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INTRODUCTION

I, the Chairman, Committee on Public Undertakings having been
authorised by the Committec to present the report on their behalf, present
this Forty-seventh Report on Modern Bakeries (India) Limited.

2. This Report of the Committee is based on the comprehensive apprai-
sal of the working of Modern Bakeries (India) Limited as contained in the
Report of the Comptroller and Auditor General of India for the year 1970-
71—Union Government (Commercial) Part VIII—and also on an exami-
nation in depth of the working of the Modern Bakeries (India) Limited.
upto the year ending 31st March, 1973.

3. The Committee on Public Undertakings took evidence of the repre-
sentatives of the Modern Bakeries (India) Ltd. on the 10th and 12th
October, 1973 and of the Ministry of Agriculture (Department of Food) on
the 2nd and 3rd November, 1973.

4. The Committee on Public Undertakings considered and finalised the
Report at their sitting held on the 12th March, 1974.

5. The Committee wish to express their thanks to the Ministry of
Agriculture (Department of Food), the Modern Bakeries (India) Ltd. and
labour unions for placing before them the material and information they
wanted in connection with the examination of Modern Bakeries (India)
Ltd. 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.
6. The Committee also place on record their appreciation of the assist-

ance rendered to them by the Comptroller and Auditor General of India
in connection with the examination of the Modern Bakeries (India) Ltd.

SUBHADRA JOSHI,
Chairman,

Committee on Public Undertakings.

New DeLHI;
March 21, 1974,
Phalguna 30, 1895 (Saka).
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I i
INTRODUCTORY

A. Historical Background

1.1. A study of the Indian Baking Industry was made in 1964 by an

expert under the Colombo Plan. The terms of reference for the study

were: — o

“(a) To assess potentialities for increased production, consumption

and marketing of bread and bakery products so as to increase
diversification of the average diet.

(b) To assess the scope for the production and utilisation of nutri-
' tionally enriched bread and bakery products.

(c) To render advice on the lines of development needed for in-
creasing the efficiency of production, improvement of quality

and modernising the techniques of productions of bread and
! bakery products.”

1.2. The expert, after studying the essential features governing bread
production during the period from 24th July, 1964 to 2nd September, 1964,
submitted a report to the Government of India in October, 1964. A sum-
mary of the recommendations made in the Report is contained in Appen-
dix 1. The principal recommendations were as follows:—

(a) As a first step plant bakeries should be established in major
cities. ‘

(b) The production of bakers yeast must be increased and new
factories should be decentralised to provide an assured supply
of yeast to all parts of the country.

(c) The flour milling industry must be equipped to mill a greatly
increased production of fine flour for bread making.

(d) Some foreign exchange must be made available for the impor-
tation of the machinery essential to the bread making, flour
milling and yeast industries.

(e) The technical training of bakers in food polytechnics must be
assisted by the provision of adequate equipment which will
enable the demonstration of modern bread making methods
and the use of machinery. Courses must be designed to show
bakers the practical implications of their study.
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(f) The use of bread in school feeding programmes should be en-
couraged.  Consideration should be given to fortifying such
bread with added protein, vitamins and minerals such as multi-
purpose food, to give an attractive and palatable product.

(g8) No reliable figures were available with respect to the total
production of fine flour apd bsead and the number and
production capacity of the bakeries in India. This information
should be collected amd published in the appropriate publica-
tion, |

1.3. On the basis of the above recommendations, the Government of
mdia formulated a project in June, 1965 for the establishment of six
automatic bakeries, one each at Calcutta, Madras, Bombay, Delhi, Ahmeda-
bad and Cochin.

1.4. From the quotations received in January/February, 1965 from
Australia, U.K, and Germany, the Australian equipment was found suitable
by a delegation which visited Australia. The Australian Government
agreed to bear the entire cost of equipment worth Rs, 67 lakhs (post
devaluation) for establishing the fully automatic bakery Units in all the
six places under the Colombo Plan. Government was to meet the local
costs on construction of buildings, staff, etc.

1.5. While the project for setting up these Bakeries was under comnsi-
deration, the Canadian Governnient also indicated their intention to provide
a few units on grant basis under the Colombo Plan. It was decided by
the Government of India to accept their gist of equipment for setting up
three more automatic bakerics. The cost of equipment was estimated at
6,00,000 Canadian Dollars or approximately Rs. 45 lakhs. Government
initially decided to locate the three units at Kanpur, Hyderabad and Chandi-
garh, but sobsequently it was decided to locate the plant assigned for
Chandigarh at Bangalore.

1.6. Government approved the Project for tha Australian Units on 5th
July, 1965 and for the Canadian Units on 10th November, 1966. A
company under the name “Modern Bakeries (India) Ltd.” was registered
on Ist October, 1965 to manage these bakeries with an authorised capital
of Rs. 1 crore.

1.7. The Undertaking has so far set up 9 bakery units with automatic
equipment for production of fortified and enriched bread in the cities of
Ahmedabad, Bangalore, Bombay, Calcutta, Cochin, Delhi, Hyderabad,
Kanpur and Madras at a total cost of Rs. 405.98 lakhs inclusive of the
cost of Plant and Machinery.
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1.8. The capacity of each of thesé units—except those at Bombay and’
Calcutta is 30,000 standard loaves of 400 gms. 'per day while the capacity
of the units at Bombay and Calcutta is double the capacity of other units.
i.e. 60,000 loaves per day.

1.9. The bakeries started functioning between January, 1968 and April,.
1970 as per details below: —

Austrfzrl';gn Date of comnn‘ssz'qm’ng
1. Ahmedabad . . . . . . . . 1-4-7968
2. Bombay . 2-I-1968
3. Calcutta . . . I-4-1970
4. Cochin . 1-5-1968
5. Delhi . 1-6-1968
6. Madras . . . 15-1-1968
Canadian
7. Bangalore . . . . . .1-2-1970
8. Hyderabad . Ve . . . . 1-9-1969
9. Kanpur. . . . . . . 19-II-I969

B. Achievement of Objectives

1.10. The main object of setting up the bakery units was to assist in
the development of the bakery industry in India on sound and scientific
lines, besides enabling expansion of production for meeting the increasing
demand arising out of urbanisation, industrialisation, increasing population
and changes in dietary habits. Thcse Units were designed to serve as
models for economical production of bread and were also intended to help
in introduction and popularisation of enriched and fortified bread (supple-
mented with vitamins, protein, rich groundnut flour and other nutritional
materials) for raising the level of nutrition in the country. In the rice
eating arcas, the bakeries were intended to lessen the oonsumption of ricc
and help the diversification of the dict, achieving better nutrition at the
same time.

1.11. In its report, the Administrative Reforms Commission had sug-
gested that Government should make a comprehensive and clear statement
on the objectives and obligations of Public Undertakings. This recom-
mendation was accepted by Government and the Bureau of Public Enter-
prises, Government of India, vide their letter No. 9(156)/70-BPE(GMI)
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«dated 3-11-1970, asked all Government companies to formulate a statement
-of their objectives/obligations clearly, if not already done, and communicate
the same to Government. The Management accordingly submitted a note
-on-the obligations and objectives of the Undertaking to the Board of Direc-
tors on 24-9-1971. After its approval by the Board, the note was for-
warded to the Ministry in December, 1971. In March, 1973, the Minis-
try asked the Undertaking to review the list of objectives and obligations in
the light of their observations and submit a revised list duly approved by
the Board. The undertaking has since revised the list of objectives and
.obligations. ‘These have been approved by the Board of Directors on Sth
‘September, 1973. The revised objectives are as follows: —

4. Non-Fimancial objectives:

(1) To manufacture wholesome and nutritious bread and other
bakery products under hygienic conditions for supplying to
general public, institutions and Government sponsored pro-
grammes at reasonable prices and thus be of assistance in im-

proving the dietary/standards of people and popularise the
distribution of convenience foods.

(2) To promote the manufacture of indigenous plants, equipments,
chemicals and other raw materials required for manufacture of
bread and bakery products and to set up such anciflary indus-
tries as may be necessary for sustaining the production and
growth of bakery industry.

K. Financial objectives:

(1) To pay a dividend of not less than 6 per cent on the capital
invested by the Company on comtinuing basis after the first
five years of operation.

(2) To earmark every year profit equal to 4 per cent of the share
capital for expansion programmes.

(3) To price the product with reference to the actual costing and
to be competitive with the price of similar products in the mar-
ket and simultaneously ensuring adequate returns on capital
invested and for other developmental work.

(4) To pay wages to the employees keeping in view the wage
' structure Policy as declared by the Central Government to be
applicable to Public Sector Enterprise.

(5) To meet 40 per cent of the total cost on the setting up ot
new bakeries and other expansion projects from internal sources
of the Company, the rest of the balance capital to be provided
by the Government. 1
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'1.12. Government’s decision on the revised objectives and obligations
is awaited. - o
1.13. During the course of evidence of the Undertaking, the Committee-
enquired as to how far it had been able to achieve its objective specially-
in respect of supply of bread to the weaker sections of society, industrial
workers, etc. The Chairman of the Undertaking stated: —

“The rated capacity of the Company’s installed units including those-
units situated in rice eating areas are being fully utilised at
present. The prices of the Company’s product have not been
increased for the last four years and is considered to be very
reasonable. In comparison to prevailing prices of the other
ready-to-eat foods, the price of Company’s products are
amongst the lowest and this has placed the Modern Bread
within easy reach of the weaker sections of the society. In-
creasing use of Modern Bread is being made by the Industrial’
Canteens, Nutrition Programme and Hospitals. The figures on:
the basis of a recent analysis are as follows: —

Hospigals

5:72%
Army and Navy 2:03%
Other institutions including Industrial Canteens . .1°58%
Percentage of Institutional sales to total sales . . .9°33
Percentage of social welfare sales to total sales . .48°04
Percentage of school feeding sales to total sales .2°23

1.14. It was also stated that the bread meant for social welfare pro--
gramme was going to slum areas and to the weaker sections for distribution
to small children through Municipal Corporations and State Governments.
The Undertaking had appointed their own dealers in slum areas. The
Chairman of the Undertaking assured the Committee that he would per-

somally look into the matter and see that modern bread was made available
in these localities.

1.15. During the course of evidence, the Secretary of the Ministry also:
stated that so far as vulnerable sections of the society were concerned, the
Undertaking had been supplying adequate quantities of bread. The sales.
under the Social Welfare programmes had increased from 6.25 million
loaves in 1970-71 to 52.97 million loaves in 1972-73 which was also going
to the urban slum areas and the tribal areas.

1.16. In reply to a question as to whether there was any arrangement
for distrituting bread through the canteens so that industrial ‘work?rs could
get nutritious bread, the witness stated that bread was being distributed’
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‘through various centres. In Madras, for instance, these were 334 retail
"points and out of these, 57 were situated within one Km. of the slum arcas
and industrial colonies and 30 centres were within a furlong of these areas.
He further informed that more retail shaps were being opened in such areas
-and higher priority was being given to the 'weaker sections of the society.

1.17. The Committee enquire¢t whether there was any possibility of
making bread out of ‘jowar’ or any other foodgrain which was cheaper
than wheat and which could be purchased and consumed by weaker sec-
‘tions of society. The Chairman of the Undertaking assured “we shall try”.

1.18. To a suggestion whether it was possible to make available the
‘bread in smaller packets of a few slices so that the poorer classes could
afford to purchase them, the Secretary of the Ministry stated that they had
already given thought to this. If thcy made a smaller package, the cost
would go up, apart from reducing the overall capacity. In his opinion
the better solution to this problem was to make buns of 50 grams which
‘would be cheaper. If once the demand for buns picked up, the require-
ment of the people would be much better met by Buns rather than by
cutting the size of the bread which. might not turn out to be an economic

proposition. ‘

1.19. The Committee note that the main object of the Undertaking is
‘to manufacture wholesome and nutritious .bread and other. bakery
‘products under hygienic conditions for supplying te general public,
institutions and Government sponsored programmes at reasonable prices
‘and thus be of assistance in improving the dietary standards of people
and popularise the distribution of convenience foods. They find that the
.Undertaking had marketed 1055.76 lakhs of standard loaves during
1972.73 out of which sales under the Social Welfare Programme accounted
for 259.68 lakhs of standard loave o.e, 50.17 per cent of thc total sales,
which according to the Ministry go to the urban slum .areas and the
tribal areas. The Committce are not sure as to how far the bread sold
by the Undertaking is actually available to the weaker sections of the
Society living in Jhuggi Jhompri, industrial and other areas. They re-
commend that the Undertaking should examine the feasibility of produc-
ing cheaper type of breadbuns in suitable smaller size and to ensure
adequate arrangements for its distribution so as to be within the casy
reach of the weaker sections of the soclety.

1.20. The Committee find that the Board of Directors had revised the
list of objectives and obligations on 5th September, 1973 but Govern-
ment have not yet given their decision on the revised objectives. The
.Committee desire that Government should finalise this matter soon.
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1|
CONSTRUCTION AND COMMISSIONING

A. Project Estimates

2.1. The table below gives the details of estimates as indicated in the
Detailed Project Report, as revised by the undertaking ijn December,
1967 and the actual expenditure upto 31st March, 1973 relating to the
nine bakery Units set up by the Undertaking:

(Rupees in lakhs)

Original Estimates as per Detailed Revised Actual Exces: (+)

Project Reports Bstimates expendi- saving(—)
(Dec. 67) ture upto Over re-
Australian Canadian Total March,  vised esti-
units units 1970 mates
I 2 3 4 5 6 7
1. Land . 17-50 4° 50 15°00 2437 15:34 (—) 90
2. Buildings . 1750 2550 4300 93°76 95-92 (—) 216
3. Bakery Plant 4150 45°00 86- 50 13720 181:67 (i) 4447
4. Local Equipment 6-00 450 10° 50 16° 60 16-56 (—) ©0'04
5. Ancillary services .. .. 2748 14-61 (—) 12-87
6. Furniture and Office
equipment . .. .. 475 8:07 (+) 332
7. Delivery Van 15° 10 8 10 2320 2660 38:81 (4)12-21
8. Prec-operative . .. 1267 (—) 12:67
9. Contingencies . .. .. 6-8s .. (=) 6-85

10. Working capital 42°00 21°'00 63° 00 19°7§ 35°00 (1) 152§

‘ToTAL: 13260 108- 60 241°20 37003 405-98 () 3595

NoTeE.—The revised estimates of December, 1967 included a provision of
Rs. 42.22 lakhs for a single line unit at Calcutta, whereas the figure of

actual expenditure as on 31-3-1972 includes an amount of Rs. §3.21 lakhs
incurred on setting up both the lines. It has been stated (July, 1973) by
the Management that additional expenditure for putting up the double line
at Calcutta would work out to Rs. 18.36 lakhs on the setting up of the
single )ine bakery.



8

2.2. It is seen that the estimates for the nine bakery units increased
from Rs. 241.20 lakhs to Rs. 370.03 lakhs. The following reasons were
assigned by the Management for, escalation of project estimates:—

Bakeries set up with Australian Assistance.

(a) There was abnormal rise in prices of land, building materials
and indigenous equipment and cost of labour since 1964
when the project estimates were first prepared.

(b) The cost of bakery plant increased from Rs. 41.50 lakhs to
Rs. 71.27 lakhs mainly on account of devaluation and partly
on account of fully automatic equipment being supplied ins-
tead of semi-automatic one.  The change over from semi-
automatics to fully automatic bakeries also increased the plinth
area of the buildings, to be constructed from 10,000 sq. ft. to
20,000 sq. ft. per bakery.

(c) No provision was made in the Detailed Project Report for
ancillary equipment and services, customs duty, pre-operative
expenditure, etc. It was assumed that the equipment would
be exempt from the payment of customs duty.

Bakeries set up with Canadian assistance

(a) Increase in the cost of buildings and local equipment owing
to rise in prices (Rs. 8.13 lakhs).

(b) Non-provision of customs duty (Rs. 12.36 lakhs).

2.3. The increase in actual expenditure upto 31st March, 1973 under-
‘Bakery Plant and ‘Delivery Van’ was 32.4 per cent and 46 per cent
respectively over the estimates approved by the Board for these items.
The increase in expenditure over the Bakery Plant is stated to be C_iue. to
(a) provision of second bakery line (Rs. 15.5 lakhs), (b) capitalisation
of the pre-operative and contingency expenditure of about Rs. 15 lakhs
and (c) general escalation of prices between 1967 an.d 1972. .As tlt:-
gards Delivery Vans, the increase was mainly due to increase in the
number of vehicles purchased for organising direct distribution system
in place of indirect distribution system originally envisaged at some of the
units.

2.4. The increase in the cost estimates was also par’tl’y due to the
non-materialisation of the synchronisation of the training programme
undertaken by the Undertaking, as a result of delay in the commissioning



9

of the plants. Based on the training programme frathed, the Undertak-
ing recruited in June|August, 1966 the following staff so that the officials
would complete the training by the time Australian plants were installed:

1. Production-cum-General Manager . . 6
2. Maintenance Engineer 6
3. Shift Superintendents (1
4. Head Bakers . . . . . . . . 6

2.5. After completion of traiming, the officers were posted to the
various Units in the first week of December, 1966 which was much
ahead of the date of commencement of erection of machinery and|or
date of commissioning of the plants, vide details given below:—

Units Date of Joining the Date of commence- Date of commission-
officers (After comple- ment of erection of ing of the plaats.
tion of training) machinery.

Ahmedabad . . First week of De- 30-13-1967 1-4-1968

cember, 1966.

Bombay . . Do. August, 1967 2-1-1968

Calcutta . . Do. 2-12-1969 1-4-1970

Cochin . . Do." 15-2-1968 1-5-1968

Delhi . Do. 1-4-1968 1-6-1968,

Madras . . Do. . 3-10-67 15-1-1968.

2.6. The capitalised pay and allowances of the personnel for the
period ranging from 13 to 40 months from the date of joining (after
completion of training) to the date of commissioning amounted to
Rs. 4.32 lakhs. -

2.7. Asked whether the training programme was drawn up on the
basis of realistic target dates of completion of the various units, the
undertaking stated as under:—

’ “The recruitment of technical staff is to be viewed with reference
to the then prevailing circumstances. The establishment of
big automatic bakery plants was taken up in the country for

- the first time. As such after the requisite training it was con-

sidered necessary to associate the staff in the initial setting up

of the factories.”

