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I N ~ B r n O Z J  

I, the Chairman of the Public Akcounts ~ o m t l i b ,  tls~a11016dhd 
by the Committee, do present an their behalf this Eighteenth Repart 
on the Action Taken by Government on this recommerr~10ns of 
the Public Accounts Committee contained in their Hundred "'W 
Third Report (Fourth Lok Sabha) relating to -Mdcal Stares 
~ e p o t s  (MWstry of Health, Family Planning Works, Housing and 
Urban Development-Department of Health). 

2. On the 8th July, 1971, an "Action Taken" Sub-Committee was 
appointed to scrutinise the replies rece~ved from ChWem~ment in 
pursuance of the recommendations made by the Cdmmfteee ih 'their 
earlier Reports. The Sub-Committee was constftuted with %be 
following Members: 

1. SM B. S. Murthy 1 Convener 
2. Shri Bhagwat Jha Azad 
3. Shri Ram Sahai Pandey 
4. Shri C. C. Desai 1 Members 
5. Shri Thillai Villalan I 
6. Shri Shyama La1 Yadav 

3. The Action Notes furnished by the Government were con- 
sidered by the Actiw Taken Subcommittee of the Public Accounts 
Committee (1970-71) at their sitting held on the 17th November, 
1970. Consequent on the dissolution of the Lok Sabha on the 27th 
December, 1970, the Public Accounts Committee ceased to exist 
from that date. The Action Taken Sub-committee of the Public 
Accounts Committee (197 1-72) considered and adopted this Report 
a t  their sitting held on the 4th August, 1971 based on the suggestions 
of the sub-committee of PAC (1970-71). The Report was finally 
adopted by the Public Accounts Committee on the Btst August, 
1971. 

4. For faciUty of reference the main conclusionlm-ammenda- 
tiom of the Committee have been printed in thick type in the body 
of the Report. A staternat  showing the summary of the main re- 
commendationr~obre~~ntions of the Committee is appended to the 
RepOa (Awn*). 



5. The Committee place on record their appreciation of the com- 
mendable work done by the Convener and the Members of the 
Action Taken Subcommittee (1070-71) in d d e r i n g  the 'Action 
Taken notes and offering suggestions for this Report which could 
not be flnallsed by them because of the sudden dissolution of the 
Fourth Lok Sabha. 

6. The Committee place on record their appreciation of the 
assistance rendered to them in this matter by the Comptmller & 
Auditor General of India. 

ERA SEZHIYAN, 
Chairman, 

Public Accounts Committee. 



REPORT 

1.1. This Report deals with action talten by Governm8rt on the 
sffommendations contained in the Hundred and Third Report of the 
Public Accounts Committee (Fourth Lok Sabha) on Audit ReporL 
(Civil), 1969 relating to Medical Stores Depots (Ministry of Health, 
Pamily Planning, Works, Housing and Urban DevelopmentDepart- 
ment of Health), which was presented to the House on 24th March, 
1970. 

1.2. Replies to all the 13 recommendations contained in the Re- 
port have been received from Government. 

1.3. The Action Taken NoteslStatements on the recommendationsl 
observations of the Committee contained in the Report have been 
categorised under the following heads:- 

(i) Recommendationsjobservations that have been accepted by 
Government. 
S.Nos. 1 ,2 ,3 ,4 ,7 ,8 ,9 ,  10and 11. 

(ii) Recornrnendations'observations which the Committee do 
not desire to pursue in view of the replies of Government. 
Nil. 

(iii) Recommendations~observations replies to which have not 
been accepted by the Committee and which require rei- 
teration. 
S. Nos. 6, 12 m d  13. 

(iv) Recommendations~observations in respect of which Gov- 
ernment have furnished interim replies. 
S. No. 5. 

1.4. Tbe Committee hope tbat final repiy in regard to the recorn- 
~rwa&tion/obsvvation to which interim reply has been furnished 
rf l l  be submitted to them espedithwrly after getting it vetted by 
AadOt. 

1.5. The Committee will now deal with action taken by Govern- 
ment on some of the recommendetions~bservaHons. 
b n d a l  Rasults of the Working of Medical Stores Depots-Para- 
graphs 1.13, 1.60, 1.61 (S. Nos. 2, 12 and 13). 



1.6. In paragraphs 1.13, 1.60 and 1.61 of their 103rd Report, the 
Public Accounts Committee had made the following observatfam 
regarding the working of the UIi81calStores Depots and the question 
af their continuance: 

"1.13. Analysis of the working of the Depots managed by ths 
Organisation suggests that the bepots at Widras and Cab 
cutta were primax'ily responsible for the set bark. Tbe 
'fallowing factors in particular contributed to the deterio- 
rating dnmces of the Organisation:- 

(i) The mounting cost of establishment, particularly Bt W- 
cutta and Madras Government have themselves admitted 
that "there may be room for reviewing this expendikua 
at Calcutta", considering the turnover of the De@t As 
regards the Depot at Madras, Government have not 
found it "possible to account for the higher salary W; 
the fact that labour 4n the factory attached to the dspbt 
was utilised to the exteat of only 72 per cent in 1@6746 
and 47 per cent in 196849 indicates that the establish- 
ment in the depot is substantially undersmployed. 

(ii) The issue of medicines and other items at l?m thg, ood 
price-This would appear to be due to the present syk. 
tern of quarterly revision of issue prices which inter- 
poses as "time-lag of two to five months" in giving 
effect to increase in rates caused by rise in prices of 
items procured by the bepots. How substantially thb 
affects the working results of the Depots would be evl- 
dent from the fact that the Madras Depot sust&ncd a 
loss of Rs. 4.05 l a b s  on this account during 198188 

(iii) Uneconomic manufactum-The two phannaceutid 
factories attached to the Depots at Bombay and Matit&* 
are manufacturing 250 i t e m  like tinctures, tablets, oh& 
ments and bandages which are ordinarily available ia 
market. Thefr cost compares unfavourably wlth martet 
prices in certain cases. The Depots have abortage af 
technical staff but excess of factory labour." 

