural cows. The role of cattle feed in increasing 
the milk yield in the case, of cross-breed cows is still more ' im~ 
portant." 

3.173. Under the Plan of operations, an amount of Rs. 2850 lakhs 
.was allocated for implementation of this Action Item.· The year-
wise actual expenditure incurred on this Action Item from incep-
tion of Project till 1975-76 (September, 1975) is as under:-

197q-71 

1971-1'1. 

1972-73 

1973-74 

1974-75 

1975-76 . 
(rill Sept. 1975) 

• 
• 

Total 

(Rs. in laklts) 

14·64 

25.36 

64·94 

78·80 

.. 222·95 

95. 00 

501·69 

:u 74. In this connection the Ministry in a reply after evidence 
stated that the expenditure on this Action Item had been slow. 
It was felt that the expenditure which was at the level of Rs. 503 
lakhs against a total allocation of Rs. 2691 lakhs might pick up in 
the next year or so with greater attention that had been given 
recently to this aspect. 

3.175. The Committee note that as against a total allocation of 
Rs. 2691 lakhs against the Action Item No.7, the expenditure has 
'been of the ord8! of Rs. 502 lakhs only. The Ministry have admitted 
that the progress on this item has been slow. The Committee are 
Wormed that a total of 14 lakhs breeodable milch cows and 7 lakh 
Indfaloes, are to be covered under the mi~k production enhance-
ment programme, and out of this approximately 5,00,000 animals 
have been covered so far and further progress depends on the 
Speed at which co-operative unions can be established and developed. 
• Although the programmes have been launched in 9 States (Punja", 
"Raryana, Rajasthan, Western V.P., Tamil Nadu, Maharashtr~, 
West Bengal and Gujarat), impi'ementation of the programme i1i 
.. 4er disCtlssion with Andhra Pradesh and Bihar State Authoriti",. 
'l'he Committee would like to be informed of the position in regard 
tethese two States. The Committee regret to note that total 
coverage would take' aboBt 4 to 5 years and this programme wiil 
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Qot be completed even during the extended term of the "Opera-
tion Flood". As recommended in para 3.116 of this report, they 
would reiterate that the Ministry/Corporation should take concerted 
measures to take up the matter with the State Governments to 
accelerated the organisation of co-operative unions in the States in 
erder to give a fillup to this programme. 

3.176. The Committee find that the IDC proposes to strengthen 
the Stud Farms and Artificial Insemination centres by developing 
them into semen freezing station through assistance from Danish-
Agricultural International Development Agency. They are informed 
that the recommendations of the DANIDA have been agreed toby 
the Corporation and the sanction of Goverbment is expected to be 
issued "very shortly". The Committee feel that the identification 
and coverage of animals und~r the milk production enhancement 
programme have to b.~ speeded up to enable the organised dairies 
to capture commanding share 01' the milk markets in the cities. They 
recommend that the Corporatien should draw up a time-bound pro-
gramme to identify and cover the remaining 16 lakh animals under 
the milk production enhancement programme, take concerted mea-
sures in collaboration with the State agencies and ensure comple-
tion of the programme during the extended period of the project 
"Operation Flood". The Committee stress that the Ministry should 
expedite the matter and ensure that the work of development of 
semen freezing stations in different parts of the country is compl.et-
eel before the imported cattle arrive. 

3.177. The Committee are informed that, from the experience at 
Anand and Mehsalla, the cost of cattle feed and other inputs pro-
vided through the co.operative unions is much lower than those of 
inputs of the same quaiity handled through private sector. The 
Committee recommend that in the light of experience of Anand, 
Mehsana etc. an appropriate pattern for production and distribution 
of cattle feed and other inputs at economic cost to the me~bers af 
the co-operati'ves should be evolved and implemented.. 

3.178. The !Committee note, that out of 15 cattie feed plants 
proposed under the "Operation Flood", only 1 plant in Ludhiaua 
has been commissioned, 5 are under construction, 3 are under 
planning and in regard to the remaining 6 plants, even the pr~ 
8815 have not been received from the States. They are informed 
that milk production ran b~ increased to the extent of approxima~ 
lely 50 per cent by feeding balanced ration even to POOr grade inM-
cenous rural cows and in the case of cross-breed cows, the role ef 



89 

cattle feed is still mOl'e important. In view of this, the Committee 
cannot over~p~as'ize the im~~tance (»~ commiss~oning all ~ 
proposed cattle feed plants expeditiously. They would stress that 
the Corporation should take up this matter with the State agencies 
at the highest level, help them formulate proposals where these 
have not yet been formulated. and tab all possible measures to 
speed up the construdion and commissioning of the cattle feed 
plants according to a time-bound programme so that balanced feed 
is available to. the cattle and production of milk is enhanced. 

(V) Development oj improved milch animals Action Item No.8 

3.179. To meet the demand for pure-bred bulls of exotic breed 
with superior genetic merit, req~ired for cross-breeding of indi-
ge,p.ous cows, the IDC established 12 Bull Mother Farms during 
1973 in the participating States. In addition, financial as~is1;ance was 
also extended to Bharatiya Agro-Industries Foundation, UTali 
Kanchan, Maharashtra, and also to Gujarat Agricultural University, 
Anand Campus, Gujarat. DeveloPPlent of exotic breeds at the~ 
iocations, as on 31-~-1975 is given below:-

Adults Young Stock 
Sr. Name of State! Agency Breed Total 
No. Able Female Male Female 

I 2 3 4 5 6 7 8 

I Dairy Development Cor- Jersey l 4 34 18 28 84 
poration, Punjab. Friesian f' 

2 DairY Developmen t Cor-
poration, Haryana Jersey 3 24 18 II 56 

3 Rajasthan Govt. Jersey 3 53· 32 31 II9 

4 Pradeshik Co-Op. Dairy 
Federation Jersey 2 17 16 IS SO 

5 Li teracy House Uttar 
Pradesh . Jersey 2 33 24 22 81 

~ Bihar State DairY Cor-
poration Jersey 3 17 Report 

received 
not 20 

7 Prc.ject Cell, West 
B!ngal Jersey 3 20 12 18 S3 

8 Andhra Pradesh Dairy 
Dev. Corpn. Jersey 2 13 2 S 22 

*!n;luding the cows transferred to the IDC project from the Colombo Plan. 
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9 Indian Detenators Ltd. 
Hyderabad Friesian 

10 Tamil Nadu Dairy Dev. 
Corporation Jersey 

II United Planters' Asso-
ciation of Southern 
India Coonoor • Feriesian 

12 National Dairy Develop-
ment Board, Anand Jersey 

90 

4 S 

7 12 

2 IS 

7 16 

43 

297 

6 

9 

9 

26 

170 

7 

8 

8 

IS 

37 

198 

s. 

106 

Note ;-In addition to the above, the Bharatiya Agro-Industries Foundation, Urali 
Kanchan maintains 100 Jersey and 100 Ferisian COWS and Institute of Agriculture 
Anand 12 Jersey COWs. 

3.180. It 1s stated that all the uniJs together have so far supplied 
some 50 bulls and will be able to supply some 150 more breeding. 
bulls of Jersey IFriesian breed in the ensuing year. Some of the 
farms have also supplied young heifers, surplus to their require-
ment, to other institutions, including the defence establishment. In 
order to streamline the system of recording at the Bull Mother 
Farms, as well as assisting the formulation of policy on breeding in 
accordance with genetic principles, the IDC had assisted the NDDB-
in the development of a Farm Recording Manual. In order to train 
the Farm Managers, as well as Agronomists, the NDDB on behalf of 
IDC organised a one-week training programme for orientation in 
the farm recording system. The Farm Managers were advised 
to implement the recording syst~ on a· pilot basis and report the 
results to the NDDB for further follow up. 

3.181. Asked about the capital expenditure incurred in the estab-
lishment of each Mother farm, the Corporation has stated that the-
model scheme has provision of a capital investment of Rs. 13.S(} 
lakhs including cost ot animals. The exact investment will depend. 
on the local conditions and the availability of facilities. 

3.182. The Corporation further stated that the model schel'Ild 
expect that, 'provided full strength of cows are supplied, the farms 
will become economically viable from the third year onwards. 
Thereafter the scheme are expected to generate funds and operate 
on an economic viable basi's. In order to meet initial shortfall and 
to serve as a working capital, a sum of Rs. 3 lakh is given as a re-

-volving fund. No recurring expenditure is provided by the IDC 
for these Bull Mother Farms. 
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3.183. It has been stated by the Corporation that the IDC with 
the assistance of the NDDB has devised a reporting system for the " 
Bull Mother Farms which will also take into account the financial 
performance of the bull mother farJIls. However, visits by officials 
of the IDC to different places have indicated that the Bull Mother 
Farms located at Ooty (TNDDC) , Coonoor (UP ASI), Hyderabad 
(IDL) , Chemicals, (Bidaj NDDB) , Anand (Gujarat ~gricultural 
University), Bassi (RSDDC) , Bhiwani (HDDC) , Bhattain (PDDC), 
Bijnaur (Literacy House), Rae Bareli (PCDF) and West Bengal 
are likely to become economically viable very Soon. Only farms 
handled by the Andhra Pradesh Dairy Development Corporat~on 
Ind Bihar State Dairy Corporation are yet to attain viability. The 
problems relating to these farms are being taken up with the res-
\lective project authorities. . 

1.84 It has been pointed out that the presenJ strength of the im-
ported animals had declined as compared to the strength at the 
time of i'mport at various places. The Corporation stated that ."the 
reduction in the size of the imported herd in the farms at Lucknow, 
Patna, West Bengal, Hyderabad and Anand are due to (a) culling 
of the animals as outlined in the breeding policy of the farm and 
(b) due to premature mortality arisingot:l account of F & M disease 
and Theileriasis. The capital loss caused by the death of the im-
ported stock in most of the farms have been, restored by way of 
insurance reimqursements. In the remaining cases, claims are 
under process with the insurance company. However, in all such 
cases the herd stre.ngth has been restored by the farm bred stock. 
Table below gives the details of the original imported stock allot-
ted, deaths among them, number of cows culled/transferred and the 
present herd strength including the farm born stock:- ' 

Imported ---------
State/Agency '. , Initial 'Present 

stock stock 

F. M. F. M. 

I 2 3 4 S 

Andhra Pradesh Dariy 
Dev. Corporation 
Hyd. '. IS 2 13 2 

IDL Chemicals Hyder-
sbad 16 7 12 7 

CulI- Death Addition 
ing by farm Present 

tranS- born ani- strength 
fer mats 

6 7 

2 

4 

, ---F. M. 

8 9 

7 2 

9 6 

10 

35 
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Institu~e of J},gricultre, 

" Ariand • '.. • 104 4 52 49 3 91 200 

Pradeshic CO-Op. Dairy 
Federation . 20 2 15 2 5 16 15 46 

Lk!racy . House Lucknow 8 2 8 2 2S 22 86-., 
~PDB, An-r~ SS 4$ 6 4 36 17 9' 
Project Cell, West Ben-

sal 30 3 20 3 10 18 .7 43 

Sihil State D~ryCorpn. 
Patna . • • 30 3 17 2 14 report aWaited. 

42 

F. FJl1Ill~ ·Parnt stro!ngth increased by purchase of 29 farm born heifers frrm 
M: M<Jle Institute of AgricultUre, Anand. 

3.185 About the mortality of the young stock, the Corporation 
stated that "accepted calf mortality in the model scheme is 10-13 
per cent during the fustyear, 7 to 8 per cent during the second 
year and 5 ,er cent only thereafter. Calf mortality in some of the 
IDC farms are given below: 

Name of the Bull M)ther Farm Period of report 

I. West B!ngal 1an. 74 to 10.1y 75 (18 months) 

2. PUnjab Dlify D!veloprnent Corporation July 74 t? Dec. 1974 (6 months) 

3. Literacy House • Sept. 73 to SePt 74 (I year) 

4. HlrYlD3 Dliry Development Corporation July 74 to Juac 75 (I year) 

s. UPASr, C~oor 

6 Rljasthau 

7- G~jlrat Ajricultural University A nand 

March 7410 March 7S (I year) 

March 74 to March 75 [i yew 
March 71 to March 75 (Four 

Years) 

.. 
Calf 

mortaUty 
lIerccnt 

1:1 

8 

5 

12 

18 

12 

4'2 

---------------------------------
The very first year when the anilllals are imported from totall¥, 
different environmental conditions the imported stock are likely to 
get a set back until they are adapted to new climate conditions. 
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They are also exposed to diseases like F & M, Theileriasis etc. The 
calves born are also similarly affected. HOVllever, the second crop 
of calves are likely to get more adapted. As such mortality figures 
from third year a're expected to be less. . 

3.186 Regarding the steps taken i~ this direction the Corporation 
stated that:-

"IDC has advised all the implementing agencies to take pro-
phylactic measures such as vaccination against diseases 
like F & M, Rinderpest, Anthrax, Black Quarter and 
Haemorrhagic septicaemia, which affect exotic breeds very 
seriously. All the farms have been advised to conduct 
annual tests against incidence of T.B. and Brucemosis. 
Even though Theileriasis is a problem for exotic breeds, 
no vaccine against this disease is available in India. All 
the implementing agencies have reported compliance of 
these recommendations. The iDC has also been in touch 
with the implementing agencies regarding the diagnosis 
and treatment of Theileriasis in order to make available 
to them the experience gained in these matters in other 
farms within the country as well as from sources abro~d. 
IDC officers visit the farms periodically to ensure that the 
prophylaetic and diagnostic measures are properly follow:' 
ed.· 

3.187 Regarding proposal for import of 200 cows of Jersey/Frie-
sian breed, the Corporation stated that the requirement of addi-
tional breeding stock was estimated as 200 Jersey !Friesian heifers 
in April, 1974. The Danish Iriternational Development Agency was 
approached through the Government of India for assistance in pro-
curing this stock. The DANIDA visited the Bull Mother Farms only 
in April, 1975 and DANIDA agreed to provide about 80-85 heifers 
for the Bull Mother Farms located at Ooty, Coonoor, Hyderabad and 
Bassi, The Government of India were at present negotiating 'With 
the DANiDA the final arrangements for supply of 85 heifers. The 
IDC was re-estimating the requirement of additional stock for the 
other Bull Mother Farms taking into account the surplus breeding 
stock available in some of the Bull Mother Farms set up by IOC. 
As time passed the need for obtaining heifers/cows from abroad 
would be reduced as more and more heifers would be produced in 
the farms. 

3.188. Under Plan of Operation an allocation of Rs. 400 lakhs was 
made for implementation of the Action Item No. S. The year wise 
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actual expenditure incurred on this Action Item from inception of 
Project till 1975-76 (September 1975) is as under:-

1970-71 

1971-72 

1972-73 

1973-74 

1974-75 

1975-76 (till Sept. 1975) 

Total 

(Rs. in lakhs) 

5'00 

13'00 

52'97 

~5'42 

13'16 

13'08 

162'63. 

3.189. In this connection, the Ministry stated that the expendi-
ture on this Action Item had been rather slow. However, it would 
be possible for the IDC to step up the expenditure under Action 
Items No. 8 and 9. 

3.190. The Committee note that as part of its plan for develop-
ment of improved milch animals (Action Item No.8), IDe estab-
lished 12 Bull Mother Farms during 1973 in the participating states 
besides providing financial assistance to Bhuatiya Agro~Industries 
Foundation, Uruli Kanchan (Maharashtra) and Gujarat AgricUl-
tural University, Anand Campus (Gujarat) to meet the demand for 
pur.e-bred bulls of exotic breed with superior genetic merit. 

According to the model scheme drawn out in this regard, the 
Mother Bull Farms are expected .. to become ee.onomicaDy viable 

from the .. third year. onward. They are informed that excepting 
Farms handled by Andhra Pradesh Dairy Development Corporation 
and Bihar State Dairy Development Corporation all other Farms 
are likely to become viable very s~on. The Committee would like 
the Corporation to analyse the reasons as to why the Farms in Andbra 
Pradesh an' Bihar have not attained viability and take suitable 
remedial meaSMe6 in consultation with the State agencies to help 
tKem become viable at the earliest. They would like the Corpora-
tion to keep a watch on the working of other farms and also take 
timely measures to ensure their economic ~~nd efficient working. 

3.,.91. The Committee note that the number of the imJlbrted 
animals at the Farms in Lucknow, Patna, West Bengal, Hyderabad 
and Anand has declined and this is stated to be inter alia due to 
premature mortality arising on aecount of foot and mouth disease 
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and Theileriasis so far 42 animals are reported to have died on this 
account in all the States. 

3.192. The Committee are informed that in all such cases the 
herd strength has been restored by the farm bred stock. They are 
also informed that me officers visit all the farms to ensure that all 
1he implementing agencies take prophylactic measures such as 
vaccination against diseases like( F & M, Rinderpest etc. which 
effect exotic breed very seriously and conduct annual tests against 
incidence of T.B. and Brucellosi~. They are distressed to learn that 
though Theileriasis is a problem for exotic breeds, no vaccine against 
this disease is available in India. The Committee would like the 
CorporationJMinistry to urgently get in touch with the countries 
from where the animals are being imported to obtain expert opinion 
about the prophylactic and remedial measures against Then.eriasis 
and take all possible steps to have adequate stock of the medicine 
in order to save the imported animals from this disease. The Com-
mittee also suggest that the Ministry should examine the feasibility 
of manufacturing this important drug within the country instead of 
baving to import it every time. The Committee would also like 
the Corporation to analyse each case of preInature death of impor-
ted animal to make sure that such mortality is not due to any 
negligence on the part of the m~nagement concerned and initiate 
effective remedial measures where required. 

3.193. The Committee note that IDe proposes to import 200 cows 
of Jersey fFriesian breed with assistance from the Danish Inter-
national Development Agency (D~IDA) which has since agreed 
to provide about 80----85 heifers for tbe Bull Mother Farms at Ooty, 
Coonoor, Hyderabad and Bassi and that Government are negotiating 
with DANIDA the final arrangements for supply of 85 heifers. The 
Committee are informed that the need for obtaining heifers/cows 
from abroad will be reduced as more and more heifers will b~ 
1'8ised in the farms. The Committee would like self reliance to be 
developed in this important fitdd at the earliest. 

{VI) Project Planning, Implementation and Manpower Project Plan-
ning, Implementation and Manpower Developrnent- (Action 
Item No. 10). 

3.194. It is stated that during the four years' period, broad plan-
ning had been completed for the programme envisaged under Opera-
tion Flood Project and special mention may be made of the follow-
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tng developments which the Corporation bas actively encouraged 
and assisted: 

(i) The National Dairy Dev.opment Board has conducted 
"demand" studies in Delhi, Bombay and Madras and 
"Supply" studies in the States (excluding West Bengal) 
wherein lie the cities' hinterland milksheds. These reports 
have been sent to the Project authorities of aU the States. 
It has been stated by IDC that "the demand study for 
C~Jcutta and supply study for milk sheds of West Bengal 
were carried out by the MIS Group of NDDB in 1974-75~ 
The reports are under ftnalisation." 

(ii) The National Dairy Development Board has completed 
planning and designing of the cattle-feed plants, feeder r 
~alancing dairies and mother dairies and standardised the 
following designs:-

(a) Cattle Feed Plant of capacity 100 tonnes per day. 

(b) Feeder-Balancing dairies of capacities 1,00,000 litres and 
1,50,000 litres per day. 

(c) Feeder Dairies of ca.pacities 60,000 litres and 1,00,000 
Htres per day. 

(d) Mother dairies of capacities of 4,00,000 and 2,00,000 litres-
per day. 

(e) Bulk Vending Stations. 

(iii) The National Dairy Development Board has prepared! 
models for programmes under Action Item No. 7 and, 
m~el schemes for nucleus breeding herds under Action, 
Item No.8.' These have been forwarded to the States 
'Project' authorities. 

(iv) Facilities have been created at the National Dairy Develop;.. 
ment Board for training personnel at all levels sent from 
the participating States. During the year, 1975 personnel 
were imparted training. 411 personnel have been trained 
since the inception of the Project upto 31st March, 1975. 

3.195. Asked whether the trained personnel were being utilised 
by the StatE$ concerned in their projects under "Operation Flood·'. 
the Corporation stated:-

"As a matter of policy, training is imparted only to candidates 
sponsored by the participating States a."ld who. are already 
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in service. On completion of their training, they are uti-
lised for the Operation Flood Projects. 

As pei. our information, barring one or two instances, all the 
trained personnel are working in the projects under Ope-
ration Flood. / 

3.196. About the future programmes of training, the programmes 
involving 200 personnel during 1975-76 were planned as under:-

(i) Ex.ecutive DelVelopment Programme for 30 personnel of 
Feeder Balancing Dairies nearing completion. 

(il) E¥ecutive Programme for 20 personnel of cattle feed plants 
"nearing completion. 

(iii) Programme for 30 operator-Iev~ persons in Dairy Plants. 

(iv) Programme for 30 operator-level persons in plant main-
tenance. 

(v) Programme for 45 Technicians in Artificial Insemination. 

(vi) Programme for 45 Instructors in Artificial Insemination. 

3.197. It ~ stated that the Management Information System, for 
monitoring Operation Flood, coveiing not only the dairy plants but 
also the farmers' organisations and milch animals in the milk-sheds, 
continued its development at the National Dairy Development Board. 
The Corporation has commissioned a continuing information system 
and a systems development programIl'lel fOr Operation Flood, to be . 
implemented by the NDDB. 

3.198. It has been stated by the Corporation that the proposal for· 
conducting rural household surveys in 18 selected "Operation Flood" 
milk sheds an urban household surveys in the four major metropoli-
tan cities by NDDB had been accepted by IDC. In addition, Systems 
Development and Implementation Plants in 18 application areas were 
also proP9Sed to be undertaken. A methodology had been worked 
out for the field work in this regard. 

3.199. Asked about the specific benefits derived by IDC from 
such surveys, the Corporation stated that-

"Specific benefits will be derived not only by the IDC but the 
dairy industry as a whole from this survey from third 
year onwards." 
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(i) Under Operation Flood, facilities have been created for 
conducting a full-scale farmers' induction programme. 
Under this programme, progressive farmers from the 

. various milksheds Operation Flood are brought to Anand, 
so that they can see for themselves how the Anand Pat-
tern works. These farmers are then able! to guide and pro-
vide leadership in the formation of co-operative societies, 
with the help of the NDDB Spearhead Teams, in their own 
milksheds. So far, 238 fanners have been able to benefit 
by this programme conducted by the NDDB. 

(ii) Under this programme, a Training Centre has been estab-
lished to develop technical manpower in the field of arti-
ficial insemination at Bidaj. The training Centre will 
have facilities to train two groups: (i) Veterinarians, 
Farm Managers, AI Technicians etc. in freezing semen and 
handling frozen semen, as well as in the management of 
breeding bulls, artificial insemination and physio-pathology 
of reproduction and (ii) rural youth in artificial insemina~ 
tion and pregnancy diagnosis. The first group will be able 
to man the Stud Farms and AI Cetntres which are to have 
semen freezing facilities, at the headquarters of the 
Unions-and the second group, rural youth, will work as 
lay inseminators, marketing micro-level artificial insemi-
nation facilities at the village societiels (the Training 
Centre has been able to train 91 persons at these levels). 

3.200. Under the Plan of Operations of "Operation Flood" the pro-
grammes under Action Item No. 10 are under the direct investment 
of the IDC. Against the original total allocation of Rs_ 358 lakhs for 
implementation of this Action Item, the actual expenditure incurred 
<on this Action Item from inception of the Plan till 1975-76 (Septem-
ber, 1975) is as follows:-

(Rs. in lakhs) 

1970-71 10-77 

1971-72 27-56 

1972-73 9-~ 

1973-74 9-09 

1974-75 35-03 
• 

1975-76 (till Seop_ 1975) 13-0S 

Total 104-66 
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~.201.Jn this, connection, it has been stateid by me that: 

"The additional investment' in the Fifth Plan on dairy develop-
ment programmes has a greater emphasis QIlproject plan-
.~ing to ens~re the econo,mic viability of the variouS pro-
gfammels beIng undertaken. This also calls for manpower 
devel?pment to ensure that these projects cab not only 
be built but also successfully be implemented on continu-
ing basis. The expenditure has been e.stimated at Rs. 2.475 
crores which works out to approximately 5 per cent of the 
total expenditure for the Fifth Plan." 

3.2~2. Regarding allocation of funds on this· Action Item the 
Ministry ~n a reply after etVidence stated that though the expenditure 
on Action Item .. No. 10 had been rather slow the expenditure on this 
Action Item was likely pick up in the remaining period of the project 
and might reach a level which might be approximately 80 per ~ent 
of the total allocation under this Action Item. 

3.203. T~ CQID,IIlittee note that the NaJional Dairy Development 
Board (NI?DB) has cond~cte4 "demand" studies in Delhi, Bombay 
and Madras and "supply" studies in the States (excluding West 
Bengal) wherein lie the cities hinterland milk shoos. The reports for 
Calcutta and West Bengal are under finalisation. . The Committee 
suggest that these "demand" and "supply" studies may be updated 
from time to time so as to facilitate action to balance the demand 
with supplies. 