2.8. The revised estimates were approved by the Board of Directors
on 7th December, 1967 but approval of Government was still awaited.

3742 LS—2
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2.9. During the course of evidence, the Committee enquired the
reasons for the Government not taking into account the known factors
such as non-provision of ancillary equipment and services, customg duty,
pre-operative expenditure etc. at the time of approving the original
estimates. In reply, the Secretary of the Ministry stated:—

“A very rough idea of the cost of the 9 units was framed in con-
sulation with the Australian experts who had visited India and
the Catering Adviser to the Department of Food. On the
basis of these estimates a very small provision of Rs. 5,700
was made for sundry equipments, though in the detailed note
which we had submitted to the Cabinet we had stated that
there would be some expenditure on ancillary equipment.
Subsequently, when we again went to the Cabinet, we
mentioned that the prices had gone up as a result of devalua-
tion, so far as the Australian Units were concerned, and the
revised idea of the cost was indicated to the Government.
It is true that these estimates had not taken into account the
customs duty and the ancillary equipment though there was
some indication that there would be some increase on that
account. There is nothing on record to show why the cus-
toms duty factor was not included, but it would appear that
since this was a gift from the Australian Government and the
Canadian Government to the Government of India, it was
thought that possibly there would be no element of customs
duty. But then this was found to be there. ... The Undertaking
must have thought that since it was a Government to Gov-
ernment deal, customs duty might not be there.”

2.10. As regards the reasons for not taking the approval of Govern-
ment for the revised estimates the Committee were informed by the
Undertaking that the revised project estimates were approved by the
Board of Directors in their 7th meeting held on 7th December, 1967.
Action for procurement of plant and machinery etc. (valued at
Rs. 125.07 lakhs as on 1st April, 1973) for all the projects included in
the revised estimates was taken by the Department of Food, after getting
clearance from the D.G.T.D, and the Department of Economic Affairs.

2.11. During the course of evidence, the Committee were informed
by the Secretary, Department of Food that the undertaking did submit the
revised estimates to the Board of Directors on 7th December, 1967 but
unfortunately there was nothing on record to show that the Board of
Directors submitted the revised estimates to the Ministry nor was there
any record to show that the Ministry had received these estimates. The
only reason could be that at time and subsequently for quite some time
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the Secretary to the Government in the Food Department happened to be
the Chairman of the Undertaking and the Deputy Secretary in the Depart-
ment happened to be the Managing Director. Tt wag stated that indirect-
ly the approval had thus been given by the Ministry, but thc formality
of send‘mg the estimates to Government for approval was lost sight of.
It was also added that now that this matter had come to the notice of
the Ministry, they would rcgularise the technical defect and sanction the
revised estimates before the end of the financial year.

2.12. The revised estimates of December, 1967 included a provision
of Rs. 42.22 lakhs for a single line unit at Calcutta, whereas the figure
of actual expenditure as on 31st March, 1972 included an amount of
Rs. 53.21 lakhs incurred on setting up both the lines. It was stated
(July, 1973) by the Management that additional expenditure for putting
up the double line at Calcutta would work out to Rs. 18.36 lakhs on the
basis of the average cost of Rs. 34.85 lakhs incurred on the setting up
of the single line bakery. The Board was authorised to undertake works
of capital nature in advance of the preparation and approve of D.P.R.
not exceeding Rs. 15 lakhs in terms of Article 119(1) (b) of the
Articles of Association of the Undertaking. The Committee enquired the
reasons for taking up the work of the double line at Calcutta without
obtaining prior sanction of Government for the revised estimates.

2.13. The Chairman, MBL stated that the approval of the installation
of second line at Calcutta was accorded by the Board of Directors on
1st April, 1968 and the Government were accordingly informed on 8th
April, 1968. The order for the import of second line of production was
placed by the Government after getting it cleared from D.G.T.D. and
the Department of Economic Affairs. Thus the setting up of a double
line bakery unit at Calcutta had the tacit approval of the Government.
The witnesses, however, admitted that it was beyond the powers of the
Board to sanction expenditure of more than Rs. 15 lakhs.

2.14. As regards the reasons for not taking approval of Government
for incurring expenditure of more than Rs. 15 lakhs, the Ministry in the
post evidence reply informed the Committee as follows:—

‘Originally the proposal was to set up a single line unit in
Calcutta. Subsequently in April, 1968 the Undertaking de-
cided that in view of the large demand for bread in Calcutta
it was necessary to set up a double-line unit in that city. The
Australian authorities had also indicated their willingness to
supply a double-line unit for Calcutta. It is in these cir-
cumstances that the Undertaking had taken action for setting
up a doudble line unit in Calcutta. They had not, however,
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taken specific approval of the Government for incurring an
expenditure of more than Rs. 15 lakhs as required under the
Articles of Association, -

The Undertaking has been asked to indicate the circumstances im
detail under which prior approval of the Government was not
taken for incurring the expenditure along with details of the
expenditure incurred for Government’s examination, =action
and regularisation.”

2.15. The Committec note that one of the reasons for the revisiom
of the estimates for setting up of 9 bakery units from Rs. 241.20 lakhs
to Rs. 370.03 lakhs was non-provision of ancillary equipment and services
customs duty, pre-operative expenditure etc. in the Detailed Project
Report. The Committee regret to point out that in spite of their repeated
observations that the original estimates should be prepared by Undertaking
and approved by Government after taking into account all known
factors, these estimates had not included even provision of .ancillary
equipment and services, customs duty, pre-operative expenditure etc. in
the Detailed Project Report with the result that true picture of the cost
likely to be incurred un the project was not available.

2.16. The Committee also find that there was an addifional expendi-
tore to the extent of Rs. 4.32 lakhs because of the training and posting
of some of the officers much ahead (13 to 40 months) of the date of
commissioning of the plants. The Committee recommend that there
should be proper planning and strict control should be maintained over
expenditure to ensure that therc was no wastage or avoidable expenditure
on the setting up of the various units.

.2.17. The Committee are also surprised to find that although the
revised estimates were approved by the Board of Directors in December,
1967 these have not been approved by Government even after lapse of
six years. The Committee take a scrious view that the Undertaking
incurred additional expenditure on these unmits to the extent of 68 per
cent of the original estimates amounting to Rs. 164.78 lakhs although
any variation of 10 per cent or above the approved estimates for any
particular component part required prior approval of Government.

2.18. The Committee note that in the case of Calcutta Unit the
Undertaking incurred expenditare on the setting up of double line without
specific approval of Government as required under the Articles of Asso-
clation. The Committee recommend that the reasons for incurring
suach large unauthorised expenditure by the Undertaking without approval
of Government should be looked into and responsibility fixed. ?
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2.19. The Committee would also like in this connection to draw the
attention of Government to paras 1.7 and 1.9 of the Fiftieth Report of
the Public Accounts Committece (Fourth Lok Sabha) on New services
and New Instrument of Service and stress that effective action should be
taken by the Government to implement the recommendations and take
prior approval of Parliament in case of substantial revision. That re-
commendation was reitcrated by this Committce in para 2.20 of their
39th Report (1972-73) on Pyrites, Phosphates and Chemicals Ltd. The
«Committee also expect that while examining the question of according
approval to rcvised estimates, Government would seriously consider s
effects on the e¢conomics of the Projects. The Committee feel that where
the economics of the projects are adversely affected as a result of revised
estimate of capital expenditure, thc matter should be specifically brought
to the notice of Parliament without delay.
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2.21. In this conpection, the following features deserve mention:—

(a) In respect of a majority of the Units, target dates of com-
pletion of erection of machinery were not available. In its
absence, it was not possible to analyse the delay, if any, in
respect of erection of machinery and commissioning of plants.

(b) In the case of civil works, target dates of completion had
been laid down but the actual dates of completion were not
available in respect of five umits.

2.22. It is seen that while in the case of Canadian units there was
delay of about 2 months in commissioning from anticipated dates of
comiissioning of the plants, in the case of Australian umits, the delay
ranged from 5 to 12 months except in the case of Calcutta Unit whera
the delay was as much as 33 months. It was reparted to the Board on
12th September, 1966 that, according to the estimate of Austrelian
expert, it should take approximately 12 weeks to commission Type ‘A’
Bakery.

2.23. The Committee enquired the reasons for revising the dates of
the completion of civil works and for not fixing the realistic target dates
in this regard.

They were informed that the target dates fixed for these units were
realistic, as pormally five months are taken for constructing a building
of approximately this plinth area. The work was eatrusted to the State
P.W.D. and C.P.W.D. who were expected to carry out:such work within
four or five months: However, the targeted dates for the completion of
civil works were revised after the administrative approval was conveyed
to the executive . agenciss. Although the targeted dates did not form
part of the administrative -approval, of the work; a.close watch was kept
for early -completion of-the civil works.

'2:24. In replyito’a question whetHer ‘any ‘progress rcports were ob-
tained by the Undertaking from these agencies and the reasons given by
these agencies for delay in completion of waik,, the witness stated :—

. Partddlceﬂ progress/expenditure reforts were ‘received by the
Company ftom ‘'CPWD/State WD/other agencics to whom the

*work 'was ‘énitiusted. Wherever there used to be  any delay

" repinders used 10 be Hsued by the Head Office of the Com-
-pany for. efpedlﬁng thé ‘work ‘and meeting used to be held by

‘¥He Managing Director ‘with the Chicf Engincer/Superintend-
: ing Enghuders of the executive agdncucs to expedite the efforts
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used to be made to solve the cause for the hindrance in execu-
tion. Where hindrances were natural such as heavy rains and
labour troubles, there the work actually got delayed.”

2.25. During the course of evidence, the representative of the
Undertaking informed the Committee that the estimated dates of com-
pletion of erection of machinery were directly connected with the com-
pletion of civil works. As the CPWD, the PWD and other agencies who
had to complete the civil works could not cope up with the schedule, the
Management made all possible attempts to concentrate on getting this
work expedited. The progress of civil works was regularly reviewed and
arrangements for commencement and completion of erection of machi-
nery had also to be reviewed and adjusted accordingly from time to time.
Strictly speaking civil works were deemed to be completed only safter the
issue of formal completion certificates by the construction agencies,
which have not been issued in most of the cases uptodate, in spite of
taking up the nmatter with the various officers of the construction
agencies.

2.26. Asked as to how a watch could be kept or control exercised on
the completion of the project as per schedule when there was no schedule,
the witness stated:

7. “T admit that there was no schedule and there was no correct

" planning, but a rough scheduls was there in the sense that the
building should come up within five to six months and the
erection should come up within about three months. That
rough schedule was: there. So, accordingly. the Managing
Director had issued at that time imstructions to the project
officers already appointed, and then there were regular and
frequent visits and we used to get these reports and we have
checked up also the weekly progress reports of the actual
constructions, and from that some sort of check was kept.”

2.27. In reply to a question, the Committee were informed that the
delayineommhsioningotthephnuwumdiﬂydnetodduyineom-
pletion of the civil works. The first 5 bakery units were commissioned
within 2-1/2 years of the formation of the Company and the remaining 4
units were commissioned within the next two years. During the course
of evidence, the Secretary of the Ministry admitted that modern methods gnd
procedurewetenotadoptedatthutimemdtheurgetdatesornme
schedules were not fixed. The Undertakings had been asked to adopt
all these methods and fix targets.
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2.28. The Committee regret to note that there has been delay in the
construction and commissioning of the nine bakery units set up by the
Undertaking ranging from 5 to 33 months as compered to the amticipat-
od dates of commissioning. They are surprised to find that in respect of
the majority of units, target dates of completion of erection of machinery
'had not been laid down to watch the progress in the erection of machinery
and commissioning of the plants. It was admitted during evidence that
there was no schedule and planning in depth. The Secretary of the
Ministry stated that the Undertaking had been asked to fix precise sche-
'dules ang targets and to adopt modern methods to watch the progress of
«construction, erection, commissioning etc. The Committee desire thet
Tor the units to be set up by the Undertaking in the Fifth Five Year Plan,
detailed schedules for construction, erection and commissioning should
be prepared keeping in view the past experience. There should be effec-
‘tive suprvision and check at all levels to see that these schedules are
.adbered to. There should be close linison between thc Management and
-Government so that assisiance and guidance are readily available to re-
solve any difficulties and hurdles which may come up in the way of ad-
herence to targetted schedule. The Committee would like to be inform-
ed of concrete measures which have been taken or are mow proposed to
‘be taken by the Undertaking/Government to achieve the above objective.

Delay in Setting up of Calcutta Unit

2.29. In the case of Calcutta Unit it had been stated that the in-
ordinate delay in commissioning of the unit was mainly due to the change
of the initial site which was found unsuitable. The Committee were in-
formed that for setting up a bakery unit at Calcutta, Belgachia site was
.originally selected by the Board of Directors on the teohnical advice of
the then Catering Adviser to the Government of India, as this was the
.only site available at the time near the city having alrcady been allotted
for setting up a Food Polytechnic.

2.30. In regard to the selection of unsuitable site, the Chairman of
the Undertaking stated during evidence as under:—

“During the sixth meeting of the Board of Directors held on 17th
August 1967 when the cause for the delay of the execu-
tion was brought to the notice, the members desired that the
suitability of the site may be reassessed as it was pointed out
that the work was held up due to accummulation of rainy
water,

Another site at Taratola Road was selected and a case was put
up before the Board of Directors in the ninth meeting held
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on 1Ist April, 1968 and detailed reasons for unsuitabilty were
expalined therein. Due to the change of site, Financial
Adviser desired for investigation and fixing responsibility.
The case was discussed in the 12th meeting of the Board of
Directors held on 11th November, 1968 and the Board
decided that looking to the circumstances explained there was
no other alternative except to approve the Belgachia site at
that time. It was also agreed by the Board that the change
of site at the later stage would also be beneficial in the long
run and the infructuous expenditure occurred due to change
of sitc would be very much less than the total savings resulting
from the change in site.

2.31. The witness further infomed the Committee that the then
Managing Director of the Undertaking inspected the site but mo notes
of inspection by him were available on the records. He stated that that time
Deputy Secretary of the Ministry was the Managing Director and the
Secretary, Department of Food was the Chairman of the Undertaking.
All this work was done by the Ministry itself,

2.32. As regards the present position of the claim of Rs. 75,000
having been received by the Undertaking from the contractor, the represen-
tative of the Undertaking informed the Committee that ‘the case is still
pending and arbitration award has not been received’.

2.33. During the course of evidence, the Secretary of the Ministry
informed that the main reason for delay for the setting up of the unmit at
Calcutta was the change of the initial site i.e. Belgachia site. It was
with the assistance of thc West Bengal Government that the land at
Belgachia was made available, At that time no other land was available
in Calcutta, It was the State Government’s land, At that time it was
known that thc land was soft and low but in monsoon it was found that
the water logging was beyond theiy expectation. Fortunately, later on the
State Government offercd another land at Taratola which was a better
land and it was thought to be an economical proposition to shift to that
place. Therefore, it was decided to set up the plant at Taratola despite
the undertaking having spent:about Rs. one lakh on fhe Belgachid site.:

.2.34. The Committe¢ are ‘Surprised fo find' that in spite of the fact
that Belgachia site was Known to' be soft mii!”i(j"w and water logged during
the monsoon seasom, it was selected by the Board of Pirectors on the
technical advice of the Caterin Adviser to the Govmem of India and
an expenditure to the ‘extent of a lakh of rupees had to be incurred om
the site which ultimately proved fo be infructuous. The Committee wish
to record their unhappiness, at the hasty decision with which the Belgachia
gite was selected and later abandoned.. ‘ .
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C. Expansion Programme

2.35. According to the Annual Report of the Undertaking for the
year 1971-72, the following expansion programme was envisaged:——

(a) Establishment of three medium size bakery units to be located
at Chandigarh, Ranchi, and in Jammu and Kashmir.

(b) Addition of the second line in the plant located at Delhi.

(c) Establishment of two roll making plants at Bombay eand
Calcutta,

d S?tting up of one biscuit plant and one yeast plant of the capa-
city of about 1,200 toanes per annum in the Fifth Five Year
Plan,

2.36. The work relating to the preparation of feasibility study reports
in respect of the medium size bakery plants proposed to be located st
Chandigarh, Ranchi and in Jammu and Kashmir was entrusted in June,
1971 to the National Industrial Development Corporation Ltd. on pay-
ment of a consolidated fee of Rs. 15,000.

2.37. The National Industrial Development Corporation Ltd. sub-
mitted the report in respect of Chandigarh in October, 1971 snd reports
in respect of Ranchi and Jammu and Kashmir in November, 1971.

2.38. The Ministry informed Audit in June, 1973 that approval of
Government for the plants proposed at Chandigarh, Ranchi and Jammu
and Kashmir was accorded in September, 1972. However, no sanction
had been issued so far. ' ‘

2.39. The Committee enquired the basis for selection of :Chandigarh,
Ranchi and Jammu -and Kashmir for locating the bakery'wnits. They
were informed that the Undertaking had not made any detajled study of
the ‘Overall’situation of the bread sequiremient, in the country at. that stage.
Only a rough survey was underfgting which indicated that fh_q dﬁ;nqnd
for bread was to go up by 8 to 10 per cent every year. The selection
of the centres was mainly based on’“the’ réconihtendationis received from
various State Governments By the Government ' of 'In@lﬁf “The Undertak-
fag had also carried ‘out preliminary rittirket.'Studies “at ‘these centres be-
fore the feasibility study was entiusted to N'LIC. 41 Juns;1971. The
N.LD.C: ‘submitted its reports in respect o6f Chandigarh- i October,
1971 #nd in respect of Rarichi ‘and Jammm' ' and Kashmir“in November,
1971. Théir report indicated 'ﬂm’t"th'c proposed pldmg would require
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a total capital investment of Rs. 17.84 lakhs, Rs. 16.50 lakhs and
_ Rs. 17.74 lakhs for Chandigarh, Ranchi and Jammu and Kashmir res-
pectively. The gross return on the total fixed capital averaged over 10
years worked out to 10.84 per cent, 11.94 per cent and 8.85 per cent in
‘Chandigarh, Ranchi and Jammu and Kashmir respectively. The break-
pven point was estimated to be 76 per cent of the rated capacity in case
_of Chandigarh and Ranchi and 78 per cent in case of Jammu and
Kashmir. These findings given in the feasibility report justified setting
.up of the plants at these centres.