9.60. The Medical Stores Organhation was ~1 up aa a am- 
trsllbed supply agency to horpitalr, dlspenaarieo etc. 05 R 
thne when otbu wwureo of supply had not d.vtlopcd .QY 
quately. The pherrnaccutical Wwskty in the country hm 
ehce dev~loped to a great extent, with Cove- 



~dn&sobPlrlngs ISSre Indim Dmgs sad PhlTlPRPceuticals Ltd. 
abalmtrring the hid .  OMlC the ytans, UPe Sardency hru 
also been b mtrta8t the work of proru-ent to bulk pro- 
curing agencies like Director General, Supplies m d  Dis- 
posals, aer experfence has indicated that such bulk purcha- 
se is generally more eccwomical. The data furnished tcr 
the Committee which is reproduced at pages 21-23 of this 
report would also show that hospitals are becoming less 
and ,iess dependent on Medical 5itares Depots as a supply- 
Ing agency and that the Depots themselves have at best 
been able to meet 50 per cent-60 per cent of the demands 
raised on them by the indentom. There are no doubt a 
number of small indentors in the States in whose case it 
might mot be possible to resort te bulk p r m e n t  
against rate and running contracts concluded by the 
Director General, Supplies and Disposals, but this has to 
be weighed against the fact that 'tbe States have become 
a little more autonomous and many, of them want to 
make their own purchases'." 

"1.61. The Committee note that Government themaelves are 
cognisant of all these factors which have a b b i n g  on tbe 
future d the Central Medical Stores Depots and are con- 
sidering "the whole question of the future of the Depot 
and the form in which it should continue, if at all it has 
to be continued." The Committee would like Government 
to comp1et.e examination of this question speedily and 
come to a quick decision." 

1.7. In their reply dated 17-2-1971 the Department nf Health have 
stated as follows: 

"(i) (a) The S. I. Unit of the Ministry of Knance shall be 
a undertaking a workstudy of the Medical Stores Depots 

very shortly and in the light of their recommendations the 
s t d  composition will be refixed. 

(b) The AdmidstraNve Staff College, Hydwabsd has beem 
*nuked to cxamfnc the working of the Dopots with a view 
to introduce modem practices of inventory contml, Anan- 
dal acmuntfng and 0 t h  adminfsttdtive reforbns, 



to achieve greater productivity and to study the range of. 
products which could be taken up for manufacture consis- 
tent with modern trends in medical practice. 

(ii) The P.A.C. has itself commented upon in para 1.13 (ii) ot 
the report. The question of evolving an equitable formula 
for the fixation of rates is receiving the attention of this 
Department in consultation with the Depots. In the 
meantime, interim instructions have been issued to 
the Depots that whenever an. article is purchased at 
a higher rate, h u e  price should be forthwith raised to 
avoid such losses. 

(iii) The shortage of technical staff i.e. analytical chemists is 
being made good by recruiting extra posts commensu- 
rance with the analytical, work load, for which the sanc- 
tion has already been issued. Simultaneously instructions 
have been issued not to fill vacancies which arise in labour 
category on the Factory side." 

m e  question of continuance or otherwise of the Medical Store 
Depots has been thoroughly considered by this Depart- 
ment and we are firmly of the view thbt the Depots have 
a defhite place in the National set up and must continue. 
Their utility is unquestionable particularly as far as the 
implementation of National Health Programmes and the 
Civil Defence activities are concerned. Some of the Union 
Territories and newly created States in the eastern sector 
situated in the vulnerable areas have no source of supply 
close at hand. Also for 16,000 odd clients of the M. S. 
Organisation of which 96 per cent are small hospitals1 
dispensaries. dotted all over the country in far flung areas, 
the Depots provide the most ideal place for buying their 
requfrements as the benefit of the bulk buylng is passed 
on to these Institutions and quality control is assured, 
Two comparative studies, one carried out in 1983 and the 
other very recently of tbe cost of medicines which a small 
indentor had to pay in the State of MahPrsshtm when 
buying from multiple sources and the pticcs charged by 
the M. S. Depot revealed that only in a few odd coses the 
prices char@ by the MS. Deport were h-. On the 
whole 1968 study showed that the cart of drawd from 
M. S. Depot as agatnrt the Mahararhtra &oot, aantmcto 
was 72.2: 100 for a unit pack of each item; the rort cctuolfy 



charged on some indenta picked up at random from M, S 
Depot and compared as against the Maharashtra rate 
contra& remaled a ratio of 642:IOO. The recent shady 
shows these figures to be 78.1:100 and 68.1:100 respectively. 
This Department fully realises that the wor- of the 
Depots haa to be btreamlitzed to render efiicient service 
to the client and to supply his requirements at economkal 
prices. Accordingly, the question of setting up of a High- 
powered Board to bring about necessary improvements in 
the existing organisational set up of the Depots is under 
active consideration of the Government. Also range of 
items to be stocked by Medical Store Depots is being re- 
examined in consultation with the State Governments in 
order to ensure that the demand of a common indentor 
are met to the extent of 90 to 100 per cent." 

'The question of continuance or otherside of the Medical Store 
Depots has been critically examined and decision taken at 
the Minister's level to continue the Orgadsation. Steps 
have been taken to streamline the w a r b g  of the Medical 
Stores Organisation by constituting a High Powered Mana- 
gerial Board in the Ministry headed by the Minister of 
State. The Board will provide overall guidelines on all 
important matters of policy, procedure and speedy clear- 
ance of all proposals. The Administrative Staff College, 
Hyderabad has been asked to carry out preliminary survey 
with a view to introduce modern practices of inventory 
control, financial accounting and other administrative re- 
forms. Similarly the assistance of NIDC and WHO bas 
been sought with a view to modernize the existing factories 
in order to achieve greater productivity and to study the 
range of products which could be taken up for manufac- 
ture consistent with modem trends of medical practics." 

lO?3. The Committee understand from Audit that tbe accounts of 
tbe Medic81 Storas Ilepob for the years 1967-68, U68-89 and 1969-70 
bavo not yet bsaa ecnt to them. The latest fbacial results of the 
working of tbc Depots are, therefore, not known. Tboir noa-sabmir- 
don tot 3 years b an hdicator of all not being well with the D e w  
Tbc Committee deprecate the deby and would urge Governmb~~t to 
.pd the a u m ~  of the delay and & m b  tbe accounts e x p e d i t h d ~  
T h q  would .bo Mke b empbrslse tbe for timely wbmbsion of 
accounts to Aadlt in future. 