3.204. The Committee are informed that facilities have heen creat-
ed at the NDDB for training personnel at all levels sent from the 
participating States and a training centre has been established to 
develop technical manpower in the field of artificial insemination. 
They would like the Corporation/NDDB to draw up a perspective 
plan of the manpower requirements and aftange the training pro-
grammes in such a way that adequate number of trained personnel 
of all categories become available to man the expanding a~tiJities 
at the appropriate time. There should be a close liaison witlt the 
State authorities and dairies in the field so as to ensure that the cur-
riculam and contents of the training programme subserve the objec-
tive. .... 

3.205. ~ Committee note that the Management Information 
System is being developed at the NDDB to monitor "Operation 
Flood" and to cover not only the dairy plants hut also the farmers' 
organisations and milch animals in the milk sheds. The Corporation 
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Is also stated to have eommissioned a continuing informati.system 
and a system development programme for the project, to be imple. 
mented by the NDDB. . The Committee also note that according to a 
proposal accepted by IDC, NnDB will be conducting rural and urban 
bousehold surveys in the "Operation Flood" areas for which metho. 
dology has been worked out. The Corporation expects that specific 
benefits will be derived not only by the me but the dairy industry 
as a whole from these surveys. 

3.%06. The Committee suggest that the CorporationfNDi>B sbould 
develop the Management Infonnation System on scientiiic lines on 
various aspects of working of the projects under Operation Flood not 
only to monitor tbe activities in the interest of eBicient working of 
the dairy plants but also to feed the producers and feederjhalancmg 
dairies with all the relevant information to ena1)1e them to organise 
their operations economically and efficiently and thus achieve the 
sOcial objectives of the project. The IDC/NODB may help devise 
a system of meaningful reporting from the plant level to manage-
ment which would enable the latter to keep a contemporaneous 
watell on the functioning of the Unit and ·take timely reinedial mea-
sures in the interest of improviiag' efticie~cy and etfeeting eeODOJilieis. 
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SPECIAL NUTRITION PROGRAMME 
, 

4.1. Under the agreement with UNICEF,' Go~ernlV-ent of India 
have sanctioned. a 'Special Nutrition Programme' under which double 
toned milk is to be distributed to pre-school chudren at 8 ozs per day 
per child and the subsidy towards distribution of milk over a period 
of 10 years, shoUld not he less than 1! times the landed value of 
equipment for dairies supplied by UNICEF as gift (the value of the 
equipment expec~ed is estimated at Rs. 1.83 crores).. . 

4.2. It has b*n stated by the IDC that the Special Nutrition Pro-
gramme 'ishandIed by the Social Welfare Department of Govern-
ment of India with the assistance of Social Welfare:pepartments 
of States. The' role of IDC is confined to payment of bills ot milk 
schemes for su~:p~y of double toned milk und~r this programme. The, 
concerned milk' scheme supply double tonned milk to the Social 
Welfare Departments/Municipalities of the State Governments and 
the milk is distributed to the children free of charge. The i~ple­
menting agencies, viz. the Social Welfare Department/Municipalities 
ensure distribution of milk to the beneficiaries under the programme. 

4.3. Sanctions for the programmes are issued by the Ministry of 
Agriculture every year in consultation with the Depart~ent of Social 
Welfare. The scheme was contemplated to be introduced in 20 citi'es, 
but at present the programme is being implemented in seven cities 
of Bombay, Calcutta, ~lhi, Madras, Ahmedabad, Baroda and Surat 
.only. The Milk is provided by the local m:ilk schemes while the dis-
tribution is don~ by the State Governments' through tbeir Social 
Welfare DepartmentsjMunicipalities concerned. 

4.4. The Government of IncUa have toanctioned the distribution of 
rnilk to children ~fO-~ years age gro~p as shown belovv:-

Quantity of 
City No. of Milk 'in il 

Children Mouth (Lit.) 

B:Jmbay 47,900 3,20,580 
Calcutta 38,600 2,65,780 
D~lhi 11,600 79,560 
MuTas 38,000 2,60,300' 
Ahmedabad 21,800 1,49,33 0 
Blroea 6,000 41,100 
Surat 3,500 24,660 

1,66,500 11,41,330 
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4.5. The cost of the milk to the extE$lt of 60 paise per litre is met 
out of funds provided by Social Welfare Department of the Gov-
ernment of India through State Governments and the balance is met 
out of Special Nutrition Funds built up by IDC out of the landed 
value of the UNICEF equipment actually transferred to the dairieS' 
(Rs. 97.60 lakhs upto .3lst March, 1975). 

4.6. It was stated by IDC in a written reply that against the aid, 
of US $ 2.44 million (Rs. 1.83 crores) expected in kind from UNICEF. 
Stainless steel and dairy equipment valued atRs. 113.50 lakhs were 
received by 31st March, 1975. Out of these, matejrlal valued Rs. 97.60 
lakhs was transferred to the dairies; the balance is stated to be await-
ing fabrication or delivery at the end of 1975. . 

4.7. About the receipt of remaining portion of the US aid, the Cor-
poration stated that "the value of stainless steel and dairy equip-
ment received as on 31st July, 1975 now totals Rs. 176.73 lakhs leav-
ing a marginal balance of Rs. 6.27 lakhs only. This amount is pro-
posed to be utilised for importing Our pressing rqquirements, parti-
~~lar1y the spare parts." 

4.8. Asked whether the Corporation exercised any check on dairies 
to make sure that the material supplied by them 'had been put to pro_ 
per and efficient use, the Corporation replied in affirmative. It was 
added:-

"In our experience, the equipment is being used satisfactorily. 
This has also been seen by the UNICEF representative 
a:fter his visits to the various plants dl¢ng the visit Qf the' 
second WFP~Evaluation Mission Team." 

4.9. Regarding total amount reimbursed to the dairies, the' Corpo-
ration stated that the payments made by IDC out of Special Nutri-
tion Fund towards the cost of milk in excess of 60 paise per litre 
were Rs. 14,34,031 during 1974-75 and Rs' 33,46,015 si~ inception 
of the schemes upto March, 1975. 

4.10. The Committee askai whether IDC assisted any Govern-
ment/Cooperative/private body interested in the promotion oj. dairy 
industry to meet the requirements of milk products of the vulnerable 
groups, such as, nursing and expectant mothers and pre-school chil-
dren in special in urban areas. The representative of the Corpora-
tion stated during evidence, that at the moment, it was only limited 
to the schemes sponsored by the Sorial Welfare Department for 
which financial assistance was given from the fund which the IDe 
had generated out of the value of the UNICEF-donated equipment. 
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4.11. The Chairman, IDC added that the UNICEF donated to them 
certain equipment and they had put the value of that equipment into 
a fund for children and expectant mothers. Out of that money, they 
gave to the State Governments who in turn :feed the children that 
they select through the Social Welfare Department of the Ministry. 
Rupees 2 crores were made available for subsidising milk to the vul~ 
nerable sections, particularly children and~expectant motnt!rs. 

4.12. Chairman, IDC, further stated:-

"The poorest segments of our population are not necessarily 
found in the cities of India. The poorest people of India 
may well be found in the villages of India. Therefore, 
one of my complaints against the UNICEF has been that 
they always discover poor children in big cities." 

4.13. Asked whether the Special Nutrition Programme was likely 
to be introduced in other cities in near .future, the Corporationsta~ 
ed that "the Ministry of Agriculture in consultation with the Depar~ 
ment of Social Welfare, decides about the implementation of the pro~ 
gramme in various cities." 

4.14. In this connection the Ministry have stated: 

"The Special Nutrition Programme was being financed by the 
Department of Social Welfare during the 4th Plan from 
:funds available under UNICEF Assistance Programme. 
The programme has been transferred to the State sector 
under the Minimum Needs Programme. The extension of 
the programme and to place it on a permanent footing, 
would depend largely on the extent to which financial r~ 
sources can be found by the State Governments to meet 
the difference between the cost of production and the sale 
price of double toned milk. The matter is under cousicie-
ration." i. 

JU5. It is seen that in this regard theS~nd Inter-Agency Re-
view Mission stated that: .. ";-

"any use of milk in social welfare scheme should. be clearly de-
fined as Government's responsibility and the cost should 
in no way be borne by the milk plants. Since this in effect 
would be asking the low income rural producer to subsi-
dise milk supplies for middle income urban consumers." 

4.16. The Corporation stated that "the second Mission Team pro-
bably wanted to point out that the milk schemes should not run at 
a loss in order to supply milk to consumers at an uneconomic price. 
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4.17. The Committee note that under the agrecment with UNICEf. Government. have sanctioned "Special Nutrition Programm'a" wlder which double toned milk is distributed to pre-school children at 8 ozs. per day per child free of charge. The cost of the milk to the extent of 60 paise per litre is met by the Government of India and the balanee is met out of special Nutrition Fund by IDC out of the landed value of UNICEF equipment supplied for the dairics as gilt (the value of equipment expected is estimated at as. 1.83 crores). The Committee are informed that this programme is handled by the Social Welfare Department of Central Government with tbe assist-ance of Social Welfare Departments of the States and the role of IDC is confined to payment of bills of milk schemes for supply of milk. The scheme has so far been introduced in Bombay, Calcutta, Delhi, Madras, Ahmedabad, Baroda and Surat in which over It lakh children are given milk under the programme and nearly Rs. 33.5 lakhs have been paid out of the Special ?{utrition Fund till the end of March, 1975. . The Committee are not happy at the slow progress of the p~ogramme which has so far been introduced only in 7 cities whereas it was contemplated to be introduced in 20 cities. They. would like the Government to identify other places for being brought under this programme and extend this programme to those places expeditiously. They feel that the Government need not confine this programme only to the big cities as has been done so far. 

4.18. The Committee are informed that the programme was being 'financed during the Fourth Plan from funds available under UNICEF Assistance Programme and that it has been transfer~d to the State sector under the Minimum Needs Programme. Accordin~ to the Ministry, the extension of this programme and to place it on a per-manent footing would depend largely on the -extent to which finan-cial resources can be found by the State Governments to meet the difference between the cost of production and the sale price of double toned milk. The matter is stated to be under consideration. The Committee feel that hayin, started this programme of supplying .ilk to vulnerable groups free of charge, it will be disappointing if it is curtailed or terminated on the ground of lack of resources. They would stress that Government should, in consultation with the States, make all out efforts to find ways and means of not only con-tinuing this wholesome programme but also extending it to other areas in the interest of real1y needy and deserving members of vul-
nerable sectiolls of society. 

The Committee would also like Goverrunent to ensure that any lise of milk in social welfare scheme should be such as not to result 
fin a loss to the milk plants. 
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NATIONAL MILK GRID 

5.1. The IDe has taken steps to initiate national milk grid, linking 
Bombay, Calcutta, Delhi and Madras. This is expected to serve as 
the nucleus for a fluid milk grid so that regional imbalances are re-
moved. This step is aimed at eliminating the country's dependence 
,on imports keeping up supply of fluid milk in cities. , 

5.2. According to the Interim Evaluat~on Report of the Inter-
Agency Mission. As the "Operation Flood" milk marketing program-
me gathers momentum, an additional 1: 75 million litres of milk -will 
have to be transported {either in liquid or in concenirated or pow-
der form) to the four major cities of Delhi, Calcutta, Bombay and 
Madras from their adjoining milk-sheds. These facilities would link 
up the feeder and feeder-balancing plants in the milk production 
areas with the city plants in the consumption centres. This is, of 
course, the primary objective of the national milk-grid, which can 
be considered as consisting 0:£ four regional grids, a northern grid 
to feed Delhi, an eastern grid to feed Calcutta, a wes!ern grid to 
fe~ Bombay and a southern grid to feed Madras. The regional grids 
w:U need least-cost inter-connections, to help' ensure balanced sup-
plies at equitable prices throughout what will by then be the national 
milk grid. In the final stages, the inter-regional grid would extend 
to an arc between Bombay, Delhi and Calcutta. It may also be pos-
sible to extend the arc up to Andhra Pradesh in the east. However, 
it may not yet be possible to complete the circle by linking the 
AndhTa Pradesh, Madras and Bombay regions. 

5.3. Evaluating the requirements of th~ gIids the. Inter Agency 
Mission has stated that their surplus and deficit quantities of milk 
work out as follows: - . 

(a) Western regienal grid-surplus of 2,80,000 litres a day. 

(b) Northern, eastern and southern regional gride-total defi-
cit of 5,00,000 litres a day. 

(c) To balance the national grid it will be imperative to pump 
milk iIito the deficit areas from the surplus areas. The 
overall deficit of 2,20,000 litres a day _of fluid milk in the 
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national grid will be balanced by further devel09ment ot 
milk-shed areas, and the ~sultant supplies of conserved 
milk solids from the feeder-balancing~ dairies. whih are be-
ing established and expended through "Operation Flood'" 
and WFP aid. 

5.4. It has ~n stated :by the Corporation that the: Feeder Balanc-
ing Plants in surplus rural areas can best be linked to the'ur'blm milk 
consumption centres via a net work of storage/transportation facili-
ties. These facili~, created under Operation FlOOd can be eff~­
tively eIIll?loyed only if the techno-economic of such movements are 
consistent throughout the entire system. Thus, the recommendations: 
in this proposal assume an appropriate rationale between the supply-
demand situation and . m'iIk ·prices. Given this rationale, one of the-
objectives of this plan is to make the milk grid operational by link-
ing a larger number of rural milksheds with the urban milk markets 
in the project area. . 

5.5. In this connection, the Chairman, IDe while explaining the' 
scheme informed the Committee during evidence that:-

"First we would be linking the milk schemes of, Bombay, Delhi, 
Calcutta and Madras in the fOrm of a gri.d, which means 
that if there should be no rains in western India and ther~ 
should be good rains in Northern India, if there is shortage 
of milk in one part and surplus in another, we would be 
able to move milk from the surplus areas to the shortage 
areas. We will do it through our railway tankers. 

Secondly, we ·have the operation flood dairy. Suppose our 
dairy in Patna 'is unable to' collect milk in - cOIIlQetition 
with private ghee merchants in Patna, because the ghee-
price in Calcutta is high. In that case, we will h~:ve to-
tell Vijaywada dairy in Andhra Pradesh' to produce addi-
tional quantities of ghee and send it to Calcutta to depress-
the prices of ghee there to the required extent. This is a 
rather complex process. For this purpose cOIIlQutor ana-
lysis is required. We are working out the different sys-
tems on the basis of the Gujarat milk grid, which is al-
ready operating with 13 lakh litre grid. It is.an extremely 
complicated system and we are trying to sort it out. 'rhere 
should·be feeder balancing dairies becaust there will be 
regional imbalance in production and demand of milk. 
This grid will have the tendency to equalise the price of 

L milk more or less between all the citiefh 
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Thirdly, it would benefit by standardisation of the dairies. The 
mother dairy in Delhi would be exactly like that of the 
motheJ',Q,airy in Bombay, Calcutta or Madras. So, there 
·woula be standardisation 01i spare ~arts and inventory 
control. Judging the efficiency of the dairies also becom-
es easier. 

The grid is connecting the farmers of one area with the far-
. mers of another area. There is already linkage between 
Bombay and Delhi through Gujarat. We have to r.egu-
larise that and strengthen that so that jf there is shortage 
of milk in Delhi and there is surplus in Guj arat, milk 
can flow from Gujarat to Delhi if required. Now we want 
to establish linkage from Delhi to Calcutta.. 

5.6. In regard to the financial implications of this scheme, the 
Chairman, IDC stated that:-

"It is the cost of the transport system .of 30 broad-gauge tan-
kers and ten metre-gauge tankers." 

5.7. It has been stated that to make the National Milk Grid ope-
rational, additional facilities in tl1e form of rail tankers, insulated! 
refrigerated wagons and additional storage facilities would be re-
quired for which a provision of Rs. 1. 60 crores has been included in 
the IDe proposals for the Fifth Plan, 

5.B. In this connection the Ministry in a reply after ;evidence sta-' 
ted that-

"In order to link rural areas surQlus in milk with urban milk 
consumption centres through a net work of storage/trans-
portation facilities, the IDC has proposi!d a Scheme in its 
5th Five Year Plan proposals. A concrete proposal on 
this subject is awaited from the IDC. A broad outline of 
the National Milk Grid has been sent by the NDDB for 
consideration of the Planning Commission with a copy 
to this ne,artment." 

5.9. The Ministry further stated that details of the Scheme and 
financial implications were still to be furnished by the 
IDCjNDDB. 

5.10. The Committee desired to know the views of the Ministry 
about removing the regional imbalance in the demand and supply of 
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milk by linking Bombay and Delhi through Gujarat. The Ministry 
stated that-

CIA link between Bombay and Delhi through Gujarat, for re~ 
moving the regional imbalances in demand and supply of 
milk, has not been established so far. The IDe is exam~ 
ining a proposal for speedy transportation of milk from 
Mehsana district in Gujarat to Delhi in order, on the one 
hand, to reduce the glut in Gujarat State during the flush 
season, and, on the other, to Qrovide assured supply to the 
second dairy in Delhi. The arrangement is still to be wor-
ked out and tried." 

5.11. The Committee note that IDC has taken a number of steps to 
initiate a National Milk Grid Scheme consisting of four regional grids 
to remove regional imbalances and to eliminate the country's depen-
dence on imports for keeping up supply of fluid milk in cities. They 
are informed that the scheme would link the milk schemes of Bom-
bay, l)elhi, Calcutta and Madras and also the feeder-balancing plants 
in surplus rural areas to the urban milk consumption centres via a 
net~work of storage/transportation facilities. . In due course the 
scheme could enable movement of 2,80,000 litres of milk a day from 
surplus western grid through a net work of r9ad and rail tankers into 
the Northern, Eastern and Southern grids thus reducing the deficit 
of 5 lakh litres a day in these grids to 2.2 lakh litres a day. The 
National Milk Grid is also expected to equalise prices of milk, more 
or less, between all the cities and achieve establishment of connec-
tions between farmers of one area with the farmers of the other 
areas. It will also help standardisation of dairy plants, spare parts 
and facilitate better inventory control. 

'l'he Committee are informed that the concrete proposals about 
this scheme are yet to be received in the Ministry from the IDC al-
though the broad outlines of the scheme have been sent hy NDDB 
for consideration of planning Commission with a copy to the admin-
istrative Ministry but the financial implications are yet to be worked 
out. 

The Committee feel that the National Mi'k Grid Scheme will, if 
'Properly implemented, be in the overall interest of the country as a 
whole and will help the producers in surplus areas to find markets 
for their surplus milk and remove scarcity of milk in the deficit areas. 
The Committee need hardly point out that if the tempo of develop-
ment and pNduction of milk in surplus areas is to be sustained it is 
imperative that the supply of milk from surplus to deficit areas 
should be maintained on an assured basis. . As pointed out by the 
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Inter-Agency Evaluation Mission the regional grids will need least-
cost inter-connections to help ensure balanced supplies at equitable 
prices throughout the National Grid. The Committee stress that the 
network of storage and transportation facilities should be operated 
at most economic costs, so as to minimise the overhead expenditure. 

5.12. The Committee would like the Corporation/Government to 
evaluate the experience of the regional milk grid operating in Guja-
rat and draw up guidelines in the light of this experience for the 
extension of the grid to national level. 

5.13. The Committee feel that it will be necessary to have one 
CentrQl authority (which can be IDC) which can be made respon-
sible for developing and ensuring efficient functioning of the National 
Milk Grid. They also feel that the administrative Ministry would 
have to take interest in the implementation of the scheme and give 
purposive leacj to resolve the problems of coordination with the state 
authorities and also with the Central authorities concerned with the 
movement of milk by rail. The Committee recommend that before 
implementing the scheme the proposed Central authority and the 
administrative Ministry should, in consultation with the States con-
cerned, make arrangements for gathering market intelligence in de-
ficit regions regarding the quantity, quality and price of milk and 
milk products required there and feeding it back to the surplus re-
gions so that the surplus regions can plan out their production and 
,pricing strategy to suit the needs of consumption in deficit regions . 

. Keeping the overall position of demand and supply, the Central auth-
ority should work out the techno-economics of the movement of rail 
and road tankers so as to ensure the quickest transportation of milk 
at most economic cost. Ii should organise its operations in such a 
way that the scheme is on the whole econoD).ically viable and achieve 
the object of ensuring balanced supplies of milk, at equitable prices 
both to the producers and consumers throughout the National Milk 
Grid. 

5.14. The Committee note that standardisation of plants for dair-
ies would facilitate the setting up of National/regional milk grid 
and also cut down costs on maintenance of the dairies and facilitate 
inventory control. The Committee would like Indian Dairy Corpo-
ration to take a lead in this behalf so that the new dairy units which 
come up in the country conform to the prescribed standards right 
from the inception. 



VI 
FUTURE PLANS 

A Dairy Development During Fourth Plan 

6.1. According to the Draft Fifth Five Year Plan Decouments 
"there is a significant gap between the installed capacity of the ex-
isting milk plants and their utilisation levels in the flush season. 
One of the main tasks in the Fifth Plan will be to take steps aimed 
at increased milk production in the milk sheds of these schemes and 
also to strengthen the arrangements for procurement and transport. 
In the Fourth Plan, it was visualised that, in order to facilitate effi-
cient operation of these schemes, their management should be trans-
formed from departmental to corporate character. Only limited 
progress has been made so far. In the Fifth Plan, it will be neces-
sary to ensure that these milk plants are no longer operated depart-
mentally and sui~ble agencies are created fol' their management 
and operation. It is also visualised that these agencies will be in-
creasingly involved in the supply of inputs and other services con-
cerned with milk production in their respective areas." 

6.2. Asked as to whether Government had gone nto reasons for 
this gap and if so what ste;>s had been taken or proposed to be ta-
ken in this direction, the Ministry in a. reply 8iter evidence stated-

"At the beginning of the 5th five-year plan, the existing milk 
plants were unable to utilise their installed capacities to 
the maximum on account of the following reasons:-

(i) When these milk plants were licenced under Industries 
Development (Regulation) Act, 1951, the milk sheds of 
these phints were not well defined. As a consequence, 
private milk 'Product manufactUJ"ers which were set up 
adjoining the milk plants, were encroaching upon the 
milk sheds of the city plants. While the milk plants 
in the public/cooperative sectors had limitations in re-
gard to procurement price for raw milk as it was rela-
ted to the selling price of milk, the private product ma-
nufacturers (primarily engaged in conversion of milk 
into milk products which gave greater economic return) 
were able to pay higher' price and thus encroach upon 
the milk sheds of the milk plants. As a result, substan-
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tial quantities .of milk were drawn by the private pro:-
duct manufacturers from the cOIIlOlOn areas of milk 
.avaUability of ' milk to the city plants, both in the flush 
. and the -lean season at the e~· of .. the city milk 
'plants reducing the aVailability . 

. fU) City milk plants primarily engaged in the distribution 
of mHk to the city consumer had certain commitments 
in regard to quantity of milk to be distributetl over 
the year. Since availability of.milk during summer 
was substantially lower than the quantity available in 
the flush season the milk pl~ts had to place restrictions 
on themselves, in. regard to· use .of milk even in the flush 
season and., as a consequence, only such quantity of 
milk as was capable of being supplied all the year round 
was procured and !?rocessed. 

As sufficient supplies of S. M. P. and butter oil were not av-
ailable in the initial stages' of the project, the city milk 
pI.a.nts had to rely mainly on rurally, procured milk and 
the shortages in summer could not be met by resort to 
S.M.P. and butter oil for recombination which was, in 
short supply." 

6.3., In regard to the'steps taken in the matter, the Ministry sta-
¢eel that: 

"as a result of concerted efforts for increased milk 9roduction 
by cross-breeding' improved feed and fodder, artificial 
insemination services, animal health cover in I.C.D. Ps 
and Key Village Schemes, the production in most areas 
has improved. Integrated Cattle-cum-Dairy Development 
'Projects have been taken up with IDA assistance in Ma-
dhya Pradesh, Rajasthan, Karnataka and three more are 
proposed to be taken up shortly, for improving milk pro-
duction and increased availability o:fi milk ·to city milk 
plants. Increased milk production has also come about as 
a result of efforts under various Action items under Pro-
ject WFP 618. In order to off set the wide gap in quanti-
ties available in flush and summer months, SMP and but-
. ter oil under WFP 618 is being made available to the city 
milk plants to kee;> up the supplies in lean months as 
far as possible. 

The Ministry of Industrial Development, which is administe-
ring the Industries (Development and Regulation) Act, 
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1951, has been apprised of the difficulties experienced by 
the city milk plants on account of encroachment by the 
private milk I?roduct manufacturers for consideration ot 
that Department and suitable remedial action." 

6.4. The Committee. note that according to the draft Fifth Five 
Year Plan. document, there is a significant gap between the installed 
capacity of the existing milk plants and ·their utilisation levels even 
in the flush season. The gap it is stated, was due padly to milk sheds 
of the plants not being welI defined with the result that private milk. 
product manufacturers drew substantial quantities of milk from the 
common areas of milk availability by payment of higher prices both 
in the flush and the lean season at the expense of city milk plants. 
The Committee are informed that the Ministry of Agriculture have 
aprised the Ministry of Industrial Development of the diffir.ulties ex-
perienced by the city milk plants on account of encroachments by 
private milk product manufacturers and requested them for suitable 
remedial action. . The Committee need hardly stress that the Gov-
ernment should keep foremost in view the interests of producers and 
consumers of milk in natural form while considering applications 
from the private sector for manufacture of milk based product. The 
Committee feel that if the farmer's cooperativ~ are set up and their 
linkage with feeder/balancing dairies is established under the 
"Operation Flood" expeditiously and the producers start getting re-
munerative prices and other benefits under the project, the difficul-
ties experienced by the city milk plants in attracting adequate sup-
plies of milk would disappear to a considerable extent. 