\

240. As to the reasons for the delay in issuing the sanction of
. Government for the plants proposed at Chandigarh, Ranchi and Jammu
and Kashmir, the Committee were informed that ‘since the demand
pattern for bread had undetgone a comsiderable change since 1971, a
detailed market survey was carried out at Chandigarh and Ranchi’ On
the basis of this survey, it was decided to put up standard size plants at
.Chandigarh and Ranchi in' place of medium size plants originally en-
. wisaged. ’ o B

The revised project reports had been approved by the Board of

- Directors on 5th September, 1973 and had been submitted to the Govern-
ment for approval.  According to the Report the capital estimate
worked out to about Rs. 60 lakhs each. It was estimated that the plants

at Chandigarh end Ranchi would yield gross return: of approximately

11.00 per cent. It was also stated that all the essential formalities such

as drawing mp of estimates of capital cost, schedule of construction etc.

-had been completed before action was taken to set up the projects. The
. Committee were further informed that ‘necessary steps for constructing
the bakery building at these locations had also beem initiated and work

had been awarded to conmstructing agencies at both these locations’. The

. Government of India had placed orders for the plant and equipment
. with the Australian Government. The Chandigarh and Ranchi plants

were expected to go into production by the end of 1974.

2.41. Asked whether it was regular to incur expenditure without
_ganction, the Secretary of the Food Department stated during evidence
. as follows:—

“If you take a very strict technical view, ‘No’. If you say, it is
a certain ‘advance action’, perhaps one can take a little more
liberal view of it. The basic expenditure will not be incurred
until such time there is a proper sanctiored estimate. In
principle there was the proper sanctioned estimate. In
would be these three umits. In the meanwhile, the Undertak-
ing had taken some advance action and consulted the
architects at Chandigarh.”
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2.42. In regard to the plant at Jammu and Kashmir, the Committec
were informed that the Indian Inmstitute of Economic and Market Re-
search had carried out the market survey for determining the location of
bakery in the State of Jammu and Kashmir. The salient features of this
market survey were that.—

“(a) the total market for bakery products in Jammu and Kashmir
is estimated at 57.27 tonnes per day. The share of conven-
tional bakery products works out to 9.33 tonnes per day;

(b) The daily consumption of conventional bakery products was
more steady in Jammu varying between 3.7 to 4.9 tonnes per
day. In Srinagar Region the demand fluctuation was as much
as 3.4 tonneg in winter and 6.4 tonnes in summer,

(c) The Srinagar market produced over 86 per cent of this de--
mand in the form of conventional products within the city
itself. Although Srinagar is a larger market, Jammu seems
to offer better prospects for a steady production and sale
throughout the year.”

2.43. As regards the present position regarding the setting up of thel
plant at Jammu and Kashmir, the Undertaking stated as follows:—

“The Company have been corresponding with the Government of
Jammu & Kashmir for allotment of land at Jammu & Kashmir
for setting up the plants. The State Government has asked.
the Company to explore the possibility of manufacturing
‘Girdha and Kulcha’ which are local products the know-how
of which the Company does not have. Also the Australian
Government has not agreed to supply a plant capable of pro--
ducing standard size bread loaves as well as Buns/Rolls.
Under the circumstances, the plant originally proposed to be.
set up at Jammu and Kashmir is now decided to be set up at
Cochin and an indigenous bread plant capable of producing
Rolls and Buns is proposed to be set up in the State of Jammu
and Kashmir at a later stage.”

2.44, In regard to setting up of a second line in Delhi, roll making.
plant at Bombay and Calcutta and Biscuit Plant and Yeast Plant, the
Committee were informed that a study for setting up a second line in
Delhi and Roll making plant at Bombay and Calcutta was carried out in
October, 1970. The estimated capital investment on second line of Delhi
worked out to Rs. 24.62 lakhs and the report showed gross profit of about
19 per cent. The estimated cost of the roll making plants worked out as
Rs. 3.37 lakhs each. As regards Biscuit Plant and Yeast Plant, feasibility-
studics had not yet been completed.
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2.45. As regards the progress made in the setting up a second line in
Delhi Unit, the Undertaking informed that the ‘Executive Committee ap-
proved setting up of a second line in Delhi in October, 1970. The plant
had since been ordered in Australia and was expected to be supplied by
the manufacturers by December, 1973. It was expected to arrive in India
by February/March, 1974. In the meantime, the work of the buildings
‘had been awarded.’ It was stated that the present lines of bakery at
Bombay and Calcutta had sufficient demand for bread to utilise the full
oven capacity. To meet thc demand for Rolls, independent lines were
required.

2.46. As rcgards the Biscuits plant, the Committee were informed that
the Institute of Economic and Market Research had been commissioned
for carrying out a detailed survey and location study. The Institute had
-already completed the interviews and the data was being processed.

2.47. The Secretary of the Food Department stated during cvidence
‘that the intention is to prepare protein biscuits which have more nutri-
tional value. Certainly, the price will be less than that of other biscuits.
‘We are not going to make large profit on it as the people in the private
sector do.

2.48. As regards the Yeast Plant, the Chairman of the Undertaking
-stated that as a result of the discussions with the Central Food Technolo-
gical Research Institute, Mysore a technical feasibility report on the manu-
facture of Yeast had since been prepared by the C.F.T.R.I. which was
under consideration.

2.49. The Secretary, Department of Food stated during evidence that
‘we will produce sufficient for our requirement and slightly more to be able
to meet the demand of the people so that it can affect the price in the
market. Today, yeast is selling at about Rs. 6.50 per kg. We think it
should be possible to bring down the price to Rs. 4 per Kg. Then there
_is one more aspect about quality. We would like to set a standard which
others may follow.’

2.50. In regard to expansion during the Fifth Plan, the Secretary of the
Food Department stated during evidence that the proposals for the Fifth
Plan were received by the Ministry in July, 1973. It was tentatively sug-
gested that in the Fifth Plan, there should be six standard units and 12
medium size units which should be converted into standard units and also
put up one Protein Biscuit Plant and one Yeast Plant.

2.51. Asked whether there were any plans to set up units in all State
‘Capitals, the Secretary stated ‘we are doing feasibility studies and market
studies for 32 cities. The idea is that to the extent there is economic
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feasibility we would like to cover States which have so far not been cover-
<d and areas which have not been covered. ...We would first of all like
to see that there is a unit in each State and in more populous areas
where these special programmes were going on, and not merely in a city
which has got the label of the capital of a State. Until the studies
are completed, we will not know the economic viability of each place.’

2.52. Asked about the criterion for selection of sites, it was explained
by the Undertaking that the criterion was basically the likely futurc demand
for bread consumption. Another factor taken into account was the popu-
lation factor. So far the MBL had tried to put up bakeries in cities
where the population was 10 lakhs and above. This had been completed.
Next priority was for cities with five lakhs population and then two-three
lakhs population. The third factor taken into account was the likely
requirement of the Social Welfare programmes. In the 5th Plan the num-
ber of beneficiaries was expected to be about nine million at least half of
which would be fed by the Modern Bakeries. They also wanted to popu-
larise bread in rice eating areas. It was also stated that out of the 32
-centres selected 15 were rice eating areas.

2.53. The Committee find that the Undertaking had formulated a detail-
-ed plan in 1971 for the expansion, setting up of wmits and diversification
of Mts product lines over a seven year period from 1972-73 to 1978.79
including the setting up of three mediom size bakery units to he located
at Chandigarh, Ranchi and Jammu; and Kashmir and the approval of
‘Gevernment for these Plants was accorded in principle in September, 1972.
However, no financial sanction has been issued so far.. The main reason
for the delay is stated to be that the earlier proposal to set up medium
size units has been changed for setting up standard size plants at Chandi-
garh and Ranchi in view of detsiled market surveys carried out at these
places. In respect of Jammu and Kashmir the matter is still stated to be
under the consideration of the State Government.

The Committee view with concern the lack of advance planning and
a detailed market survey in the cemfres proposed for location of these
plants before a decision was taken to set up medium size plants at these
-centres, The Committee feel that a detailed market survey at Chandigarh
and Ranchi could have enabled the Undertaking to have gone in for stand-
-ard size plants even at the first instance thereby obviating the delay im
the setting up of these units at these places. The Committee are surprised
‘that even after a lapse of two years, a firm decision has not been taken
a8 to the type of plant to be put up in Jammu and Kashmir. The Com-
mittee need hardly stress that any delay in setting up of the plants would
only accentuate the already existing shortage of the much nceded bread
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in the country and making the availability of bread at reasonable prices
more difficult.

2.54. The Committee also take a serious view of the Undertaking in-
curring expenditure on the plants to be at set up at Chandigarh and’
Ranchi without a proper financial sanction of Government. The Committee -
fail to understand as to why Government should not have issued advance
sanction. for incurring expenditure upto certain monetary limit pending.
approval of detailed estimates.

2.55. The Committee also find that the Undertaking propose to set up:
a Biscuit Plant and a Yeast Plant in the Fifth Five Year Plan and feasibi-
lity studies in this regardhave already been either initiated or completed.

They desire that decision in regadd to the setting up of these plants should
be finalised quickly.

2.56. The Committee were also informed that during the Fifth Plan
the undertaking propose to set up six propose standard units and 12 me-
dium size units. The Committee feel that the necessary investigations in
regard to these projects should have been completed and well considered
and detailed schemes prepared and decisions taken well before the com-
mencement of the Fifth Plan to obviate the delay in the setting up of these
plants. The Committee would urge that advance action should be taken-
about the precise location and acquisition of land for these units as acqui-
sition of land has taken a lot of time in the past and delayed the comple--
tion of the projects.
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PERFORMANCE ANALYSIS

A. Rated Capacity

3.1. According to the Project Report the rated capacity of each of the
single line bakery was 35,000 standard loaves of 400 gms per day of 24
héurs and that of each of double line bakery was 70,000 standard loaves
of 400 gms. per day of 24 hours. The bakeries at Bombay and Calcutta
are double line bakeries while those at Ahmedabad, Cochin, Delhi, Mad-
ras, Bangalore, Hyderabad and Kanpur are single line bakeries. The
rated capacity of 35,000 standard loaves per day as mentioned in the
Project Reports was revised to 30,000 standard loaves per day on two
shifts-basis in the conference of the General Managers held in September,
1968, as it was considered that third shift would not be even theoretically
possible in a single line bakery running seven days in a week in view of
the time required for maintenance.

3.2. On the above basis, the rated capacity of each of the single line
bakeries at Ahmedabad, Cochin, Delhi, Madras, Bangalore, Hyderabad
and Kanpur was fixed at 90 lakh standard loaves per annum (300 work-
ing days) and those of double line bakeries at Bombay and Calcutta at
180 lakh standard loaves per annum (300 working days).

3.3. It was pointed out that as against 300 working days assumed in
the calkculation of rated capacity, the plants practically worked for 357
days in a year.

In this connection, the Management stated (July, 1973) as follows:—

“The rated capacities of our plants were reviewed and provisionally
revised in the conference of the Chief Managers of the Under-
taking held in November, 1972....The Management is now
intending to fix these capacities finally on the basis of these
revisions.”

3.4, During evidence, the Chairman of the Undertaking informed the
Comnmittee that the capacity of 35,000 standard loaves per day as men-
tioned in the Project Report was based on multiple-shifts. He also stated
that the bakery plants in Australia are normally operated on single shift
basis on five days a week. Some bakery plants in Canada work on multi-
shift basis on five days a week. Asked as to why the rated capacity fixed
in September, 1968 was not reviewed till November, 1972 in the light of
actual operating conditions, the Committee were informed that the rated
capacity fixed in September, 1968 did not particularly require to be re-
viewed till 1972 as most of the plants were working only on a single or
double shift basis till that time. It was added that the major constraint
in achieving the rated capacity of 35,000 standard loaves per day as laid
down in the Project Report was that it called for seven days working pet

25
3742 1S3



, 26 =
week throughout the year, thus leaving¥o time for necessary maintenance.
However, as and when the/plants' had started: production in two shifts, the
_ maintenance of work in the thirgd. shift, was actually carried out.

3.5. The representative of the undertaking stated. during evidence that
“the major operating limitation was slicing and wrapping machine whick..
limited the production capacity to 1,600 loaves per hour. Taking these
factors int6 account, the rated capacity was provisionally fixed in Novem-
ber, 1972 ‘as follows:— ‘ -

i) Australign Aided Units (Single line . d loaves .
((ug Australian Aided Units (Double Lgné) %’7’63?5 's?nmd 1oaves per day
(iii) Candadian Aided . Units (Single-Linc) : +33,600 standard loaves per-day. '

This capacity. had not .yet been fimally ‘adopted. ' The capacity to' be
finally fixed was being worked out, on the basis of the information ¢ol-
lected, for discussion and finalisation in the forthconting: conference of
Chief Managers proposed to be held in November, 1973.” * :

3.6. The Committee enquired the reason for reduction in the rated
capacity from 35,000 standard loaves of 400 gms. per day of 24 hours to
30,000 standard loayes on two shift basis. . The representative of the
undertaking stated as under:— ., |

“Acootding to original Project Report, this was fixed on thc basis
of working for 24 hours. But then in September, 1968, with
the experience of working for about a year, it was felt in the
GM’s conference that the unit could not be worked for 24
hours a day without maintenance. So, they said that this’
target of 35,000 was too high and decided that it should.be
brought down to 30,000. For two shifts, in actual practice,
we increased the capacity shift-wise. In the beginning, it was
only 11,600 per shift; we raised' it upto 15,000 and suggest-
ed. that the plant should work only for two shifts.”

3.7.'1t was also ddded that “these capacities were fixed initially by the
Australian expert. In Australia, all their plants work only during night
on one shift and they. adapted it to our Indian conditions and they said
that if you wanted to work on a three-shift basis for 24 hours, you can do
so and on that basis they fixed the capacity at 35,000." Sirice we are not
sure whether we could have that figure and since we found after working
for ome year that the capacity was a bit too high, we brought it down to
30,000. Afterwards, when we had gained more experience in the 1972
conference, we went into various other factors which were not known in
the beginning and revised the figure. For instance, in the initial stage, we
had not given allowanoe for daily maintenance of the plant. Now, after
expert advice from our enginecrs, we have assessed that about t\.wo hours
a day would be required for- daily maintenance, cleaning etc. ‘and two’
shifts a week are required for weekly taintenance. . These werc the fac-
tors on the basis of which we were able to arrive at the figure.” cd

3.8. During evidence of the Department of Food, the Committee point-
ed out that according to the Annual Report for the year 1972-73, the
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overall percentage of capacity utilised by the plants of the Undertaking
was 107.47 per cent. They enquired the reasons for working out the rated
capacity on the basis of 300 working days and on twd shiff basis, al-
though according to Audit, each upit practically worked for 357 days a
year, and some of the units were also working on three shift-basis, In
zeply, the Secretary of the Ministry stated:— - :

“I also feel that the rated capacity as adopted by the undertdking
_ needs to be looked into and possibly would admit of an
upward revision.” . oo .
3.9. In the post-evidenée reply, the Ministry stated, that “the rated
<apacity of the plant was 2,100 standard loaves per hour at 90 per cent
efficiency normally. The Undertaking had fixed the capacity on the basis
of two shift working for 300. days providing for one day off of every week
and for holidays as prescribed under the Factories Act. However, simce
it was possible to work the unit for a part of the third. shift after provid-
ing some time for daily cleaning and maintenance, the matter was being
re-examined and the Undertaking had been asked to revise the rated
<apacity.” .
3.10. The Committee note that the rated capacity of 35,000 standard
Joaves per day of 24 hours on multiple shift basis mentioned in the-Pro-
ject Report was reduced to 30,000 standsrd loaves per day on two shilt
basis in September, 1968 on the ground that the third shift would not be
theoretically possible in a single line bakery in view of the time required
for maintenance and the rated capacity of each plant was fixed on the
basis of 300 working days per annum on two shift basis. The Committee
also note that as against 300 working days assumed in the calculation of
rated capacity, the plants practically worked for 357 days in a year. The
Committee do not find any justification for working ont the rated capacity
on the basis of two shift for 300 working days. The Committee -zegret
that the reduced capacities fixed in September, 1968 were not reviewed
till November, 1972, i.c. after a lapse of four years and had been provi-
sionally revised only then. The revised rated capacities have however,
not been finalised so far. It was admitted by the Ministry that it was pos-
sible to work a unit for a part of the third shift after providing some, time
for cleaning and maintenance. The Committee recommend that the rated
capacity of each bakery unmit should be critically examined and fixed- after
taking into account all the relevant factors and the tmperative need to
maximise production in the inferest of meeting the pressing requirements
of public in fhese days of shortages. The Committee .also deprecate the
manner in which the rated capacity of the bakery plants was reduced. The
Commitfee need hardly point out that the Management should continuously
review the actual production against the capacity/targets fixed on scienti-
fic basis. The Management should also review at least once a year the
wbolequesﬁonolnpadtywﬂhavlewtohnptovlngtheprodncﬂon. The
Committee would like to be informed st aa early date of the precise action
taken in pursusnce of fhese recommendations.
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3.12. It would be seen from the table that—

(a) The project: Report envisaged. the operation of each of the
bakery at fts full rated capacity from the commencement of
production.

(b) The rated capacity was not reached at Ahmedabad, Bombay,
Calcutta, Bangalore and Hyderabad, even ' after 4 years—
'1968-69 to 1971-72—of continuous production at Ahmedabad
and Bombay and two years of continuous production in the
case of Calcutta, Bangalore and Hyderabad.

In the case of Cochin and Madras the production was more than
rated capacity in the fourth year of production. The rated
capacity was reached in the case of Delhi in the third year of
production and in the case of Kanpur in the second year of
full production. .