1.9. Tba dammstbe note tbat after a attical sr.miaatioa GOV- 
- -mat  are Wl&ed to camhue the Medical Stores Orgda8tiiaar 



Local purchases-Paragraph 1.25 (S. No. 4) 

1.10. The Committee had made the following comments regarding 
local purchases of medicines made by the Depots fn paragraph 1.25 
of the Report: 

T h e  Committee observe that notwithstanding steps taken by 
Government to bring down the quantum of local purcha- 
ses by the dejmts, the value of such purchases has gone up 
from Rs. 139 lalrhs in 1@64-8S to Ra. 200 lakhs in 1966-67. 
The experience of the Madras Depot, wbich incurred an 
extra expenditure of Rs. 25,000 fn m a h g  local purchases 
to the tune of Re. 1.76 lakhs during the perlod September, 
1968-August, 1968 suggest that purehaws by a centralis4 
agency like the Wrector General, Supplica and Mepogals 
could be cheurper. The qmentaffves of Government also 
admitted that, notwithaanding some instances to the con- 
trary, "generally apesktng, supply thmugh the DGS&D 
would be cheaper*. The Cammitta apprreciatt! the fact 
that the enhanced powers given to the depots, coupled 
witb the delay that mzmttrnee occurs in supplies against 
om~acta armqed by the Mrector General, Supplies L 
Obpossk would tehd to pveh up local pu~chPKI by the 
Dqrata. It may not rdur be pwgible to meet the require- 
ments of d l  indentors individually thaugh nab or run- 
ning contrrts. due to prohicmr that will arise in the in&- 
padon and despatch of & cOnslQnmmtm. Neverthelllzlw 
t h u e i l ~ r h , u l d b e t o m r l e ~ l d p u r r h u s e a t o  the 
minimum, by advanclt indenting on thc MFsdor Oc~mrl, 
Sapplies end Wposals and bulking of Indent& Lad pur- 
cham betng generally czostflur. w d  uvmmmmfly push 
up the cart d health rmrlcarrn 



1.11. IPao Depdbmezrt of Wdth have futnbhed: ther Eakwbg 
reply in their note "ted 17-2-1971:. 

"As $&I& rule major purchases are made through*the MS. 
&D as per Government orders. It mag be mentioned that 
h g e  scale local purchases are also necessary in a trading 
institution like Medic& Store Depots on account of faflure 
of supplfes agaimst the DGSW contracts. A trading ins- 
titution can ill afTord to lose budness and render indiffe- 
rent s%r"pice to the Jients, when a part of tbe demand cgn 
be met by local purchases under the powers aa dgkRgated 
to the Depots1D.G.H.S. It will be appreciated that M. S. 
Depots beipg trading institutions have a unique position 
as compare with other Centralbartments who buy 
stores for their own consumption. Another reason for 
local purchases is that DGS&D do not entertain indents 
for amounts less than Rs. 25,000. Despite above mentio- 
ned limitations, every possible effort will be made to 
place bulk indents on the DGS&D sufficieutly fa advance 
with a view to bring down the figures of local purchases 
in all Medical Store Depots." 

L12. The Committee derire tbat concerted efforts should he taken 
to bring down the local purchase of about Ba 200 U b s  picr maam 
oL medial Stmw. The Committee understand that under tbe &- 
iag prooedutQ indents can be placed on the DGS&D even ia advrurce 
of the budget allucation. They would, therefore, emphasise tbe aeed 
lor timob inbntiag d tbe stares amd proper foUow-up .ctioa to 
en- prasbpt supplies, so as bo redace l d  purchases Iw the depots 

Dehy in procummerit of st- by DGSQa-Paragraph 1.26 (S. 
No. 5). 

1.13. Commeatiag on the delay in procurement of certain stores 
by the Director General of Supplies and DisposaIs, the Committee had 
made the foUowing obsesvatf~no in paragraph L26 of the Report: 

' m e  Committm eae also urhopQy over tbe delay in procure- 
memt of some d the storm by tbe Mrectorate General of 
Supplies and Dlopol.lo. In the case of the Wwlras Depot 
it L n o W  drat oarr-eqply of 629 sets of dbpenaing scab 
en by the DGSdtD resulted in their local pumhaw at an 
ex- @ of Rs. 5,279f- while failure to procure knife 
Berd Parker B l a b  in #me led to local procurement of 
one third of the quantity at an addMona1 cost of Rs. 9.2781-. 
The Commi$tae mould like the WS6D to look into theat 
or- rn as to -& the loopholes in procurement prate- 
dm." 
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1.14. The Ministry of Supply, in their note dated 15-12-1970 have 
given the following reply: ' . 

"The two cases have been examined. It has been observed 
that the handling of these cases was delayed at various sta- 
ges, and there were also some irregularities. Respondbi- 
lity for such delayslirregularities is being Axed. The 
Public Accounts Committee will be apprised of the posi- 
tion in due course." 

1.15. The Committee note that the two eases of delay referred to 
by them have been examined by Government and responsibility for 
the delaysjirregularities is being fixed. 

Ll6. The Committee would like the Directorate General of Sup- 
plies aad Disposals to take necessary steps to plug loopholes in the 
pmciuement procedrre to avoid dday in procurement of stores in 
future. 

Delay in discontinuance of manufacture of certain items-Para- 
graph 1.34 (S. No. 6). 

1.17. In paragraph 1.34 of the Report, the Committee had made 
the following observations: - 

'The Committee notice that it took Government over three 
years to come to a Anal decision about the discontinuance 
of manufacture of certain items which were being pro- 
duced by the Medical Stores Depot, Madras at rates higher 
than the market prices. Continuance of production of 
these items might have been justified to the extent the 
Depot had stocks of raw materials which could not be put 
to more gainful alternative uses, but there was no justtfl- 
cation to have continued their manufacture by procuring 
fresh stocks of raw materials. In fact, items worth 
Rs. 10.07 lakhs were produced in this manner during the 
period 1966-6'7 to 1968-69, which resulted in extra expen- 
diture of Rs. 3.00 lakhs. It was stated that the manufac- 
ture of these items was not restricted as "ft was then 
thought that demands from indentors should be met". 
These demands could equally well have been met from 
the market, whm? these items were available a t  cheaper 
rates.* 

1.18. h their note dated 17th February, 1971, the Department at 
HBalth rcteted f o l h ~ : - -  

"It is agreed that manufacture of bandages continued tor a 
long time in the factory of M. S, Depot, Madras as 



paintad by the PAC though the factory's manuzacturing 
cost of this item was more than ita market rate but due 
care will be taken in future to guard against recurrence 
of such like instances. 

However, in thia connection, it is submitted that the bulk of 
the raw materials have to be procured through the 
DGS&D under the Government procedure. D G W  nor- 
mally take six months or so to proeesa the demands to 
which may be added another three months for the raw 
materials to actually arrive. The actual manufacture may 
be taken up still later depending upon the availability of 
the machinery/equipment etc. and or the manufacturing 
programme- Thus there is a time lag of almost a year 
when the programme is initially planned and the actual 
manufacture is taken up in our Factories. The cycle of 
purchases through the Governmental procedure is so long 
that the comparison of rates has necessarily to be done 
almost a year in advance of the actual production in our 
own factories. Once indents have been placed on the 
DGS&D and firm commjtments entered into there is no 
going back on the production programme. If the compa- 
rison is instituted at the actual time of manufacture on 
the basis of raw materials already received through the 
DCS&D and manufacture is found to be uneconomical, 
the raw materials will have to be disposed of leading to 
greater losses to the State. The periodical comparison 
with market rates has been found impracticable in view 
of the peculiarity of procurement of raw materials through 
the DGS&D which necessitates maintenance of huge fn- 
ventories. 