B. Fifth Plan Proposals 

6.5. According to the Plan of Operations, the implementation ot 
"Operation Flood" project involving 11 Action Items was originally 
estimated to cost Rs. 95.40 crores. It has been stated by the Corpo-
ration that the scope of this Qroject is limited to .the Fifth Plan al-
locations as indicated by the Planning Commission. The provisional 
allocations under the Fifth Plan for Milk Marketing and Dairy De-
velopment projects to be undertaken by the Indian Dairy Corpora-
tion have been fixed at R. 115.00 crores including the spill-over ot 
Operation Flood from the Fourth Plan to the Fifth Plan. 



113 

6.6. Summary of Fifth Plan Outlays is indicated as follows:-

Action Item 
Fifth Plan 

provision' 
(Rs. in crores) 

(I) Expansion of the city dairies existing capacity to obtain a tapid in-
crease in their distribution ofliquid milk. . ' 

(II) Expansion of 'handling capacity by additions to existing handling 
f.u:ilities and erection of raw urban liquid milk plants 

(III) Storage and long distance milk transport facilities 

(IV) Milk collection and chilling centres 

(V) Feetier-ba!ancing milk plants 

(VI) Resettlement of city kept cattle and bufthloes 

(VII) Increasing milk production by provisicn of technical inputs Which 
will include production of ready mixed conceI!tratfS an0. gt"eul 
fooder, artificial insemination, veterinary services and m(0.i-
cines 

(VIII) Development of improved milch animals 

(COO Organisation ofruralprccurement milk 

(X) Project planning, implementation and manpower develcpmfnt 

Operation Flood Expenditure (As per Appen0.1X I) 

Calf raising subsidies 

Total 

2'740 

1'875 

1'600 

0'310 

II' 600 

12'610 

6'100 

5'696 

2'475 

45'000 
70'CCO 

122'83° 

While expenditure on "Operation Flood" is largely being met 
from funds generated by WFP-donated commodities, :funds for' 
new schemes are to be provided by Government of India. 

6.7. The spill-over of "Operation Flood" from the Fourth Plan 
to the Fifth Plan may be seen as in Appendix III. At the original 
total proj:ect costs, this spill-over would have been Rs. 60.60 crores. 
However, it is estimated that, at current prices, it would need Rs. 
70 crores to achieve the physical targets laid down in the plan ot, 
action for Operation Flood. 

6.8. During the Fifth Five Year Plan, the Dairy Devel~ent 
Programmes handled directly by the Indian Dairy Corporation 
would involve coverage altogether of some 85 districts in 1'1 states. 

In particular, with the onset of the Fifth Five Year Plan, the so-
ciety oriented rural programmes for milk production and marketing 
are to be stepped up. There are two related objectives-to obtain a 
greater coverage more rapidly by uncleus milk producers' organisa-
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·tions and to initiate I,?ractical programmes to increase milk prod tic-
-tion via these new milk producers' organisations as they start up. 

6.9. It has been stated that it is proposed to set-up the following 
... during the Fifth Plan:-

(i)' Building up Milk Producers' organisation (Action Item 
No.9) with processing and marketing- facilities as they 
will require' during the Fifth Plan period. 

(ii) Subsidiary Corporation for manmacture of Dairy machi .. 
nery. 

(iii) Subsidiary Unit for manufacture of immunological and 
biological veterinary products; . 

(iv) Subsidiary Corporation for running the Delhi Mother 
Dairy,and 

(v) National Milk Grid.. 

6.10. Rural milk procurement, milk production enhancement and 
milch animal improvement were planned to be carried out in 10 

-States during the first round of "Operation Flood.." Implementation 
of these I,?rogramme commenced in 1970 and is expected to be com-
pleted by 1977. Under the project, rural milk procurement and pro-
duction enhancement are to be implemented by viable milk produ-
cers' organisations, with rural Feeder /Balandng Dairies. to be own-
ed and operated by them. 

6.11. In the first round of Operation Flood, 18 milk producers' or-
ganisat-ions with the corresQOnding number of feeder balancing 
plants in the designated milk-shed areas were initiated.. The Anand 

. Pattern of dairy cooperative has proved to be an effective tool for in- . 
tegrated milk production enhancement, procurement, processing 
and marketing while also providing productive employment to far-
mers and their families, Qarticularly small farmres, marginal farm-
ers and landless labourers. In order to strengthen the activities ta-
ken up in the first round of Operation Flood, and to extend the Pro-
ject to other areas, new projects are planned under the central sec-
tor of the Fifth Five Year Plan to be handled by the I.D.C. 

6.~. These plants are on the lines of the recommendations made 
by the National Commission on Agriculture in its interim report 
"Milk production through small and marginal farmers and agrciul-
tural labourers", which has been accepted by the Government of 
India. 



The Plamiing Commission has fixed a ceiling of Rs. 115 C'I'ores 
:'for milk marketing and dairy development Qrojects to be underta-
ken by the I.D.C. during the Fifth Five Year Plan. Of this, the 
· provision for the new schemes amount to Rs. 45 crores and the ba-
lance is to meet expenditure on the first round of the Oper'ation 
Flood Project. 

6.13. It was stated that though/the formation of Rural Milk Pro-
,ducers' Organisation on the Anand pattern were being encouraged by 
the IDC under Action Item No.9 (Organisation of rural milk) and 
-the NDDB Spear-Head Teams were already assisting the project au-
thorities in various States towards that objective, an estimate had 

,'not so far been made as to the extent to which the small and margi-
'nal farmers and agricultural labourers had been actively associated 
'with these organisations as recommended by the National Commit-
-tee on Agriculture. 

6.14. Under the new schemes proposed under the Fifth Five Year 
Plan of the Government of India, the Indian Dairy COD?oration als() 

· contemplates to set up new dairies in other cities 'also. New rural 
,dairies in milk shed areas will be set up in Uttar Pradesh (nne), 
Andhra Pradesh (orie), Haryana (one), Tamil Nadu (one), West 
Bengal (Three), Karnataka (two) and KeraJa (one). These dairies 
-will be set up as soon as plan funds are released. It is expected 
that the funds will be released during third financial year of the 
Fifth Plan (1976-77). 

6.15. In regard to provision of funds by Government of. India the 
'. Corporation stated that although the Planning Commission awrov-
! ed an outlay of Rs. 45 crores, no provision was made in Government 
, budget for 1974-75 and 1975-76. IDe approached the Government 
, but were informed that it was not possible to release any funds 
,during the first two, years of the plan. The IDC had been now asked 
to submit revised proposals for release of funds during 11}76-77 .. 'Re-
-vised ,?lan proposals for Rs. 29 crores were now being worked out 
for the remaining three years of the Plan. 

6.16. As regards the targets fur completion of the proposed sche-
mes/plans, the Corporation stated that "the targets for completion 
of Fifth Five Year Plan will be finalised after funds are released for 
implementation of these programmes by the Government ()f India." 

\ -

6.17. In regard to the IDe's prOQosals for the Fifth Plan period, 
the Ministry in a reply after evidence stated that the National Com-
mission on Agriculture, in its interim report on milk production 
through small and marginal farmers and agricultural laboureI'3, had 

· expressed the view that "the experience of Anand Milk Scheme re-
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veals that small farmers derive many benefits by taking to milk:. 
production as a subsidiary occupation, for example, additional in~ 

'come, better nutrition and more employment o,pportunities to the 
farm family labour. Keeping this in view, major milk projects un-
der implementation at present and those proposed for the Iuture 
should bring under their ambit a large proportion of small and mar-
ginal farmers and agricultural labourers." The IDe had submitted 
proposals relating to dairy development programmes with the ob-
jective of strengthening the rural organisation for milk production 
and procul"ement and to link these rural organisations with major-
urban centres. Based on the recommendation of the Commission 
that financial assistance to the families of the small and marginal 
farmers and agricultural labourers, f()r rearing cross-br~ female 
calves had potentials for increased milk production, the IDC had 
proposed to include 85 districts in its 5th Plan proposals, against 57 
districts originally pr~osed. 

The IDC had estimated an expenditure of Rs. 115.00 crores on 
various programmes under the 5th Plan including the new schem-
es relating to rural milk producers' organisations. It was estimated 
that while Rs. 70 croreS may be found from out of generated funds 
under the project WFP 618 (Operation Flood), the remaining Rs. 
45 crores would be provided from Plan resources to enable the IDC 
to implement the Schemes. A subsequent assessment made by IDC 
in August, 1975 indicated the estimated generated funds at Rs. 85 
crores leaving a balance of Rs. 29 crores to be financed from Plan 
resources. Funds were pro,posed to be released during 1976-77. 

6.18. The Committee note that in order to strengthen the activi-
ties taken up in the first round of "Operation Flood" and to extend' 
the Project to other areas, new projects are p18llDe.d under the Cen-
tral Sector of the Fifth Five Year Plan to be handled by the !DC. 
These plans are on the liDe5 of the recommendations made by the 
National Commission on Agriculture in its Interim Report on "Milk 
Production through Small and Marginal Farmers and Agricultural 
Labourers" which has been accepted by the Government. The' 
Committee are informed that the Planning Commission has fixed 
a ceiling of Ks. 115 crores for milk marketing and dairy development 
projects to be undertaken by IDC during the Fifth Five Year Plan, 
of which Rs. 45 crores are for new schemes and Rs. 70 crores for 
meeting expenditure on the first round of "Operation Flood" . No 
funds are reported to have been sanctioned for the new schemes dur-
ing 1974-75 and 1975-76 According to th latest assessment, Rs. 85 
crores (as against an earlier expectation of Rs. 70 crores will be 
found from out of the generated funds UDder "Operation Flood'~ 
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.and only Rs. 29, crores (as against earlier assessment of Rs. 45 croroes) 
-will now have to be provided from. Plan resources. The IDe is sta-
,ted to be working out revised plan proposals for Rs. 29 crores for 
the remaining 3 years of the Plan period and the funds are expect-

·ed to be released d)lring 1976-77. While the Committee note that 
during the Fifth Five Year Plan, the dairy development Program-
mes to be handled directly by IDC are proposed to be extended to 
cover altogether 85 districts in 17 States as against 57 districts in 10 
'States as originally proposed under the "Operation Flood", the 
Committee wuuld urge that Government should arrange for timely 
release of Plan funds for the dairy development programmes so that 
the momentum which these programmes have gained under the 
"Operation Flood" is not retarded or lost and the gains of the pro-
jects already initiated are not only consolidated but also extended 
to hitherto uncovered regions in the country. The Committee ex-
pect that the Union Government will persuade the State Govern. 
ments to render all assistance to the Corporation in implementing 
its projects so that the objectives of the project could be realised at 
the earliest. 

6.19. The Committee stress that the Government/Corporation 
should keep a close watch to see that the benefits of the scheme 
reach the small and marginal farmer and make for his active and 
willing participation in the task of economic betterment of the eco-
nomically weaker sections of the socit'ty. 

6.20. The Committee note that the Fifth Five-Year Plan proposals 
also included schemes for setting up units for manufacture of dairy 
machinery, immunological and biological veterinary products and 
a subsidiary Corporation to run the Delhi Mother Dairy. The Com-
mittee have already made recommendati~ns on these proposals else-
where in this Report. 

6.21. The Committee find that the IDC has no programme. to in-
~rease the number of Mother Dairies to cover cities other than 

'Delhi, Bombay, Calcutta and Madras. They feel that, apart from 
these four cities, there are a number of other large cities where 

. quality of milk leaves much to be desired and the prices of milk are 
comparatively high as the availability of milk is not enough to meet 
the demand in full. The Committee would like the Corporation/ 
Government to consider the feasibility of extending the concept of 
Mother Dairies with the necessary infrastructure to other large 

--cities in due course so that the gains of "White Revolution" are spread 
-to the people living in large cities all over the country. 
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QUALITY CONTROL 

7.1. It has been stated by IDe that since the Corporation is en-
trusted with the responsibility of im;?lementing the India-WFP Pro-
ject 618, for the execution of wmch the Corporation received dona-
tions in the form of skim milk powder and butter oil from the World 
Food Programme, it is necessary to ensure quality safeguards at all 
stages of handling, transport, storage and processing etc. 

7.2. The immediate task of, the Corporation after it was set up in 
1970 was to organise facilities at Bombay, Calcutta and Madras to-
handle the shipments of donated SMP and BO after their being test- ' 
ed for quality and to store them prior to transfer to the four cities 
'dairies'. 

7.3. On receiQt of WFP commodities at ports and later on at the 
time of storage in godowns, rigorous checks are conducted. These 
commodities are transferred to the four public sector dairies at Bom-
bay, Calcutta, 'Delhi and Madras who, in turn, have their own ade-
quate arrangements for exerCising quality control from the point of 
view of, public health at the stages of processing and distribution of 
milk. 

7.4. During the first year, considerable problems were created by 
the fact that quality of some commodities received from WFP was 
far from satisfactory. Out of 9,300 MT of SMP and 3,100 MT of BO 
despatched by WFP, the Corporation could accept only 6,275 MT of 
SMP and 2,292 MT of BO. The remainder was rejected on grounds 
of unsatisfactory quality and packaging. The problems regarding 
the quality and packaging were taken up with the WFP Headquar-
ters at Rome. A team of specialists, deputed by the IDC, visited 
Europe for discussions with WFP and EEC officials and sorted out 
many problems. This resulted in a better understanding regarding 
the quality and packaging required for the purpose of recombina-
tion and the SMP and BO received subsequently were more satis-
factory. 
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7.5. The' Percentage of rejection of SMP and BO stated by !DC' 
is as under:-

Receipt Rejection Percentage to total 
Year 

SMP BO SMP BO SMP BO 

1970-71 6,275 2,292 2,972 ") 803 25' 

9,890 2,452 I,IIZ J 
~4084 

10'10 

11,983 3,707 484 24 3'88 0'64 

1973-74 9,047 4,281 16 13 0'17 0'30 

1974-75 10,557 8,212 

7.6. In this connection the Chairman, IDe stated during evidence' 
that: 

"when we started the operation, the European Economic Com-· 
munity which has given the milk powder under the WFP 
did send to us and therefore, we rejected a large quantity' 
of it. There was a row about it ...... I am happy to say 
that there was a general discontentment about this and' 
this had to be rejected, If that is rejected, then the Com-
modity becomes the WFP property and it is not our pro-
perty. Then they had to discuss that they and in consulta-
tion with Government of India, if they wanted us to hold' 
them in our stores for some time till they found some way 
out, we could hold them in our stores. It is true that 
there has been a complaint about the quality of that com-
modity that came." 

7.7. Asked whether it was a fact that the rejected stuff was later 
on passed on by WFP to certain other State Dairies, the Chairman, 
IDe stated:-

"As far as I could recollect, there was some such thing, We 
had an occasion to recommend to the Government of India 
that 'this would not be allowed to be used for human con .. 
sumption. It,was tested and then we rejecfed it. We then 
came to know that there was ~ move to make use of it for' 
the Bangladesh refugees who had come over to India. 
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Then we wrote to the Government of India that this would not 
be allowed as food to humanbeings once we have already 
rejected it." 

7.S. Asked whether IDC was exercising any check on the quality 
-of milk and milk products supplied under the IDe programme, the 
-Corporation stated in a written reply that:-

"The.IDC exercises check on quality of WFP commodities 
(SMP & BO) sup,?lied to the city dairies for recombination. 
The quality control of milk and its products processed and 
marketed by the dairies is the responsibility of· the con-
cerned dairies. However, the IDC has helped the dairies 
to standardise the methods of recombination and has ad-
vised the dairies to recombine milk using 50 per cent WFP 
commodities and fresh milk." 

7.9. In a further reply the Corporation added that only SMP and 
"BO fit for recombination into fluid milk fit for human consumption 
-were issued to dairies. These were tested again by dairies before use. 

7.10. When asked whether there was any likelihood that in the 
dairies at the state level the milk ,?owder got deteriorated for want 
.of proper storing arrangement, the Chairman, IDC replied that it 
'was possible. . 

7.11. Asked whether they had received such complaints, the 
'Chairman, IDC replied "Yes sir, what is happening is the imprOi?er 
conversion of milk powder into milk. If the recombination of BO 
and SMP is not properly done, then the quality suffers. I am afraid 
our State Dairies in many cases do not recombine them properly, 
because there is key equipment hemogeniser which has to be main-
tained and run properly and which city dairies were not doing" Of 
late there are no such complaints." 

7.12. The Chairman, roc further stated that" .... , .in every field 
quality control man is made subordinate to the production man but 
in our organisation chart quality control man is directly answerable 
to General Manager." 

7.13. In a note after evidence, the Corporation stated that there 
had also been some sporadic complaints about the WFP commodi-
ties, but such complaints had not been many. There w~re 10 com-
plaints for skim milk powder involving a quantity of 371 MT against 
34,986 MT of skim milk powder issued to the milk schemes during the 
last three years, and 5 complaints for Butter-oil involving a quantity 
,of 30 MT against 10,477 MT of Butter Oil issued to the Milk Schemes. 
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7.14. Apart from WFP commodities as mentioned above, IDC 
was also the canalising agent for import and distribution of commcr-
-cial skim milk powder. So long as they were receiving SMP from 
New Zealand, there were hardly any complaints. Subsequently pur-
chases were made from EEC countries and in these cases some com-
plaints had been received. In all they had received 8 complaints for 
skim milk powder, involving a total quantity o:li 742 MT against 31,130 
MT SMP issued to the allottees. (Vide statement as in Appendix 
IV). 

7.15. In this connection the Ministry in a note after evidence sta-
ted that:-

I. 

z. 

3. 

4· 

5· 
6. 

7. 

8. 

"FJ;'om the inception of the project in July, 1970, about 31,000 
tonnes of skim milk powder and about 10,000 tonnes of 
butter oil were sent to India by World Food Programme. 
Out of these, 4084 tonnes of skim milk powder and 742 
tonnes of butter oil, which on arrival on Indian ports, were 
found unsuitable for recombination into liquid milk, wt:re 
not accepted by the COIQoration for project use and would 
be replaced by the W. F . P . These damaged commodities, 
which are the property of WFP, if otherwise suitable for 
human consumption could be allocated to other WFP pro-
jects or sUQplied to other dairy plants or food processors, 
etc. The commodities unfit for human consumption could 
be disposed of by World Food Programme for manufacture 
of casein Or animal feed etc. Accordingly, the damaged 
commodities were disposed of by World Food Programme 
in the following manner:-

Skim milk Butter 
Powder Oil 

(tonnes) (tonnes) 

Tra'lsf!1'red to WFP em!1'gency op!ration 948 (Refugees 
Relief) .. . . • . . 3 t 34 519 

Tra,sferred to WFP Project 572 (Maharashtra For~t Dev. 
Board) .9S 46 

Transferred to WFP Project 259 (Rajasthan Canal Board) Nil 149 

Transferred to Hyderabad DairY Plar.t . Nil 10 

Sold f~ casein makir..g 391 Nil 
Sold for animal feed 417 Nil 
Sold to bak'!1'ies & 'Halwais' 25 18 

L')sseJ hcl:Jdi"lg destraction ." Port H!alth Officer 25 Nil 

TOTAL 4084 742 
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Out of the commodities accepted by the Indian Dairy Cor-
poration for project use, 566 tonnes of skim milk powder 
and 155 tonnes of butter oil were also subsequently found 
unsuitable for recombination into liquid milk. Out of these 
414 tonnes of skim milk powder and 155 tonnes of butter 
oil which were suitable for human consumption were sold 
by the Cou;;>oration to the bakeries, confectionaries and" 
'halwais'. The remaining 152 tonnes of skim milk powder 
were sold as animal feed." 

7.16. Asked whether the existing rules under "Prevention of Food 
Adulteration Rules" could not check adulteration of milk and milk 
products, the Chairman, IDC stated during evidence-

"There is no shortage of law but there is no honest implemen-
tation. It is implementation that is lacking." 

7.17. In this connection, the Corporation stated in a written reply-

"The existing rules are not being implemented in an effective 
manner by the municipal authorities who are entrusted 
with their enforcement. So far as milk is concerned, adul-
teration can be checked and reduced effectively only when 
the urban dairies can take a commanding share of the milk 
market to enable consumers to be quality conscious." 

7.18. Asked whether there could be any mechanism in collabora: 
tion with public sector dairies which might be evolved to check adul-
teration of milk, the Chairman, IDC stated that-

"in all the countries of the world it has been stopped by pre-
venting others from marketing milk. Only the organised 
sector does it. This is one of the things that would be hap-
pening on account of "Operation Flood" in the four metro-
politan cities of Bombay, Calcutta, Madras and Delhi. All 
the requirements will come through organised sector 
where you will check at the dairy point." 

7.19. In this connection, the Ministry in a reply after evidence-
stated that: 

"The Central Committee of Food Standards of the Ministry of 
Health reviews at regular intervals tbe working of PF A 
Act and the rules framed thereunder to check adulteration 
in food stuffs including milk and milk products. This-
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Committee on which the Department of Agriculture is also 
represented, has under consideration measures in order to 
make the rules more effective and the violations more 
punitive." 

7.20. About the implementation of the rules effectively by the 
Municipal Authorities, the Ministry stated that: 

"No specific proposal has been sent by IDC to Government, but 
as already stated above, the Ministry of Health is seized 
of the matter." 

7.21. The Committee note that during the first year (197!9-71) out 
of the 9300 MT of SMP and 3100 MT of 80 despatched by WFP. the 
Corporation could accept only 6275 MT of SMP and 2292 MT of BO 
and the balance (32 per cent of SMP and 26 per cent of 80) was 
rejeded on grounds of unsatisfactory quality and packaging. Si-
milarly during 1971-72 out of 9890 MT, 8M]» received 10 per cent of 
SMP had to be rejected. The matter was taken up with the WFP 
authorities and the supplies received subsequently were more satis-
factory. The Committee have given their comments in this regard 
elsewhere in this report. The Committee stress that the Corpora-
tion should continue to exercise utmost vigil on the quality of SMP 
&ltd 80 received under the WFP programme etc. and should not 
compromise on standards in any manner. 

7.22. The Committee are surprised to note that even though IDe 
exercises check on quality of WFP commodities supplied to the city 
dairies for re-combination, there have been some complaints about 
the quality of these commodities issued to Milk ScheQles (10 in 
respect of SMP involving a quantity of 371 MT out of 350000 MT 
supplied and 5 in respect of BO involving a quantity of 30 MT out 
of over 10,000 MT supplied during the last three years). Similarly 
there were some complaints (8 so far) in respect of commercial SMP 
involving a total quantity of 742 MT against 31,130 MT., SMP issued 
to the allottees. The Committee cannot over-emphasise the impor-
tance of conducting thorough tests to check the quality of SMP and 
80 not only at the time of receipt of supplies from abroad but also 
before issue to Milk Schemes and the allottees. They would like the 
Corporation to review the present mechanism and procedure laid 
down for testing the quality of these commodities, take all precau-
tions to avoid any deterioration in quality during storage and en-
sure by all possible means that only such commodities as ~tisfy the 
pr~ribed standards of quality are released for human consumption. 

7.23. The Committee would also like that the quality control cells 
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in all the dairies and plants set up under the "Operation Flood" 
should be independent of Production Department and answerable 
directly to the top management so that high standards of quality 
could be maintained. 

7.24. The Committee are informed that it was possible thatt'; 
milk powder got deteriorated at the State level in their dairies for 
want of proper storing arrangements: They are also informed that 
if the recombination of SMP and DO is not done properly, then also 
the quality sufters.. The Committee recommend that the Corpora-
tion should lay down guidelines for proper storage and proper re-
combination of SMP and DO by the Mother Dairies and ensure by 
close follow up action that the guidelines are followed by the dai. 
ries. 

7.25. The Committee find that out of 3I,Goo tonnes of SMP and 
10,000 tonnes of DO sent, to India by WFP, nearly 4,001) tonnes 01 
SMP and 700 tonnes of DO were found unsuitable for recombination 
into liquid milk and were not accepted by the IDC. A part of the 
rejected SMP and BO was considered suitable for human consump-
tion and passed on by World Food Programme for USe of bakeries 
and "Halwais" and also to other Dairy Plant .. · The Committee were 
iDformed during evidence of IDC that some quantity of rejected SMP 
and BO got passed on to certain other state dairies even after the 
Corporation had written to the Government that the rejected stuft 
should not be allowed as food to human beings once the Corporation 
had already rejected it. The Committee recommend that this mat-
ter may be investigated by the Government with a view to fixing 
responsibility and ensuring that such a lapse would not recur. The 
Committee should be informed of the outcome of the investigation. 