(c) Ahmedabad Unit could not attain the targets of production

laid down by the Management in any of the years. In the

meeting held on 16th March, 1970 the Board formed a Com-

mittee of Directors to visit Ahmedabad Unit and study its pro-

blems on the spot and recommend measures to improve its

working. The Committee visited Ahmedabad Unit on 16th

July, 1970 but did not submit any report. In this connection,

it was, however, reported in the Minutes of the mecting of

the Board of Directors held on 29th September, 1970, as
follows:—

“The Committee of Directors consisting of the Chairman,
Finance Director (Shri D, K. Chatterjee) and the local
Director visited Ahmedabad Unit, Their general impres-
sion was -that this Unit has shown improvement in its
operational results. This progress is expected to
continue.”

It was, however . reported in the Quarterly Finance Report for
the quarter ending 30th June, 1972 submitted to Govern-
ment that because of the frequent changes of the Chief
Manager in Ahmedabad Unit, no tangible improvement
in the working of the Unit could be made.

(d) The total production increased from 347.72 lakh standard
loaves in 1969-70 to 585.41 lakh standard loaves in 1970-71
and 855.78 lakh standard loaves in 1971-72. The spurt in
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production in 1970-71 and 1971-72 was primarily o
account of supplies under social welfare programme (pre-
school and school feeding) in each State which worked out to

10.8 per cent of the total sales in 1970-71 and 37.9 per cent
in 1971-72.

(e) In Calcutta Unit, a double line bakery plant was installed in
March, 1970 at a cost of Rs. 20.11 lakhs. Only one line was
commissioned on 1st April, 1970 and the second line (value
of equipment being Rs. 10.05 lakhs) was lying idle upto June,
1971 for want of a slicing and wrapping machine.”

3.13. It would also be seen that the rated capacity was not reached at
Ahmedabad and Bombay during 1972-73 even after § years of continuous
operation and 3 years of continuous operation in Calcutta. Ahmedabad
and Cakutta Units could pot attain the target of production even in
1972-73.

3.14. The total production increased from 855.78 lakh standard loaves
in 1971-72 to 1064.04 lakh standard loaves in 1972-73. The increase in
production in 1972-73 was primarily on account of supplies under the
social welfare programme which worked out to about 50 per cent of the
total sales in 1972-73 as against 37.9 per cent in 1971-72.

3.15. During evidence, the representative of the Undertaking informed
the Committee that the main reason for non-achievement of rated capa-
city at Ahmedabad, Bombay, Calcutta, Bangalore and Hyderabad ill
1971-72 was lack of market demand. During 1972-73, however, the
capacity was fully utilised in all the units with the exception of Ahmeda-
bad and Calcutta where the utilisation was to the extent of 92.2 per cent
and 76.9 per cent respectively. At Calcutta, it was stated, the production
would have been better had there not been a strike which lasted for about
a month.

3.16. The Committee pointed out that, according to the Minutes of
the Board of Directors held on 29th September, 1970, ‘the general im-
pression of the Committee of Directors which visited Ahmedabad Unit was
that that Unit had shown improvement in its operational results and this
progress was expected to continue, But according to the Quarterly Finan-
cial Report for the quarter ending 30th June, 1972 submitted to Govern-
ment, because of the frequent changes of the Chief Manager at Ahmeda-
bad Unit, no tangible improvement in the working of the Unit could be
made” The Committee enquired how the Undertaking could reconcile
the two. statements. The representative of the Undertaking stated that
the Committee of Directors which visited Ahmedabad Unit on 16th July,
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1970 noticed that there was some improvement in the sales: This was
reported to the Board, in the meeting held on 29th September 1970. Sub-
sequently because of the changes in the incumbency of the Chief Managers,
it was reported in the Quarterly Review for the quarter ending 30th June,
1972 placed before the Board of Directors on 25th September, 1972 that
, 0o tangible improvement in the working of the Unit could be made.”

3.17. It was also stated by the representative of the Undertaking
that there had been considerable improvement in the performance of the
Ahmedabad Unit during 1972-73 as the production had increased from
43.86 lakh standard loaves in 1970-71 and 55.71 lakh standard loaves ia
1971-72 to 83.00 lakh standard loaves during 1972-73. The percentage
capacity utilisation had also increased from 48.73 in 1970-71 and 61.90
in 1971-72 to 92.22 during 1972-73,

3.18. When asked whether in Calcutta the low production was not
due to slicing and wrapping machines, the representative of the undertak-
ing stated that this slicing and wrapping machine was in position in Cal-
cutta in July, 1971. The representative also stated that it was not due to
non-receipt of the wrapping and slicing machine. In 1972-73, there was
a strike for about a month, The Undertaking further added:

“Calcutta Unit was commissioned on 1st April, 1970. Although
both the lines of bread production were installed, only one
line was required to be operated keeping in view the sales at
Calcutta Unit. Each bread plant inter alia consisted of one
Slicing and Wrapping Machine. While one slicing and wrap-
ing machine had been installed at Calcutta Unit right at the
beginning but the other machine though received along with
the main equipment, was actually installed at Delhi Unit as
the sales at this Unit had picked up and were subsequently
high at that time. A second slicing and wrapping machine is
normally required when the monthly production exceeds about
74 lacs standard loaves. This machine was allowed to be

i utilised at Dethi Unit till such time the sales picked up at Cal-
cutta Unit and required the utilisation of second line of pro-

! duction. At this stage the second slicing and wrapping
machine was made available to Calcutta Unit. Meanwhile,
arrangement Was also made to import additional slic.ing and
wrapping machines out of which one was subsequently installed
at Delhi Unit....”

3.19. It was also stated that production did not suffer for want of
slicing and wrapping machine at the Calcutta Unit,

3.20. From the quarterly financial review for the quarter ended June,
1973 it is however, seen that the capacity utilisation in Ahmedabad, Cal-
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cutta and Kanpur during the quarter was only 79.6 per cent, 71.2 percent
and 82.2 per cent respectively.as against 122.2 per ceat, 76.2 per cent
and 101.3 per cent in the last quarter of 1972-73 and 92.22 per cent,
76.93 per cent and 109.81 per cent during the year 1972-73.

3.21. The Committee find that although the Project Report envisaged
the operation of each of the bakeries at its full rated capacity from the
commencement of production, the rated capacity had not so far been
attained at Ahmedabad, Bombay and Calcutta even alter § years of conti-
nuous production at Ahmedabad and Bombay and three years at Calcutta.

The Committee also find that even the targets of prodoction which have
been fixed by the Undertaking at less than the rated capacity have not
been achieved in any year at Ahmedabad Unit and except for 1971-72 in
the Calcutta Unit. The Committee were informed that the main reason
for the poor performance of Ahmedabad, Bombay and Calcutta Units was
lack of market demand besides frequent chamges in the incumbency of the
Chief Manager at the Ahmedabad Unit. The Committee fail to understand
as to how non-achievement of targets of production could be due to lack
of market demand specially when there has been wide spread scarcity of
bread in the market. The Committec recommend that a careful
analysis as to the cause ¢“ non-attainment of the rated capacity in each of
the units at Ahmedabad. mbay and Calcutta should be made and suit-
able remedial measures ¢! . a to improve the performance of these umits.

3.22. The Committce also recommend that frequent changes at the
top level should be avoided in the interest of smooth working of the plants.

Production of Special Bread

3.23. It was pointed out that all the units started with the production
of white bread in sizes 200, 400 and 800 gms. Bread of special varie-
ties (i.e. fruit, milk, sweet, masala and brown), were added subsequently.
The production statistics of the special bread as contained in Appendix 11
indicates that the production thereof had been insignificant with reference
to the tofal production. It is however, noticed from the Appendix II that
production of Milk Bread increased from 12.40 lakh standard loaves in
1970-71 to 54.29 lakhs standard laves in 1972-73 at Kanpur, from 0.62
lakh standard loaves in 1970-71 to 69.86 lakh standard Ioaves in 1971-72
at Madras and from 9.86 lakh standard loaves in 1970-71 to 38.98 lakh
standard loaves in 1971-72 at Calcutta. It would also be seen from the
statement for 1972-73 that there had been increase. in production of Milk
Bread in all the Units (except Calcutta), It was stated by the Under-
taking that the increase in production of Milk Bread was basically on
account of social welfare supplies.
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3.24. During evidence, the representative .of the Undertaking informed
the Committee that no detailed market survey about the likely demand for
special variety of bread had been conducted. The witness further stated
that the basic idea behind the introduction of special varieties was to
launch an intensive publicity campaign for popularising Modern Bread in
addition to increasing the total volume of sale and building up the better
image of Modern Bread. However, since most of the plants were now
running to full rated capacity, no special steps had been taken by the
Undertaking to popularise special varieties of bread.

C. Defective Production and Returns

3.25. The Undertaking has fixed a norm of one per cent each for defec-
tive production and for replacement against returns on account of unsold,
stale, mouldy, damaged and defective supplies. The table below indicates
the quantum of defective production and return of stale, mouldy, etc.,
bread for the last five years.
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3.26. It will be seen from above that in the case of Bangalore, Bom-
bay, Calcutta, Delhi, Hyderabad and Kanpur Units, defective supplies
exceeded the norms of 1 per cent, in all the years (except for Bombay and
Hyderabad Units in 1971-72 and Bangalore in 1972-73). The return of
stale and mouldy bread was in excess of the norm in Bombay for all the
years, in Kanpur for 1970-71, 1971-72 and 1972-73, in Madras for
1968-69 and 1969-70 and in Bangalore for 1971-72 and 1972-73. The
value of defective production and free replacements in excess of the norm
worked out to Rs, 3.74 lakhs and  Rs, 2.87 lakhs respectively during
1968-69 to 1971-72 and 5.79 lakhs and 1.99 lakhs during 1972-73.

3.27. Although the Units indicated the information about the defec-
tive production in the monthly operating reports submitted to Head Office,
there was no regular system of making an analytical study of the defec-

tive production at Head Office. Such a system was introduced only in
197273, ‘

3.28. The Management stated (February, 1972) that the main reasons
for excess over the norm were poor quality of flour and diversities in
atmospheric conditions at different places where Units are located. Be-
sides, the new operatives took some time to acquire the requisite expertise
for working in the bakery in the initial stages,

3.29. With effect from 2nd December, 1972 the norms for defective
production and rcturn of stale and mouldy bread had been reduced from
1 per cent to 0.5 per cent in each case.

3.30. In this connection, the Ministry stated (June, 1973) as
follows: —

“(a) The value of defective production and free replacement is not
a total loss to the Company as it excludes sale proceeds
realised on the disposal of defective and replaced bread.

(b) The statistics relating to defective production are inclusive of
crumbs which are treated as good production. The Units had
previously been ncluding crumbs in the defective production
in their monthly operating reports. The proforma of monthly
reports has been revised from January, 1973 and crumbs are
now shown separately from defective production.

(c) At the initial stages the Company had been a b?t liberal in
accepting replacements/returns. Every effort is being made to
reduce the defective production and replacement to the
minimum, |
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- 3.31. During evidence, the representative of the Undertaking inform-
ed the Committce that the reasons for the defective production were not
indicated in the Monthly Operating Reports. However, they were inti-
mated. and analysed in the review of the Moathly Operating Results for-
warded every month by the Chief Managers to the Managing Director
demi-officially.

3.32. The Committee :pointed out that the percemtage of defective pro-
duction at Bangalore, Calcutta, Delhj, Cochin and Kanpur Units was more
than the norm of 1 per ceat in 1971-72 aad it varied from unit to uait.
They enquired the reasons for variations in the production of defective
bread from unit to unit when the machines were alike. The witness ex-
plained that the defective production was not entirely dependent on the
type of plant at all. It was very much dependent on the quality of basic
raw material which was being used at the various units. If the quality of
raw material e.g. Wheat flour, was not good, the number of defective
bread would be more. Over and above the raw materials, failure of elec--
tricity was also a contributory factor for the defective bread.

3.33. To an enquiry as to whether there was any machinery which
could exercise regular checks and go into the causes of the defective pro-
duction, the witness stated that they had introduced in 1972-73 a systear
of making an analytical study of the defective production. In order to
reduce the percentage of defective production, they had introduced one
instrument which could check the quality of flour in regard to its stremgth.
They had received three or four such machines. Secondly, they were
setting up their own generators in the Units so that there should be no
defective production due to break down of ‘electricity.

3.34. In regard to the defective production in 1972-73, the Undertak-
ing stated in a post-evidence reply as under:—

“An analysis of defective production made recently pointed out
that power failure, defective baking tins, inferior quality ot
flour, break-down of machinery result in défective production.

Recently a study of bread and dough spoilage at the Delhi Unit
has been completed by the Statistical Quality Control Unit of
the Indian Statistical Institute, New Delhi. The study has
made detailed jrecommendations regarding maintenance of
baking tins and depanner which are under examination for

implementation in the units.
In order to minimise the loss due to power failure, action has been

: taken to provide diesel generating sets at the Units where
1 power supply has been found to be unreliable.
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In order to ensure suitable quality of flour, the, matter is being
pursued with the Food Corporation of India.”

’

3.35. As regards the reasohs for the quantum of return of stale and
mouldy bread being the highest in‘Bombay Unit in all the years i.e. from
1968-69 to 1972-73 as compared with other units, the representative ‘of
the Undertaking informed that Bombay Unit had to accept a higher per-
centage of returns from the market in:order to baild up ah image of the
Undertaking at Bombay where theit main competitors’ (Bfitannia) were
reported to be accepting the returns upto S per cent. The witness also
stated that the reasons for the higher percéntage of returns during
1969-70 and 1970-71 were that in the initial years the sales were not
brisk and the.quantum was low. In order to build up an image the

Undertaking took abundant caution to prevent stale bread reaching
<cnsumers.

3.36. To an enquiry whether there was any machinery to check the
tread before it was sent to the consumer, the representative of the under-
taking stated that the sales staff at each unit excrcised daily check to ensure
that no stale and mouldy bread floated in the market. Such products, if
any, were collected and replaced by fresh ones. The witness further stated
that it was not possible to check each and every bread which went out of
the factory. However, sample checking of bread was carried out regularly
by the quality Control Department.

3.37. 1t was, however, admitted that occasionally there were com-
plaints about stale and mouldy bread from consumers. The complaints
‘were, it was stated, fully investigated and it was found that the develop-
ment of mould and stalencss was mainly due to faulty storage at dealers’
end. The dealers had also been advised on proper storage methods and
strict vigilance was kept to ensure proper handling and storage at retail
points to minimise return of stale and mouldy bread.

3.38. The Committee enquired whether any sale price had been fixed
for the sale of deféctive bread. The representative of the Undertaking
stated that, first quotations were invited from the market at competitive rate
and defective breads and crumbs were disposed of. He informed that dur-
ing 1972-73, a sum of Rs. 2.66 lakhs (excluding Calcutta Unit) was
realised by the sale of defective and returned bread. The actual value of
such bread was Rs, 11.32 lakhs. The witness stated that about 25 per
<ent is recovercd by the sale of the defective and returned bread.
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3.39. The witness further ;informed the Committee that the return of
mouldy bread was not a total loss. It was utilised for cattle feeding and
scme percentage of it was such which had to be destroyed. Hc further
stated that the defective bread were purchased amongst others by their
own workers at réduced price.

3.40. While the Committee note that the percentage ‘of norm of
defective production bas been reduced from 1 to 0.5 the Committee find
that the percentage of defective production continues to be higher than the
uorm in several units .of the Undertaking. The Committee reccommend
that the system introduced in the Head Office in 1972-73 for an analytical
study of the defective production of bread at various units should be
made more cffective and the results of such analytical study fed back to
the respective units in order to take effective remedial measures to
minimise the defective production so as not fo exceed, in any case, the
norm fixed, therefor.

3.41. The Committee werc informed that while defective bread was
utilised for cattle feeding and some percentage of it was also destroyed, it
was also sold to the workers of the Undertaking at reduced rates. The
Committee need hardly stress that a careful watch should be kept to sec
that no manipulations take place in declaring any part of the production
as defective.

3.42. The Committee are concerned to note that one of the reasons for
defective production is lack of supply of satisfactory quality of flour by
F. C. L—a public undertaking. The Committee see no reason why it
shold not be possible to take effective measures to see that FCI supply the
Modern Bakeries with satisfactory quality of flour in public interest.

3.43. The Committce also find that in the case of Bangnlore, Bombay
and Kanqur units, the percentage of return of stale and mouldy bread was
more than 1 per cent during 1972-73 as compared to the norm of 0.5 per
cent fixed by the Management with effect from 2nd December, 1972. The
Committee view with concern the high percentage of return of such
bread in these units, The Committee recommend that the Undertaking
should take effective measures to tighten up its inspection machinery to
ensure that stale and mouldy bread i mnot put in the market. The
Committee would also like that the Undertaking should immediately con-
duct a review of the return of stale bread vis-a-vis the supplics made to
the various centres from these units so as to localise the areas from which
there is high return of stale bread and take suitable remedical measures to
regulate the supplies to such areas.
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\ D. Preduction of Rells, Bums, otc.

3.44. With a view to starting production of bread rolls and buns, the
Undertaking explored in May, 1968 market potentialities and found that
there was some demand for these items at Madras and Bombay only.
The Undertaking, however, proposed in June, 1968 to the Mipistcy of
Pood end Agricuiture (Department of Food) to allow import of 9 nos.
‘ERIKA’ brand semi-automatic Bread Roll Moulding machines with a
capacity of 10,000 pieces per machine per hour, from Italy. Government
cleared the proposal to import these machines against the unspent balance
of Italian Assistance for drought effected population in 1967, with a
view to making low-cost protein-rich food for such population. Accord-
irgly, a provisiona! order (subsequently confirmed) for 9 nos. ‘ERIKA’
bread Roll Mouiding Machines with a capacity of 10,000 pieces per
machine per hour was placed on 17th January, 1969 on M/s, Esperia,
Italy at a cost of Lire 4,90,000 (Rs. 7,548) each C.L.LF. Bombay Port.

On receipt, the machines were found to be of ‘OLYMPIA’ modet
with a practical capacity of 15,000 pieces per machine per eight hows.
On cnquiry, the foreign suppliers confirmed that both the ‘ERIKA’ and
‘OLYMPIA’ odels were mechanically identical and that that capacity
of ‘OLYMPIA’ machine was also 10,000 pieces per hour. They also
pointed out that the limited output was due to in-expert operation. The
Undertaking however, assessed the optimum capacity of ‘OLYMPIA”
machines at 7,200 pieces per machine per hour, after conducting trials.