In the case of many drugs the protocols of use for the finished 
products can be satisfled according to the pharrnacopoeal 
standards even by using inferior quality raw materials. 
Unlike the State Excise under which check of all the in- 
comings usage and outgoing of alcohol, by an inspector 
permanently attached to a factory there is no such con- 
trol during the manufacture of drugs. Checks by the 
Drug Inspectors are only random during their rather 
infrequent visits to the factories, the number of Drug 
inspectors and the testing Labs. in the country is woe- 
fully inadequate as determined by the experts. 

In the circnrmstanccs a comparison of t a b  wiW the private 
rnmufcrcture is, rather Invidious for such products, ldnce 



in M.S.D. factories anly standard qurfiw a?- m a w  
will be usnd. 

In the case of Bandah, regordleszl of what q ~ t a t i o m  are 
received from the market and the claim made tqe quality 
is generally 'suspect* both in the matter of do* and di- 
mensional particulars. No hospital~dispeasary or even 
a Medical Store Depot caq possibly instituts hundred per 
cent inspection of the quality of clotfi used q d  the di- 
mensional particulars since the quantities ~ ~ ~ c h a e e d  at 
a time run into lacs of numbers and the tptipg of cloth 
and measurement of individual bandage or even a subs- 
tantial percentage check is a highly time consuming and 
wpensive business. This is particularly' so as the ban. 
dages are made from handloom cloth which is cut and 
rolled by and large through processes which are ewen- 
tially manual further the rolling of bandages 3s an acti- 
vity of highly strategic importance. If we give up this 
activity on account of marginal price variations in o w  
factories, the Government wiIl have no means 6f direct 
production under its control in times of emergencies when 
bandages are required in huge quantities and tbe private 
sector is unable to cape with the demand' It will not 
be out of place to mention here that during the Indbpak 
conflict our factories we= running two shlfta and pro- 
duced 'the badly needed bandages in enpmous quantities. 
It is felt that bandage making activity must continue re- 
gardless of marginal price variations both from the strate- 
gic point of view and also on account of quality cons1dera- 
tions. 

me Department fuUy realists that where products of com- 
parable quality are available at cheaper rates in the mar- 
ket, Q- of sucb products should be made from tbc 
market in preference to manufacture in our own frcto- 
rim However, in view of tbe fact that our factories work 
under circumstanccrs vqtly Merent  from the private 
sedot and .@e term 'mn&et rate' is valid only at a given 
p?tbt ol. time and for 'compareble quality' products, we 
hove t.ltm up the ~veraU question wilb the Audit to 
arrive at an equitable and rational system of cornpartag 
thq aorta." 



which are ordinarily available at cheaper rates from the trade. The 
Comm ttee note that the assistance of National Industrial Develop- 
ment Corporation and World Health Organisation has been sought 
with a view to modemising the existing factories and to study t b  
range of products which could be taken up for manufacture consis- 
tent with modern trends in medical practice. The Committee suggest 
that Government should examine the economics of manufacture of 
all the items under production at present after comparing the cost 
~f manufacture with the prevailing market prices. 



RECOMMENDATIONSIOBSERVATIONS THAT HAVE BEEN 
ACCEPTED BY GOVERNMENT 

Recommendation 

The Committee are concerned about the progressive deterioration 
in the working results of the Medical Stores Organisation. The 
Organisation made a profit of Rs. 23.43 lakhs in 1964-65 which was 
reduced in 1965-66 to Rs. 13.11 lakhs. In the subsequent pear it ran 
up a deficit of Rs. 4.79 lakhs. The deterioration in performance 
occurred despite an increase in the turnover of the Organisation 
during this period by over a fifth ie., from Rs. 538 lakhs in 1964-65 
to Rs. 664 lakhs In 1966-67. 

[S. Xo. 1 of Appendix (Paragraph 1.12) of 1Q3rd Rq~wt--.ith 
Lok Sabha]. 

Action Taken 

I t  is agreed that there had been loss of Rs. 1.58 lakhs in 1966-67 
inspite of progressive increase in the turnover during the per~od 
from 1964-65 to 1966-67. 

However, the salient factors which contributed to this lass weye 
as follo\vs: 
( i )  Or-er-heads: - 

There had been per~odicai increase In allowances granted to the 
employees if the Medical Stores Depots during thc per~od 1964-63 
to 196f5-67. Besides there had been a steady rise of price5 cf con- 
sumable items, cost of maintaining the depot fleet/hired transport t o  
carry the stores and other rn~scellaneous Items. 

(ii) Qumterly m t w n  of Issue rates:- 

The P.A.C. has itself commented upon in Para 1,13(ii) of the 
report. The question of evolving an equitable formula fur the Axa- 
tion of rates is receiving the attention of this Department In con- 
sultation with the Depots. In the meantime interim instructions 
have been istrued to the Depots that whenever an article is purchased 
at a higher rate, issue prices should be forthwith raised to avoid such 
tosses. 



(iii) Non-recovery of indirect expenses pertaining to non-commer- 
cia1 scheme handled by the Organisation: 

There are certain incidental expenses incurred by the Depots in 
connection with the handling of stores received and distributed 
under the different National Health Programmes. This expenditure 
relates to the space occupied by the stores within the Depot pre- 
cincts,. . . . . . . . . . . . ..watch and ward arrangements, cost of propor- 
tionate time spent by the Officers and the Establishment personnel 
of the main Depot incidental to these programmes. These indirect 
expenses were borne from the Capital Head of Accounts pertaining 
to the Commercial Activities of the Depots instead of from the  
National Scheme. Now with a view to ensure that the pruforma 
accounts exhibit a true and fair state of affairs, it has been decided 
that with effect from 1967-68 accounts, in respect of nnn-commer- 
cia1 activities, proforma recoveries for the services rendercd by the 
Depots would be adjusted in the Profit and Loss Accounts. On 
account of the above measured being taken the working aicturc of 
the Depots is expected to register a substantial improvement". 

(Department of Hcalth 0 . M .  No. F.15-5 70-D date3 17-2-1971). 

Recommendation 

An analysis of the working of the Depots managed by the  
Orgnnisation suggests that the Depots a t  Madras and Calcutta were 
primarily responsible for the set-back. The following factors in 
particular contributed to the deteriorating finances cf the Organisa- 
tion: - 

(i) The mounting cost of establishment, particularly at Calcutta 
and Madras Government have themselves admitted that 
"there may be room for reviewing this expenditure a t  
Calcutta", considering the turnover of the Depot. As re- 
gards the depot at  Madras Government have not found i t  
"possible to account for the Higher Salary hill" the fact that 
labour in the factory attached to the depot was utilised to 
the extent of only 72 percent in 1967-68 and 47 per cent in 
1968-69 indicates that the establishment in the depot is sub- 
stantially underemployed. 