7.26. The Committee are informed that out of the commodities 
accepted by the Corporation for project use, 566 tonnes of SMP and 
155 tonnes of DO were subsequently found unsuitable for recombi-
nation into liquid milk. Out of these 414 tonnes of SMP and the 
whole of DO whi~b were considered suitable for human consump-
tion, were sold to the bakeries, confectioneries and 'halwais' and the 
remaining SMP was sold as animal feed. The Committee are not 
sure whether the quality' tests ccmducted at the time of their re-
ceipt of SMP and DO from abroad were thorough 

7.27. The Committee are informed by the Ministry that the da-
maged commodities which were found unsuitable for recombination 
into milk and which are the property of WFP, if otherwise suitable 
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for human consumption, could be allocated to other WFP projects 
or supplied to other dairy plants or food processors etc. The Com-
mittee find that both the Corporation and the WFP authorities, con-
sidered certain quantities of "damaged commodities" suitable for 
human consumption and disposed them of for use by human beings. 
They cannot over-emphasise the importance of conducting a fool-
proof check on such "damaged commodities", before desposing them 
of for human consumption. The Committee would like the Gov-
ernment to lay down suitable standards in this regard and take po-
sitive steps to ensure that only such SMP and DO is released for 
human consumption as is absolutely safe and will have no adverse 
effect on the health of the people. 

7.28. The Committee are also informed that the SMP and BO 
which were not considered suitable for human consumption, were 
disposed of by WFP authorities and the Corporation for manufac-
ture of caseine and animal feed etc. They feel that the possibility of 
such stuff being subsequently diverted for human consumption by 
unscrupulous elements cannot be completely ruled out. The Com-
mittee recommend that either the Government/Corporation should 
take measures to see that the stuff which is not considered suitable 
for human consumption is used solely for the manufacture of caseine 
and animal feed under the direct supervision of Government/Corpo-
ration authorities or that there should be built-in safeguards in the 
procedure for the disposal of such stuff in such a manner that it can 
under no circumstances get diverted to human consumption. The 
Committee need hardly point out that a mere certificate from the 
buyer of such a stuff that he will not use it for human consumption 
is not adequate and should not create any complacency in the Mi-
nistry or Corporation in this regard. 



vm 
CANALISATION OF IMPORTS OF SMP 

8.1. The Indian Dairy Corporation has been designated by the 
Government of India as canalising agent for import and distribution 
of sktm milk powder on a commercial basis. The distribution of this 
imported material is restricted only to the authorised users, named 
by the Government of India. Commodities handled by. the Corpor-
ation are so oriced as to cover their original cost plus all handling 
costs etc. The Corporation is not permitted to make any profit on 
the iinport and distribution of these commodities. 

8.2. The quantum of import of SMP is determined by the Depart-
ment of Agriculture. The impoTts are conducted on the basis of 
global tenders issued by the IDC and a decision thereon is made by 
the Department of Agriculture on the basis of the response. 

All primary action for floating of tenders and correspondence etc., 
which is a time consuming process, is handled by the Indian Dairy 
Corporation, but the final decision for award of" contracts rests with 
the Department of Agriculture. 

8.3. It has been stated by the Corporation tp.at "this results in 
diffusion of responsibility and authority. Complications arise in 
cases of delay in decision taking on the part of the Ministry, in that 
the quoted prices often go up. These difficulties have been brought 
to the notice of the Government and a change in the procedure has 
been urged. No decision has so far been communicated by the Gov-
ernment on this point" 

8.4. Asked. about its experience as Canalising agency, the Cor-
poration stated: 

"All purchase proposals and tenders have to be submitted to 
the Government for acceptance and purchases can be- made 
only after Government approval. The allocations of SMP 
are made by the Government and sale prices are finally 
approved by the Government. It is felt that if IDe is to 
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function properly and effectively as the canalising agency, 
such matter as purchase of SMP arid its distribution 
should be. left to the !DC to be worked out on the basis 
of the broad guidelines issu~ by the Government." 

8.5. In this connection the Ministry in a note after evidence stat-
ed that:-

"In order to meet the requirements of SMP for use by dairies 
in the pUQlic, cooperative .and the private sector, large and 
small scale manufacturers of baby and malted food, Army 
Purchase Organisation and Registered Exporters under 
the Registered Exporters Promotion Scheme, an assess-
ment is made of the requirements of SMP on. an annual 
basis. After the required amount of foreign exchange al-
lotted by the Department of Economic Affairs, the IDC is 
authorised to issue global tender for procurement of SMP 
commercially. After the offers are received by the IDC, 
the proposals are considered by a Committee of the Depart-
ment of Agriculture which includes representatives of the 
Department of Economic Affairs, Ministry of Finance and 
the IDC. Decisions taken by the Committee are communi-
cated to the IDC to place orders for purchase of commercial 
SMP. The Committee also takes into consideration the 
possibility of obtaining gift from international organisa-
tions like E.C.C. or obtaining SMP on rupee payment in 
order to conserve foreign exchange. These decisions are 
based on the guidelines given by the Department of Eco-
nomic Affairs which provides for certain premium in case 
purchases are made from the rupee payment area. The 
Government is, therefore, in the best position to take an 
overall view of not only the requirements of SMP, but also 
the various sources of supply including open market, rupee 
payment area and gift, if any. 

The proposal of the IDC that the IDC should be left free to 
take decisions on the basis of the tenders received against 
global tenders without reference to government, has been 
examined in detail and it is felt that it will not be desir-
able to leave the final decisions with the IDe as it will not 
be able to take into account all aspects in this connection 
indicated in the above para." 

8.6. During the last three years the import of skim milk powder 
under commercial purchase was as under. (No butter oil had been 
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imported ~uring this periqd):-

1912-13 

1973-74 

1914-75 

April-June 1915 (3 months) 

Commercial Bilateral 
gift 

16.817 

12,19'5 

15.000 

Nil· 

3A22 

2.750 

Nil 

(Figures are in M.T.) 

W.F.P. 

11,983 

9,047 

10,557 

4,734 

Total 

. ·IOC? has been '!l!owed to purchase upto .5.5?0 tonne oflocBl;ly manufact~red s.m.p. 
Tills deltbel'.lte deCISion was to encourage mdtgenous ProductIon and saVir. g fe-reign 
~xchanle. 

8.7. It has been stated by the Corporation that:-

"Due to improvement in milk supply position and availability 
of indigenously produced skim milk powder, it is likely' 
that there will be no import of commercial SMP during 
1975-76. 

8.8. As regards restricting the commercial import of SMP, the 
Cornoration stated that:-

"As more and more feeder balancing dairies are commissioned, 
it will be possible to convert seasonal surpluses of milk 
into S¥P and butter to meet the shortfall during the lean 
seasons. This will reduce the need for import of skim 
milk powder." 

8.9. Asked as to when the country was expected to become self-
sufficient in milk and milk products, the Corporation in a reply after 
evidence stated that:-

"It is too early to indicate when the country will become self-
sufficient in milk and milk products. This depends on the 
pricing policy of raw milk and policy regarding creation 
of buffer-stock. It can, however, reasonably be expected 
that if the pricing policy is appropriate and if the bufier-
stocks can be created, the need for import of SMP will be 
greatly reduced. There will be no need to commercially 
import BO or Butter fat, as far as it can be seen." 
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8.10. Dur~g evidence, the Chairman, IDe stated that they had 
recommended that no import of milk powder is necessary for 1975-76. 
However, all gifts were being cl\nalised through IDC. 

8.11. On being enquired whether hereafter anybody would get 
milk powder, the Chairman, IDC replied, "it is so and it should be 
so. One of the benefits which accrued-Government canalised the-
milk powder through IDC and Government had to tell us import so 
much and then when the list of persons to be given this powder 
came I found 278 baby food factories in Kamataka getting worth 
Rs. 1 crore import licences. I had never seen a tin of baby food 
manufactured by these companies. This was under the guise of small 
scale industries. I, immediately wrote to the Government of India 
and demanded. a CBI enquiry into this wholesale looting of foreign 
exchange. What one has to do is to canalise. One other reason why 
milk powder is wanted to be imported is that it is cheaper than 
Indian milk. So many dairies have got into the habit of asking for 
milk powder because they want the secret subsidy that goes with 
it. This is very ruinous to dairy development in India. Therefore, 
it is necessary that before we gave anybody an import licence we 
must have an assurance that he is taking milk from the farm.e!'s; 
otherwise we could not give it ...... We should not permit it. That is 
why I am very happy that the Government of India have canalised 
the import through IDC. I hope this will be strictly followed." 

8.12. The Corporation in a reply after evidence stated that:-

"SMP is permitted to be imported under the Import Trade 
Control Order for recombination into fluid milk for public 
consumption for the manufacture of Baby Food and Malted 
Food and to meet defence requirements. In our opinion 
import of SMP should be restricted to requirement of fluid 
milk supply, for the manufacture of Baby Food and for 
meeting urgent defence requirements. It would be better 
if import of SMP is not permitted ~ven for the manufac-
ture of Baby Food and defence requirements wher. indi-
genously produced milk powder is available." 

8.13. Asked whether it was brought to the notice of Government,. 
the Corporation stated:-

"The Government is aware of this position and has made a 
beginning by substituting imports partially by indigenous 
production." 
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8.l4. In this connection, the Ministry in a reply after evidence 
:stated that:-

"During 1975-76 it has not been necessary to import any SMP 
commercially. With a small stock of SMP carried over 
from the last year, 760 tonnes of SMP received as gift from 
Australia and the purchase of indigenously manufactured 
SMP,it is hoped that the' require~ents will be fully met. 
While it is difficult to indicate exactly when self-sufficiency 
in this field will be attained, the present indications are 
that with increased production of rural milk and with 
increased production of SMP indigenously, there will be 
progressive decline in the quantities of commercially im-
ported SMP hereafter and imports totally cut oft in a 
few years." 

8.15. The Committee note that Indian Dairy Corporation has 
been designated by the Government as canalisation agent for im-
port and distribution of skim milk power on a commercial basis. 
The Committee are informed that the quantum of import is deter-
mined by the Department of Agriculture on the basis of an assess-
ment made of the requirements of S.M.P. for use by dairies, by 
Public Cooperatives and private sector and small scale manufac-
turers of baby and malted food army purchase organisation, etc., and 
the allotment of foreign exchange by the Department of Economic 
Affairs. Global tenders are invited by the Corporation, and final 
decision on the tenders is taken by the Ministry. The allocations 
are made by the Gover~pt and the sale pries are also finally ap-
proved by the Government. The Corporation has stated that this 
procedure results in delay and diffusion of responsibility and autho-
rity and if the Corporation has to function properly and effectively 
as the canalisation agency, such matters as purchase of SMP and its 
distribution should be left to the IDC to be l-,,"orkeu ot.4t 011 the basis 
of the broad guidelines issues by the Government. 

The Committee are informed by the Ministry that the tenders 
received by the IDC Care consitlered by a Comlllith~e of the Depart-
ment of Agriculture along with the representatives of the Depart-
ment of Economic Affairs, Ministry of Finance and the IDC. The 
Ministry have stated that Government are in the best position to 
take on overall view of Dot only the requirements of SMP but also 
the various sources of supply and nature of transactions and it will 
not be desirable to leave the final decision with the IDC as it will 
not be able to take into account all aspects of the matter. 'l'he Com-
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mittee would like Government to streamline the procedure to ob-
viate delays. 

8.16. The Committee are glad to I)ote that there will be no com-
mercial import of SMP during 1975-76 due to improvement in milk 
supply position and availability of indigenously produce SMP. The 
Committee have no doubt that, as stated by the Corporation, as 
mor,e and more feeder balancing dairies are commissioned, it should 
be possible to convert seasonal surpluses of milk into SMP and 
butter to meet the shortfall during the lean seasons and this should 
reduce the need for import of SMP. The Committee need h,-rdly 
stress the need to. achieve self-sufficiency in this sphere and urge 
that the CQrporationjGovernment should accelerate the progress of 
various works under the project "Operation Flood" so as to achieve 
this objective at the earliest. 

8.17. As already recommended, the Committee reiterate that 
Government should evaluate the performance of the Corporation as 
canalising agency to ensure that these activities are carried out 
economically and efficiently and Government/Corporation should 
also ensure that imports, if at any time absolutely necessary to tide 
over a difficult situation, are kept to the barest minimum. The 
Committee would iike the Corporation/Government to explore the 
possibility of diverting the accumulated stocks, if any, of donated 
commodities received under "Operation Flood", to public use be-
fore going in for commercial imports. 

8.18. The Committee were informed that after canaUsing of the 
import of SMP was given to the Corporation, certain factories in 
Karnataka in small scale sector were found to have received import 
licences even though they were not engaged in the manufacture of 
baby food. They were informed that the Corporation had written 
to the Government and demanded a CBI enquiry into the matter. 
The Committee would like to be informed whether the matter has 
since been examined by Government and the investigation entrusted 
to the CBI as demanded by the Corporation, and, if so, with what 
results. The Committee are constrained to conclude from the above 
that import licences were given to the applicants without checking 
their standing or performance in the field of manufacture of baby 
and malted milk foods. They would like the Government to tigh-
ten the procedure for issue of import licences so as to ensure that 
licences are issued only after satisfying that the units are actually 
engaged in manufacture of boby foods etc. and after verification of 
their capacity production programme and the . need. 
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IX 

PRICING 

A. Remunerative Price 

9.1. Accord'ing to the me, the ob;ect of introducing Dairy Com-
plexes on ('Anand Pattern') contemplated in the 'Operation Flood' 
Project is that the producers themselves should run the milk , 
schemes and it will ensure that they get a remunerative price. The 
production cannot, however, increase the price unreasonably since 
they have to contend with competitive forces in the market. This 
will also ensure reduction in the cost of operating the dairy com-
plex including the cost of channelising inputs. 

9.2. During evidence the representative of the Ministry informed 
the Cc%mmittee:-

"(IDe) have been constantly urging on us that unless the 
sale of milk is at a reasonably high price, we may not be 
in a position to pay the producers a remunerative price 
for the milk. This will, in turn, be a disincentive for them 
to produce more and more milk. 

9.3. The Committee desired to kno,w the steps taken by Govern· 
ment to ensure payment of remunerative prices to the milk produ-
cers, the Ministry in a reply after evidence stated that "Govern-
ment is aware of the desirability for payment of remunet"ative prices 
of the milk producer to serve as an incentive to increased milk pro-
duction. However, there is also. need for keeping the sale price of 
milk to the city consumer as low as possible so that it is within reach 
of the common man. To meet this twin objective, Govt. has en~ 
couraged formation of milk prQducers cooperatives in the milk 
sheds. Incentive commission is paid to cooperatives on procure· 
ment of milk vis-a-vis milk contractors. Elimination of middlemen 
has helped the actual milk producer to. receive remunerative prices. 

9.4. So far as consumer price is concerned, this can be brought 
about by keeping the processing and handling cost at the minimum. 
Towards that end, quick and cheap means of transporting milk 
through large sized Road I Railway tankers from the milk sheds to 
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the city plants, cutting down of pro,cessinglhandling costs and ex· 
penditure of distribution can be effective. Some steps under WFP 
618 are being taken in that direction under Action item No. 3 
(Strong and long distance milk transport facilities). 

B. DMS Milk 

9.5. It has been stated by the Corporation that the Second Evalua· 
tion Mission Team prOtbably wanted to point out that the milk 
schemes should not run at a loss in order to supply milk to consu-
mers at an uneconomic price. The present position is that some 
of the Government run milk schemes are running at a loss and yet 
account and is not treated as subsidy? 

9.6. In so far as DMS is concerned, according to, the Ministry the 
losses suffered by the DMS on sale of milk during the last five years 
is as under:-

(Rs. in lakhs) 

1970-71 6,64 

1911-72 52'60 

1972-73 4 6 '10 

1973-74 180'97 

1974-75 293'12 

The losses suffered by the DMS are shown in its proforma 
account and is not treated as subsidy? 

9.7. As regards sale of milk by IDC, it has been . stated that milk 
is not sold by IDC in Delhi. However, the NDDB is S'elling small 
quantities oX milk through milk vending booths as a part of trial 
run of the second dairy, the construction of which on turnkey basis 
was entrusted to the NDDB by IDC. No loss on sale of milk by 
NDDB is anticipated. 

9.8. During evidence, the representative of the Ministry stated:-

" .... We are subsidising the DMS to the extent of Rs. 2.5 to 
3 crores annually to see that we are selling it at Rs. 1.3 
per litre whereas the eco,nomic price will be much more 
than that .. ' ' .... double tanned milk is sold at 70 paise 
per litre to cater the weaker sections. This subsidy in 
respect of special fanned milk is not justified in my per-
sonal view." 
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9.9. The Ministry of Finance in a note after evidence stB;ted that 
in the existing situation it is difficult to increase supply of heavily 
subsidised double tonned milk. 

9.10. Asked as to why they shQuld not utilise the subsidy for 
helping the milk producers for increasing the milk yield, the rep-
resentative of the Ministry stated:-

"It is our endevour to see that we stop subsidising of milk in 
the metropolitan cities and to utilise the resources avail-
able for the purpose of Upgrading the milch animal and 
see that milk production is thereby increased so that the 
cost might generally come down because of plantiful sup-
ply of milk. This is the philosophy that we want to 
adhere to. I am sure that your recommendations in the 
matter will also help us to bring down the cost for the 
weaker sections. If we increase the price of milk in Delhi 
areas to an economic price level, we may save the drain 
of valuable resources and utilise that for the develop-
mental purposes." 

9.11. He further stated that: 

"We are anxious to see that the qua""ltity of double-tonned 
milk which is at present at 12,000 litres is increased. 
Secondly, to see that we do not incur further loss. We 
want to increase the price of standard milk which we are 
selling at Rs. 1.30 per litre.". 

C. Supply of Milk to EconomkaUy Weaker Section of Society 

9.12. It has been suggested to the Committee that the pricing 
policy should be so formed that the type of milk distributed within 
the area where weaker sections of the society reside, get their require-
ments at a rate which is partially subsidised from the sale of the 
other type of milk and milk products which are sold to the richer 
section, as adopted in the Di.strict of Mahsana. 

913. In this connection, the Corporation 
• stated:- . 

in a written reply 
t 

"To an extent high fat milk and milk pronucts can be priced 
slightly higher and low fat milk slightly lower. How-
ever. if any scheme is to be sponsored for supply of milk 
to weaker sections of the society at a lower· price, the 
State should provide subSidy specifically for that purpose. 
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Many of the dairy schemes sell double tonned milk at a 
cost lower than the economic cost, in the hope that the 
weaker sections of the community can be benefited. 
However, it is seen that large section of the consumers 
who are getting such lower priced milk is not the weaker 
section. As such, the dairies should see the milk only at 
an economic price and special schemes should be prepared 
and separate subsidies should be earmarked for distribu-
tion of milk to weaker section of the community." 

9.14. In this connection the Ministry stated that "this suggestion" 
needs detailed examination in consultation with all concerned. In 
a sub~q~ent note after evidence the Ministry further stated: 

"In regard to supply of milk. for the weaker se~tions of the 
society, that the Department of Social Welfare runs a 

'Special Nutrition Programme under which the public 
sector dairies are able to get reimbursement .to the ex-
tent to which the cost of production exceeds the sale 
price. The programme is presently being implemented in 
7 cities and covers supply of double tonned milk to children 
of the age of 0 to 6 years and nursing and expectant 
mothers. The programme is implemented with colla-
boration of the State Governments and local municipali-
ties. 

The DMS sells some quantity of double tonned milk to weaker 
sections of society at Rs. 0.70 per litre (against a cost of 

production of Rs. 1.20 per litre) outside ,the Special Nutri-
tion. Programme of the Department of Social Welfare. 
Losses suffered by the DMS are shown in proforma 
account." 

9.15. The Committee note that one of the objects of introducing 
the Anand Pattern for the schemes contemplated in the "Operation 
Flood" is that the producers themselves should mn the schemes so-
as to ensure that they get a remunerative price. The Committee 
are informed that me bas been requesting the Central and State 
Governments to pursue a policy of payment of remunerative prices 
to milk producers. It has been stated that while Government are 
aware of the desirability for payment of remunerative prices to the-
milk producers to serve as an incentive to increased milk produc-
tion, there is also need for keeping the sale price of milk to the city 
CODS1llDer within the reach of the common man. To meet this twin 
objective, Government have encouraged formation of- milk pro-
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ducers' cooperatives in the milk sheds and incentive commission is 
paid to the cooperatives on procurement of milk vis-a-vis milk 
contractors. The Committee are also given to understand that eli-
mination of middlemen has helped the actual milk producers to 
receive remunerative prices. The Ministry have stated that the 
consumer price can be kept low by keeping the.. processing and 
handling cost at the minimum and by quick and cheap means of 
transport from milk sheds to city plants and cutting down distribu-
tion costs. The Committee are informed that some steps are being 
taken in that direction. The Committee would like to be informed 
of the position and steps taken for bringing down the consumer 
price. .;: 

9.16. The Committee also urge that the Corporation/Government 
should not relax their vigil to safeguard the interests of producers 
and protect them from being exploited at the hands of middlemen 
even during the flush season. 

9.17. The Committee are concerned to note that the Government 
are subsidising the Delhi Milk Scheme to the extent of Rs. 2.5 to 
3 crores annually in order to see that milk is sold at Ks. 1.3 per litre 
whereas the economic price win be much higher. Tbe represent-
ative of the Ministry of Agriculture stated during evidence that "it 
is our endeavour to see that we stop subsidising of milk in the 
metropolitan cities and to utilise the resources available for the 
purpose of upgrading the miilk animals and see that milk production 
is thereby increased so tbat the cost might generally come down 
because of plentiful supply of milk. This will also help in bringing 
down the cost to the weaker sections." The Committee agree with 
the representative of the Ministry that public funds should be utilised 
primarily for the purpose of incl"e8sing the milk yield. Without 
going into the merits of que!#ions for grant of subsidy to DMS, the 
Committee would like Government to take suitable measures to 
place DMS on sound footing. 

9.18. The Committee would also like that GOVernment should 
take concerted measures to see that production and procurement of 
milk is stepped up so that availability of milk may imrease . and 
prices heeome more competitive and within reach of common man. 

D. Marketing 

9.19 It has been stated by the Corporation that initially, it was 
propOsed that, in order to develop a stable and modern dairy in-
dustry, it was necessary for the organised sector to capture com-
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manding shares of milk markets in the major cities so that the 
traditional middlemen would not be able to cream off the profits of 
these lucrative markets by dilution etc, and thelreby be in a position 
to outbid and undermine the rural milk procurement organisation 
which the organised sector was trying to erect in the cities' hinter-
land milk sheds. Once the modern dairies had commanding shares 
-of the major urban milk markets, they could draw milk from rural 
milk sheds where it could be most economically p!'oduced.This would 
enable the modern urban dairies to supply milk at competitive pri-
-ces on a viable basis, which would not only directly benefit poorer 
urban consumers, but it would also make it uneconomic to produce 
milk within the cities. 

9.20. 'In order to make the country self-reliant in milk, the IDC 
wants to tackle the problem of marketing as well as production. 

'The problem of marketing of milk, on which milk production cen-
tres, suffers from the lack of a proper priCing policy for producers 
and consumers, imbalances in production from season to season amI 
imbalances of milk availability from region to region. The IDC aU 
along has been requesting the Central and State Governments to 
pursue a policy to obtain a remunerative price for raw milk, so 
that the producers will have an incentive for milk production. 
Further, in order that the existing seasonal surpluses in the ruraj 
areas can be mopped up, ilnd conserved for subsequent utilisation, 
in all the milk sheds under Operation Flood, dairy factories with 
conservation facilities have been and are being established. 

9.21 It has been further stated that as the Corporation is not 
itself responsible for marketing operations, it has not undertaken 
any market research. The Corporation is however, desirous that 
the India-WFP Project 618 should assist the modern dairies in thE> 
four major cities to obtain commanding shares of their milk mar-
kets. It has therefore, arranged studies to monitor the progress made 
by the modern dairies in the four major cities towards capturing 
commanding shares of their milk markets. 

9.22 Asked about the results of above mentioned studies un-
dertaken by the IOC, the Corporation stated that data were col-
lected not only to monitor the progress but also to prryvide infor-
mation for formulating new -projects. Under the existing situation 
until all the new dairies in the four cities were commissioned the , 
dairies could not obtain a commandin~ shares of the market. Fur-
thermore, the IDC had advised the states to lay emphaSis on mar-
keting activities since large quantity of milk would now he a"ail-
able for sale. 
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9.23. Tbe Committee are informed tbat in order to develop. 
stable, modem dairy industry, it is necessary for the organised sec· 
tor or capture commanding share of milk markets in the four 
major cities. Tbe marketing of milk, it is stated, suffers from tbe 
lack of propes.- pricing policy for producers and consumers, im-
balances in production from season to season and in milk availabi-
lity from region to region. Tbough tbe IDC bas arranged studies 
to monitor the progress made by tbe modern dairies and provide 
inform,ation for formulating new projects and has also advised tbe 
States to lay empbasis on marketing ~tivities since larger quan-
tities of milk will now be available for sale, the Corporation has 
not so far undertaken any market research. 

Tbe Committee feel that tbere is an imperative need for market 
research to be conducted at all India level in regard to the extent 
and nature of demand of milk 8Jld milk products in the various 
regions during different periods of the year, ascertain the prices 
prevailing in these areas and feed back the information to tbe pro-
duction centres SO tbat tbe producers can adjust their operations 
to suit the needs of consumption centres. They would like the 
Corporation to draw out a perspective plan for the conversion of 
surplus milk in flush season into SMP and BO for use in lean sea-
sons in the deficit regions so as to ,place the dairy industry in surplus 
regions on a stable footing As regards regional imbalances the 
Committee have given their observations in Cbapter regarding 
National Milk Grid. The Committee would like Government to per-
suade the State Governments to assist in the completion of 
modern dairies according to plan of operation of "Operation Flood" 
to enable public sector obtain a commanding share of milk market. 