3.45, 6 machines were allocated to Bombay, Madras and Delhi Units
@ 2 machines per Unit and the remaining 3 to Ahmedabad, Cochin
and Hyderabad. Subsequently, however, 2 machines were transferred to
Bangalore from Cochin and Madras Units and out of the 2 machines at
Delhi, one was diverted to Calcutta.

3.46. The machines allotted to Ahmedabad, Bombay and Madras
Units were commissioned in November, 1969, those at Bangalore and
Hyderabad were put into operation in October, 1970 and Jonuary, 1971
respectively. The machines allotted to Calcutta and Delhi Units . have
been lying idle since the dates of their receipts. It had been stated (De-
cember, 1972) by the Management that the machine at Delhi along
with that at Madras (from 1971-72) had not been put into operation, as
the present capacity of ovens was being fully utilised for production of
bread. As regards Calcutta Unit it had been stated (December, 1972)
that thc production was expected to commence as soon as the contem-
plated extension of the bakery building was completed.
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3.47. The operational statistics of ‘OLYMPIA’ brand bread rolf
moulding machines tor 1971-72 and 1972-73 are as under:—

(Figures in lakhs)

1971-72  197a2-73

Quantity produced e .« . . 20470 139°59
Quantitysod . ., | . . 20319  138:8g
Total cost of production, . . ) . Rs. 12°19 Rs. 8-10
Sales (value of quantity sold) . . . . . . Rs, 13-82 Rs, 8-50
Profit . . . . . . . . . Rs. 163 Rs. 0'40

3.48. The Committee enquired about the circumstances under which
these machines were accepted by the Undertaking when these were not
found according to the specifications mentioned in the Purchase Order.
The Undertaking informed that the machines were received as gift from
Government of Italy and purchase Order was placed by that Govern-
ment, Although the trade name of the machines reccived was different
from the trade name originally recommended by the Undertaking, the
Government of India obtained subsequently the manufacturer's confirma-
tion that there was no diffcrence in the technical specifications and out-
put of the two modele.

3.49. During evidence, the representative of the Ministry informed
that the mo.hnes provided were more modern. There was no diffetence
in specifications etc. Therc was no difference in the price of the (wo
models also, The only ditierence was that the machines supplied had a
new name. He added that “the capacity of the new model ie.
‘OLYMPIA® was also 10,000 pieces per hour as in the case of ‘ERIKA’.
If the rated output was less i.c. 7,500 pieces per hour, it was not due to
the fault of the machine but due to inexpert operations.”

3.50. In regard to the reasons for importing 9 automatic bread roll
mouiding rachines, where eccording to the Undertaking, there was some
demand for these items only at Madras and Bombay, the Undertaking
statad in Post: evidence reply that, ‘a quick market survey regarding de-
mand for rolls, the most popular sizes, the prevailing prices and profitabi-
lity etc. was umdertaken by units in May/June, 1968. 9 numbers scmi-
automatic ‘bread roll moulding machines offered by the Government of
Italy as gift were received and allocated to the Units.’

3.51. The Committee pointed out that the machines allotted to Cal-
cutta anc Dethi had been lying idle since the dates of their receipt and

3743 LS.—4
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asked as lo why these machines were imported at all when the present
capacity of ovens did not permit their utilisation,

The representative of the Ministry stated:—

“The Iltalian Government had made available to the Government
of India some money which they collected during the drought
period of 1967-68, and they had given us this amount as a
gift for utilisation for nutritional programme and most of it
was used for obtaining maize plant, It was only from the
left over that we got these very small machines each costing
~about Rs. 7,500 for making buns. The Undertaking said they
would need these machines and we thought one machine at
each place could be used for testing the consumers’ reaction
to this product. ..... At that point of time we were not utilis-
ing the full cepacity at various places, hut by the time the
machines came, there was a demand and we are utilising the
capacity, Daily we are doing almost two to three shifts. When-
ever our capacity permits, we are doing it and wherever it
does not permit, we are waiting till the new lines comec up.
We do nct want a small machine which costs Rs. 7,500 to
hold up the entire production.”

3.52. The Committee asked also how the Management proposed to
utilise the machincs at Delhi and Madras where the present capacity of
ovens was being fully utilised for production of bread. The Undertaking
informed that these machines were basically imported to utilise the spare
capacity of bread plants. The Undertaking thad various expantion
schemes right upto the end of Fifth Five Year Plan and these machines
would beconie uscful as and when the new plants were set up.

3.53. In regard to the Calcutta Unit, it was stated that the extemsion
of bakery unit at Calcutta wes expected to be completed by the middie
of 1974, It was added that while the machines could very well be accom-
modated, it might not be possible for providing sufficient working area
for production of buns within the existing bakery building.

3.54. The Committee are of the opinion that o detaliod demand survey
for Buns, Rellc etc. should kave been condacted before obtaining the
machines for manufacture of these products, as gift trem the Government
of Italy. Having obtaincd the machinery for meking Bumns, Rolls etc. the
Committce would like Gwese to he pressed into sorvice at the earllest. Con-
sumer preference particularly of the weaker sections of society should be
tested. The Committec would like the Undertaking to develop the caps-
city for buns, 10lls etc, if thesc meet more effectively the requirements of
weaker sections of society.
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E. Peanut Buiter Plang

3.55. In September, 1970, the Undertaking decided to take over, on
trial basis for a period of 2 years on an annual rent of Rs. 3,000, the
Peanut Butter Plant which was acquired by the Government of India
in June, 1960 at a cost of Rs. 0.75 lakhs. (approx), in order to popula-
rise and produce chcap peanut butter. This plant had been operated by
Government intermittently between 1963 and 1968. The Plant was
transferred to the Delhi Unit of the Undertaking on 18th September,
1971 and an expenditure of Rs, 6,000 was incurred on dismantling, trams-
porting, repairing and painting  of the plant and remodelling of the
building.

3.56. Trial rems were conducted during the period from December,
1971 to Janwary, 1972. The Management assessed in Scptember, 1972
that because of limited demand, the plant would have to be operated
below the single shift capacity of 200 Kgs, during the first two yesrs.
It was only in the third year of operation that the plant was expected to
achicve the full capacity of ope shift. On this basis, thc profitability
study anticipated a profit of Rs, 0.26 lakh in the fourth year, after adjust-
ing cumnulative loss but without taking into accoumt the expenditure of
Rs. 7 Yakhs to be incurred cn the publicity in the course of S years.

The Board of Directors of the Undertaking decided in September,
1972 that thc Plant might be actvally run for one year aind the results
of its operation reported to them. The Board further decided that Gov-
ernment might be approached for giving subsidy to meet the initial
expenditure on publicity.

3.57. In October, 1972, the Undertaking approached the Government
for financing the initial estimated publicity expenditure of Rs. 7 lakhs to
be incurred for this project ini a period of § years as the introduction of
this product at a reasonable price and popularising it amongst the people
would be in thc interest of nutritional development of the nation, The
Plant started regular production on a limited scale w.e.f. February, 1973.

3.58. It was explained in a written reply by the Undertaking that the
Government of India made a proposal to the Modern Bakeries (India)
Ltd? to consider taking over the plant for commercial production and
distribution of peanut butter.

3.59. Asked whether any market survey was carried out by the Under-
taking for this product hefore deciding to take over this Plant, the Under-
taking stated that a general assessment of the demand was made and it
showed that with adequate publicity it- would be possible to develop a
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market for sale of the full production capacity of the Plant. The Under-
taking had so far incurred an expenditure of Rs, 27,862.23 on exclusive
publicity of Peanut Butter,

3.60 The Government of India had however not agreed to subsidise
the publicity campaign for Peanut Butter but agreed to include it as a
protein rich food in their general nutrition campaign.

3.61 The Undertaking further informed the Committee that they
now carrying on the Peanut Butter publicity along with their modern
bread publicity.

3.62. During evidence, it was stated by the Undertaking that in a
single shift the capucity of the Plant was 200 Kg, or in other words 600
bottles a day. So far about 50 per cent of its capacity was being pro-
duced in a single shift. The actual proudction and sales had gone up
beyond their expectation,

3.63. Asked as to why thc Undertaking was not producing it in two
or three shifts, the witness stated as follows—

“We have not yet come to that stage. It is in the market only in
the last six months or so. The product is just being deve-
loped.... What we envisaged was that in a single shift our
capacity will be utilised over a period of almost three years.
Now we have come to a stage that even in the very first
six months of a year, we were able to achieve fifty per cent of
the capacity and by the end of this year or next year, we would
be achieving almost hundred per cent when we would go into
full production in a single shift.”

. 3.64. The Committee pointed out that the demand was not being
created to meet the production envisaged. The Chairman of the Under-
taking stated that they were trying to create a market.

3.65. The working results of the Peanut Butter Plant after regular
production was started with effect from February, 1973 were stated to
be as under:—

1972-73 1973-74

(2/73 to  (4/73 to
3773) /3873)

1. No. of bottles produced 4,846 11,019
2. Cost of production . . . . Rs. 17,938 Rs. 41,216
3. No. of bottles sold . . . . . . 4,657 10,093
4. Sale (value of bottles sold) , . . . . Rs. 14,785 Rs. 31,846

s. Total loss e e .(—)Rs. 3,150 (—)Rs. 9,370
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3.66. It was stated that the sale of butter picked up only in the month
of September, 1973 and the total sale of butter during that month was
4500 bottles: It was expected that the Plant would turn the corner after
three years.

3.67. The Committee feel that the Undertaking should have made use
of the critical shortage of butter in the market during the last several
months to push up the sale of Peanut Butter which is stated to be nutri-
tious and cheaper. The Committee would like the Undertaking to locate
suitable sale points and assure availability a peanut butter on regular
basis. The Committec would like the Undertaking to critically examine
the pricing aspect and take suitable measures to bring down the cost of
production to make this Plant economically viable and to ensure avail-
ability of butter at reasonable prices.

3.68. The Committee also recommend that Government/Undertaking
should explore the possibility of setting up a peanut butter plant on a
pilot basis in a State where there is large scale production and usage of

peanut as food.
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4.2, It will be seen from the above table that there was shortfall with
reference to the budgetted sales in 1968-69 and 1969-70 in all the units
except Coachin in 1968-69 and Delhi and Kanpur in 1969-70. The sales
also fell short of the budget in Bangalore and Calcutta in 1970-71; in
Ahmedabad, Calcutta and Delhi in 1971-72 and in Bombay in 1972-73.
The Management stated (May, 1971) that sales targets had been in-
tentionally fixed very high so that the General Managers might strive for
achievement of these sales targets, '

4.3. In the absence of statistics regarding capacity and production of
bread by other bakeries in the private sector, at least in the areas covered
by the Units of the Undertaking, no idea could be formed about the extent
of participation of the Undertakings in the market.

4.4, The Management intimated (June, 1973) that, on the basis of
the study made by the Institute of Economic and Market Research, New
Delhi on behalf of wheat Associates of U.S.A. the all India consumption of
bread in 1971-72 was estimated at 1,97,676 tonnes- The share of the
Undertaking in this quantity amounted to 34,231 tonnes on prodaction
basis i.e. 17.32 per cent of all India consumption.

4.5. The Committee were subsequently informed that the reasons for
the shortfall in 1968-69 and 1969-70 were that out of the nine Units
of the Undertaking, five started functioning on various dates during the
year 1968-69, three during 1969-70 and one, namely, Calcutta Unit,
during 1970-71. During the initial two years, i.c. 1968-69 and 1969-70,
the shortfall in achievement of targets was mainly due to the reason that
all the units did not function for the full year. Moreover, in the initial
years the targets were fixed on the basis of approximate estimates of
demand.

4.6 During the year 1971-72 the production of Calcutta actually
exceeded the targets and that of Ahmedabad and Delhi was only margin-
ally short. In that year, production of the Undertaking as @ whole ex-
ceeded the targets. ' .

47 As regards the extent of participation of the Undertaking in the
market, the Undertaking stated that it was only recently that market
survey of bakery products in 32 selected cities of the country was carried
out by the Institute of Economic and Market Research. This survey in-
cluded S centres where Modern Bakeries have their Units. The Minis-
try subsequently stated that on the basis of this study the contribution of
Modern Bakeries in the five centres varied from 16.52 per cent to 78.39
per cent. Further expansion of Market participation was however limited
by the tatal capacity of the company which was now being fully utilised-
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The figures of the Undertaking’s sales and total estimated consumption
during the year 1971-72 is as given below:—

(Figures in tonnes)

Unit Total con- Totalsales Percentage  Commercial Percentage
. sumption of Modern of Col. 3 Sales of of Col. §
Bread Over Col.2 Modern Breed Over Col. 2

I 2 3 4 5 6
. Bombay . . 20,557 6,333 30° 80 6,294 3061
Bangalore 8,325 3,145 3777 3,001 36-06
Madras , 4,683 3,671 7839 3,192 6816
Calcutta . 23,705 4,332 18- 40 4,293 18- 11
Dethi . . . 22,913 3,786 16° 52 3,777 16° 48
TOTAL . 80,183 | 21,267 26°53 20,557 35" 53

4.8 The Undertaking further added that while planmng new bakeuel
under expansion programme, so far as possible statistics were collected
through survey organised by the Undertaking. The Ministry further
confirmed that wherever Modern Bakeries proposed to sct up a unit,
a market study was carried out to assess the demand potential, the pro-
duction in private sector etc.

‘4,9 The Undertaking also stated that the expansion plans made for
‘the 4th and Sth Five Year Plans envisaged raising the production of bread
from 112 million standard loaves at the end of the 4th Five Year Plan to
'282 million standard loaves by 1978-79. In addition, the Undertaking
wexpected to develop sale of Biscuits to the extent of 1,800 tonnes, Yeast
©620 tonnes and Peanut Butter 60 tonnes per annum.

4.10 From the data made avallable to the Committee, they find that
«during 1971-72 market perticipation of the Undertaking was 17.32 per
cent of all India comsumption of bread though the participation ranged
from 16.52 to 78.39 per cent in five major cemtres where .the Modern
"Bakaries have their units. The Committee also mote that the Undertak-
‘ing has expamsion programmes to incresse production from 112 million
standard loaves at the end of 4th Five Year Pilan to 282 million standard
mmbyﬁeeldof&eMFherm The Committee feel that

the Undertaking to introduce snd popularise emriched
and fortiled bread for raising the level of mutrition in the coumtry is to
be achieved In a grester messure, the market participation of the Under-
weking must slso grow progressively consistent with the demand.
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K is seen that the total sales increased to 1055.76 lakhs of standard
leaves (valued Rs. 751.87 lakhs) in 1972-73 as compared to 847.00 lakhs
(valued Rs. 586.74 lakhs) in 1971-72 and 577.12 lakhs in 1970-71. The
percentage increase in sales in the year 1972-73 was 24.6 per cent as
compared to 46.7 per cent in 1971-72 and 68.3 per cent in 1970-71.

4.12. The Social ‘Welfare sales constituted 50.1 per cent of the total
sales in 1972-73 as compared to 37.9 per cent of the total sales in
1971-72 and 10.84 per cent in 1970-71.

4.13. The increase in sales in 1971-72 and 1972-73 was mainly owing
to sales under the social welfare programme. In fact excepting Bombay,
Bangalore and Hyderabad, the commercial sales declined in 1971-72 at
all centres the fall in Delhi being particularly marked as compazed to
1970-71. In the year 1972-73 the commercial sales doclined at Ahmeda-
bad, Delhi and Kanpur Units only.

4.14. In this comnection the Committee were informed by the
Undertaking that the demand for the cocial welfare programme increased.
in 1971-72 and their needs had to be fulfilled by the Undertaking on
priority basis in pursuance of the Undertaking’s objectives. This resulted
in full utilisation of the capacity at Delhi, Kanpur, Cochin and Madras.
At Ahmedabad there was lack of demand from commercia] market. At
Calcutta the production could not be stepped up due to labour unrest and
operational difficulties.

4.15. During the course of evidence, the Secretary of the Ministry
stated that the reason for the corresponding increase not having been
achieved in the production|sales of commercial bread were that a larger
proportion of production was meant for the special nutrition programme.
After meeting the special nutrition programme, whatever capacity was
available, was utihsed for commercial sales. When Government startcd
its special nutrition programme, the target in the first year was that 0.68
million beneficiaries would be fed from that programme. In 1972-73,
the target had incrcased to 3.5 million beneficiaries. One of the aims
of this exercise was to give a higher priority to the special nutrition
programmc for social welfarc purposes. That was why they could not
expand in the commercial side. He stated that in Delhi they wero
working almost three shifts now and after allowing two hours for every
shift for maintenance, full capacity was being utilised. He informed the
Committee that they were adding a second line to Delhi unit within
the next six months and the supply would increase to about
70,000 leaves per day. At present a large part of the supplies was meant
for the special programme and only a small quantity was going to the
gencral public. The second unit at Delhi would supply to Delhi an
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additional quantity of 15,000 to 20,000 loaves, because the requirement
of the special programme would not proportionately increase than what
it was at preseat.

4.16. The Committee note that the sales turm-over of the Undertak-
ing increased from 577.12 lakhs of standard loaves in the year 1970-71
to 1055.76 lakhs in the year 1972-73 representing an increase of more
than 82 per cent. Out of this, while the commercial sales showed 2
marginal rise from 514.56 lakhs in the year 1970-71 to 526.08 lakhs in
the year 1972.73, representing an increase of 2 per cent, the sales under
the social welfare programmes showed a marked increase, a rise from
62.56 lakhs in 1970.71 to 529.68 lakhs in 1972-73, representing an
increase of 746 per cent. The Committee were informed during evidence
that a larger proportion of production was meant for the special nutri-
fion programme and whatever remaining capacity was available, was

for commercial soles. Wiille the Committee appreciate the sale
performance of the Undertaking under the special nutrition programme,
they see no reason why suitable promotional efforts should not be made
'to step up the commercial sales as well especially when there are propo-
‘sals for increasing the production during the Sth Plan.
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MATERIAL MANAGEMENT AND INVENTORY CONTROL

A. Procurement of raw materials

5.1. Wheat flour is the major raw materialn required by the Under-
taking. As suitable quality of indigenous wheat was not available, the
Undertaking has been using imported wheat in combination with indi-
genous wheat. Recently, it is understood that certain varieties of indi-
genous wheat have been developed which will be suitable for the
purpose. The Undertaking has stated (June, 1973) that FCI had been
requested to effect supplies of the selected indigenous varieties of whest,
but no assurance has been received from them.