( i i )  The issue of medicines and other items at less than post 
price. This would appear to be due to the present system 
of quarterly revision of issue prices which interposes a 
"time-lag of two to five months" in giving effect to increase 
in rates caused by rise in prices of items procured by thee 



Depots. How substantially this effects the working results 
of the Depots would be evident from the fact that the 
Madras De-pot sustained a loss of Rs. 4.05 lakhs on this 
account during 1967-68. 

(iii) Uneconomic manufacture-The Two Pharmaceutical fac- 
tories attached to the Depots a t  Bombay and Madras a re  
manufacturing 250 items like tinctures, tablets, ointments 
and bandages which are ordinarily available in market. 
Their cost compares unfavourably with market prices in 
certain cases. The Depots have shortage of technical staff 
but excess of factory labour. 

IS. No. 2 of Appendis (Paragraph 1.13) of 103rd Rcpxt-4th Lok 
Sabhal. 

Action Taken 

(i) (a) The S I Unit of the Ministry of Finance shall I-c under- 
taking a workstudy of the Medical Stow Depots very shortly and in 
the light of their rccommendntlnns the staff compwtion 1 be 
refixed. 

(b) The Admmlstrat-ve Staff Collem. Hvdi.vhnd 111.; brcn acked 
to examine the working nf the Depots with a ~ i r . . ~  t r  i n t r 4 u c c  
modern practices of inventor?. control. finnncial ~ c c o u n t ; n ~  and othct 
administrative reforms. 

(c) The assistance of National Inductrial Dcvcloprnc.nt Corpora- 
tion a ~ d  World Health Organisatinn bas n!so hcrm sn.reht w i t h  n VIPW 
to modernize the existing factnries in ordcr to nchrt\.c crnnter produc- 
tivity and to study the range of products which cnuid bt. taken u p  
for maufac ture  consistent with modem trends in medicn! p r a c t ~ v  

(ii) The P. A. C. has itself commentrd up on in !urn 1 I3 ( i i )  nf 
the report. The question of evolving an equitable form!lln for Ihr 
fixation of rates is receivinq the attention of this Drp:trtmmt in con- 
sultation with the Depots In the meantime, interim imtnlctions travc 
been issued to the Depots that whcnevcr an article is nurclwwd nt a 
higher rate, issue price should be forthwith rnised to w o ~ d  suc!r 
losses. 

(iii) The shortage of technical staff 1 e analytical chvmists i s  hcing 
made pood by recruiting extra posts commensurancc. v, :th the onnlyti- 
cal work load. for which the sanction has already hrpn Issud Simul- 
taneously instructions have been issued not to R11 vacancies which 
arise in labour category on the Factory side. 

(Department of Health 0 M. No. F 15-5170-D cfelcd 17-7-1871). 



Recommendation 

The Committee note that Goverinment are a t  present considerin# 
thc future of the Medical Store Organisation as a whole and "thw 
form in which i t  has to continue if  it has to continue". Pending & 
deciskjn on this major issue, the  Committee would like Government. 
to consider if the establishment employed in the Depots could be 
rationaliscd. A more rati:jnal systcm of pricing of issue; from the 
Depots will have also to bc evolved, so that  thcre may not be delays 
in giving effect to increase in prices procured by the Depots and  
losses 3n th is  xcount  may be minimi>-:d. 

IS. No. 3 of Agpcndir; (Paragraph 1 i 4 )  of 103rd Report-4th Lok 
Sabha]. 

Action Taken 

Ah already stated against Para 1.12 interm instructions h ~ v e  
drcady been issued to Dcpots to revise the issue rate forthwith as 
soon as frcsh stocks are purchased at  higher rates to avoid loss on 
this account fa future. 



Simultaneously details of a regular revised formula for fixation 
of P.V. Rates on ern equitable basis are being worked out and neces- 
sary instructions to this effect will be issued soon to all concerned. 

[Department of Health O.M. No. F. 15-5170-D dated 17-2-1371]. 

Recommendation 

The Committee observed that notwithstanding steps taken by 
Government to bring dowm the quantum of local purchases by the 
depots, the value of suph purchases has gone up from Rs. 139 lakhs 
in  1964-65 to Rs. 200 lakhs in 1966-67. The experience of the Mad- 
ras Depot. which incurred an extra expenditure of R:. 25,000 in 
making local purchases to the tune of Rs. 1.76 lakhs during the 
period September. 1966August ,  1968 suggests that purchases by a 
centralised agency like the Director General, Supplies and Dispo- 
sals would be cheaper. The representatives of Go\.ernment also 
admitted that, notwithstanding some instances to the contrary. 
"generally speaking, supply through the D.G.S.&D. would be 
cheaper". The Committee appreciate the fact that the enhanced 
powers given to the depots. coupled with the delay ?hat sometimes 
occurs in supplies against contracts arranged by the Director 
General. Supplies & Disposals would tend to push up local pur- 
chases by the Depots. It may not also be possible to meet the 
requirements of small indentors individually through rate or run- 
ning contracts. due to problems that will arise in the inspection ?mi 
despatch of small consignments. Nevertheless the effort should he 
to scale down local purchases to the minimum. by advance indent- 
ing on the Director General, Supplies and Disposal; and bulking 
af indents. Local purchases being generally costlier. would un- 
necessarily push up the cost of health services. 

[S. No. 4 of Appendix (Paragraph 1.25) of 103rd Report--4th Lok 
Sabha]. 

Action Taken 

As a general rule major purchases arc made through the D.G.S. 
& D. as per Government orders. I t  may be mentioned that large 
scale local purchases are also necessarv in a trading institution like 
Medical Store Depots on account of failure of supplies against the 
D.G.S.&D. contracts. A trading institution can ill afford to lo~;e 
business and render indifferent service to the clients. when a part 
of the demand can be met by local purchases under the powers as 
delegated to the Depots'D G.H.S. It  will be appreciated that MS. 
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Depots being trading Institutions have a unique position a s  com- 
pared with other Central Government Departments who buy 
stores for own consumption. Another reason for local purchases is 
that D.G.S.&D. do not entertain indents for amounk less than 
Rs. 25,000. Despite above mentioned limitations, every possible 
effort will be made to place bulk indents on the D.G.S.&D. suffi- 
ciently in advance with a view to bring down the figures of local 
purchases in all Medical Store Depots. 