E. Pricing of SMP & DO 

9.24. It is stated that the nature of the Corporation's activities 
is such 1hat the Corporation does not have the responsibility for 
setting any prices. This is because the goods which it has handled 
have either been commercial imports of powder, which have been 
purchased on the basis of tenders and of decisions made thereon 
by the Ministry of Agriculture & Irrlgation-or they have been 
milk powder and butter oil dona1ed through the World Food Pro-
gramme.. In the latter case the prices to be changed were originally 
agreeid between the Government of India and the World Food Pro-
gramme when the India-WFP Proi~ct 618 was first sanctioned; 
these prices were subsequently revised in January 1974 by the Min-
is'try of Agriculture and Irrigation on the advice of this Corpora-
tion. 
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9.25. A further increase of ~ices of milk powder and butter oil 
was suggested to the Government in May, 1974. The objective is 
that urban dairies which have the option to recombine these com-
modities intO liquid milk· or to purchase and market indigenously 
produced fresh milk, should not be unduly persuaded by low prices 
for WFP-donated commodities to substitute them for indigenously. 
produced milk. 

9.26. About the reasons for reVls:oon off the original price of 
SMP & BO, the Corporation in a reply, after evidence stated that 
the original price of Rs. 4.35 per kg. for SMP and Rs. 9.67 per kg. 
for BO correspondoo to a price of Re. 1 per litre of milk with 
6% fat and 9% non-fat solids. This was done in order to en5ure 
that the dairies do not use low priced SMP (which was at that time 
available at about Rs. 3 per kg) in preference to fresh milk. Due 
to inflationary pressure, the price of fluid milk increased and the 
prices of SMP and BO from WFP were not sufficiently high to 
discourage the dairies from using imported gift SMP in preference 
to indigenous fluid milk. The proposal to increase the price was: 
sent to the Government of India in August, 1973, and the Govern-. 
ment agreed in January, 1974, to increase the price to Rs. 6.50 per kg. 
for SMP and Rs. 10 per kg. for butter oil which were lesser than 
what the me had proposed. 

9.27. About the overall eff~cts of increase of prices of SMP & BO 
on the implementation of Operation Flood the Corporation stated 
that the overall effect of increase in prices has been to induce the 
dairies to make greater efforts to procure milk. This has a[so 
augmented generation of funds to meet increased costs of the Project. 
The sale price of milk in the metropolitan cities has increased but it is 
not proportionate to general increase in prices. It should be clearly 
understood that the milk schemes will ultimately have to depend on 
indigenously produced milk and therefore the consumers and the 
dairies should get used to the price level at which milk can be pro-
cured and sold without any government subsidy or assistance by way 
of cheaper milk solids imported commercially or received as gift 
from abroad. 

9.28. The Corporation stated that there was further increase in 
the raw milk price during 1973-74 and it was seen that some of the 
dairies were depending almost entirelYrlln the imported commodities 
in preference to fresh milk. A proposal for revision of the sale price 
of skim milk powder and butter oil donated throu~h the World Food 
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Progran;une and ~ransferred to the four metropolitan dairtes from 
\be present level of Rs. 6,500 and Rs. 10,000 per metric ton to :as. 9,500 
end Rs. 12,000 per metric ton respectively was sent to the Govern-
lllent of India. This increase in prices was suggested more or less 
lo ac:ord with the milk price for equivalent fresh mUk and would re-
eult in augmentation of funds available for projects under Operation 
Flood. The current lower sale prices of these products also tend 
to discourage the milk schemes from procuring maximum quantities 
of fresh milk. However, Government's approval to the second in-
crease in the price had yet not been received. 

9.29. 111 this connection, the Ministry in. a reply after evidence 
.tated that:-

"It was provided in the project WFP 618 (Operation Flood) 
that SMP and Butter OIL received under the project will 
be transferred to public sector dairies at pre-determined 
prices which were at the level of Rs. 4350 per MT for 
SMP and Rs. 9670 per MT for Butter Oil. These prices 
were equated to the rates at which rurally produced milk 
was then available to the public sector dairies. 

On account of subsequent increase in the prices at which 
rurally produced milk was available to the public sector 
dairies, it was felt by IDC that comparatively cheaper 
prices at which SMP and butter oil is available for re-
combination should not act as a incentive to the public 
sectO!' dairies to use increasing quantities of SMP and but-
ter oil at the expense of the rurally produced milk and, 
therefore a proposal was made by the IDC for increase 
of transfer value from Rs. 4350 to Rs. 6500 in case of SMP 
and from Rs. 9670 to Rs. 10,000 in case of butter oil. This 
was agreed by the Government and the revised prices be-
came effective from 11-1-1974. This would not only 
achieve the object for which the increase was brought 
about, but would also make available approximately Rs. 20 
crores in addition to the _ originally expected generation 
of Rs. 95.40 crores. 

The IDC subsequently sent another proposal in may, 1970 for 
increase of transfer value of S.M.P. from Rs. 6500 to 
Rs. 9500 and that of butter oil from Rs. 10,000 to Rs. 12,000 
per MT. The proposal was made on the same ground. 
Go~e'rnment did not see any justification in another in-
crease by 50 per cent in case of SMP and 20 per ceat in 
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case of butter oil soon after the first increase was made 
eJfective from January, 1974. The off-take of SMP aDd 
BO, in the meantime, Had fallen substantially in the 1IWIIl 
season 1974-75 with-increased production and avaIlability 
of rural milk while the supplies of WFP donated commo-
dities picked up during that period as a result of Govern-
ment's efforts made in November, 1973. The IDe was, 
therefore, left with substantial stocks of SMP and butter 
oil for disposal. Any sizeable increase in the transfer 
value of WFP donated commodities would have the effect 
of further depressing the demand for these commodities. 
Another consideration which weighed with the .Govern-
ment was that the prices of SMP in the world market 
had fallen substantially and compar8Cl to the level at which 
SMP was being sold by the IDe to the public sector 
dairies i.e. Rs. 6500. The same was true about butter oil 
as increased quantities of butter fat had become available 
with the public sector dairies. While the acceptance of 
this proposal may have the effect of placing some additional 
funds at the disposal of the IDe, it would have the effect 
of raising the price of milk to the city consumer. The 
proposal was, therefore not accepted." 

':38. The CommJttee nbte that it W1lIJ provided in the "OperatioD 
Flood" that SMP and 80 received under the Project will _ trans-
ferred to public sector dairies at pre-determined prices which were 
at the level of Ks. 4350 pel" MT for SMP and Ks. 9670 per MT for 
Butter Oil. In order tlrat the comparatively cheaper prices of do-
nated SMP and DO should not act as an incentive to the public sec-
tor dairies to use. SMP and 80 at the expense of the rurally produc-
ed milk, the prices of SMP and 80 w~re, on the Corporation's sgu-
gestion, raised to Ks. 6500 MT for SMP and Rs. 10,000 MT for DO 
from January, 1974. The Commit~e are informed that a second 
prol,)Osal of the Corporation in May, 1974 to further increase the 
prices was examined by the Ministry from all angles and it has been 
decided not to accept it. They~' hardly stress that while fixing 
the transfer value of SMP & DO received under the project tbe 
Ministry should be guided by the aim underlying the "Operation 
Flood" of easuring development and growth of dairy industry in 
India sO as' to 'atfalin seff.;.reliaMe and' sb01d4 also keep in 'mind the 
twin objediveof 'gimg reDnlDHative price ., milk to .preduc~ .and 
keepiag file 8ale' pti~ CJf'tnilk wio. tfte ·reach .f'~""'.11 man. 
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X 
nNANCIAL MATTERS 

18.1. Working Beeulte of the CorporatioQ. 

Year Income Expenditure 

--
1970-11 3S7'4S 3IS'17 

1971-73 3'11'7S 351'01 

·36'88 

1973-73 571'02 522'31 

1973-74 1399'04 1304'73 

1974-7.5 13 1S'07 lZOl' 79 

.Adjllstm:nt of previous ,.ears income in 1971-72, 

(Rs, in laths) 

Net 

(-) 37'12 

(+) 27'74 1 6S'81 

C+) 
>-

36'88· J 
(+) 48'71 

(+) 94'31 

(+) 113'28 

293'20 

10,1 The establishment and office expeinses chargeable to SMP 
'Pool transaction of 1Ibe Corporation for tbe laM three years are stated 
lobe u follo'WS:-

(Rs, in lakhs) 

----------------------------

Year 

1973-73 

1913-74 

1974-75 

TOTAL • 

AI11o:lllt 

4,65.711 
5,82.439 

6.S7.519 

Pen:entqe 
on 

purchase 
cost 

0'51 

0'51 

0'45 

lU. It bas been stated by the Corporation that a portion of the 
;actual establishment aad dee expenses incurred by the Corpora-
tion u a wIlDIe ill charted .. SlIP Pool Account, after taking into 

1ft 
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.account the volume of work done in connection with receipt anci issue 
()t 'coinmercial SMP, , .. . -

"10,4. The ~orporation's disbursements (including loans and ad-
vances) an "Operation Flood" since its inception were as followst-

(Rs, in laths) --_._----------------
Action Item 31-3-11 1-4-71 1-4-73 1-4-73 1-4-74 

31-3-13 31-3-73 31-3-74 31-3-75 

------------------------------------------------------------

.(ii) 

Expansion of the four 
Cities' existing ca-
pacity 

Bxpansion of handling 
capacity by additiollB 
to existirg handling 
facilities ad d erection 
of new urban liquid 
milk plants . 

(iii) Storqe and long dist-
ance milk transport 
facilities 

.(ivat Milk Collection and 
v) Chilling Centres at 

Feeder/balancing 
Milk Plants 

«vi) Resettlement of city-
k~pt cattle/buffaloes 

-(vii) Increasing milk pro-
duction by proviSion 
oftechnicalinputs 

(viii) Development of im-

18'06 

10'86 

37'6z 

proved milch animal5 S' 00 

(ix) Orpnisation of rural 
PrOCut'eDlell t of IIli1t 

.(x) Project planning, im-
plementation and 
manpoW'el' develop-
ment 

{xi) Miscellaneous includ-
ing unloading. 
Storing and inland 
transportation of 
WFP Food . 

~raIPoolofeq~ 
ment aid dairy ma-
chinery for supply 
of dairies. (to be dis-
tributed ultimately to 
Action Items 1.3.3. .. , 

10'77 

15'99 

lIa'94 

93'74 3a'I7 

118' 55 340' 17 411'37 

154'40 

371"9 

7'73 1'00 

aU'95 

13'00 5a'97 13'16 

a'oo 11'07 

9'16 9'09 35'03 

40'16 45'71 

73'$8 86'75 118'13 (--)Ia5'94 
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ed fou:gs:~ y=er:!~~:~ ~=~~:fu::~:~i~;'r~~rfID 
aDd 7 bringing the total so ctiIbuned since th'!' inceptiGn of tbepro-
jeetl, unUl 31st March, 1975 to B.s. 3323.13 lakhs. 

A BUIll of Rs. 74.17 lakhs was disbursed to States and other 
Agencies for programme to be' executed under the direct responsibi-
lity of the Corporation bringing the total so disbursed, since the 
inception of the project, to Rs. 229.87 lakbs. 

10.5. From the Annual Report of the Corporation for 1974-75, tt. 
is ssen that the disbursements for Operation Flood t!Xceeded the 
generation of funds by transfer of WFP commodities and funds were 
borrowed against the cash credit limits of Rs. 200 lakhs each with 
the State Bank of India and the Bank of Baroda. As on 31st March, 
1975, a sum of Rs. 339.56 lakhs has been drawn against these limits. 
In the case of WFP commodities, the funds received were inadequate 
since an unduly large quantity was received from WFP during 
February-April, 1975. Since the urgent representations made to the 
Government did not bring any relief, funds for above payments had 
to be found by cutting down disbursements for "Operation Flood" 
schemes. This had Ii dampening effect on the "Operation Flood'" 
schemes. 

10.6. About the criteria for disbursement of funds. it has been 
stated by the Corporation that the States concerned prepare project 
estimates on the basis of fund allocation for diff~nt action items and 
submit to IDC for approval. These project ~mates are scrutinised' 
by NDDB. On receipt of views of the BOaN, 'these are again examin-
ed by IDC and then put up to Board of Directors of IDC for approval. 
Depending on the ways and means position and the progi'ess in utili-
sation of funds already released, further funds are sanctioned to the 
States within the ceilings approved by the Board of Directors in each 
c'ase. 

10.7. To ensure that the funds disbursed by the Corporation to the 
implementing agencies are utilised for the pUrpose for which thewe 
were given, the Corporation exercises the follOWing checks:-

(i) Utilisation reports of the funds already released (monthly 
and quarterly) are called for in the prescribed proforma, 

(ii) Physical Progress of work is assessed. 

The figures furnished by the implementing agencies are checked 
V(ith the targets and the implementing agencies are accordingly ad-
Wed. Action is stated to be in hand to initiate performance audit 
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of thelmplementirig agencies with regard to utilisation of fuIftIs_-
bursed under Operation 'Flood. IDe teams were visiting Gtfjara't, 
Tamil Nadu and Maharashtra for the purpose. ' 

10.8. The Corporation informed the Committee that while $Qq\e 
of the States "'ere regular hi submission of the R~ports, a few, ~t 
times, default in submission of these reports. Such irnplementiD& 
agencies were regularly reminded and further disbursements were 
held up, if warran~ by the circumstances. In some State~, there 
was still sottle resistance at the departmental level to the introdue--
tion of the Anand Pattern. 

10.9. T-. Committee note that tbe Indian Dairy CorporaUdB. 
has so far been able to generate surpluses to the extent of lIS. 1,93 
erores from 1970-71 -to 1974-75. The bulk of the surplus is reperted 
to be on aeeeunt .f interest reeeived aDd .receivable. TIle C~ 
tee po note that the disbursement for operatien 800d ex~~ 
the generation of funds by transfer of WFP commodities and funds-
had to I;t,borrowed against the cash credit limits with the State 
Bank of India and the Bank of Baroda. The Committee alld D* 
frOm the Annoal Report of the Cotporation for 1.74-75 that :in tile 
case of W'FP commodities, the fonds received were inadequate ~ 
the -result that .!isthtrsemeDt from the "Operation FlCNMI" scllem_ 
had to be cut down for making payMeDh and this had 8 daapelriDt 
eftect on the opeJl'ation flood schemes. The Committee have already 
ginn ~ir reeolDDlendations in r.egard to the ge~eration of fu~s 
and allotmellt of funds to the Corporation in earlier ~hapters of ~~e 
Report. 

Tit£' Cobllnittee lind tbat ftmds are disbursed to the St .... '· for 
different "Adlon Items" Oft' the basis of project esti1llatetr,·'S~­
nised by the NDDB and approval by the Board. Depending on the 
ways and means position and the progress in the utilisation of funds-
already released, further funds are sanctioned to the States wi(hin 
the ceilings approved by the Board. To ensure that the funds dis-
bursed by the Corporation to the implementing agencies are utilised 
for the purpose for which they have been given, the Corporation 
gets utilisation reports monthly and quarterly in prescried pro-
forma along wi'th progress reports of work done. The Committee 
are informed that while some of the States were regular in 
submission of the reports, there had been defaults in submission of 
the reports by a few States and disbursements were held up for want 
of such reports. The Committee would like that a system be intro-
duced by which the implementing States may be required to submit 
monthly/qoartely reports of utilisation along with the reports of work 
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~_. prescribed dates so that tbe Corporation may be in a position 
tAt eDSure utilisation of fUDds for the purposes. for which they were 
Miven. The Committee would also like Govermnent to advise the 
States of the ... essity of sending such periodical returns at pres-
cribed periodical intervah and in prescribed proformae 80 that a 
review of the performance both &nancial and physical can he made 
..... a uaiform basis. 

1 •. It. The Committee find that the Corpol'ation is alrea4y initiat-
iDe aetion to introduce "performance audit" of the implementing 
.agencies with regard to utilisation of funds disbursed uaier the 
.operation flood and the IDC teams are visiting Gujarat, Tamil N adu, 
ilaharubtra, for the purpose. 

The Committee would like to kDOW the signi.fi.cant poiJIts which 
are 1treqht to DOtice as a res"-t of the performance auiit and the 
follows-up aetioa taken t~n. 

It. 11. The Committee have elsewhere in the Bepol't given their 
.-...ervations on the informado. ·syst_ which is being built up by 
tile I.D.C. They have no doubt that the information system devised 
.... 11141 be suck as to take care of the true state of finance el the UBit 
ill ... to aid the maDageBlent with factual information for the best 
4eplo,......t of inaneial resources to achieve the objective. 

It. 1%. Jntemal Audit Cells may also be established in the large 
ileld units and in the Corporation, so that these can bring to notice 
·any serious irreplarities requiring immediate remedial aetmn and 
tIl.1 laelp in ef!ecting savings by cutting out waste and infructuous 
.u:peIMilture. The Committee wold like to be iaformed of the eon-
.crete .euares taken by tile Corporatioa in tIaia ~alf. 
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XI 
ORGANISATIONAL SET UP 

A. Board, .f Directors 

11.1. The Corporation originally had sixteen Directors, including 
the Chairman and the Managing Director. However, the number 
was later revised to nine. The Board of Directors of the Corpora-
tion is assisted by a Consultative Committee. with 21 members. 

11.2. It has been suggested that Indian Dairy Corporation should 
be broadly repre!ilented at the Directors level and in various working 
groups from all over the country including various experts from 
different fields and from non-Governmental bodies also. ' 

11.3. It has also been suggested to the Committee that the Indian 
Dairy Corporation should continuer to have persons on its Board who 
are producer oriented. This step would certainly result in guarding 
the producers' interest. 

11.4. In this connection, the Corporation stated that: 

"If the IDC is to function efficiently as a ftnanci:al body, it 
should have small Board of Directors. Further, 'there 
should not be any representative from borrowing bodies on 
the Board. At present there are 8 members on its Board 
out of which only 2 are lAS officials and 2 are officers other 
than lAS. The present Board has representatives of Gov-
ernment and dairy experts, who are also associated with 
NDDB. The IDe and NDDB are already producer orient-
ed. It is also expected that the officials of the Ministry of 
Agrlculture who are to look after the interests of the far-
mers are also producer-oriented." 

11.5. During evioence, the representative of the Ministry stated 
that: 

''There should be a greater repreaentation given in IDe to the 
States and other interesta involved. me has to work 
through the States so their representatives should be in-
volved." 

147 



148 

11.6. The Ministry stated in a reply after evidence that: 

"It is proposed, for effective implementation of Project WFP 
618 (Operation Flood); ~ broad-base the Board of Direc-
tors of IOC. So far as ,the experts in the field of Animal 
Husbandry and dairy/management are concerned, it is 
felt that the represen\ationis adequate. Representation 
from non-Government bodies, producers/consumers 'Would, 
inter-alia, be considered when the Board of DitectarB of 
the IDe is expanded." 

11.'1. lulkecl whether the Ministry proposed some structural 
changes in the IDC/NDDB, the Ministry stated that: 

"Broadly, the proposal is to make the IDe more broadbased 
by giving, by rotation, representation to the States/Vnion 
territories." 

B. Coor4iDatioa with l.e.A.&' 

11.8. Asked whether the IDC, established any coordination with 
the Indian Council and Agricultural Research in the achtevement Of 
its objectives, the Corporation stated that: 

"Representative of Indian Council of Agricultural Research is 
on the Consultative Committee of IDC. Also there is a 
representative of ICAR on NDDB which is acting as the 
technical consultant to !DC. Assistance of ICAR has been 
sought in the sphere of Fodder. Development. National 
Dairy Research Institute carried out storage trials of But-
ter Oil at the' suggestion and cost of IDe." 

11.9. The Ministry stated in a written reply that: 

"111e I.C.A.R. is represented on Consultative Committee of the 
IDC and also on. the NDDB. This enables the IDC/NDDB 
to keep abreast with the latest techno-ecanomic studies re-
lating to the new varieties of foader developed at the 
Institutes of the I.C.A.R. and the Agricultural Urliversi-
ties. This is particularly helpful to the IDC in plannttig 
and executing PX:~amme for supyly of feed which forms 
one of the IIMljor inputs under Ac~ion Item No. 7 of WFP 
6~8 (Inaeasing milk production b.Y provision of technical 
inputs which will improve' prOduction of ready mixed con-
centrates and green fodder, artificial insemination veteri-
nary services and medieines and calf rearing assistance). 
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Association with I.C.A.R. AND its Institutes has not only 
helped the IDC to take advantage of latest techniques/ 
developments in the field of feed and fodder, but has also 
helped in project planning. It is felt that the coordination 
is working well." , 

C. Relationship between fPC l\nd NOD8 

11.10. It is stated that after the Corporation had been formed, in 
accord with a resolution of the Government of rnd·a, Chairman of 
the National Dairy Corporation Board was appointed Chairman of 
the Indian Dairy Corporation. This appointment re1lected the Gov-
ernment's view and intention that the functioni'Ilg of the Indian 
Dairy Corporation and the National Dairy Development Board should 
be complementary to reach-other, and, to this end, some members of 
the N.D.D.B. were also appointed as Directors of the Indian Dairy 
Corporation. 

11.11. Explaining the inter-se relationship of IDC & NDDB, the 
Corporation in a written reply stated: 

"The National Dairy Development Board had already been es-
tablished by the Government for handling these techntcal 
subjects before IDC was established. It was the NDDB 
which formulated the Operation Flood Project to replicate 
Anand pattern dairy complexes in other States. It was 
initially Contemplated that the NDDB would implement 
the Operation Flood Project. However, the Ministry of Agri-
culture found that the NDDB, as a registered society, was 
not legally competent to transact financing activities. The 
mc was created for these financial activities whereas 
the NDDB was retained as a technical body in the field 
of dairying. 

The precise relationship between IDC AND NDDB is indicated 
below: 

(i) All project proposals received from various States are 
sent to NDDB for techmcal and general scrutiny. The 
NDDBs technical comments are considered before ap-
proving of the projects. 

(ii) The NDDB's advice is obtained regarding design and 
specifications in respect of eq~ment to be procured. 
Some items of equipment were procured, in the initial 
stage, through the NDDB. 
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(iii) In specific areas, such as the setting up and commis-
sioning of mother dairy at Delhi, the NDDB was en;. 
gaged to do the job as desired by the Government of 
India. 

(iv) The NDDB X conducts training programmes for various 
personnel from the States participating in the Opera-
tion Flood project. 

(v) The NDDB's expertise in the field of building up far-
mers' organisations is utilised by deploying NDDB's 
spearhead teams in various States. 

(vi) The NDDB was commissioned to prepare a scheme of 
Monitoring and Management Information System. 

In some cases, like (i), (ii), (iii), and (iv) above', approved fees 
are paid. In other cases, such as (v) and (vi), the entire 
cost of the project is borne by the IDC. 

For ensuring a close and meaningful relationship, the IDe and 
NDDB have a common Chairman and some common Mem-
bers on the Board of Directors/Executive Committee." 

11.12. About the idea of merger of these organisations, the Cor-
poration stated that: 

"In the long run it would be beneficial to bring about merger 
of the two organisations so that the NDDB can become the 
Research & Dev~lopment Wing of the merged organisa-
tion. SUch merger should be done in such a way that acti-
vities of NDDB do not get inhibited due to procedural 
difficul ties." 

11.13. In this connection the Ministry have stated that NDDB was 
set up under the aegis of this Department and was registered as a 
Society under the Societies Registration Act on 21-9-1965 and subse-
quently registered under the Bombay Public Trust Act on 2-6-1966. 
The main objective of setting up the Board was to provide technical 
facilities and know-how in order to step up dairy development in 
the country. The Board is mainly engaged in providing technical 
consultancy services to the State Governments and dairies run in 
public, cooperative and private sector. The Board also provides 
training facilities tn the field of Animal Husbandry and dairy. The 
Board is technical consultant to the IDe. 
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The IDC was registered on 13':2-1970 under the Indian Companies 
Act 1956, Besides implementation of WFP 61B ('Operation Flood'). 
the IDe functions as canalising agency for import of S.M.P. . , 

11.14. Asked about the clear distinguishing areas of the jurisdic>-
tion of NDDB & IDC, the representative of the Ministry stated furing 
evidence:-

NDDB is a technical body which interests itself in training 
activities, project preparation and other technical know-
how required by the States. But IDC is the body which 
actually receives gifts and other commodities from the 
WFP stores them and sells them to various allottees and , 
generates ftmds." 

11.15. As regards the question of merger of NDDB with the IDC. 
the Ministry stated in a written reply after evidence that: 

"The question of merger of NDDB with the IDe has not been 
considered by the Government. sa far." 