5.2. The Committee were informed that the annual requirement of
wheat by the undertaking was of the order of 70,000 tonnes, which con-
stituted approximately 20 per cent of the total requirement of wheat by
the Bakery Industry in India,

5.3. The varieties of indigenous wheat identified as suitable for bread
making after trials by the Undertaking were stated to be (i) Sonalika;
(ii) Sharbati Sonora; (iii) PV-18. Out of these .three varieties,
‘Sharbati Sonora’ was not being grown extensively as it developed rust.

5.4. During evidence, the Chairman, MBL, informed the Committee
that the wheat which was being used for manufacturing bread at present
consisted of 30 per cent indigenous and 70 per cent imported. Ijow-
ever, at most of the places, indigenous wheat was being used. He stated
that if they could get good quality of indigenous wheat such as Kalyan,
Sonalika, Sharbati, PV-18 etc. they would not require any foreign wheat
for the manufacture of bread. They informed that indigenous wheat as
compared to the imported wheat is deficient in quality of gluten which
was essential for producing good quality bread. They are experiencing
certain difficulties in obtaining selected varieties of wheat, They approach-
ed the Food Corporation of India for the procurement of selected
varieties of wheat, but the FCI told them that it was not possible to
procure selected varieties of wheat for the Modern Bakeries. The m.ain
reason given by the FCI was that at present the FCI were concentrating
on maximising procurement and distribution of wheat to the general
public. The segregation and \storage of varicties of indigenous wheat
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for bread making did not exist with the FCI. However, the possibilitics
for segregation and storage of specific indigenous wheat varieties at some
additional cost, if any, was being examincd.

5.5. During the course of evidence, the Sccretury of the Ministry
stated that the way the FCI procurcd the indigenous wheat wag so time-
bound that it was not possible for the FCI to sclect the quality required
by the Modern Bakeries. As long as the Undertaking was getting im-
ported wheat, the Modern Bakerics were satisfied with it and the question
of variety or quality did not arise. But in the casc of supply of indige-
nous wheat the Undertaking wanted to first examine it and scc which
varieties would be suitable for their purpose. The Undertaking had
been told that if they were interested in having u sclection, it would
involve extra expenditure and if they were prepared to mect, the FCI
would undertake to do this.

5.6. The Committec suggested if one centre was opened in cach of
the States like Punjab and Haryana where a large quantity of wheat was
procured for selection purposes, extra expenditure might not bc involved.
The representative of the Ministry stated:—

“It would appear that no extra cost will be involved in this
arrangement. But the quantity procured is so much that i
will run in to thousands of tonncs of wheat cvery day.
Then the question will arise how to send them to various
parts of the country. 1f the Company is prepared to accept
that it is worthwhile to do so, then we can ask them to
proceed in this matter.”

5.7. The Commiitee enquired whether the Modern Bakerics wecre
using wheat in the same proportion i.e. 70 per cent of imported and
30 per cent indigenous cven at present. The witness stated:—

“Till 1971 wc were getting certain quantitics of imported wheat
and as long as that was available they were able to get that.
But once the supply had stopped they had started using tho
indigenous produce. Now again this year we are back to
the unfortunate situation when we have to import wheat again.
But certain quantities of wheat Pproduced indigenously are
also available. We are depending by and large on our own
wheat.”

5.8. The Committee find that the Modern Bakeries are using 70 per
cent imported wheat and 30 per cent indigenous for the manufacture of
bread. The Committee were also informed that if the Undertaking could
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get good quality of indigenous wheat sach as Kalyan, Sonslika, ,Sharbati,
PV-18, etc. they would not require any foreign wheat for the manufacture
of bread. The Committee feel that in addition to the steps already taken
to procure the special varieties of wheat through the Food Corporation of
India, the Undertaking should explore the possibilities of procuring these
special varieties of wheat from the State Farms Corporation of India so
that in the years to come, dependence on imported wheat for the manufac-
ture of bread is reduced, if not altogether eliminated.

USAGE OF RAW MATERIALS AND UTILITIES

B. Standard Formulation

5.9. The Undertaking fixed the standard formulation of white bread

in June, 1968. It was rcvised in the General Managers’ Conference held

- on 25th September, 1968 and again on 30th October, 1st November, 1969.

It was decided in the General Managers’ meeting (Scptember, 1968) that

the units should not vary the standard formulation without the comcur-

rence of the Head Office. The standard yield (output) of whitc bread
was also decided at 144 Kgs. per 100 Kgs. flour (input).

5.10. Standard formulations were also prepared for special varietics
of bread (Brown, Milk Fruit, Sweet, Rolls and Buns). These were
produced from December, 1968 (Brown bread only in Delhi and Sweet
bread only in Ahmedabad).

5.11. The Committee were informed that the Standard formulations
for bread were fixed on the basis of the advice of Australian Bakery
Technologist who was deputed specially by the Australian Government
for commissioning of plants. The formulations fixed by thc undertaking
conformed to ISI specifications. It wag also stated that these formula-
tions for different varieties of bread were reviewed regularly in the
Chief Managers’ Conference and necessary modifications carried out,
keeping in view the various factors e.g. local taste, Price structure. qua-
lity of raw materials and substitution for raw inaterials and actual
consumption pattern.

5.12. It was added that for detailed investigation of the deviations
from the standard formulations, the Technical division which had since
been set up at the Head Office was being entrusted to go into the matter
in detail on a regular basis.

5.13. It was pouinted out by the Committee that according fo
Audit, there were variations in usage of raw materials both adverse and
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favourable. As a result of variations, the Units made overall substantial:
saving in the consumption of direct materials as per details given below:—-

(Rupees in lakhs)

1968-69  1969-70 1970-71  1971-72  1972-73

Ahmedahad 063 0'63 0°46
Bengalore .. .. 0'79 I- 1 2'74
Bombay 012 0-88 377 2 60 3:92.
Calcutta . . 118 230 1'03
Cochin 0'38 1-28 171 1007 (=—)I'22.
Delhi 3-08 3:00 3°S1 3'34 627
Hyderabad .. . 0°03 0'37 2,69
Kanpur .. 0°03 1°44 089 3°42-
Madras 0°12 0-arx 018 0° 46 0°46
TOTAL: . . 3'70 5 40 13° 40 12.97 19-76'

5.14. In addition to the gains by the Units in the direct material as .
mentioned in the Table above, it was noticed that the yield of white-
bread exceeded the standard fixed (100 Kgs. to produce 144 Kgs.
bread) in 6 of the Units in three years as per details given below:—

1968-69 1969-70 1970-71
Units
Excess  Value of Bxcess Value of Excess Valve of
yield excess yield excess yield excess
(No. of  yield at (No.of  yieldat (No. of yield at
standard cost standard cost standard  cost
oaves) (Rs.) loaves) (Rs.) loaves) (Rs.)
1 P 3 4 5 6 7
Ahmedabad . 1482 1098 a7761 21290
Bangalore .. .. 11570 12009 77738 58286
Bombay . . 17969 11574 116362 75798 299171 182016
Cochin . . 4327 2670 68720 47787
Hyderabad .. .. 25647 22921 .. ..
Madras , . . .. .. 73366 66161 89987 68219

23778 18342 323426 2459656 466893 308521
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'5:15. Inthe Calcutta Unit, however, the percentage of yield was
lower at 97.59 per cent during 1970-71. The doss suffered by the
Bakery due to shortfall in yield in the Calcutta Unit during . that ycar
amount to Rs. 70,634,

5.16. The following .table gives the yicld perceatage and vatue “of
excess yield in .1971-72 and 1972-73 (white bread):—

(Rupees in  lakhe)

1971-72 . 1972-73
Yield per- Value of ¢x- Yicld per- Vdue of ex-
centage cess(4 ) centage cess (+)
lower (—) lower (=)
yield yield
1 2 3 4 5
Ahmedabad 102°'2 0 60 98- 42 (—)0+ 41
Bangalore . . . TO4" 1 181 1054 2°83
Bombuy, . . 106" 1 425 102° 26 21§
Chlcutta - . . . 991 (—)ro0s .. .
Cochin , . . 100° 4 0°15 1007 042
Dihi | . . 98-¢ (~=)o- 61 100° 53 0°2§
Hyderubad . . . 103° 4 1'04 106° 97 239
Kanpur_ . . 101°9 )82 105§-30 1°5S
Madra's"', . . . . 193°3 0'8s 100° 84 0-08

5.17. In regard to the excess/ low yield, the Management stated
(February, 1972) as follows:—

(a) “In cases of -excess 'yield, the reasons attritnited ‘are mainly
‘the ‘high ‘percentage of water absorption power and fairly
high - quantity/quality gluten content of flour. As such,
excess yield is a'normal phenomena in the techndlogy without
any adverse effect on the bread either in quality as well as

t quantity.”

(b) Low yield was caused by the following factors:—

(1) Water ubsorption percentage of the flour available to the
Unit was low.

3742 LS.—5
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(2) New hands were recruited which resulted in extra spoilage
and wastage of bread. '

5.18. It would appear from above that in Bangalore, Bombay and
Kanpur Units where substantial savings in the consumption of direct
materials were made, there was also excess yield. In respect of Delhi
Unit where the saving was the highest and in Calcutta Unit where also
saving was substantial, there was no excess yield, '

5.19. The Committee enquired the reasons for the variations in the
yield as compared to the standards fixed. The Secretary of the Ministry
informed that in the bread, flour and water were the two major raw
materials which played an important part in increasing or decreasing
the yield. The other raw materials were added in very small doses and
minor variations in their use did not result in their savings in any signifi-
cant manner. He also stated that the water absorption of the flour
varied from batch to batch. Sometime in one batch the flour had more
absorption power than the relative one in another batch. This was the
reason why from the same quantity, there was a slightly higher produc-
tion or a lower production without affecting the nutrition value because
nutrition value did not vary. He stated that the maximum wariation
was to the extent of 4 per cent but they were examining to see whether
it wag possible to reduce this variation to 2 per cent or 1.5 per cent.

5.20. As regards variations in the use of raw materials, the Ministry
stated (in June, 1973) as follows:—

“Deviation from the standard formulation for manufacture of
bread is not generally resorted to....The technical person-
nel are continuously making research in bread technology for
improving inter alia the quality of finished product, As
a result of research, it has been possible at times to improve .
or maintain the quality of bread by adding certain chemicals
and effecting marginal variations in the standard formulation
which leads to over/low use of ingredients. In the present
case, thd less use of ingredients has occurred in the case of
fine chemicals, yeast, etc. which had not affected the nutri-

tional quality of bread.”

5.21. According to Audit, it was noticed that less use of ingredients
had not only occurred in the case of fine chemicals and yeast but also

in respect of refined groundnut oil, milk powder, flour and salt. In f'ac-t,
the principal item of saving was the refined groundnut oil where conti-

nuously the consumption was far less than the standard,
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5.22. The Committee enquired whether the usage of less raw mate-
rial would not involve production of bread of low nutrition. The repre-
sentative of the Undertaking stated:— - .

“The variation basically has been in the content of fat. The
variation is only of a marginal pature in the sense that the

total calorific value is marginally reduced and the other
nutritional values etc. are maintained,”

5.23. The Secretary of the Ministry also informed that the variations
from the standard formulations were mrade only in respect of sugar, oil
etc. So far as minerals, vitamin and other protective nutrients were
concerned, they were not allowed to be changed at all. There was no
change in the quality of bread so far as its nutritional value was
concerned.

5.24. The witness added that if some items had been replaced or
used in less quantitics excepting milk powder, it would not affect the
nutritive value appreciably. If milk powder was replaced by soyabean
flour or other protein rich material, there was no lowering of nutritive
value.

5.25. So far as the modern Bakeries was concerned, the Secretary of
the Ministry stated:—

“We are satisfied that their bread conforms to the specitications,
and we have no reasons to doubt that the quality has been
affected. But since it is a highly technical matter, 1 am

iy appointing a Committee to look into it. More than that, it
is not possible for Government to say at this moment.”

5.26. The Committee find that the standard formulations for bread
had been fixed by the Undertaking on the basis of the advice of the
Australian Bakery Technologist and these also conformed to LS.L
Specifications. However, these formulations had been modified from time
to time with reference to actual consumption pattern and other factors
like local taste, price structure etc. The Committee also find that there
were variationg in use of raw materials from the standard formulations,
The Committee were informed that the variations €from the standard
formulations were made only in respect of sugar, oil, etc. There was no
change in the quality of bread so far as its nutritional value was con-
cerned. The Ministry had however, decided to appoint an Expert Com-
mittee to examine this aspect in detail. The Committee hope that the
use of raw materials and formulations would be reviewed and standardised
in the light of the recommendations of the Expert Committee so as to
optimise yield and reduce the cost keeping .the nutritional value of the
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bread unaffected. The standard formulations so fixed should not be

sllowed to be changed without prior approval of the Board of Manage-
ment in case it affects adversely in any way the nutritional value of the
bread.

C. Inventory Control

5.27. According to Audit Report maximum and minimum limits and

ordering levels for stores and spares at the various units of the undertak-
ings had not been fixed.

5.28. The Ministry stated in June, 1973 that fixation of maximum,
minimum and re-ordcring levels for stores and spares was possible after
working for a few years when production had stabilised. These levels
were now being fixed.

5.29. In this connection, the Committee were informed that the
Institute of Secretariat Training and Management (Department of
Personnel) had undertaken to conduct a study of the Inventory Control
measures and to make suitable recommendations. Maximum and mini-
mum levels of inventory and rcorder levels for storcs and sparcs at the
various units of the Company would be fixed shortly on the basis of the
recommendations made by the Study Team.

5.30. The Committee regret to note that though the Undertaking was
set-up as far back as on 1st October, 1965, the Undertaking has not been
able to fix the maximum and minimum limits and ordering levels for
stores and spares at the various umits. It is only now that the Manage-
ment has entrusted the study of the inventory control measures to the
Institute of Secretariat Training and Management . (Department of
Personnel). The Committee urge that the Undertaking should re-organise
soon its stores organisation in the light of the recommendations of the
Institute.
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ORGANISATION
Organisational set-up

6.1. The Management of the Company vests in the Board of Direc-
tors appointed by the President. Article 106(1) of the Articles of
Association of the Company lays down that the President may, from time
to time, appoint one or more of the Directors to the office of the Chair-
man of the Board of Directors or Managing Director of the Undertaking
for such time and on such remuneration as he may think fit. The
Article further enjoins that the Secretary to the Government of India,
Department of Food shall be the first Chairman of the Board of Directors.
Accordingly, the first Chairman of the Board of Directors was appointed
on 4th March, 1966. The Deputy Secretary to the Government of India,
Department of Food was appdinted as part-time Managing Director of
the Company with effect from the same date. He became full time
Managing Director with cffect from 11th September, 1967. Therc was
no Managing Director during the period from 8th June, 1970 to 31st
July, 1972 and the Chairman was authorised by the President to excrcise
the functions of the Managing Director also. At present the undertaking
is having a full time Managing Director and a part-time Chairman,

6.2. The organisational set-up of the Undertaking is given in Appendix
1.

6.3. The position regarding total cost, cost of establishment and its
percentage to total cost during the years 1970-71, 1971-72 and 1972-73
is as under:—

Particulars 1970-71  1971-72  1972-73

(Rupees in lakhs)
Total cost . . . . . . . 401-8 545° 1 693° 1
Cost of Estnblishment . . . . . . 441 57°S 74°0
Percentage to total cost . . . . . . I1°0 10°§ 10°7

6.4. During evidence, the Committee cnquifed as to what were the
considerations which weighed with the Government in incorporating a
chaiuse in’ the Articles of Association of the Undertaking that the Secre-
tary, Department of Food should be the first Chairman of the Board of
Directors. The Secretary of the Food Department stated that thc Gov-

61 ~



62

emn:xent took such a decision because ‘the Food Secretary was also the
lealrm-an of the Food and Nutrition Board in the Deptt. of Food of the
Ministry cf Agriculture’. He further stated that the functions of the
Board were to prepare and coordinate the activities in regard to the
develc?pment and popularisation of subsidiary and protective foods and
to raise the level of nutrition in the country. The Secretary explained
that one of the objects of setting up these bakeries was to help in the
introduction and popularisation of enriched and pure bread, and to raise
the level of nutrition in the country and it was therefore, considered
necessary that the association of the Food Secretary who was also the
Chairman of the Nutrition Board would be a distinct advantage. Also

the Managing Director at that time happened to be a Government
official to begin with,

6.5. The Committee pointed out that according to the circular instruc-
tions from the Ministry of Finance, a typical structure of a Board for
a smaller enterprise could be a Chairman-cum-Managing Director with
one and possibly even two senior officers of the undertaking itself as
functional directors together with some part-time Directors. The Secre-
tary stated that now that they had a full time Chief Executive, who 1is
called a Managing Director. There was also an honorarv Chairman and
the structure was therefore more or less on the lines indicated in the
instructions of the Ministry of Finance. Tt was added that the Chairman
was in over-all charge of the Company and the Managing Director who
was the Chief Executive, was in charge of dav-to-dav affairs of the Com-
pany. Asked whether it would not be possible to manage with a
Managing Director-cum-Chairman. the Secretary informed the Com-
mittee that at one point of time they did not have a Managing Director
for about a vear and a half. Tn the intervening period after the previous
Managine Director left and a new cne was appointed, the Chairman was
looking after both the functions. Then it was felt that it would be better
to have a ful] time Managine Director in addition to the Chairman whe
normally gave guidance to the Board.