[Department of Health O.M. No. F. 15-5170-D dated 17-2-1971] 

Recommendation 

In para 2.141 of their Forty-second Report (1965-66) the Public 
Accounts Committee had desired that periodic review: should be 
undertaken to ensure that depots do not contime to produce items 
which can be more economically procured from the market. The 
Committee note that, pursuant to this recommendation, Govern- 
men t  initiate rate enquiries once every year while provisioning 
for items manufactured in the Depot. The ex~e r i ence  in the pre- 
sent case, however, suggests that follow-up action on  such enquiries 
is not prompt and effective enough. It might be conridered wht-  
ther the periodicity of such enquiries could be increased. so that 
the period for which Depots continue uneconomic manufacture of 
items is restricted to the minimum. 

IS. No. 7 of Appendix (Paragraph 1.35) of 103rd Report--4th Lok 
Sabha] . 

Action Taken 

Due care will be taken in future to guard against recurrence of 
such instances. However, in view of fact that our factories work 
under circumstances vastly different from the private sector and 
the term 'market rate' is valid only at  a git7en point of time and 
for 'comparable quality' products. we have taken up the overall 
question with the Audit to arrix7e at  an equitable and rational sys- 
tem of comparing the costs. 

[Department of Health O.M. No. F. 15-5170-D dated 17-2-1971] 

Recommendation 

While the Committee note that the dues awaiting realisation by 
Medical Stores Depots have come down from Rs. 233 lakhs as on 
31st Morch, 1967 to Rs. 204 lakhs as  on 31st March. 1968. they cannot 
help feeling that the pending dues arc still large. The bulk of the 



dues as on 31st March, 1968, i.e. as much as Rs. 169 lakhs, was o n  
account of supplies to Government Institutions, a sum of Rs. 9.12 
lakhs out of these pertaining to supplies made in 1965-66 and even 
earlier years. The Committee would like expeditious action to be  
taken to realise these dues, as also dues amounting to Rs. 3.48 lakhs 
pertaining to non-Government Institutions. 

[S. No. 8 of Appendix (Paragraph 1.40) of 103rd Report-4th Lok 
Sabha]. 

Action Taken 

The lntest position of the outstanding dues a; on 31st March, 1970 
(pertaining to the year 1966-67) is as un:ic,-- - 

The ar;o\.e figures are. howcvcr. unaud~tcd. 

( i )  Out oi 3 s .  15.44 Iskhs due f rzm Gii\.c!-:~mcnt I n s t ~ t a t i o n s  
Rs. lC.85 lakhs is du: un accourlt of Anti-T.B. St: , rc : .  :jnJ thr XCCC~L~II- 
tant Gencral, Wekt Bengrd. Calcutta has bcen ;t:iv:scd i n  hlay, 1970 
to aforcd credit to Mt.cilca1 S t o . ~  Dcpo!, C G ~ ~ C L I I ! ~  znd I?.: 1.53 Irtkhs 
represents Storci supplied to Bihar State on Draug!?! Rt:lief, snno- 
tion to g r m t s - ~ n - ~ ~ i d  IS ;:tv:ilted from the  Gr::.crnmrnt vf Indic! 

( i i )  Ou? of Rs 1: 1:. iakhs due from Xon-C;;':r.!-::..;:r,nt 1nst:tu: ,an-: 
Rs. 1.90 lakhs is due from Panchayats. Zile  Far:stiaci. i~.lcnici~:;:litics 
These institutions are being reminded to cspedite rc.t!lrmrnt. 

( i i i )  Out of Rs ? ? E O  I?iihs due  f rom nthc>rs. Rs .  14511 1akhs 
relates to everhead allocated to quinine accoiint anti rcprcscnts Pro- 
fmma adju5tments In accounts and n.2 rernvi.r-?. ::, t i k i c  irc~::l any 
party. 

It will be seen from the figures mentioned :!have that  strcnurus 
efforts have been made to realise the outstandinc dues and biilnncr 
left are almost normal as  compared with the fiqures of pa3t ytnrs. 

Rcrommcndntion 

The Committee note that due to a 'mistake' on the part of the 
Medical Store Dc?ot, Calcutta. in Axing issue rate of certain medi- 
cine, there was a loss of Rs. 1.81 lakhs. The Committee hope that 



Government will take action to guard against the recusrence of such 
a default. 

[S. No. 9 of Appendix (Paragraph 1.54) of 103rd Report--4th Lok 
Sa bha 1 

Action Taken 

With a view to guard against the recurrence of such instances of 
losses interim instructions have been issued to all the Merfical Store 
Depots to revise the issue price forthwith whenever a fresh stock 
of stores is purchsscd at  a higher price. A regular formula is be- 
ing evolved. 

[Department of Health O.M. No.-F. i5.5/70--Dated 17-2-1971] 

Recommendation 

Action Taken 

Rrconimcndation 

The C o m m ~ t t t ~ c ~  rirtti th::t there 1s a doui~t  n wtiter sup;!y order.- 
placed hy the Depot con:\ttute I> r t d t n ~  contracts and tbzt t!,c matter 
is uncivr cx:~nun:ltlan The C o m m l t t ~ e  ~coulci I kc. Goye:-nrncr~t t? 
take appropriate legal adv~cc in the matter and su~tabl?; revlse the 
procedure so that thc supply orders become enfarceable contracts in 
law. 

[S. No. 11 of Appendix (Paragraph 1.56) of 103rd Report-4th Lok 
Sablln]. 



Action Taken 

At present the supply orders placed by the Depots are not bind- 
ing contracts. However, instructions have been issued to the Depots 
(except Gauhati and Karnal Depots where DADGs are not in posi- 
tion) to change their forms and DADCs instructed to sign for and 
.on behalf on the President of India as per notification issued by the 
Ministry of Law dated 1st February, 1966. As regards Gauhati and 
Karnal Depots, Ministry of Law is being approached for issue of 

similar notification in favour of junior officers who are holding 
..charge of these Depots till regular DADGs are posted. 

[Department of Health O.M. No. F. 15.5/70-Dated 17-2-1971] 



CHAPTER 111 

RECOMMENDATIONS/OBSERVATIONS WHICH THE COMMIT- 
TEE DO NOT DESIRE TO PURSUE IN VIEW OF THE 

REPLIES OF GOVERNMENT 



CHAPTER IV 

RECOMMENDATIONS/OBSERVATIONS REPLIES TO WHICH 
HAVE NOT BEEN ACCEPTED BY THE COMMITTEE AND 

WHICH REQUIRE REITERATION. 