11.16. The Committee note that IDC was registered in 1970 under 
the Indian Companies Act 1956 for implementing the project "Ope-

. ration Flood" which was earlier formulated by the National Dairy 
Development Board (NDDB). They are informed that the NDDB 
was set up as a registered Society in 1965 to provide technical consul-
tancy services to the State Governments and dairies run in public, 
cOQperative and private sectors and training facilities in the field of 
animal husbandry and dairy. The NDDB is technical consultant 
to the IDe and inter alia, offers technical advice on all the projects 
included in "Operation Flood". Pending final decision regarding the 
agency to run the Delhi Mother Dairy, the NDDB is also managiJig 
the affairs of this Dairy. The Committee are informed that for ensu-
ring a close and meaningful relationship, the IDC and NDDB have a 
common Chairman and some common members on the Board of Direc-
tors/Executive COlDmittee. The Ministry have stated that the ques-
tion of merger of the two organisations bas not been considerrd by 
the Government so far. The Committee agree with the IDe that "in 
the long run it would be beneficial to bring about merger of the two 
organisations so that the NDDB can become the research and deve-
lopment wing of the merged organisation. The merger should be in 
such a way that activities of NDDB do not get inhibited due to pro-
cedural difficulties." 

11.17. The Committee note that originally the Corporation hall 16 
Directors, including the Chairman and the Managing Director. The 
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.... ber WIUI later reduced to 9 out of which , are officia1s. A Con-

.... tative Committee of 21 members was also set up to assist the 
Board. The Committee are informed that for effective implemen-
tation of "Operation Flood", it is proposed to make the Board of 
Directors of IDe broad-based by giving, by rotation, representation 
to the States/Union Territories, so far as the experts in tbe field of 
animal husbandry and dairy/management are concerned, it has been 
stated that the representation is considered adequate. The Commit-
tee\ are also informed that representation from non-Govemment 
bodies, producers/consumers would, inter alia, be consideted when 
the Board of Directors is expanded. According to the Corporation, 
if the IDe is to function efficiently as a financial body, it should have 
a small Board of Directors and there should not be any representa-
tive from borrowing bodies on the Board. The Cemmittee would 
like the Ministry to review the composition of the Board in consul-
tation with the IDC and determine whether and if so, how it should 
'be strengthened and broad-based with a view to ensure accelerated 
implementation of the Project "Operation Flood" and other projects 
which are proposed to be assignecl to the Corporation during the Fifth 
Five Year plan. They need hardly stress that the Board should 
be a compact and balanced body of small size so as to be able to 
function eltectively and efficiently like a team. 

n.18. The Committee also recommend that the IDC should con-
«nue to keep close liaison with ICAR and also with National Dairy 
Research Institutes in the iarger interest of integrated development 
of the dairy industry and animal hushandry in the country. 

NEW DELHI; 
April 2. 1976 
Chaitra 13, 1898 

NAWAL KISHORE SHARMA 
Chairman, 

Committee OJ! Public Undertakings. 
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APPENDIXD 

(Rd'errN toin para 3. 170) 

The NIIII~1r of cJ!tle feed Pl~'J~r afl:JrOved by the ID:: and their status of t:OIIStIfIaion 

Millt shed 

narj=eling 

cM'ltshidabld 

Pama I , 

Slbu~ha 

1hn.lkurtha 

Jaliaon 
lIbetinda 

Ludhiana 

G:upon 

Alwu 

'Bikil1er 

Meerut 

Vatana.i 

Erode 

Ountur 

Lccaticn of 
the plant 

Siliguri 

Patna 

Gurpon 

Bibner 

Hapur 

Varanasi 
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Present status 

" 

Under construction 

Proposal awaited from the West Bengal 
Projeet Cell 

Under ccnstruction 

Dc>. 

Do. 

Do. 

Propoaal !tWaited from PDDC. 

Commissioned 

Proposal awaited from HDDC/State 
Government 

Underpbaming 

Proposal awaited from Gcvernment 
ofRajasth8n 

Under Planning 

UnderP~ 

Proposal awaited from TNDDC(ramil 
Nadu Govt. 

Proposal awaited from Andhra Predesh 
Govt/APDDC 
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APPENDb! IV 

(R'!!erred to in para 7·' 14) 

Ct»1I1MrCial impurt of IZ1Id SMP received as gift from Canala and BEe 

Sr.1 Letter No. &: date 
No. 

Nature of complaint Acticn taktn by me 

I 

I P II -8(D 13-74/2323 
dt. 21-6-73 from Ute-
know Coop. Milk Pro-
duceR' Union Ltd., 
Lucknow. 

2 pt;II7m SPI dt. 18/ 
2o-S-74 from Chair-
man.DMS. New Delhi 

3 

The daiI) reported that 
ISO MoT SM.P supplied 
from Calcutta ex. City 

~ of Toronto (Canadian 
Shipment) maynot be 
fit for recombination 
as poWder was old and 
moisture had also in-
creased. 

DMS reportee!. that 
packing of SM.P sup-
plied from KBndla ex. 
m.v. Hell&: Skou (Bel-
gian consignment) Was 
very bad and about 
40% bags were bldly 
torn in handlinl 

4 

The complaint was investi-
gated by the represmtati-
ves of Ministry ef Agri~ 
culture & IDC Uld foS " 
result IDe efferee!. to 
rep1ac:e 10 MT which Was 
ir lumps. Htwtver, c'.airy 
in the meantime ccnsl'mtd 
the steck. 

Damaged bags Wele got 
salvaged in the presmcc ef 
insurance surveyors and 
credit for rejection of 5 
MT was allowed Claim for 
such rejections have been 
lodged on the UDderwriten. 

~ hM.S/SMP-Rej./B-a618 
dc. 9-10-74 from 
GBMS. Bombay. 

GBMS reported that Credit for rejected .teck total-
SM.P supplied from. inlt I2 MT as per ~-
Kmdla eX.m.v. HeBe surance survey was allcw-
SkDu (Belgian con- ed and loss bas bun. 
signment) was having claimed from insurers. 
very bed packing and 
tbere was haevy rejec-
tioos on account of 
lulllPS· 

PIHI)f75-761787 dt. Reported that acidity and 
23-3-75 from Utcknow solubility of lIS MoT 
Producers' Coop. Milk SM.P in stock had 
Union Ltd.,U1cltnow. deteriorated. 

The supply was from San 
Benito (Hunprian ceQ-
siinmcnt) received in Oct. 

74. A formal complaint 
UDder Wa..-rantJy ClaUSe 
was lodged and fUrther 
details were called for 
from Milk Scheme for 
furnishing to supplifts. 
These arc awaited. 

s pn-8/75/76/I777 dt. Reported that 25% of the The complaiLt is undet 
26-7-75 tram Utcknow stock from the con- investigation. 
Producers Coop. Milk signment for 80 MT 
Union Ltd., Luc:know. supplied from Bombay 

ex. IS JaJapaJb (BEC 
lift consignment) was 
solidfsemi-solid. 
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'I 2 

6 7IlDM-SMP dt.S-7':'7S 
from Kanpur Milk 
B'l8rd, Kanpur. 

157 

3 

Dairy reportec that 20MT 
supplied from Bombay 
ex. ss Jalapalaka (BEC 
gift consignment) was 
l~eft:ctive as it con-
tainec lumps & flavour 
of prepand milk is not 
good. 

---~ ........ - ........ -

Do. 

i Telegram dt. 9th Oct. Dairy rep:lrted that out Matter under investigation. 
'197sfromBhopalDairy of 10 MT supplied ex. 

8 GM/GBMS/Stort.s dt. 
29-Io-7St'rom GBMS, r. 
Bombay 

8S JalaPalab (BEC gift 
Were received in da-
maaed condition & 
32 bags Were unsuitable 
for human consump-
tion as solid lUmps 
Were found. 

GBMS reported that out 
of sound stocks suppl-
ied to them ex. 9S SID 
Benito (HUDgalian 
consigument), m.~. 
Guacore (Irish consi8ll-
roent) and as IudillJ 
Strength (EECgift c0n-
signment), Worli & 
Auuley !laDies have 
rejte:ted IS M.T OJ! 
account of lum~ 

GBMS informed that the 
stocks had remained in 
then gOOCWJ1 for a 
loug time. As such in 
absence OJ comrlaiDt about 
quality on receipt of con-
sipment subsequent rejec-
tiOl'II lIlPy be treated 
O(.erationaJ losses. 



APPENDIX V 

Summa1'tl of Con.clusiOmlRecommendations 

S. No. Ref. to para No. 
in Report 

Summary of conclusion/recommendation 

(1) (2) 

1. 1.11 

(3) 

The Committee were informed during evidence 
by the representative of Ministry of Agriculture 
and Irrigation that "by and large, the IDC has 
fulfilled the objectives for which it was set up .. 
in the direction of setting up the mother dairies, 
construction of feeder balancing dairies and im-
proving or upgrading the animals in the areas 
adjacent to the operation flood areas and in see-
ing that the gift commodities were sent and sold 
to the concerned people. If these are taken in 
depth, I do not think these have been achieved 
and it will not be possible to achieve them in 20 
years to come in a comprehensive manner". It 
has als~been stated that "the objectives are so 
vast, in a country of this dimension, it will take 
us two or three generations to achieve the same' 
by dint of hard work". 

The Committee apprehend that if such a lei-
surely view of the time factor for fulfilling the· 
objectives as has been taken by the Ministry is 
taken by the Corporation and other authorities 
concerned, the implementation of the . Project, 
which has already been delayed by two years 
may not be completed, even by the end of June, 
1977, as scheduled, and any further delay will 
not only affect me cost of implementation of 
the Project but will also cause a set back to the 
dairy development programmes in the country .. 

Ui8 



(1) (2) 

2. 1.14 

3. 1.21 

159 

(3) 

The Ministry should create a sense of urgency 
in aU the agencies. and authorities concerned 
with the implementation C?f the Project and 
take effective measures: to remove the constra-
ints i:n the way of its implementation so as to 
commission fully the Plants within the stipu"': 
lated period i.e., by the end of June, ]977. 

The Committee recommend that the Gove-
rnment should evaluate the performance of the 
Corporation as canal ising agency for the import 
imd distribution of SMP and see whether these 
activities are being carried a,ut economically and 
efficiently. They would lik"e the Governmerltl 
Corporation to asse~s the demand for SMP in the 
country vis-a-vis indigenous production very care-: 
fully and ensure that the imports are kept to the 
barest minimum and sUQplies are made only to. 
genuine parties for genuine and essential pur ... 
poses. 

Com.straintslDifficulties 

The Committee are surprised to note the con-
ftieting statements made_ by. the Corporation and 
the Ministry in regard to the help sought by the 
form~r"!rom t-,Ae Ministry to solve the difficulties 
arising out of lack of integrated services in cer-
tah1 States which acted as contra~ _ ~n the pr/?-
gress of "Operation Flood". While .the Corpora-
tion has stated that the difficulties experienced 
in this connection were brQught to the notice of 
Government, the reprefJentative of the Ministry: 
bas stated that "We have not had any ~casion of 
any suggestic!~ or request .U'om the Corporation 
to specifically interve~ or help them in any 
manner concerning their activities in the States". 
The Committee are unhappy -at this lack of close 
unders~di~ and ~~ation between the-
a~trative Mitti,stry ~ the Corporation. 
The· Committee feel that, ~ the "Operation 

• 
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1.23 

2.22 & 
2.23 

Flood" Project is time-bound and spread over as 
many as 10 States and 4 Metropolitan cities, it is 
the duty of the Ministry to contemporaneously 
monitor the progress of implementation of the 
Project and to ensure that the "Operation Flood" 
is implemented according to schedule and all 
problems with the concerned States are resolved 
at Government's level. 

TIle Committee further recommend that the 
Government's representatives on the Board of the 
Corporation should be asked to act as eyes and 
ears of the Government and serve as the regular 
line of communication between the MinIstry and 
the Corporation and if any problems affecting the 
progress of the project come to their notice, they 
should without any delay, bring them to the 
notice of the Ministry. The Ministry should not 
hesitate to take initiative to provide necessary 
help and assistance to the Corporation and if 
necessary take up the matter with the State Gov-
ernments to resolve the problems and constra-
ints in the interest of timely implementation of 
the Projects. 

Generation of Fu'n.d., 

The Committee not~ that under the "Opera-
tion Flood" projects, World FoOd Programme had 
agreed to supply free of cost by the 30th June, 
1975, 1.26,000 MT of Skim Milk Powder (SMP) 
and 42.000 MT of Butter Oil (BO). The sale! 
transfer of these commodrties to public sector 
dairies at the prices then fixed was expected to 
generate funds to the tune of Rs. 95.40 crores 
(which later went upto Rs. 116.40 crores as a 
result of increase in the transfer value). These 
funds were to be spent on milk marketing and 
dairy extension activitie1 under the Project. Tl:le 
Committee find that during 1970-71 and 1971-72 
the quantity of gyp received was 39 per cent 
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and 67 per cent less than .expected and that of 
BO 33 per cent and 75 per cent less than expected 
and of the quantities received, 20 per cent of 
SMP and 14 per cent of BO were rejected by IDC 
on the ground of sub-standard quality and pack-
aging problems. During 1972-73 and 1973-74, 
there was a shortfall ranging between 70 per 
cent and 58 per cent in the case of SMP and 
BO. They are informed that this matter was 
taken up by the Government of India with the 
WFP authorities in November, 1973, and as a 
result of these efforts, the supplies were stepped 
up in the latter half of 1974 and during 1975. The 
Committee need hardly point out that if these 
shortfalls had been promptly brought to the 
notice of WFP authOrities, a suitable solution 
could have been found much earlier and t.he 
implementation of the project would not have 
been so heavily delayed. 

The Committee regret to note that on account 
of the inadequate inflow of WFP commodities in 
the first 3l years and due to inadequate off-take 
of these commodities in the following 1! years 
the actual generation of funds under the project 
was of the order of Rs. 46 crores (aprox.) upto 
the end of November, 1975 as against the original 
expectation of Rs. 95.40 crores and the revised 
estimate of Rs. 116.40 crores. 

The Committee are informed that the project 
did not make Progress according to schedule in 
the initial stages as no lead period was provided , 
to prepare for taking up the programme and the 
Ministry/Corporation did not realise this before 
the commencement of the project. The Com-
mittee regret that the progress of the project 
which ultimately resulted in shortfall of funds 
was also due to delay in the receipt of imported 
equipment for the four city dairies, raising of 
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required infrastructure for expansion of the 
existing dairies and setting up of new dairies 
and establishment of machinery for coordination 
at state and citY.. level 

The Committee would like the Corporation to 
take stock of the loans granted to States and 
initiate action with the help of the Ministry to 
recover instalments of loans which have fallen 
due. The Committee would like to be informed 
of the developments in the matter. 

The Committee note that though the supply of 
gift materials has picked up now, it has become 
difficult for the Corporation to push larger quan-
tities of gift materials in the market to generate 
more funds with the result that about 14,000 
tonnes of SMP and 15,000 tonnes of BO, valued at 
over Rs. 20 crores are in stock with the IDC. The 
milk handling capacities ,of the existing four 
metropolitan cities ~ve reached their limits and 
the new Mother Dairies (except Delhi and 
Bombay) have not yet been commissioned, and 
hence pushing larger quantities of SMP and BO 
through them has not been possible. The Com-
mittee stress that the Corporation/Ministry 
should review in detail the progress of develop-
mental works connected with Dairies so as to 
spcedthem up. The Committee expect the ad-, 
ministrative Ministry to take. up matters di'rectly 
with the State Governments where it is not 
possible to resolve the matters promptly at the 
level of the Corporation. 

While the Committee are happy at the improve-
ment in the mUk supply position within the 
country, they do not ~ milk markets allover 
the country have reached a saturation point, so 
as not to be able to absorb additional supplies of 
SMP and ghee. The Committee would like the 
Governm.en,VCc.rporation to study the supply 
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position of milk and milk products in all the· 
regions in consultation with the State authorities 
and find out a solution to the problem whlc.h 
should not only help the Corporation clear its 
stocks of SMP and BO and generate more funds 
for the speedier implementation of dairy develop-
ment projects in the interest of the milk consu-
mers but also safeguard the intere~ts of milk 
producers. 

The Committee feel that the project could 
have made more satisfactory progress if lead 

period had been given, supplies of SMP and BO 
had been made by WFP authorities according to 
agreed schedule and substantial quantities of the-
supplies were not of sub-standard quality. As 
these factors, inter alia, resulted in the shortfall 
in the generation of funds in the initial stages, 
due to which t1'!e infra-structure for the use of 
donated commodities could not be established by 
the Corporation in time resulting in inadequate 
off-take of the donated commodities later on, the 
Committee have "no doubt that the Government 
would be able to persuade the WFP authorities. 
to extend the period of the project to enable the 
Corporation to u~ilise the full quantities of SMP 
and BO agreed to by them under the "Operation 
Flood". 

The Committee are concerned to note that 
WFP authoriti'es are demanding a commitment" 
fromGovernm~nt that normal commercial im-
ports should be maintained at the level of 20,000-
MT of SMP per year. The Committee note that 
while imports of SMP varied between 12,000 to 
17,000 tonnes from 1971-72 to 1974-75, there was 
no import in 1975-76. The purpose of the pro-
gramme is to generate s~lf-reliance in the matter 
of milk production in the country. The Com-
mittee have, therefore, no doubt that there is no" 
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question of entering into any commitment which 
would be counter-productive to this basic objec-
tive. 

"Operation Flood" Project-Plan oj Operations 

3.13 

3.42 

The Committee are informed that the schemes 
relating to Action Items Nos. 1 to 5, 8, and 9 are 
expected to be completed by June, 1977. From 
this the Committee are left with the impression 
that the other Action Items are not likely to be 
com pleted even by the end of the extended period 
of, the Project. They have made observations on 
the progress made under individual Action Items 
in the subsequent sections of this chapter. 

MOTHER DAIllIES 

Mother Dairy at Delhi 

The Committee are informed that though the 
Corporation submitted the project report for the 
constr~ction of the Mother Dairy at Delhi to the 
Ministry of Agriculture and the Planning Com-
mission in July. 1971, the sanction of the Govern-
ment was issued in August, 1972. The dairy whi-
ch was to be completed in August, 1973 was actu-
aUy completed and commissioned in December, 
1974. The Committee regret to observe, there was 
no justification for the Government to take 13 
months to issue sanction to the project which ul-
timately resulted in delaying the completion and 
commissioning of the dairy. 

The Committee are informed that one of the 
reasons for the delay in commissioning was the 
inordinate delay in acquiring the site for the 
Dairy. There was also considerable delay in ac-
quiring sites for the vending units because a 
number of agencies were involVed in arriving 
at a decision in this regard. The Committee can-
not appreciate the delay on the .,art of the Delhi 
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.. Development Authority and other bodies in ac~ 

quiring/deciding sites for the Mother Dairy and 
the vending UJlits. They feel that the Ministry 
should have come forward and used their influ-
ence with the local authorities to cut short the 
delay and helped the COrporaton/NDDB in ex-
pediting the completion and commisSioning of 
the dairy. 

The Committee are informed that according to 
the guidelines issued by the Department of Agri-
culture areas in the walled city, the new colonies 
that had come up in and around Delhi and the 
areas where the Delhi Milk Scheme had not ful-
ly satisfied the demand through its booths were 
to be catered to first. They do not think that 
all the areas of South Delhi, where most of the 
61 booths set up by November, 1975 are located 
satisfy the criteria laid down in the guidelines 
issued to the NDDB in this regard. They would 
like to stress that the NDDB/Con;;x>ration should 
bear these guidelines in mind and set up booths 
first in those areas which are at present not serv-
ed or inadequately served by th~ Delhi Milk 
Scheme so that there is equitable distribution of 
milk in all the parts of Delhi. 

The Committee note that though sites have 
been selected by NDDB/Corporation for new 
vending units in the walled city and J.J. Colo-
nies, the clearance of the concerned Municipal 
authorities has not been received. They would 
like the NDDB/Corporation to take up the mat-
ters with the Municipal and local authorities at 
the highest level and settle the matters expedi-
tiously. They feel in such cases the Ministry 
should voluntarily lend full support to the IDCr 
NDDB in getting prompt clearance for its propo-
sals from the Municipal authorities. The Com-
mittee would like the Ministry/Corporation/ 
NDDB to impress upon the local authoritiest 
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DDA that provision ot sites for milk booths in 
new localities which are being devela;>ed or 
which may be developed in future should be 
part of the integrated planning in the new colo-
nies so that there are no delays as and when it 
becomes necessary to open booths there. 

The Committee need hardly stress that the 
working of machines and other equipment at 
each vending unit should be kept under continu-
ous watch and, as and when any defect comes to 
notice, the Corporation/NDDB should ensure 
that it is attended to promptly to avoid inconve-
nience to the consumers. They hope that the 
Corporation has made regular arrangements to 
check the quality of milk in the vending units be-
fore the commencement of sale to ensure that 
the milk dispensed is of the prescribed standard. 

The Committee are informed that a proposal 
for setting up a subsidiary of roc to run the 
New Dairy (Delhi) has been submitted to the 
Government, but no decision has been taken in 
the matter so far. / 

The Committee regret that the decision as to 
which agency will ultimately run the New Dairy 
(Delhi) was not taken before the construction of 
the Dairy started so that the agency could have 
been associated with the Dairy right from the 
constrUction stage and made all arrangements to 
organise the retail sale of milk and finalise other 
arrangements well in time or at least before it 
was commissioned. It is all the more regrettable 
that the decision has not been taken even after 
one year of the commissiOning of the Dairy. 

" The Committee need hardly point that now 
when there are two public sector dairies in Delhi, 

. Government will have to take steps to avoid 
duplication of efforts and overlap?ing of func-
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tions, arrange judicious location of booths in all 
parts of the city and ensure equitable distribu-
tion of milk among all sections of people. They 
are of the opinion that one integrated organisation 
to manage and control the affairs oil both the 
DMS and the Delhi Mother Dairy will not only 
go a long way in achieving these objectives, but 
will also make it possible for the Management to 
keep the overheads on staff and fuel costs on 
transportation low, guard againSt unwholesome 
cou.;etttion among milk producers and give them 
a fair deal, achieve economies of scale and pass 
on the benefits of low costs Ito the consumers. The 
Committee stress that Government should not 
lose any more time in taking a decision on the 
structure of the integrated agency to run the two 
dairies in the larger interests of the consumers 
and producers. If, however, the two dairies have 
to remain as separate units for some time till the 
organisational structure of one integrated agency 
is finalised, the Committee would like the Govern-
ment to make some suitable functional arrange-
ments to bring together the heads of ' the two dili-
ries so as to ensure coordination in their activities 
and integration in their planning during the in-
terim period. 

The Committee recommend that the two dal-
ries in Delhi should immediately conduct under, 
the guidance of the Ministry, a joint survey of. the 
area-wise milk demand in all the parts of Delhi 
modality of distribution preferred by each locali-
ty and evolve a joint and long term strategy for 
setting up new or additional vending units/booths, 
consistent with their present capacity and future 
expansion so as to progressively cover all parts 
and all sections of the people of the city in a, 
planned manner. They would stress that while 
setting up new milk booths the localities where 
econOmically weaker sections of society reside 
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( F: I predominantly should receive prior- attention and 
so long as there is I?rice <lifferential between the-
milk distributed by the two dairies, the opening 
of milk booths should be so planned that booths of 
cheaper milk are preferably opened in localities 
of economically weaker sections. 

Mother Dairies at Bombay, Madras Gnd Calcutta 

3.49 
and 
3.50 

3.51 
and 
3.52 

The Committee hope that the existing public 
sector dairies and the New Dairy in Bombay, Cal--
cutta and Madras will also be advised to conduct 
joint surveys to plan '8l1 integrated approach in 
regard to the opening _of. new booths so as to 
ensure even distribution of booths and equitable 
supply of milk in all the localities. The Com-
mittee need hardly point out that the manage-
ment should not spare any efforts to ensure eco-
nomic and -efficient -working of De1hi Mother 
Dairy and earn consumer satisfaction so that its 
success sets the pace for other dairies and pre-
pares the base for futut'e Sc~mes to subserve the-
underlying objects of 'Operation Flood'. 

The Committee learn that the Kurla Dairy 
(Bombay) has been formally commissioned on 
9th February, 1976, and the Maharashtra Govern-
ment propose to distribute milk through sachet 
packets (1 lakh litres), cans (1 lakh litres) and 
mobile tankers (2 lakh litres). The Committee 
will be interested to know about the eJa;lerience 
of the working of this Dairy. The Committee are 
concerned to note the lack of agreemnt between 
the Maharashtra Government and the IDC in re-
gard to the distribution modalities. They regret 
to observe that an important question like this 
was not finally settled before the commisisoning 
of the Bombay Mother Dairy. They ~eel that in 
a situation like this, the Ministry should have 
intervened and taken initiative to resolve the 
problem well in time. They would like that at 
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least now tni! Ministry should take up the matter 
with the State Government in the light of the 
Committee's observations in the subsequent sec-
tion on "Distribution System" and resolve the 
problem so as to ensure efficient distribution of 
milk at most economic cost to the satisfaction nf 
consumers. 

The Committee find that cost estimates of Rs. 
521.83 lakhs for the establishment of thi! Dairy in-
corporating the final de·,isioll of the Maharashtra 
Government with regard to distribution system 
are still awaited by the IDC. The Committee 
would like the Corporation to obtain the details 
of the cost eistimates from the Maharashtra Gov-
ernment without further d~lay and finalise the 
matter expeditiously. 