6.6. The Committee note that the Undertaking has at present a part-
time Chatrman and a full ime Manaecine Director. Thev, however, find
that accordine to the instrnctions issued hv the Ministrv of Finance
(Bureau of Public Enterprises), a typical structure of a Board for a smaller
enternrise could he a Chairman-cuam-Mansging Director with one and
nossible even two senior officers of fhe Ulndertakine Hsclf ac  functional
Mrectors tozether with some part-time directors. The Committee Aesire
that the Government should review the matter and consider the feastbility
of appoimting 2 Chairman-cum-Managing Director for the Undertakine
instead of having both a part-time Chairman and n  full-fime Manacine
Director,
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FINANCIAL MATTERS

A. Capital Structure .

7.1. The authorised capital of the Undertaking as on 31st March,
1972 was Rs. 1 crore comprising 10,000 equity shares of Rs. 1,000 each
fully subscribed and paid-up. ‘Government of India hold 9,993 shares
and the balance shares are held, one each, by the Food Corporation of
India, Delhi Administration and the .State Government of Gujarat,
Kerala, Maharashtra, Tamil Nadu and West Bengal,

7.2. The authorised capital was fixed at Rs. 1 crore after taking into
account the establishment of 6 bakery units offered by the Australian
Government. Subsequently, the Undertaking was allotted another three
bakery units to be set up with the assistance of Canadian Government.
The Undertaking was also on the look out for the establishment of more
bakery units.

7.3. In order to meet the requirement of funds for expansion needs and
also to enable it to allot shares to the Government for the value of plant
and equipment (Rs. 124.28 lakhs as on 31st March, 1972) received from
Australia and Canada as free gift, the Undertaking requested the Govern-
ment in April, 1967 to enhance the authorised capital of the Undertaking
from Rs. 1.00 crore to Rs. 2.5 crores. Subsequently it was realised by
the Undertaking that the proposed enhanced authorised capital of Rs. 2.5
crores would not be adequate to meet the requirement of funds for the
expansion programme. The Undertaking therefore, decided on 25th Sep-
tember, 1972 to raise the authorised capital to Rs. § crores. The revised
proposal was forwarded to Government for approval on 20th October,
1972. The approval of Government was awaited (June, 1973).

7.4. Pending increase of authorised capital, the Undertaking had not
been in a position to allot the shares for the value of plant and machinery,
which was being exhibited as a ‘current liability’ in the accounts of the
Undertaking.
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7.5. In addition to the equity, Government sanctioned unsecured loans
aggregating Rs. 139 lakhs from time to time on the terms and conditions
mentioned in Appendix IV. As on 31st March, 1972 an amount of
Rs. 119.67 lakhs was outstanding and as on 31st March, 1973 Rs. 88.33
lakhs were outstanding.

7.6. The debit equity ratio as on 31st March, 1973 was 88:100.

7.7. During evidence, thc Secretary of the Ministry informed the Com-
wnittee that Government had given approval to increase the share capital
of the Undertaking from Rs. 1 crore to Rs. 2.13 crores on 23rd October;
1973. With the increase in the authorised capital of the Undertaking
w.e.f. 23rd October, 1973, the debt equity ratio will now be 68:213.

B. Pricing Policy

7.8. The Undertaking had fixed the sale price of its products with
veference to its cost and the market price of competitive products.

7.9. In the Project Report submitted to the Government of India in
1965, ex-~factory and retail selling prices per standard loaf of 400 gms.
were estimated at 45 paise and 50 paise respectively on the basis of tated '
production of 35,000 loaves in there shifts per line per day. Later, the
Board of Directors in their meeting held on 17th August, 1967 approved
the provisional retail price of 60 paise per standard loaf of 400 gms.
(sliced and wrapped) with reference to the cost worked out on. the basis
of rated. production of 25,000 loaves in two shifts per line per day. The
Board further decided.that the retail price of. the bread should be reviewed.
at the time of commissioning of each, unit and also from time to time-after
taking into account the cost of raw materials and local circumstances. The.
prices of various types. of breads ruling from time to.time in- the vasious
Units are detailed in, Appendix V.

7.10. It will be seen from details given in Appendix V 'that
there was no increase.in the. sale:price of white bread except in respeet of -
Bombay Unit 'where the price of 200 grams loaf was increased from 38-
paise to 40 paise with effect from 1st December, 1971.

7.11. The Committee were informed that the price of Modern bread
had not been increased since 1969 despite increase in the price of certain
raw. materials -and in-cost of services. This had resulted in holding ‘the
price line of bread as other private manufacturers in the market had also
not been able to push up their prices.
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C. Prefitability

. 7.12. Out of nine Units of the Modern Bakeries (India) Ltd. five went
into -production in 1968; 3 in 1969-70 and one in 1970-71. The table
below indicates the profit (+)/loss (—) earned/incurred by the Under-
taking as a whole as well as by its constituent umits:—

(Rs. -im leakhs)

Unit

1968-69  1969-70 1970-71  1971-72  1972-73
1 2 3 4 s 6

Ahme ‘abad . (=181 (=230 (—)o'4r (=)o°83 (:)1°91
Bangalore (=324 (477 (—o°66 (—)016
Bombay. (—)o'6s ()42 (:)375 (i)6r90 (i)2:66
Cochin . (+)3°40 (+)4'39 (4)5°23 (44527 (- )6°81
Delhi (=100 (4)2:19 (+)2°B9 (+)2:60 (,)12:09
Hyderabad .. (=512 (142 (+)1°40  ()6°94
Madras . (—)228 (—)427 (i)2r09 (+)19°78 (:4)13°02
Kanpur (=)2:36 ({)6-22 (')216 (4)839
Calcutta (—)s 16 (4)6°22 (4)10°79
Head Office . (—)or23 (—)or02

(—)2°34 (=929 (i)8:19 (:)52°91 (. )62°45

7.13. For a proper appreciation of

following facts arc refevant.—

the above working results, the

(a) The overall profit of Rs. 8.19 lakhs earned in 1970-71 as com-
pared with the overall loss of Rs. 9.29 lakhs in 1969-70 was
contributed by better performance in cach of the Units except’
Bangalore where the loss increased from Rs. 3.24 lakhs in
1969-70 to Rs. 4.77 lakhs in 1970-71 and that of Calcutta
Unit ‘which was commissioned in 1970-71 itself and incurred

a Joss of Rs. 5.16 lakhs,

The expenditurc on advertissment and publicity was lower by

Rs. 6.25 lakhs.
Rs. 1.75 lakhs,

The miscellaneous

receipts increased by
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It will thus be seen that the overall profit of Rs, 8.19 lakhs in

(b)

1970-71 was mainly the result of lower expenditure on ‘adver-
tisement and publicity’ and increase in ‘miscellaneous receipts’.

The improvement in production performance as well as work-
ing results in 1970-71 was also contributed by the supplies
made under the social welfare programme which aggregated
62.56 lakh standard loaves representing 10.8 per cent of the
total sales, resulting in a profit of Rs. 11.06 lakhs.

(c) The increase in overall profit from Rs. 8.19 lakhs in 1970-71

to Rs. 52.91 lakhs in 1971-72 was the cumulative effect of
further improvement in the production performance and work-
ing results of each of the Units except Delhi where the profit
declined from. Rs. 2.89 lakhs in 1970-71 to Rs. 2.60 lakhs in
1971-72. The steep increase in the overall profit was mainly
the result of supplies made under the social welfare pro-
grammes which aggregated 321.14 lakh standard loaves, re-
presenting 37.9 per cent of the tota] sales in 1971-72, result-
ing in a profit of Rs. 44.43 lakhs as per details given below:—

Total profit  Profit Percentage

of the from of Profit
unit social from
welfare social

progamme welfare

supplies  programme
to total
profit

(Rs. in (Rs. in
Lakhs) lakhs)

6°99 2-21 31°6
6°22 4°49 72:2
5-27 3-98 755
8:60 1-85 712
1°40 1-86 1329
12° 16 11°77 968
1978 18:27 92' 4
T

(d) In addition to the profit of Rs. 44.43 lakhs earned from the

supplies made under social welfare programmes, there was an
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‘income of Rs. 8.91 lakhs under the ‘Miscellaneous Receipts’
in 1971-72. Both these items together were more than the
overall profit of Rs. 52.91 lakhs. This indicates that on the
overall basis no profit was earned on the commercial sales
which aggregated 525.86 lakh standard loaves representing
62.1 per cent of the total sales in 1971-72.

(e) It will also be seen from the data on working results that:
Ahmedabad and Bangalore Units had sustained a loss of Rs.
0.83 lakh and Rs. 0.66 lakh respectively in 1971-72.

Ahmedabad and Bangalore Units achieved 61.90 per cent and
88.99 per cent respectively of the rated capacity of production
in 1971-72. The poor working results of these two Units
especially in respect of Bangalore Unit would seem to warrant
the close attention of the Management, especially as Calcutta
and Hyderabad Units which achieved 60.44 per cent and 68.69
per cent respectively of the rated capacity had made profits in
1971-72.”

Tn this connection, the-Ministry stated (June, 1973) as follows:—

(i) The figures of profit from social welfare programme supplies
indicated in the para are based on the monthly operating re-
ports. These are, therefore, proforma figures after adjusting
certain items of expenditure like Head Office expenses, publi-
city, interest on block loans and depreciation, on an estimated
basis. ‘

(ii) Ahmedabad and Bangalore Units incurred a total loss of Rs.
1.11 lakhs in 1971-72 on the sales made under social welfare

programme.

(iii) Direct labour, factory overhcads and administrative overheads
had been equitably allocated over standard loaves produced of
each variety in the operating reports. Experience has shown
that this allocation was not strictly correct as these overheads
were definitely more on special varieties than on the white
sandwich bread. A recent study has revealed that these
could be correctly allocated between white and special breads
in the ratio of approximately 6:7. Tt would not therefore,
be correct to assume that there was loss on white bread sold

in the market.

(iv) During 1971-72, the Undertakine made a proforma profit of
Rs. 12.24 lakhs on commercial sales.
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7.14. From the Annual Report of the Undertaking for 1972-73 it is
seen that: — '

(i) there has been an increase of Rs. 10 lakhs in the overall profit

of the Undertaking from Rs. 52.91 lakhs in 1971-72 to Rs.
62.45 lakhs in 1972-73.

(ii) Although there has been an increasc in the quantum of sales
from 847 lakhs standard loaves in 1971-72 to 1055.76 lakhs
standard loaves in 1972-73, the increase has been only from

the supplies under Social Welfare programme as could be seen
from the table below:—

(S. L. lakhs)
Total sales Socijal Commer-
Weltare cial
1971-72 . . . 847:60 32v14 52586
1972-73 . . . . . . . . 108576 529+ 68 §26°08

Thus the increase in overall profit has been constituted by thetinctease in
the volume of sales under Social Welfare programme only.

(iii) Out of the nine units, eight units made profit and only the
Bangalore Unit had made a loss.

(iv) There had been substantial profits in the case of Ahmedabad,
Delhi, Calcutta and Hyderabad Units.

(v) There was decline in profit in the cases of Borabay, Madras and
Kanpur Units as compared to 1971-72.

7.15. In regard to the loss in Bangalore unit, it was stated that the
operations of the Bangalore unit actually resulted in a profit of Rs. 0.45
lakhs if the nct expenses for the year 1971-72 amounting to Rs. 0.61 lakhs
which had to be booked during 1972-73 were excluded.” Moreover the
prices initially fixed for the products had to be pitched at a low level owing
to keen competition from other well established bakeries in that city.

7.16. Asked about the factors which contributed to the substantial pro-
fits in Ahmedabad, Delhi and Hyderabad uits, the Undertaking stated that
these were because of the increase in production in these units (49 per
cent in Ahmedabad, 23 per cent in Delhi and 47 per cent in Hyderabad).
The capacity utilisation during 1972-73 was 92.22 per cent in Ahmedabad
and full in Delhi and Hyderabad.
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7.17. In regard to decline in profits in the case of Bombay, Madras
and Kanpur units, the representatives of the Undertaking informed during
evidence that this was becausc of high cost of Raw Materials.

7.18. The Committee enquired as to why the high cost of raw materials
affected adversely the profitability of these units only. The witness stated
that the inferior quality of flour resulted in higher wastes and lower yield
and consequently increase in cost of raw materials per standard loaf which
led to lower profits. - In Madras there was increased replaccment and de-
fective production during October to December, 1972,

7.19. Asked whether the inferior quality of wheat flour as noticed only
in Bombay and Kanpur Units, the Undertaking stated that the quality of
wheat flour kept on fluctuating from unit to unit depending on the quality
of wheat available with the FCI for supply to the millers who supply flour
to the Undertaking and that the prevailing wheat situation in the country

hardly left any choice with the Undertaking to take a rigid stand with the
F.CIL

7.20. The Committee pointed out that in the Quarterly Financial
Report of the Undertaking during 1972-73, the profit on the sale of 604
lakhs standard loaves of commercial bread was estimated at Rs. 6.49 lakhs
only and the rest of thc profit amounting to Rs. 58.84 lakhs was contribu-
ted by 452 lakhs standard loaves supplied under Social Welfare Programme.

7.21. They enquired the reasons for the low profit in the case of com-
mercial sales. - The Sccretary of thc Ministry stated that ‘normally the
Undertaking’s pricing policy was to work on the cost of production plus
a reasonable profit which should not exceed 15 per cent and it was on that
basis that they had agreed to supply it to the social welfare programme. In
the case of commercial bread, thc undertaking had also to keep in view
the prevailing market price. He stated that as it had come to their notice
that they were getting some higher profit from the sales under social welfarc
programmes, the pricc of the bread under the social welfare programme,
had been reduced in some of the States from 1st September, 1973. In
Delhi and Ahmedabad, price had been reduced by 15 paise per 800 gms.
loaf; at Kanpur about 5 paise per kg. of loaf, at Cochin about 5 paise per
800 gms. loaf.

7.22. During evidence, the Chairman, MBL informed that they had
so far been earning 13 per cent profit on sales under Social Welfare Pro-
gramme and after reduction in the price of bread it would be reduced to
10 to 11 per cent and the overall profit would be rcduced by Rs. 6.5 lakhs
approximately. He however, felt that the profit margin should, be 10 to
15 per cent,
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7.23. The Committee enquired whether the Undertaking could survive
with a profit of Rs. 6.49 lakhs a year on commercial sales had there not
been sales under the social welfare programme. The Secretary of the
Ministry stated as under:—

“If we do not have social welfare programme we will have our
profit in the other programme and we would certainly get
on to the other variety which gives us the highest profit. As
a public undertaking, we have another objective and that is,
to provide to the people at the most reasonable price the
product which is nutritionally much better and we have to
keep that in view also. If I do not have this constraint that
the price level should be maintained, I do not see any reason
why I should keep the same price. Every year, during the
last four years, when everything has gone up by 20—25 per
cent, I could have also increased that. We are keeping that
in view that as a public undertaking, we have the responsi-
bility....... We do not wish to increase the price unless it
is called for. I have told the Undertaking that they should
do whatever they can to improve their efficiency and pro-
ductivity and see that they work out a more reasonable price
level; without having to increase the price we can increase
our profits.”

7.24. To an enquiry about the basis on which the profit margin on
bread supplied under social welfare programme was fixed from time to
time and the measures taken or proposed to be taken to see that the
profit margin was kept within the reasonable limit, the undertaking in the
post evidence reply had stated that the “profit from bread supplied under
Special Nutrition Programme had to be viewed in the context of the Ob-
jectives of the Modern Bakeries (India) Ltd. which are as follows:—

(i) to hold the price line of bakery products,

(ii) to price the products so as to be competitive with similar pro-
ducts in market.

(i) to pay a dividend of not less than 6 per cent. on the share
capital.

(iv) to earmark every year a profit equal to 4 per cent of the share
.capital for expansion programmes.

The price of white sandwich bread which was fixed in May, 1969, was
kept at that level inspite of increase in the cost of production. Even
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though at some units, the Undertaking incurred losses on white bread sale,
the price was not increased. This enabled the Undertaking to hold the
price line of bakery products successfully.

While the commercial sales gave either ‘nil profit in some units or margi-
nal profit in other units, the profit on supplies to Social Welfare Pro-
gramme worked out at about 13.6 per cent during 1972-73. The return
on capital employed (Rs. 411.51 lakhs) worked out to 15 per cent. There-
fore the Undertaking, it was stated, considered to reduce the price of sup-
plies to social welfare programme and in August, 1973, reviewed its price
structure. Keeping in view the objectives mentioned at items (iii) and (iv)
above (i.e. to pay not less than 6 per cent dividend on share capital and
to retain a profit equivalent to 4 per cent of share capital for expansion
programmes), it was estimated that the undertaking should earn a gross
profit of about Rs. 55 lakhs only (profit after interest and depreciation)
during 1973-74 as against Rs. 62 lakhs during 1972-73. Therefore, from
September 1, 1973 the price of bread to be supplied under Social Welfare
Programmes was reduced as follows: —

Price before rcvision  Price from 1-9-1973

Ahmedabad . . Milk bread for M. P. Rs. 2.28 per 800 gms Rs. 2* 13 per 800 gms
Bangalore . . Milk Bread Rs. 1°20 per 400 gms. Rs. 1° 05 per 400 gms.
Calcutta . Milk Bread Rs, 1.60 per Kg. Rs, 1° 55 per Kg.
Cochin . . Milk Bread Rs. 2. 10 per 800 gms Rs. 2: 05 per 800 gms-
Delhi . . Milk Bread Rs. 2.28 per 800 gms Rs. 2° 13 per 800 gms.
Kanpur . . Sweet Bread Rs. 1°80 perkg. Rs. 1°75 per kg.

At the time of making the above mentioned reduction in price, it was
kept in mind that the profit margin on cost of sales is around 15 per cent
or s0. In certain units the Company incurred loss on sales under Social
Welfare Programmes. In Ahmedabad Unit, a loss of about 10 per cent
was incurred by the Undertaking on supplics to Baroda School Feeding
Programmes. Similarly in Bangalore Unit a loss of about 3.26 per cent
was incurred on supplies under Social Welfare Programme.”



72

7.25. From the Quarterly Financial Review for the quarter cnding 30th
June, 1973, it is seen that during the quarter all the units have made pio-
fit except Ahmedabad which incurred a loss of Rs. 0.05 lakh. The per-
formance of Calcutta, Kanpur, and Madras Units needs to be highlighted,
as there has been a fall in the profits and sales during the quarter. While
the main reason for decline in the profitability in Calcutta and Madras was
stated to be labour unrest and strike, in Kanpur it was due to fall in pro-

duction on account of continuous power cut and the inferior quality of
flour resulting in high percentage of defectives.