Recommendation 

Hoxicver. In this conncrtlon I: 1., s:~hc, t td 1' ,it th14 t . i i i :  of t iw 
r3u.-rnatena!s ha..rc to be p r o r n r d  !hrc.<uzh !hc DGS1ZD untlcl t tw 
Government proccdurc DCSgD n o r m ~ l l y  take r tx  month? err s )  
to procccs the  demands to tvhlch ma:; bc nddcd anothrr thrcr* m-mlhs 
for  the  raw-rnatsials to actuall!: arrixPc Thc actual marafaclurc 
may be taken up still later dependlng upon the ~ v u i l a b l ~ t y  of thc 



machinery/equipment etc., and o r  the  manufacturing programme. 
Thus there is a time lag of almost a year when the programme Q 
initially planned and the actual manufacure is taken up  on our 
Factories. The cycle of purchases through the Governmental pro- 
cedure is so long that comparison of rates has necessarily to be done 
almost a year in advance of the actual production in our own fac- 
tories. Once indents have been placed on the DC;S&D 2nd firm 
commitments entered into there is no going back on the production 
programme. If the comparison is instituted a t  the actual time of 
manufacture on the basis of raw materials already received through 
the DGS&D and manufacture is found to be uneconomical, the raw- 
materials will have to be disposed of leading to greater losses to the 
State. The periodical comparison with market rates has been found 
impracticable in vicw of the peculiarity of procurement of raw- 
materials through thc D.G.S. D ,  which necessitates rnaintcnance of 
hu:rc ;nver.t:u-ies. 

In the case of many drugs the pr-otocols of use for the  finished 
product:: can be satisfied according to the pharmacopocal standards 
even by using inferior quality raw-materials. Unlike the S?ate. Es- 
rise u r ~ d c ~ r  which chwk of all the inc',minqs usage 233 outrnirq of 
alcohol, by an inspector pcrrnanently attached to a fartory there is 
n:> s~1c.h cmtro! dur i : :~  the m;mrifacturc of d r u ~  Checks by the 
Drug Inrpcctor:; ;Ire only random during their rather infrequent 
\?isit.; tn t % r *  fnctories. t!io No. of Drug 1nspect:lrs ar.d the testing 
IA:l')s in thc cnuntr:,. is woefully inadeqiinte as  determined by the 
c?xnS.rts. 

I11 thc circumstances 3 cnmparison of rates with the private 
manufactures is. rather invid;ous for such products, since in hi S.D. 
f=,ctorirbs only standard quality raw-materials will 5n r ~ v d .  

In  the casc of Bmdages. regardless of \rhat quotations arc reccliv- 
e-1 from the  market and the claim nmde the quality is qmcrally 
'suspect' both in thc- matter of c l ~ t h  and dimcnzional par!!c~~lars. 
No hospitals, dispensaries or even a hledical Store Depot can possibly 
institute hundred per cent. inspection of the qual i ty  of cloth used 
rind thc d:mensionll particulars since the qunntities purchased at  s 
trmn run into lacs of numbers nnd the testing of cloth and measure- 
went of individual bondage or even a substantial perccntnp check 
is n highly time consuming and expensive business This ic ~mrti- 
culnrly so as the bandages are made from hsn4loorn cloth whl-h is 
rut an4 rolled by and large through processe.; which are  essentially 
manual. Further the rolling of bandages is an activity of highlv 



strategic importance. If we give up this activity on account of 
marginal price variations In our factories, the Government will have 
no means of direct production under its control in times of emergen- 
cies when bandages are required in huge quantities and the private 
sector is unable to cope with the demand. I t  will not be out of place 
to mention here that during the Indo-Pak conflict our factories were 
running two shifts and produced the badly needed bandages in enour- 
mous quantities. I t  is felt that bandages making activity must con- 
tinue regardless of marginal price variations both from the strategic 
point of view and also on account of quality consideration. 

The Department fully realises that where products of comparable 
quality are available at cheaper rates in the market, purchases of 
such products should be made from the market in preference to 
manufacture in our own factories. However. in view of the fact 
that our factories work under circumstances vastly different from 
the private sector and the term market rate is valid only at 3 given 
point of time and for 'comparable quality' products, we have taken 
up the overall question with the Audit to arrive at an equitable and 
rational system of comparing the costs. 

[Department of Health O.M. No. F. 15-5170-D dated 17-2-1971]. 

Recommendation 

The Medical Stores Organisation was set up as a centralised supply 
agency to hospitals. d~spensaries etc.. a t  a time when other sources 
of supply had not developed adequately. The pharmaceutical indus- 
t ry in the country has since developed t . ~  a great extent. with Gov- 
ernment undertakings like Indian Drugs and Pharmaceuticals Ltd., 
also entering the field. Over the years, the tendency has also been 
to entrust the work of procurement to bulk procurring agencies like 
Director General, Supplies and Disposals. as experience has indi- 
cated that such bulk purchase is generally more economical. The 
date furnished t.2 the Committee which is reproduced at  pages 21-23 
of this report would also show that hospitals are becoming less and 
less dependent on Medical Stores Depots as  a supplying agency and 
that the Depots themselves have at best been able to meet 50 per cent 
to 60 per cent of the demands raised on them by the indentors. There 
are no doubt a number of small indentors in the States in whose 
case it might not be possible to resort to bulk procurement against 
rate and running contracts concluded by the I3irect.x General. 
SuppXrs and Disposals, but this has to be weighed against the fact 
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that  'the States have become a little more autonomous and many 
of them want to make their own purchases.' 

[S. No. 2 of Appendix (Paragraph 1.60) of 103rd Report--4th Lok 
Sabha]. 

Action Taken 

The question of continuance or otherwise of the Medical Store 
Depots has been thoroughly considered by this Department and w e  
are firmly of the view that the Depots have a definite place in the  
National set up  and must continue. Their utility is unquestionable 
particularly as far  as the implementation of National Health Pro- 
grammes and the Civil Defence activities are concerned. Some of 
the Union Territories and newly created States in the eastern sector 
situated in the vulnerable areas have no source of supply close a t  
hand. Also for 16,000 odd clients of the M.S. Organisation of which 
96 per cent are small hospitals dispensaries dotted all over the coun- 
try in far flung areas, the Depots pmvide the most ideal place for 
buying their requirements as the benefit of the bulk buying is pass- 
ed on to these Institutions and quality control is assurcd. Two 
comperative studies. one carried out in 1963 and the other very 
recently of the cost of medicines which a small indentsr had to 
pay in the State of Maharashtra when buying from ru l t ip le  sources 
and the prices charged by the M S .  Depot revealed that only in a 
few odd cases the prices charged by the M.S. Depot were higher. On 
the whole 1963 study showed that the cost of draual from M.S. 
Dep7-t as against the Maharashtra Government contracts was 
72.2 : 100 for a unit pack of each item : the cost actually charged 
on some indents picked up at random from M.S. Depot and com- 
pared as against the XIaharnshtra rate contract revealed a ratio of 
64.2:100. The  recent studv shows these figures to be 78.1:100 and 
68.1:100 respectively. This Department fully realises that the work- 
ing of the D e p ~ t s  has to be streamlined to render efficient service 
to the client and to supplv his requirements a t  economic prices. 
Accordingly, the question of setting up of a High-powered Board to 
bring about necessary improvements in the existing organisational 
set u p  of the Depots is undrr active consideration of the Govern- 
ment. Also range of items to be stocked by Medical Store Depots 
is being reexamined in cmsuRation with the State Govermnents in 
order to ensure that the demand of a common indentors are met to  
the extent of 90 to 100 per cent. 