The Committee note that the Mother Dairy at 
Madras which was expected to be commissioned 
during August-September, 1975, has not been 
commissioned so far -though the trial runs have 
been started from December, 1975. The Com-
mittee suggest that Corporation should take all 
measures in consultation with the State agencies 
and local authorities to ensure that there is no 
further delay~ ~ commissioning the Mother Dairy. 

The Committee are informed that the Calcutta 
Mother Dairy was e1CpeCted to be commissioned 
by June 1976 but now the Dairy will be completed 
by later half of 1976. The Committee are unhap- '" 
py to note that there will be slipage in .!he comp-
leting and commissioning of the Mother Dairy. 
They stress that the Corporation/Government 
should take stock of the position, in consultation 
with the State Government and local authorit~i, 
take concerted and concrete measures in the light 
of ' their experience in other Metropolitan cities so 
as to ensure that the Calcutta Mother Dairy ia 
commisisoned without avoidable delay. 
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The Commi~tee are greatly disturbed to find 
that even though the construction of Madras and 
Calcutta Mother Dairies has reached the final 
stage, final decision regarding the modalities of 
distribution of milk of these daides has not been 
taken so far. 

They need hardly point out that delay in tak-
ing timely decision in this iIllQortant matter js 
sure to reflect on the timely commissioning of 
the respective Dairies. Th~y recommend that the 
distribution modalities should be decided without 
any further delay, at least well before the com-
missioning of the dairies in these plac~s. The 
Committee have made .oetaJed observations jn 
this respect in a sl1bsequent section. 

The Committee have no doubt that the Co~_ 
,ration/NDDB and the Management of the New 

Dairies in the four Metropolitan cities keep in 
mind their responsibilities' to devzlop milk sheds 
in the hinterland and will make continuous ef-
forts in that' direction so that as the demand 
grows, they can procure larger supplies of milk 
to meet the local demand. They would suggzst 
that constant watch should be kept On the de-
mand and supply of milk in these cities so as to 
ensure that supply matches the expanding de-
mand, and not only the producers get fair price 
for their milk but the consumers also- receive ~hk 
of gOOd. quality atcom~tive p~C!e. The Com-
mitt~ would like the demand and supply of 
milk, pricing and the 'opening of milk booths to 
be suitably reflected in the Annual Report of tile 
Corporation. ", 

! 

The Committee need hardly point out the 
need for a .close 8Ild OODU~UOUS cooperation bet-
wean the existing dai,ries and the new dairies in 

. Bombay,. ~ta and lqdras so as to ensure 
;. that. there is fair and equitable distribution of 

I . oJ: ~ in aU parts of the c~ties and amonpt all 
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sections of th~ pea;?le. Particularly the economi-
cally weaker sections of society. They have no 
doubt that some sort of institutional arrangement 
will be made to bring about clpse coordination 
between the existing dairies and the new dairies 
in Bombay, Calcutta and Madras to avoid dupli-
cation of efforts and overlapping of functions in 
the interest of their efficient and economic work-
ing. The C'ommittee would like to invite atten-
tion to their observations made in regard to 
Delhi Mother D~iry in paras 3.47 to 3.49 and 
hope that these observations will be kept in 
mind while commissioning and running. the 
Mother Dairies and setting up vending units in 
Bombay, Calcutta and Madras. 

The Committee would like that the working 
results of the Mother Dairies in Delhi, Bombay, 
Calcutta and Madras should be maintained se,a-
rately so as to enable the Government and the 
management to keep a watch on its economics 
and profitability and take remedial measures as 
and when necessary. 

DISTRIBUTION SYSTEMS 

Bulk Vending System 

The Committee note that the Corporation de-
Cided to introduce bulk vending system in Delhi 
which is stated to have many advantages. The 
Committee note that the representative of the 
Ministry of Finance was rather sceptic about the 
success of bulk vending system in Indian condi-
tions and he also pointed out during evidence 
that these machines required some standard of 
mamtenance and handling which, in this country 
at this stage of development, might not be possI_ 
ble.The Committee seen reason why a machine 
which . bas been manufactured in India, cannot 
be maintained by Indian el)gineers in working 
conditi'ob: . 
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The Committee arz informed that the bulk. 
vendmg system was first tried in Maxico but had 
not succeeded there. They learn that an Experts 
Committee is to assess the economics and utility-
of bulk vending booths aftzr atleast 100 booths-' 
are commissioned. In view of the re?orted failure-
of the system in Mexico and the reservations ab-
out i·ts success in India eXJ?fessed by the Ministry-
of Finance, tha Committee would like the Experts' 
Committee to undertake a techno-economic study 
of the bulk vending units without delay and sub-
mit its report within three months of the presen-
tation of this Report so that the Government/Cor-
poration may be able to take ,a decision about th~ 
continuance or otherwise of the bulk vending sys-
tem before it is too late. They would like the-
Experts Committee to find out as to why the sys--
tern has not succeeded in Mexico and who pre-
ventive measures have been or should be taken 
to ensure that the system· does not fail in India. 

The Committ€'e note that DMS is working at. 
a loss and the loss has been of the order of Rs. 
181 lakhs in 1973-74 and Rs. 293 lakhs in 1974-75. 
They are distressed to note that, on the one hamf 
DMS is i1self incurring heavy losses from year to-
year and on the other hand its pricing policy is 
having an adverse effect on the economic work-
ing of the bulk vending system of IDC. The Com-
mittee would like the Ministry to go into this mat-
ter critically and see how the economic viabiJit:r 
of bulk vending system can be ensured in the-
circumstances Qrevailing in Delhi 

The Committee also Uke the Experts Com-
rnitteefMinistry to c:onsider measures to ensure-
that the working of both the dairies is made-
complementary tn eeeh other in the larger in-
terest of the consumers and the economic via-
bility of both the dairiM. 
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The Committee recommend that the NDDB 
should finalise expeditiously the design of pre-
fabricated modules of light structure as re-
commended by the Second Inter Agency Evalua-
tion Mission, which should not only be easier in 
construction but also simpler in mechanism and 
operation SO that the new booths, which are yet 
ta be set up, can be constructed speedily and 
maintained easily. 

The Committee are infonned that the Corpo.-
ration has introduced in Bombay mobile tankers 
which go to various localitIes and deliver milk Itt 
different timings. The Committee would like the 
NDDB/Corporation to consider the feasibility of 
designing smaller bulk vending units which are 
not only tarnoer-proof. and are able to retain the 
milk in goon. condition for a reasonable period, 
but can also be mounted on push carts or cycle-
drawn carts and can be used like ice-cream trol-
lies for sale of milk at the door steps in localities 
where there may be demand for such a service. 

The Committee note that Tetrapak, Satchet, 
bottling, bulk vending in machines and bulk ven-

I ding in cans represent different methods of milt 
distribution having different degrees of cost ef-
fectiveness. The Committee do not agree witll 
the Ministry of AgriculturE: that it is too early to 
make an asspc::sment of reJative merits and d~­
merits at each system. On the conttary, they feel, 
that the Government/Corporation should have 
started considering this question seriously imme-
diately after signing the Agreement with the Uni-
ted Nations/FAa, World i<'ood Programme and 
the merits and dettl.erits at the various systems 
should have heen assessed aD a !?i1ot scale in coi-
laboration wlth DMS aDd other f'>xisting pubHc 
sector dairies and a decision taken in the light Co! 
the pilot studies well befcre the !'ommissiomDl 
of the Mothfar Dairies. If the distribution systems 
for the cities of Delhi and Bombay. where the 
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Mother Dairies have already been commissioned,. 
have been d~cided without such a comparative a;. 
sessment, the Committee cannot but express their 
dee;? concern at the wrong approa~h to the p!'o';· 
lem. 

The COm'!llttee rzcommend that qovernme-nti 
Corporatior. should immediately go into the eco-
nomics and .;oerational eihciencv of the variot:s 
distribution system and determinl' their ments 
and demerit'> with referen..-e 10 ellch of the fnUt 

cities, viz., Bombay. Calcutta, neH:i and Mad!"8s, 
which are to :::e served by th~ :M"other Dairies 
They would like the Government to examine 
wheth·er, inRt",ad of ir.trodacmg one flat sysi"em 
of distributlcn in the whole of a cit v , it would Tlcl 
be better to introduce difter~nt systems in riif· 
ferent parts of the city 'lfter tulring into account 
the over-all {'reference of the reoplp of each Iv-
cality, the lay-out of the locality, operational ex-
penses and c'ficiency and othel" relevant factn·s. 
They need hudly poi!lt Ollt that whatever sys-
tem is chosen for any locality, it should be opera-
bIt at the !lIa:nm.urn of ·~ciel1c.v =lth themin:'-
mum of ove:-heads so that mllk of rood quahty 
may become :lvailable ~ U>e corom' Tt man at lhe 
most competitive prit'eS without s'lbjecting the' 
Mother Dairies to any loss in the process. 

Tetrapak 
1.96 The Committee note titat the me had a:>-
and proached th3 Min~;try < ~ Industrial Development 
3.97 for a Letter of Intent for setting up a unit for 

manufacture of Tetrapak paper and for approval 
of foreign collaboration proposal with a view to-
market mjjIk in Tetrapak also alongwith other 
systems. The Ministry note that the Ministry of" 
Agriculture have decided t<l drop the proposal. 

The Com!'.irttee note thr.t the C.:.noration has 
approached the Ministl"y ngain in 19·,5 to recor.si-
der its proposal to purchase Tetrapak machines, 
set up laIcin:t+mg plant &nJ mak~ country self-
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sufficient in, this field. The Committee feel that 
the IDC's proposal to market Tetrapak milk, 
alongwith other systems of marketing milk, 
which, it is stated, will i~crease the shelf life of 
milk and open city markets all over the country 
to the rurally produced milk, deserves a second 
look. They suggest that the proposal may be 
studied again in depth and its economies, utility 
and consumer acceptability evaluated with a 
view to arriving at an early decision in the long 
range and larger interest of producers and co,n-
sumers of milk. 

BUILDING UP OF MILK PRODUCERS' ORGANISATIONS 

3.111 
3.112 
3.113 
3.114 

Action Item No. 9 

The CommHtee note that Action Item No. 9 
provides for the building up of milk producers' 
organisation for milk procurement, processin~ 

and marketing and for marketing of inputs for 
milk production enhancement. This Item is 
under the direct investment of IDC. !~ 

The Committee note that it was in May 1974, 
l.e. four years after the commencement of the 
"Operation Flood", when it was decided as a 
policy of the Government in the conference of 
State Secretaries of Agriculture, Directors of 
Animal Husbandry and Milk Commissioners 
that farmers' cooperative organisations should be 
the exclusive agency for collecting of rurally pro-
duced milk and that the rural dairy plant and 
other infra-structure must be owned and op .. 
rated by them. 

The Committee are informed by the Corpora-
tion that the proposal for treating the Action 
Item regarding setting up. of milk producers 
organisations in the States as direct expenditure 
of me, was sanctioned by Government only in 
the 3rd year of the project and this greatly de-
layed the project's impact on the milk-sheds. 



(1) (2) 

1';6 

(3) 

The Ministry have stated that the proposal 
that expenditure on Action Item No.9 should be 
allowed as direct expenditure (100 per cent 
grant) to ensure speedier implementation of this 
programme was received from the Corporation 
in April 1972 and approved in May, 1973. 

From all this, the Committee are constrailled 
to conclude that the Government/Corporatioa 
did not attach, in the beginnig, due importance 
and urgency to the establishment of milk pro-
ducers' cooperative organisations in the milk 
sheds on 'Anand' pattern which are stated to be 
of fundamental and vital importance for achieve-
ment of the project's social and economic objec-
tives; as they see no reason why the CorpOl"a-
tion took two years to decide about the financing 
pat;tern for this programme and the Govern-
ment over one year to accord approval te it. 
They also regret to note that Government took 
nearly four years \0 arrive at a policy decision 
urging the States to set up farmers' coopera-
tives and aransfer the ownership of feede. 
balancing dairies _ etc., to them. 

The -Committee feel that as the Corporatien 
alone could not be expected to bring round the 
participating States to agree to the 'Anand' JNl" 
tern of cooperative societies which was a1\ en-
tirely new concept for them, Government shouid 
have taken active interest in this programme 
right from the beginning and offered their good 
offices and used their influence to overcome re-
sistence in the States to the new style of coope-
rative in order to ensure accelerated progress 
of this programme of vital importance. The 
Committee would like the delays in reg~d to 
the implementation of this programme at the 
level of the Corporation and the Ministry to be 
critically analysed, and lessons learnt. 
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The Committee recommend that the Govern-
ment/Corporation may immediately take stock 
of the situation in each participating State, iden-
tify the States which have either not fully ac-
cepted the pre-requisites for the working of the 
Cooperatives or which having accepted the pre-
requisites in principle have not implemented 
them in actual practice, and take up the matter 
with such States at the highest level with a view 
to dispelling their misgivings, if any, in this re-
gard and persuading them to fall in line with 
other States so as to ensure speedier impleme'n-
tation of this Action Item (No.9). 

The Committee also recommend that the Cor-
poration/Government should, in consultation with 
the State authorities, critically analyse the rea-
sons for slow rate of progress in the setting up 
of the farmers cooperatives find positive solu-
tions to the difficulties standing in the way of 
setting up such societies draw out time-bound 
programme for each State and depute Spearlead 
Teams without delay to the States concerned to 
set up the Cooperative societies according to 
schedule. The Committee would like that all 
possible steps should be taken to ensure that 
there is no further slippage in the setting up of 
the farmers' Cooperative societies. , 

The Committee hope that the Corporatioa 
has taken all possible steps to synchronise the 
develepment of milk producers cooperatives and 
the unions with the cOlmmsslOning of the 
feeder-balancing dairies in all the milk sheds 80 
as to ensure that the feeder-balancing dairies ca. 
become vi~ble. 

The Committee cannot over emphasize the 
importance of repicating 'Anand' pattern of co-
t!peratives in the participating States as only 
sllch cooperatives are truly representatives of the 
farmers' interests and can bring about whole 
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hearted involvement of the producers froin 
grass-root level u.pwards which is abs61utely es-
sential for the success of the project. They 
would like that Corporation should ensure parti-
cipative management of the cooperatives by far-
mers right from the beginning, and spare no 
efforts to help the cooperatives to become self-
relia.nt within a definite period of time and to 
generate funds for further developmental pro-
grammes in the interest of the farmers. They 
would stress that as soon as the cooperatives 
become viable and from unions, the responsi-
bility for the management of the feeder-balanc-
ing diaries, cattle-feed plants etc., should devolve 
on the cooperative unions and, where any state 
shows reluctance in following the "Anand" pat-
tern in this regard, the Central Government 
should use their good offices and persuade the 
state concerned to implement the "Anand" pat-
tern in letter and spirit in the interest of the suc-
cess of the scheme . 

. The Committee would like the feeder-balanc-
ing dairies to procure milk directly from the far-
mers through their cooperatives and not resort 
to procure!.I1ent of milk through middle men/ 
contractors as, if once the procurement is start-
ed through contractors even to fill a gap the sys-
tem is likely to get per~tuated as has been seen 
in the case of D.M.S. 

32 3.120 They would like that the COIJ>oration should 
keep a close and regular watch on the working 
of the primary cooperatives and the unions and 
if ever any of the societies or unions shows any 

• signs of "sickness", the Corporation should take 
prompt and positive measures, in consultation 
with the State authoJ::ities, if necessary, to re-
medy the situatiOn so as to save the farmer! 
members of the cooperatives from suffering any 

1 loss. 
13 3.121 The Committee are informed that the annual 

report of the !DC mentions in detail all the 
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problems faced by the Corporation in the imple-
mentation of the projects and these are submit-
ted to the Government annually. They feel that 
this is too routine an approach in dealing with 
the problems that are bound to crop up in imple-
menting the "Operation Flood" and hold up its 
progress. The Committee are of the opinion that 
the Corporation should not wait till the end of 
the year to bring its problems and difficulties to 
the notice of the Government. It should keep 
the Government concurrently informed of the 
actual progress of each project and also the con-
straints faced by it in achieving satisfactory re-
sults and if it is not possible for it to overcome 
the constraints promptly on its own, the Corpo-
ration should seek the help and guidance of the 
Government without delay in the interest of-
speedier implementation of the project. 

The Committee are informed by the Corpo-
ration that the amount provided in the project 
for Action No. 9 organisation of rural procure-
ment of milk is inadequate and there will be 
need for additional funds. The IDC's proposar· 
for increase in allocation from Rs. 180 lakhs to 
Rs. 260 lakhs for this programme is stated to 
be under the consideration of the Ministry. As 
the setting up of the fanners' cooperatives is 
central to the whole scheme of organisation of· 
rural milk, the Committee would like the Gov-
ernment to examine critically the IDC's propo-
sal for increased funds for this work expeditious-
ly and communicate their decision to the Cor-
poration without avoidable delay. They feel 
that the progress of this programme should not 
be allowed to suffer or lose momentum for lack 
of funds. They would, however, like the Cor-
poration/Government to make sure that the 
funds are spent on the programme judiciously 
to ,produce positive results. 
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The Committee have gathered an impression 
that while the IDe has been able to make ap-
preciable progress in the matter of setting up of 
mother dairies under the "Operation Flood", 
there has not been corresponding progress in the 
matter of development of basic infra-structure 
for raising the milk output in the milk sheds in 
the country side. The setting up of Farmers' 
Cooperative Unions is lagging behind as also the 
programme for upgrading the milch cattle and 
making available the requisite inputs like bal-
anced feeds at competitive rates to the farmers 
and the setting up of feeder plant dairie, etc. to 
provide an assured nodal point for collection 
and treatment of milk. The Committee feel that 
the Corporation with its expertise and experi-
ence of Mahsana and Kaira districts, should con-
centrate its ene>rgies and resources to help deve-
lop milk production, particularly by small and 
marginal farmers, so as to achieve the twin ab--
jective of raising the milk output to meet the 
growing requirements and betterment of the eco-
nomic lot of the COtnDlDn milk producer in the 
country side. It is only if the problem is tackled 
at the grass root level and the marginal and 
small milk producers in the country side feel 
involved in the programme and see the economic 
results flowing back to them that the "Opera-
tion Flood" would become a self-sustaining, self-
developing and onward going movement. 

!ubsidia'1l COrpo1"a.tiot1. fo.,. Da.i.,.y Equipment a,:.d Machine'ry 

3.133 
and 

3.134 

The Committee are informed that the IDC 
sent a proposal to the Ministry for setting up a 
subsidiary corporation for the maaufacture of 
dairy equipment as far back as June, 1973 ani 
subsequently a feasibility report for the project 
was also sent to· the Ministry in September, 1975. 
It has been. stated that the matter is still under 
consideration of the Government. The Commit-
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tee find that in the mean-time the Corporation 
approached the Ministry of Industrial Develop-
ment in April, 1975 for a letter of intent (which 
was received by them in July, 1975) and also 
applied for foreign collaboration with GDR in 
July, 1975 for which also a letter of intent had 
been received by them in December, 1975. Al-
though it has been admitted that the matter is 
still under consideration of Government and tak-
ing up manufacture of dairy machinery directly 
by the Corporation would require an amendment 
to the Memorandum and Articles of Association. 
the Committee are surprised that the Corporation 
was allowed to go ahead with' taking up manu-· 
facturing activities of dairy plant and equipment 
by seeking foreign collaboration. 

The Committee would like Government to' 
keep the present and future demands of dairy 
plant and equipment in view and examine whe-
ther there is any justification for setting up a 
subsidiary Coropration for the manufacture of 
dairy equipment and whether such demand could 
not be met by better utilisation of the capacity 
already available in the country and with public 
sector engipeering units like HMT, HEC, MAMC, 
BHEL etc. 

The Committee need hardly stress that which 
ever unit is entrusted with the responsibility of 
manufacturing dairy equipment Governmentl 
Corporation should ensure that there is a close 
coordination between the manufacturing unit 
and the Corporation. 

The Committee note that the Corporation 
proposes to set up a subsidiary organisation for 
manufacture of foot-and-JPOWlth disease vaccine 
and of antigens such a." T"berclllin, Johnin and 
.Bruce~ w~ fiQallDjal a~ technical assistance-
from UK Government. 
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The Committee would like Government to 
examine whether the Foot and Mouth vaccine 
already being produced in the country is of the 
prescribed standard and whether its production 
in the existing units cannot be augmented to 
meet the present and the future demand, before 
going in for foreign collaboration for installation 
of additional capacity. 

The Committee would also like Government 
to critically examine the feasibility and the eco-
nomic viability of the proposal of setting up a 
separate plant for manuf2cture of immunological 
and biological veterinary products in consulta-
tion with expert bodies like the leAR and ex-
plore the possibility of manufacture of the plants 
by utiliSing the indigenous capacity available in 
the country in the Public Sector. 

StoTage ATTangements 
Action Item No.3 

The Committee would "like the Corporation 
to keep a constant watch on the storage arrange-
ments for SMP and BO and take all possible 
steps to ensure that the storage arrangements 
in warehouses are secure and these commodi-
ties do not suffer deterioration while in storage 
there. 

Milk collection and chilling centTes and Feeder'; Balancing 
Milk Plant.s 

3.152 
Action Item Nos. 4 and 5 

The Committee note that under "Operation 
Flood" seven f~er /balancing dairies are bein, 
expanded and 13 new feeder/balancing dairies 
are being set up in the 10 participating States. 
They are informed that due to difftculties expe-
rieftCed by States in taking over sites, procure-
meont of steel andeement, and delays in taking 
ftnal decision by the States, the feeder fbaIancing 
dairies in certam eases c:oulcI not be eomp1eted 
as fast 8S was eontempla~ In view of the 
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slow progress of these works despite the Corpo-
ration'seiforts, the Committee would like that 
the matter should be taken up by the Ministry 
with the State Governments concerned at a high 
level and the States per~l:aded to expedite action 
in this regard to avoid any further delay in the 
completion of the Project. The Committee 
would also like that the Ministry should render 
assistance to the Corporation in the procurement 
of Steel and Cement on a priority basis to ensure 
that progress of the projects is not delayed due 
to want of essential copstruction materials. 

Resettlement oj City . . Cattle-Action Item No. 6 

3.160 The Conm,Htee note that the progress on 
and Action Item No.6, namely, resettlement of city 

3.161 kept cattle and buffaloe3 eQuId not be taken up 
actively for implementation. The Committee 
find that the pilot project started in Maharashtra 
in ] 974 and on which expenditure of Rs. 8.73 
lakhs was incurred has not brought about satis-
factory results in Bombay. The Committee 
would like the Ministry ICorporation to go criti-
cally into the causes for the poor results !n 
Maharashtra with a view to drawing lessons for 
future. 

.,. " . 

The Committee are informed that Govern-
ment propose to take up the matter of. resettlp.. 
ment of city kept cattle with the State Govern-
ments with a view to ensure early implementa-
tion of this Action Item. The Committee would 
like to 'be informed of the developments in the 
'matter . 

The :Committee WOUld> like the Ministry to 
PUl'sttade the State Govtttilments to see that the 
other phases of the projeet are completed in 
time 80 that action on. this item is not un6u1y 
de\$yed. The Commit~ need hardly point out 
that th~ removal of city. kept cattle to rural 
ar.eas.before ensuring adequate supplies of milk 
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through organised dairies to meet the demands 
of the cities may well create (avoidable) diffi-
culties for the common man. There appears t. 
be no reason why such a position should be al-
lowed to come to pass. They have no doubt that 
as the organised dairies secure commanding 
share of the milk markets in the four cities, the 
traditional milk traders· who depend on the city 
kept cattle will automatically feel the economic 
pressure and this will hasten the end of the prac-
tice of city cattle keeping. The Committee would 
like the Corporation/ Ministry to keep the posi-
tion under watch in thel four cities and ensure 
that the city administrations initiate necessary 
action in this regard at the appropriate time. 

ltacreasing milk production by protJision of technical inputs-

42 3.175 

ActiOn Item No.7. 

The Committee note that as against a total 
allocation of Rs. 2691 lalthsr against the Action 
Item No.7. the expenditure has been of the order 
of Rs. 502 lakhs only. The Ministry have ad-
mittted that the progress on this item has been 
slow. The Committee are informed that a total 
of 14 lakhs breedable mUch cows and 7 lakll 
buffaloes, are to be covered under the milk pro-
duction enhancement proaramme, and out of this 
approximately 5,00,080 animals have been COYer-
ed so far and further PIOJreSS depends on the 
speed at which cooperative unions can be estab:-
lished and developed. As recomJnelDded in pad 
3.116 of this report, they would reiterate that 
the Ministry ICorporatiOft should take concertecl 
measures to take up the matter with the State 
GoveMments to a~ the organisation of 
cooperative unions in the States in order to gi-
a ftDup to tt.is prograhae. 
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The Committee feel that the identification 
and coverage of animals under the milk produc-
tion enhan~ement programme have to be speed-
ed up to enable the organised dairies to capture 
commanding share of the milk markets in the 
cities. They recommend that the Corporation 
should draw up a time-bound programme 1:0 
identify and cover the remaining 16 lakh animals 
under the milk production enhancement pro-
gramme, take concerted measures in collabora-
tion with the State agencies and ensure comple-
tion of the programme during the extended 
period of the project "Operation Flood". The 
Committee stress that the Ministry should ex-
pedite the matter and ensure that the work ~f 
development of semen freezing stations in diffe-
rent parts of the country is completed before the· 
imported cattle arrive. 