[Department of Health O.M. No. F. 15-5170-1) dated 17-2-19711.- 



Recommendation 

The Ccmmittee note that Gmernment themselves are cognisent 
.of all these factors :rhich have a bearing on the future of the Cen- 
of the future of the Depot and the form in which it should continue, 
,of the fi~!~lre of the Depot and the form in which it should continue, 
if at  all it has to be continued.' The Committee would like Govern- 
ment to complete esamination of this question speedly and come 
to a quick decision. 
[S. No. 13 of Appendix (Paragraph 1.61) of 103rd Report-4th Lok 

Sabha.] 

Action Taken 

The questi-3n of continuance or otherwise of the Medical Stores 
Depots has been critically examined and decision taken at the 
Minister's level to continue the Organisation. Steps have been 
taken to streamline the working of the hledical Stores Organisation 
by constituting a High-powered Managerial Board in the Ministry 
headed by the Minister of State. The Board will pmvide overall 
guidelines on all important matters of policy, procedure and speedy 
clearance of all problems. The Administrative Staff College, Hyde- 
rabad h33 been asked to carry out preliminary survey with a view 
to intr-rl..ze modern practices of inventory control, financial 
accountinq and other adminiqtrative reforms. Similarly the assis- 
tance of NRDC and WHO has been sought with a view to moder- 
nize the existing factories in order to achieve greater productivity 
and to study the range i.f products which could be taken up for 
manufacture consistent with modern trends of medical practices. 

[Department of Health O.M. Eo. F. 15-5/70-D dated 17-2-1971]. 



RECOMMENDATIONS/OBSERVATIONS IN RESPECT OF WHICH 
GOVERNMENT HAVE FURNISHED INTERIM REPLUS. 

The Committee are also unhappy over the delay in procurement 
of some of the stores by the Directorate General of Supplies and 
Disposals. In the case of the Madras Depot i t  is noticed that now 
supply of 629 sets of dispensing scales by the DGS&D resulted in 
their local purchase at an excess cost of Rs. 5,2791- while faifure to 
procure Knife Bard Parker Blades in time led to lacal procWemert 
of one third of the quantity a t  an additional cost of Rs. 9,37915 The 
Committee would like the DGS&D to laok into these cases so as to 
plug the loop-holes in procurement procedure. 
[S. No. 5 of Appendix (Paragraph 1.26) of 103rd Report-4th Lok 

Sabhp.] 

Action Taktn 
%e two cases have been examined. It  has been &served that 
the handling of these cases was delayed at  various stages, and there 
were also some irregularities. Responsibility for such delaysjirre- 
gularities is being Axed. The Public Accounts Committee will be 
apprised of the position in due course. 

[Minisiry of Supply, O.M. No. PITI-21(10) 170, dated 1 S-l2-l9?O.] 

ERA SEZHIYAN, 
Chairman, 

Public Accounta Committee. 
August 31, 1971. - -----. 
Bhadra 9, 1893 (S.) 



Strmmary of main Conclusions~Recommsn&tim 

I I j Ministry o:Supply The Committee hope that final reply in regard to the recornrnen- 
dationlobservation to which interim reply has been htrnished will be 
submitted to them expeditiously after getting it vetted by Audit 

a r 8 Department of Ilulrh The Cmmittee understand from Audit that the accounts of the 
Medical Stores Depots for the years 1967-68, 1968-60 and 1969-70 
have not yet been sent to them. The latest financial resultp of the 
working of the Depots are, therefore, not known. Their non- 
submission for 3 years is an indicatar of all not being well with the 
Depots. The Committee deprecate the delay and would urge Gov- 
ernment to spot the causes of the delay and finalbe the accounts 
expeditiously. They would also like to emphasise the need for 
timely submission of accounts to Audit in future. 

The Committee note that after a critical examination Govern- 
ment are inclined to continue the Medical Stores Organisation and 
that they propose to take steps to streamline its wotking. It a p  
pears to the Committee that the main advantage of t b  organisation 



will, if at all, accrue only to the large number of smaU consumers. 
It is, however, not quite clear whether even for them the cost would 
necessarily be favourable in comparison with other sauces of sup 
ply including local purchase especially as the bulk of the supplies 
of the Medical Stores Organisation are purchases resold. The Com- 
mittee would, therefore, like to have another opportunity to go into 
the question of the advantage of continuing this organisation and 
would, therefore, like Government to send the review of the work- 
ing of the organisation after one year from the date i t  has been re- 
organised. The review should be sent through Audit. 

The Committee desire that concerted efforts should be taken to 
bring down the local purchase of about Rs. 200 l a b s  per annum of 
medical stores. The Committee understand that under the existing 
procedure indents can be placed on the DGSW even in advance of 
the budget allocation. They would, therefore, emphasise the need 
for timely indenting of the stores and proper follow-up a c t h  to 
ensure prompt supplies, so as to reduce local purchases by the 
depots. 

The Committee note that the two cases of delay referred to by 
them have been mamined by Government and responsibility for 
the delays/irregularities is being fixed. 

6 I 16 Mnistry of Sopply (Dirccto- The Committee would like the Directorate General of Suppb 
fPt@ of Supplies a d  and Disposals to take necessary steps t? plug laophales in tbPf p* 
Dm@W curement procedure to avoid delay in procurement of stores in 

future. - ---._ -_ _ _ - -- I---̂ ---- 



7 I .  19 Dapartmcnt of Supply The Cammittee And no justification for continuance by the Medi- 
cal Stores Depots manufacture of certain uneconomic items which 
are ordinarily available at cheaper rates from the trade. The Com- 
mittee note that the assistance of National Industrial Development 
Corporation and World Health Organisation has been sought with a 
view to modemising the existing factories and to study the range 
of product, which could be taken up for manufacture consistent 
with modern trends in medical practice. The Committee suggest 
that Government should examine the ewnomics of manufacture d 
all the items under production at present after comparing the cost 
of manufacture with the prevailing market prices. g 

GMCTPM)-LS 11-2023 (Aii) LS4-11-71-1250. 