The Committee are informed that, from the· 
experience at Anand and Mehsana, the cost of 
cattle feed and other inputs provided through the 

. cooperative uhlons" is much lower than those of 
inputs of the sathe quality handled through pri-
vate sector. The Committee recommend that in 
the light of experience of Anand, Mehsana etc. 
an appropriate pattern for production and distri-
bution of cattle feed and other inputs at econo-
mic cost to the members of the cooperatives 
should be evolved and implemented. The Com-
mi ~ee are informed that milk production can be 
increased to the extent of approximately 50 per 
cent by feeding balanced ration even to poor 
grade indigenous rural cows and in the case of 
cross-breed cows. the role of cattle feed is still 
more important. In view of this, the Committee 
cannot over-emphasize the importance of com-
missioning all the Qroposed cattle feed plants ex-
peditiously. They would stress that the Corpo-
ration should take up this matter with the state 
agencies at the highest level, help them formu-
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late proposals where these have not yet been 
formulated, and take alI possible measures 
to speed up the construction and commissioning 
of the cattle feed plants according to a time-
bound programme so that balanced feed is avail-
able to the ~ttle and production of milk is en-" 
hanced. 

Dewlopment of Im~ed milk animals-

Action rtem No.8 

3.190 

3.191 
and 

3.192 

The Committee note that 86 part of its plan 
for development of improved milch animals 
(Action Item· No.8), me established 12 Bull 
Mother Farms during 1973 in the participating 
States. 

The Committee W'Ould like the Corporation 
to analyse the reasons as to why the Farms in 
Andhra Pradesh and Bihar have not attained 
viability and take suitable remedial measures in 
consultation ~th the State agencies to help 
them become viable at the earliest. They would 
like the Corporation to keep a watch on the 
working of other farms lnd also take timely 
measures to ensure their economic and efficient 
working. 

The Committee note that the number of the 
imported animals at the Farms in Lucknow, 
Patna, West Bengal, Hyderabad and Anand has 
declined and this is stated to be inter ali!). due 
to premature mortality arising on account of 
food and mouth disease and Theileriasis so far 
42 animals are reported to have died on this ac-
count in all the States. Th~ are distressed to 
learn that though Theileriasis is a problem for 
exotic breeds, ;,.~ vaccine against this disease is 
available in India. The Committee would like 
the Corporation/Ministry to urgently get in touch 
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with the countries from where the animals are 
being imported to obtain expert opinion about 
the prophylactic and remedial measures against 
Theileriasis and take all possible steps to have 
aciequate stock of the medicine in order to save 
the imported a.ni.Ip.a-Is fro~ this disease. The Com-
mittee also suggest that the Ministry should exa-
mine the feasibility of manufacturing this impor-
tant drug within the country instead of having 
to iinport it every time. The Committee' would 
also like the Corporation to analyse each case of 
premature deatl\ 9f imported animal to make sure 
that such mortality is not due to any negHgence 
on the part of the management concerned and 
initiate effective remedial measures where requi-
red. 

The Committee note that IDC proposes to 
import 200 cows of Jersey IFriesian breed with 
assistance from the Danish International Deve-
lopment Agency (DANIDA) which has since 
agreed to provide about 80--85 heifers for the 
Bull Mother Farms at Ooty, Coonoor, Hyderabad 
and Bassi and that Government are negotiatinJ! 
with DANIDA the final arrangements for supply 
of 85 heifers. The Committee are informed that 
the need for obtaining heifers/cows from abroad 
will be redUced as more and more heifers will 
be raised in the farms. The Committee would 
like self-reliance w_ be develpped in this impor-
tant field at the evliest. 

Action Item No. 10 

'3.203 The Committee note that the National Dairy 
Development Board (NDDB) has conducted 
"demand" studies in Delhi, Bombay and Madras 
and "supply" studies in the States (excluding 
West Bengal) wherein lie the cities hinterland 
milk sheds. The reports for Calcutta and West 

------.------------------------------------------------
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Bengal are under ftnalisation. The Committee 
suggest that these "demand" and "supply" studies 
may be updated from time to time so as to facili~ 
tate action to balance the demand with supplies. 

3.204 The Committee are informed that facilities 

• I 
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have~n created at the NDDB for u-aining 
personnel at all levels sent from the participating 
States and a training centre has been established 
to develop technical manpower in the field of 
artificial insemination. They would like the 
Corporation\NDDB to draw up a perspective plan 
of the manpower requirements and arrange the 
training programmes in such a way that adequate 
number of trained personnel of all categories 
become available to man the expanding activities 
at the appropriate time.' There should be a 
close liaison with the State authorities and dairies 
in the field so as to ensure that the curriculam 
and contents of the training programme subserve 
the objective. 

The Committee suggest that the Corporation I 
NDDB should devel<J9 the Management Informa-
tion System on scientific lines on varioUs aspects 
of working of the projects under Operation Flood 
not only to monitor the activities in the interest 
of efficient wo:king of the dairy plants but also 
,to feed the producers and feeder /balancing 
dairies with all the relevant information to 
enable, ........ to organise their operations econo-
Jni ently and thus achieve the social 
obJ project. The IDCINDDB may 
help devise a system of meaningful reporting 
from the ~t level to management which would 
enable ~~. lalter to keep a contemporaneous 
~ .. the functioning of the Unit and take 
timely remedial measures in the interest of 
improving efficiency and effecting economies, 

UNICEF 
The Committee note that under the agreement 

with UNICEF, Government have sanctioned 
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"Special Nutrition Programme" under which 
double toned milk is distributed to pre-school 
children at 8 ozs. per day per child free of 
charge. The scheme has so far been introduced 
in Bombay, Calcutta, Delhi, Madras, Ahmedabad, 
Baroda and Surat' in which over Ii lakh children 
are given milk under the programme. The 
Committee are not happy at the slow progress of 
the programme which has so far been introduced 
only in 7 cities whereas it was contemplated to 
be introduced in 20 cities. They would like the 
Government to identify other places for being 
brought under this programme and extend this 
programme to those places expeditiously. They 
feel that the Government need not confine this 
programme only to the big cities as has been 
done so far. 

According to the Ministry, the extension of 
this programme and to place it on a permanent 
footing would depend largely on the extent to 
which financial resources can be found by the 
State Governments to meet the difference bet-
ween the cost of production and the sale price of 
double toned milk. The matter is stated to be 
under consideration. The Committee feel that 
having started th.i$ programme of supplying milk 
to vulnerable. groups free of charge it will be 
disappointing if it is curtailed or terminated on 
the ground ot lack of resources. They would 
·stress that Government should, in consultation 
with the States, make all out efforts to find ways 
and means of not only continUing this whole-
-some programme but also extending it to other 
areas in the interest of really needy and deserv-
ing members of vulnerable sections of society. 

The Committee would also like Government 
10 ensure that any use of milk in social welfare 
scheme should be such as not to result in a loss 
-to the milk plants. 
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Ntlltional Milk Grid 
The Committee note that IDC has taken a 

number of steps to initiate a National Milk Grid 
Scheme consisting of four regional grids to 
remove regional imbalances and to eliminate the 
country's dependence on imports for keeping up 
supply of fluid milk in cities. 

The Committee feel that the National Milk 
Grid Scheme will, if properly implemented, be 
in the overall interest of the country as a whole 
and will help the producers in surplus areas to-
tlnd markets for their surplus milk and remove 
'SCarcity of milk in the deficit areas. The Com-
mittee need hardly point out that if the tempo. 
of development and production of milk in sur-
plus areaS is to be sustained it is imperative that 
the suppiy of milk from surplus to deficit areas: 
should be maintained on an aSsur4kl basis. & 
pointed out by the Inter-Agency Evaluation 
l\Oasion the regional grids will need least-cost 
inter-conneetiobS to help enJUre balanced sUp-
plies at equitable priceS throughout the National 
Grid. The Committee stress that the network 
of storage and tr.QiBpOrtation facilities should ~ 
operated at moSt economic costs, so as to-
minimise the overhead expenditure. 

The Committee would like the Corporation I 
Government to evaluate the experience of the 
regional milk grid operating in Gujarat and draw 
up guidelines in the light of this experience for-
the extension of the grid to national level. 

The Committee feel that it will be necessary 
to have one Central authority (which can be 
!DC) which can be made responsible for deve-
loping and ensuring efficient functiOning of the 
National Milk Grid. They also feel that the admi-
nistrative Ministry would have to take interest in 
the implementation of the sclteme and give pur-
posive lead to resolve the problems of coordina-
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tion with the state authorities and also with the· 
Central authorities conce:ned with the move-
ment of milk by rail. The Committee recom-
mend that before implementing the scheme the 
proposed Central authority and the administra-
tive Ministry should, in consultation with the 
States concerned, make arrangements for' gather-
ing market intelligence in deficit regions ;regard-
ing the quantity, quality and price of milk and 
milk products required there and feeding it 
back to the surplus regions so that the surplus 
regions can plan out their production and pricing 
strategy to suit the needs of consumption in 
deficit regions. Keeping the overall position of 
demand and supply, the Central authority should 
work out the techno-economics of the movement 
of rail and road tankers so as to ensure the 
quickest transportation of milk at most economic-
cost. It should organise its operations in such a 
way that the scheme is on the whole economi-
cally viable and achieves the object of ensuring 
balanced supplies oftnilk, at equitable prices 
both to the proc:lucers and consumer. throughout. 
the National Milk Grid. 

The Committee note that standardisation of 
plants for dairieS wouid facilitate the setting up 
of National-regional milk grid and also cut down 
costs on maintenance of the dairies and faCilitate 
inventory control. The Committee would like 
Indian Dairy Corporation to takes lead in this 
behalf so· that the new dairy units which come 
up in the country conform to the prescribed 
standards right from the inception. 

Future Plans 
The Committee note that .according to the 

draft Fifth Five Yeax Plan document, there is a 
significant gap between the installed capacity of 
the existing milk plants and their utilisation 
levels even in the flush season. The gap it is 
stated, was due partly to milk sheds of the 
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plants not being well defined. with the result 
that private milk product manufacturers drew 
substantial quantities of milk from the common 
areas of milk availability by payment of higher 
prices both in the flush and lean season at the 
expense of city milk plants. 

The Committee need hardly stress that the 
Government should keep foremost in view the 
interests of producers and consumers of milk in 
natural fonn while considering applications 
from the private sector for manufacture of milk 
based products. The Committee feel that if the 
farmers' cooperatives are set up and their link~ 
age with feeder/balancing dairies is established 
under the "Operation Flood" expeditiously and 
the producers start getting remunerative prices 
and other benefits under the project, the difficul~ 
ties experienced by the city milk plants in attrac-
ting adequate supplies of milk would disappear 
to a considerable extent. 

Fifth P14n Proposals 
6.18 The Committee are informed that the Plan-
6.19 ning CommiS'Sion has fixed a ceiling of Rs. 115 

& crores for milk marketing and dairy development 
6.20 projects to be undertaken by me during the 

Fifth Five Year Plan, of which Rs. 45 crores are 
for new schemes and Rs. 70 crores for meeting 
expenditure on the first round of ''Operation 
Flood". No funds are reported to have been 
sanctioned for the new schemes during 1974-75 
and 1971)..76. 

The Committee would urge that Government 
should arrange for timely release of Plan funds 
for the dairy development programmes so that 
the momentum which these programmes have 
gained under the ''Operation Flood" is not 
retarded or lost and the gains of the projects 
already initiated are not only consolidated but 
also extended to hitherto uncovered. regions in 
the country. The Committee expect that the 
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Union Government will persuade the State Gov-
ernments to render all assistance to the Corpora .. 
tion in implementing its projects so that the 
objectives of the project could be realised at the 
earliest. 

The Committee stress that the Government I 
Corporation should keep a close watch to see 
that the benefits of the scheme reach the small 
and marginal farmer and make for his active 
and willing participation in the task of economic 
betterment of the economically weaker sections 
of the society. 

The Committee would like the Corporation I 
Government to consider the feasibility of extend-
ing the concept of Mother Dairies with the neces-
sary infrastructure to other large cities in due 
course so that the gains of "White revolution" 
are spread to the people living in large cities all 
over the country. 

Quality Control 

The Committee note that during the first your 
(1970-71) out of the 9300 MT of SMP and 3100 
MT of BO despatched by WFP, the Corporation 
could accept only 6275 MT of SMP and 2292 MT 
of BO and the balance (32% of SMP and 26% 
of BO) was rejected on grounds of unsatisfactory 
quality and packaging. Similarly during 1971-72 
out of 9890 MT SMP received, 10% of SMP had 
to be rejected. The matter was taken up with 
the WFP authorities and the supplies received 
subsequently were more satisfactory. The Com-
mittee'Stress that the Corporation should continue 
·to exercise utmost vigil on the quality of SMP 
and BO received under the WFP programme etc. 
and should l'lOt compromise on standards in any 
manner. 

The Committee are surprised to note that even 
though IDC exercises check on quality of WFP 
commodities supplied to the city dairies for re-

------------------
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combination, there have been some complaints 
about the quality of these commodities issued to 
Milk Schemes importance of conducting thorough 

, tests to check the quality of SMP and BO not 
only at the time of receipt of supplies from 
nbroad but al'.:;o before issue to Milk Schemes and 
the allottees. They would like the Corporation 
to review the present mechanism and proced1p'es 
laid down for testing the quality of these c~m­
modities, take all precautions to aVoid any deter-
ioration in quality during storage and ensure by 
all possible means that only such commodities 
as sati..,fy the prescribed standards of quality are 
released for human consumption. 

The Committee would also like that the-
quality control cells in aU the dairies and plants 
set up under the "OperatiQll Flood" should be-
independent of Production Department and 
answerable directly to the top management BO-
that high standards of quality could be main-
tained. 

The Committee are informed that it was pos-
sible tbt the milk po~der got deteriorated at 
the State level iri theit dahies for want of proper 
storing arrangemen1s. They are also informed 
that if the recombination of SMP and BO is not 
done properly, then also the quality sufters. The-
Committee - recommend that the Corporation 
should lay down guidelines for proper storage 
and proper recombination of SMP and BO by the 
Mother Dairies and ensure by close follow up 
action that the guidelines are followed by the-
dairies. 

The Committee were informed during evi-
dence of IDC that some quantity of rejected SMP 
and BO got passed on to certain other state 
dairies even after the Corporation had written 
to the Government that the rejected stuff should 
not be allowed as food to hUman beings once the 
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Corporation mid .already rejected it. The Com-
mittee recommend that this matter may be 
investigated by the Government with a view to 
fixing responsibility and ensuring that such a 
lapse would not recur. The Committee should 
be informed of the outcome of the investigation. 

The Committee are informed that out of the 
commodities accepted by the Corporation for 
project use, 566 tonnes of SMP and 155 tonnes 
of BO were subsequently found unsuitable for 
recombination into liquid milk. The Committee-
are not sure whether the quality tests conducted 
at the time of their receipt from abroad were 
thorough. 

The Committee find that both the Corporation. 
and the WFP authorities, considered certain 
quantities of "damaged commodities" suitable-
for human consumption and disposed them for-
use by human beings. They cannot over-· 
emphasise the importance of conducting a fool-
proof check on such "damaged commodities",_ 
before desposing them of for human consumption. 
The Committee wO\lld l~~ the Government to-
lay down witable standards in this regard and 
take pdmtive steps to ensure that only such SMP 
and BO is released for human consumption as is 
absolutely safe and will have no adverse effect. 
on the health of the people. 

The Committee are also informed that the 
SMP and BO which were not considered SUitable 
for human consumption, were disposed of by 
WFP authorities and the Corporation for manu-
facture of caseine and animal feed etc. They 
feel that the possibility of such stuff being 
subsequently diverted for hUman consumption 
by unscrupulous elements cannot be completely 
ruled out. The Committee recommend that 
either the Government Corporation should take 
measures to see that the stuff which is not con-



- ,.(1) 

1i4 

• 

(2) 

S.15 
& 

8.16 

(3) 

sidered suitable for human consumption is used 
solely for the manufacture of c~ and anima) 
feed under the direct supervision of Governmentl 
Corporation ~uthorities or that there should be 
butlt in safeguards in the procedure for the dis-
posal of 'Such -stuff in such a manner that it can 
under no circumstances get diverted to human 
consumption. The Committee need hardly point 
out that a mere certificate from the buyer of 
such a stuff that he will not use it for human 
consumption is not adequate and should not 
CTe9te any complacency in the Ministry or Cor-
poration in this :regard. 

ImpOTts of SMP & BO 

The Committee note that Indian Dairy Cor-
poration has been designated by the Government 
as c&nalisation agent for import and distribution 
of skim milk powder on a commercial basis. The 
Corporation has stated that the existing proce-
dure to import SMP results in delay and diffusion 
of responsibility and authority and if the Cor-
poration has to function properly and effectively 
as the canalisation agency, such matters as pur-
chase of SMP and its distribution should be left 
to the IDC to be worked out on the basis of the 
broad guidelines issued by the Government. 

S.17 The Committee are glad to note that there 
& will be no commercial import of SMP during 

JUS 1975-76, due to improvement in milk supply posi-
tion and availability of indigenously produced 
SMP. The Committee have no doIllbt that, as 
stated by the Corporation, as more and more 
feeder balancing dairies are commissioned., it 
should be possible to convert seasonal surpluses 
of milk into SMP and butter to meet the shortfall 
during the lean seasons and this should reduce 
-the need for import of SMP. The Committee 
needhardly stress the need to achieve self-suffi-
dency in this sphere and urge that the Corpora-
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tion/Government should accelerate the progress. 
of various works under the project "Operation 
Flood" so as to achieve this objective at the eRr-
liest. 

As already recommended in the Committee 
reiterate that Government should evaluate the 
perfonnance of the Corporation as canalising 
agency to ensure that these activities are canied 
out economically and efficiently and Government! . 
Corporation should also ensure that imports, if 
at any time absolutely necessary to tide over a 
difficult situation, are kept to the barest mini-
mum. The Committee would like the Corpora-
tion/Government to explore the possibility of 
diverting the accumulated stocks, if any,.of dona-
ted commodities received under "Operation 
Flood", to public use before going in for commer-
cial imports. 

The Committee were informed that after 
canalising of the import of SMP was given to 
the CorporatiJon, certain factories in Karnataka 
in small scale sector were round to have received 
import licences even though they were not en-
gaged in the manufacture of baby food. They 
were infonned that the Corporation had written 
to the Government and demanded a CBI enquiry 
into the matter. The Committee would like to 
be informed whether the matter has since been 
examinpd bv Govt. and the investigation entrus-
ted to the CBll as demanded by the Corporation, 
and, if so, with what results. The Committee are 
constrained to conclude from the above that 
import licences were given to the applicants 
without checking their standing or performance 
in the field of manufacture of baby and malted 
milk foods. They would like the Government 
to tighten the procedure far issue of import licenc-
es so as to ensure that licen"es are issued only 
after satisfying that the units are actually engag-
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eel in manufacture of baby foods etc. and after 
verification of their capacity production program_ 
me and the need. 

Pricing Policy RemufteTative Policy 

9.15 The Committee are given to understand that 
& elimination of middlemen has helped the actual 

9.16 milk producers to receive remunerative prices. 
The Ministry have stated that the consumer 
price can be kept low by keeping the processing 
and handling cost at the nlinimum and by quick 
and cheap means of transPort from milk sheds 
to city plants ~d cutting down distribution costs. 
The Committee are infonned that: some steps 
are being taken in that direction. The Commit-
tee would like to be informed of the position and 
steps taken for bringing down the consumer price. 

The Committee also urge that the Corpora-
tion/Government should not relax their vigil to 
safeguard the interests of producers and protect 
them from being exploited at the hands of mid-
dlemen even during the flush season. 

9.17 The representative of the Ministry of Agricul-
& ture stated during evidence that it is our endeaT-

SU8 our to see that we stop subsidising of milk in the 
metropolitan cities and to utilise the resources 
available for the purpose of upgrading the milk 
animals and see that milk production is thereby 
increa"'ed so that the cost might generally come 
down because of plentiful supply of milk. This 
will also help in bringing down the cost to the 
weaker sections. The Committee agree with the 
representative of the Ministry that public funds 
should be utilised primarily for the purpose of 
increasing the milk yield. Without g(>ing into 
the merits of questions for grant of subsidy to 
DMS, the Committee would like Government to, 
take suitable measures to place DMS on sound 
footing. 
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The Committee would also like that Govern-
ment should !ake concerted measures to see that 
production and proeurement of milk is stepped 
up so that availabilitf. of milk may increase and 
prices become mOre cOmpetitive and within reach 
of common man. 

Marketing 

The Committee feel that there is an impera-
tive need for market research to be conducted 
at all India level in regard to the ext'ent and 
nature of demand of milk and milk products in 
the . trarious regions during different periods of 
the ~at' ascertain the prices prevailing in these 
&teas' aknd feed back t~ information to the pro-
duction centres so that the producers can adjust 
their Operations to suit the needs of consumption 
cehtres. They would like the Corporation to 
draw out a perspective plan fOr the conversion 
of surplus milk in flush season into SMP and BO 
for use in lean seasons in the deficit regions so 
as to place the dairy industry in surplus regions 
on a stable footing. The Committee would like 
Government to persuade the State Governments 
to assist in the oompletion of modern dairies ac-
cording to plan of operation of "Operation Flood" 
to enable public sector obtain a, commanding 
share of milk market. 

Pricing of SMP & BO 

The C:)mmittee note that the prices of SMP 
and BO were, on the Corporation's suggestion, 
raised to Rs. 6500 MT for SMP and Rs. 10,000 
MT for BO from JanU!~ry, 1974. The Committee 
are infurmed that a second proposal of the Cor-
poration in May. 1974 to further increase t'he 
prices was examined by the Ministry from all 
angles and it has been decided not to accept it. 
They need hardly stress that while fixing the 
transfer value of SMP & BO received under the 
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project the Ministry should be guided by the aim 
undedying the "Operation Flood" of ensuring 
development and growth of dairy industry in 
India so as to attain self-reliance and should also 
keep in mind the twin objective of giving re-
munerative price of milk to producers and keep-
ing the sale price of milk within the reach of 
common man. 

The Committee find that funds are disbursed 
to the States for different "Action Items" on the 
basis of project estimates, scrutinised by the 
NDDB and approved by the Board. The Com-
mittee would like that a system be introduced 
by which the implementing States may be re-
quired to submit monthly/quarterly reports of 
utilisation of funds along with the reports of 
work done on prescribed. dates so that the Car-
poration may be in a position to ensure utilisa-
tion of funds for the purposes for which they 
were given. The Committee would also like 
Government t:> advise the States of the necessity 
of sending such periodical returns at prescribed 
periodical inteI'Vals and in prescribed proformae 
so that a review 'Of the performance both financial 
and physical can be made on a uniform basis. 

The Cl()mmittee find that the Corporation is 
already initiating action ·to introduce "perfor-
mance audit"' of the implementing agencies with 
regard to utilisation of funds disbursed under the 
operation flood and the IDe teams are visiting 
Gujarat, Tamil Nadu, Maharashtra, for the pur-
pose. 

The Comm~ttee would like to know the signi-
ficant points which are brought to notiCe as a re-
sult of the performance audit and the fonow-up 
action taken thereon. 
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The Committee have elsewhere in the Report 
given their observations on the information sys-
tem which is being built up by the I.D.C. They 
have no doubt that the information ~ystem de-
vised would be such as to take care of the true 
state of finance of the unit in order to aid the 
management with factual information for the 
best deployment of financial resources to achieve 
the objective. 

Internal Audit Cells may also be established 
in the large field units and in the Corporation, so 
that these can bring to notice any serious irre-
gularities requiring immediate rEfllledial action 
and thus help in effecting savings by cutting out 
waste and infructuous expenditure. The Commit-

I tee would like to be informed of the concrete 
measures taken by the Corporation in this behalf. 

The Committee note that the NDDB is techni-
cal consultant to the IDC and inter alia, offers 
te ::hnical advice on all the projects included' in 
"O?eration Flood". The Committee are informed 
that for ensuring a close and meaningful rela-
tionship, the IDC and NDDB have a common 
Chairman and some common members on the 
Board of Directors/Executive Committee. The 
Ministry have stated that the question of merger 
of the two organisations has not been considered 
by the Government so far. The Committee agree 
with the IDC that "in the long run it would be 
beneficial to bring about merger of the two 
organisations so that the NDDB can become the 
research and development wing of the merged 
organisation. The merger should be in such a 
way that activities of NDDB do not get inhibited 
due to procedural difficulties." 

The Commit1ee would like the Ministry to 
review the composition of the Board of Directors 
or the Corporation in consultation with the IDC 
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and determine whether and if so, hew it should 
be strengthened and broad-based with a view to 
ensure accelerated imPlementation of the Project 

. "Operation Flood" and other projects which are 
proposed to be assignee to the Corporation during 
the Fifth Five Year Plan. They need hardly 
stress that the Board should be a compact and 
balanced body of small size so as to be able to 
function effe::tively a.nd efficiently like a team. 

The Committee also recommend that the IDC 
should continue to keep close liaison with ICAR 
and also with Natbonal Dairy Research Institutes 
in the larger interest of integrated development 
of the dairy industry and animal husbandry in 
the country. 

CMGIPMRND-LS 11-2816 LS-7-4-'16··1SOO. • 
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