'7:26 The Committee note that though the profit of the Undertaking
was Rs. 62.45 lakhs during 1972-73 as against the prefit of ‘Rs. 52.91

lakhs during 1971-72, the increase in profit was only on accownt of the
supplics under Social Welfare Programme, While the Committee appre-
ciate that the Undertaking has been maimtaining the price line of bread
in spite of increase in price of raw materials etc., the Committee feel that
the Undertaking should not develop a sense of complacency by the over-
ull increase in profits which are mainly on account of supplies under
Social Welfare Programme. As stated by the Secretary of the Department
during cvidence, the Undertaking should take all steps to improve .their
efficiency and productivity to ensure a more reasonable price level and
achieve greater profitability without having to increase the price.

7.27 The Committec tird that in spite of the overall increase in profit,
there was decline in profit during 1972-73 in the case of the Units at
Bombay, Madras and Kanpur as compared to 1971-72. The Committee
were informed that this decline in profit was due to the inferior quality of
flour resulting in high waste and lower yield and also high cost of raw mate-
rigls. The Committee would like Government/Food Corporation of India
to ensure that flour of the requisite quality is consistently and in time made
available to Modern Bakerles in the interest of sustaining supply of good
quality bread to the public and obviating losses on defective or substandard
production. The Committec would like the Modern Bakeries also to take
cffective measures to see that inferior quality of flour which would result in
defective production is not accepted.

7.28, The Committee are not able to appreciate the Undertaking chare-
ing a higher margin of profit for bread supplied under the secial welfare
programme. The Committee while welcomoing the recent reduction in the
price of bread supplied under the Social Welfare Programme, recommend
that the margin of profit should be continuously reviewed so as not to bur-
den unduly this programme for social welfare,
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i+ <« - D Anticipations in the Project Report viea-vis actusle, ...
" 7129, According to the profitability epvisaged in the Project Report,
Australian Units were expectedto yield a profit of Rs. 2.68 lakhs per ling
and the Canadian Units- a profit of Rs. 3 lakhs per line. These
profits were worked out on the basis - of full rated capacity and om
the assumption that total capital outlay will be Rs. 132.60 lakhs including
working capital in respect of Australian Units and Rs. 108.60 lakhs in-
cluding working capital in respect of Canadian Units, On the above basis
the cost price per standard loaf and sales realisation per standard loaf work-
ed out as follows:—

Unit Cost price including  Sales price per Profit per standard
interest on loan standard loaf loaf
capital per standard
loﬂf i
Paise Paise Paise
Australian Units 42° 13 44° 28 213
Canadian Units 42°07 45°00 2:93

Note:—The above prcfitability stidy assimes 360 days cperation at full rateq
capacity in respect of Aurtralian Uuits and 300 days operation at ful) rated capacity
in respect of Canrdian Units.

Appendix VL. incorporates the anticipations made in the Detailed Pro-
ject Report, as estimated by the Undertaking and those obtained in actual
operation. The following facts emerge from the data given in the Appen-
dix:—

(a) All the elements of expenditure e.g. direct material, manufactur-
ing overheads, distribution and administrative overhcads exceed-
ed the anticipations made in the Detailed Project Report.
These also by and large, exceeded the estimates framed by the
Management in December, 1967. This situation prevailed . not
only in initial years but also in 1971-72 when 4 units had
exceeded the rated capacity and 2 units had attained approxi-
mately 90 per cent of the rated capacity. The increase was
much more pronounced in case of direct materials and distri-

* bution overheads. ’
(b) There were wide variations in respect of expenditure incurred
against individual elements of cost e.g. direct materials, manu-
v..; . -fasturing overheads and. adminjstrative_overheads amongst. the
G warious Units inger se.
3742 1.S—-6
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(c) The average sales realisation per standard loaf far exceeded the
anticipations made in the Detaflod Project' Reéport ‘and that
estimated by the Management in December, 1967. Its impact
was, iowever, nullified by more than proportionate increase in
the cost of production upto 1970-71.

The Undertaking informed that the average realisation per stand-
dard loaf in 1971-72 was 69.27 paise (per S/L) and 71 22
paise (per S/L) in 1972-73 and net profit per standard loat
in 1971-72 was 6.25 (per S/L) and 5.92 paise (per S/L)
in 1972-73.

(d) As against the net profit of 2.13 paisc per standard loaf in the
case of Australian Units and 2.93 paise per standard loal in
tho case of Canadian Units, the net profit per standard loaf sold
worked out as follows:—

Profit per staniard loaf (In paise) Remarks

WUnits
1968-69p  1969-70  1970-71 1971-72 1972-73

(t) €)] 3 4) (s) )

—

Australion Units—

Ahmedabed (=65 23
Bombay . o5 36 345 144
Cochin . 52 $.7 68 71§ 682
Dethi 26 28 274 10° 36
Moadras . g0 20" §2 8:as
Calcutta . 4'8s 7'95
Canadian Umita:—
Bangalore . .. (=) 373
Hyderabed o 3°95
Kaapur 893 13.08 { )

Cols. (5) and (6) not vetted in Audit.

7.30. It is scon from the above tablo that the profit per Standard Loaf
in the case of Madras (Australian Unit) and Kanpur (Cansidisn Unit) was



75

mchhi_sherascomparedtothepmﬁtpcr&wduduaﬂntbmd
-other umt's. The Committee enquired the reasons for the same. The main
'reasons given by the Undertaking were:—

(i) Economies of large scale production on optimum capacity utili-
sation.

(i) The price quoted to the Social Welfare Departments included a
good margin of profit. Subsequently the position was reviewed
and in Madras Unit the price was reduced by 32 paise per 800
gms. from February 1972 and in Kanpur Unit the price has
been reduced by S paise per kg. from 1st September, 1973.”

7.31. During 1972-73 profit per Standard Loaf in Kanpur and Madras
Units worked out to 8 paise and 8.25 paise.

7.32. The Committee note that all the elements of expenditure e.g. di-
woct materials, menufacturing overheads and administrative overheads not
-only exceeded the anticipations made in the Detailed Project Report, but
‘also by and large the estimates framed by the Management. Even amongst
the various umits inter se, there have been wide variations in respect of
expenditure against individual elements of cost. The Committee recom-
+wmend that the reasons for such variations should be gone into and ecomo-
waies effected with a view to ensuring reduction in cost and sustaining 2 rea-
-somable sale price.

E. Costing System

7.33. The Undcriaking follows a system of process costing. The follo-
wing deficiencies have been noticed in the cost accounts maintained by the
Whnits.

“(a) Reasons for the variance in consumption of raw materials as
compared with standards in the monthly cost sheets are not
analysed for taking remedial action.

(b) No record is maintained to show the idle labour and machine
hours.”

“The undertaking stated in a written reply that:—

“It is not correct to conclude that the reasons for the variance in
consumption of raw materials as compared with Standards in
the monthly Cost Sheets are not analysed. As a matter of fact
necossary action is taken daily at unit level,
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'(b) Production of bread is a continuous process. Hende it is diffi--
' cult to keep record of idle labour. So far as idling of plan®
and machinery is concerned, the units are keeping complete-
record. Head-Office ig also apprised in this regard “monthly
through the Operating Reports by the Chief Managers.”

7.34. To ‘an enquiry whether the price and quantity variance in the:
usage of taw materials was worked out and remedial action taken, the Un-
dertaking stated that the standard costs of all the ingredients had not been:
fixed o far due to instability of prices. However, the standard formula-
tions (i.e. standard quantity of ingredieats required) for all the varieties
had been fixed, actual consumption was compared therewith and variations-
between standard formulations and actual consumption were analysed. It~
was added that the main reascn for wide variations were the local tastes-

and diversity in climatic conditions of the places where the units were
located.

It is, however, seen that for detailed investigation of the deviations..
from the standard forjnulations, the Technical Division which had since

been set up in the Heéad Office. was being entrusted to go into the matter.,
if detail on a tegular basis.

"

7.35 As regards the steps taken to check the rise in the cost of pro-
duction, it was stated that the Undertaking had no control over the
increase in the price of raw materidls and cost of services which comsti-

tute the cost of production. The rise in cost of producion was however
checked by: T '

(i) utilisation of maximum capacity and thereby achieving the:
economies of large scale production,

(ii) reducgion in the distcibution cost,

(iii) control of waste ;nd defective pmductio‘n,

t

(iv) economy in expenditure of revenue nature.

7.36. The Committee recommend that the Undertaking should
arrange fo get the standard cost fixed early and maintain proper records
to indicate fhe idle Inbour so that a sclentific analysiy of the canses of
variance In costs by libour, materials and overheads msy be possible to
ensble the Undertiking to take snitoblo remedial measures in time ¢o
obtain the maximdin utilisation of lsbour an@ machisery, effect econo~
mies In use of materials and reduce the cost of production.
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7.37. The pesition of outstandmgs of the Undertaking for the years
497172, 1972-73 and 1973-74 as compared to the salcs during these
.Jyears was as under:-

(Rs. in lakhs)

1971-72  1973-73  1973-74
; (upto

Septem-
ber, 1973)
€i) Dues from Social Welfave Departments . 43°23 61°04 95° 1§
{#5) Dues from Hospimls lnd other Institudonal
Buyers . ‘ . 15°48 210, 2816
'(m) Dues t’f?m private pu'tiq . . . 363, . 4;4) : Fe )
i "ToTAL:— 61:34 . 6359 X26° 81
- Sales (value) 58674 75187
Percentage of a Sundry D'ebtor'a to sales ' . ip;'gs% sty ..

»' 738, The Undertaking explained that the main reason for the in-
‘«rease in the outstandings was that a major portion of their credit sales
‘was made to the Government Departments like Social ‘Welfare Depart-
“sments. The Govemnment Departments took a long time in releasing the
Phyment. Similarly hospital and other Institutional buyers to whom
“gales wenc made on credit basis, also took longer time in scttling the
“epiflh,

7.39. During evidence the Committee wers informed by the Secre-
‘tary of the Ministry that: the outstandings from the State Governments
_-against social welfare programme was very large. So far as Delhi was
,ﬂ.c,onccme'd,v a sum of Rs. 19.58 lakhs was outstanding as on 28th Feb-
ruary, 1973 Rs. 39,000 was outstanding for more than six months,
Rs, 3.74 lakhs for more than three months but lesg than six months;
Rs. 10 lakhs for more than one month but less than three months and
some amount was outstanding for less than one month,

7.40. The position of outstandings as on 30.6.1973 is indicated in
Appendix VIIL

7.41. Asked about the measures taken to realise the dues, the Under-
taking informed as under:-

“The Chief Managers of the Units are submitting a Monthly
Report to the Head Office indicating the position of out-
- standings. This report is reviewed every month and Chief
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Managers pursue the matter constantly with the local authorities.

In order to realise the dues expeditiously, the Company has.
also offered for timely payment but this step did not bring
in the desired result. The matter was also discussed with
the authorities of the Social Welfare Department for making
on account payment of 90 per cent or 95 per cent immediately
on presentation of the bills. After constant pursual, the
Governments of Kerala and Tamilnadu have since agreed to-
make immediate on account payment of 75 per cent and 90
per cent of the bills respectively.”

7.42. The Committee regret to note the beavy amount outstanding:
against Sundry Debtors of the Undertaking. The amount outstanding-
hom&oStateGovemmentsngainnSoctheIfnergnmmesisashxp'
a8 Rs. 95.15 lakhs upto September, 1973. The Committee feel perturbed
to find that in the case of Delhi State alone, a sum of Rs. 19.58 lakhs was
outstanding s on 28th February, 1973. This hardly testifies fo the abert-
ness and efficiency of the Undertaking in realising its dues. The Com-
mittee also see no justification for such heavy outstandings against the
Government  Departments. The oulstandings result in locking up of
funds, loss of interest and affect the liquidity position of the Undertaking.
The Comumittee, therefore, recommend that the present procedure for
billing and collection of outstandings should be reviewed and streamlined’
to ensure prompt realisation of all the dues and to have an effective com-
trol over them. The Committee trust that efforts will be speeded up hm
this respect and a better picture will emerge as a result thereof.

G. Internal Audit

7.43. The Undertaking has an Internal Audit Cell attached to the:
Finance and Accounts Division at the Head Office. The Internal Audit
Cell has three Internal Audit Officers; cach incharge of the region and’
having office at Bombay, Madras and New Delhi. The Regional Offices
have the following Units under their audit jurisdiction:—

i Date of establishment  Unit under their audit
Name of Regional Offices i
. . . . September, 1969 Bombay Ahmedabad
Pombay P and Hyderabad
. . October, 1969 Bangalore, Cochin
Madres and Madra
Detin . September, 1971 Delhi, Kanpur and

Chlcutta.




_ 744. All the Internal Audit Officers function under the adikiistrs-
sive comtrol and guidance of the Financial Controller at the Head Office,
In this connection following features deserve mention:—

(1) No procedure for submission of internal audit reports to the
Board of Directors has been laid down.

(2) The Committee on Public Undertakings in its 15th Report
(4th Lok Sabha) on Financial Management in Public Unde
takings had recommended that the functions of the Interpal
Audit should include a critical review of the systems, pro-
cedures and the operations as a whole. In pursuance of the
above recommendation, the Ministry of Finance (Bureau of
Public Enterprises) had issued instructions in September, 1968
to all the Public Enterprises to introduce such a system. The
Internal Audit Cell of the Company has, however, not con-
ducted any appraisal of the performance so far (January,
1973).

7.45. In this connection, the Ministry stated (June, 1973) that “the
detailed outlines of the systems and procedures in respect of the opera-
tions of the Units were compiled in June, 1970 und that it was therefore,
too early to undertake a critical study of the systems/procedures.”

7.46. When asked about the reasons for mot placing the reports of
Internal Audit before the Board of Directors, the Undertaking in the
post-evidence replies stated that ‘all the Internal Audit Reports as and whea
received are duly submitted to the top management Chairman/Managing
Director and in cases where serious irregularities are noticed, imme-
diate action is taken to prevent the irregularities’. It was further stated
that although no procedure for regular submission of the Internal
Audit Reports to the Board of Directors had been laid down, the
Undertaking had been placing before the Board the summarised posi:
tion of Internal Audit objections as and when desired by the Board
The Undertaking further stated that in their 30th meeting (25-4-72]
the Board desired a summary of Audit objections for the year 1971
72 to be placed before them. A note was placed before them in 31st
meeting (17-7-72) where it was desired that the same may be placed
before the Executive Committee. Accordingly, a note was submitted
to the Executive Committee of the Board of Directors, in their 8th
mecting held on 24.9.1972.

7.47. During evidence the Secretary of the Ministry informed the
Committee that the Ministry had asked the Internal Audit to carry out
a proper review of the systems and procedure laid down earlier.
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7.48. There is no denying the ‘fact that internaj audit n a modern
commercial undertaking plays a very lmportant role. Besides ' dis-
covering irregularities, if any, concurrently it has the added advantage
of bringing in advance to the motice of the management the weak areas
and help them to streamline financial procedures, cutting out waste etc,
The Committee would, therefore, stress that the Undertaking should give
due importance to the role of the Internal Audit in the organisation and
evolve a procedure for submission of internal audit reports to the Board
of Directors at regular intervals which should include a critical review of
the system, procedures and the operations as a whole with a view to
‘offect economies and improve efficiency in production,



Vi
MISCELLANEOUS
A. Payment of customs dnty ’IqruMa(h_s Plant at lvii'ghelf rate

8.1. As against a flat rate of 27 per cent levied at Bombay port in
the bakery equipment imported from ..Australia, similar equipment im-
ported between August 1967 and March, 1968 for the Madras Unit was
subjected to the customs duty ranging from 27 1/2 per cent to 100 per
cent of the value of equipment. The levy of higher rate of customs duty
at Madras port on the equipment valued at Rs, 9.26 lakhs F.O.B. Aus-

tralia resulted in an excess payment of customs duty amounting to
Rs. 1,01,273.

8.2. A claim lodged in December, 1968 for the refund of excess duty
paid was rejected by the Customs Authorities to the extent of Rs. 93,836,
being time barred. An appeal preferred on the Appellate Collector of
Customs in May, 1969 was rejected, Finally, the revision application
submitted for the refund of the customs duty paid in excess was rejected
by the Commissioner of Revision Application,

Department of Revenue and‘lnsurahce on the ground that limitation of
time for submission of claims to the Appellate Collector of Customs was
statutory and could not be relaxed.

8.3. The Committee were given to understand that the equipment
was imported through the Regional Director of Food, Ministry of Food
and Agriculture, Madras. While the equipment was received in August,’
1967, the Bill of Entry was forwarded by the Director of Food, Madras
during April-May, 1968, and the claim was lodged in December, 1968
which was rejected as being time-barred.

8.4. During evidence of the Undertaking, the Committee were in-
formed that the excess payment of customs duty was detected in Septem-
ber, 1968 at the time of finalisation of the accounts for the year 1967-68
Subsequently it was stated by the Undertaking in a written reply that the
customs duty was paid by the Dy, Director, (Dock Operations) Dcpart-
"ment of Food, Ministry of Agriculture. The Deputy Director in his appeal
to the appellate Collector of customs, Madras stated that he was ‘mot

technically qualified to scrutinise the correctness of the assessment and
_point out the discrepancies then and there’. The erroncous assessment
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by Madras Customs was known to Deputy Director (Dock Operations)
when a communication was received in October, 1968 from Modemn
Bakeries to the effect that similar equipment landed and clared at
Bombay was assessed to duty invariably et a flat rate of 27-1/2 per ceat
of complete unit. By the time it was known to the Deputy Director,
Department of Food at Madras about the excess payment of customs.
duty in October, 1968, it was already time barred. This was brought to-
the notice of the Board while adopting the account for 1967-68. A claim
was later preferred. It was added that being a transaction between . two
Government departments, no effort was made to fix the responsibility.

8.5. Asked whether the Undertaking had approached the Ministry for
taking up the question of payment of excess customs duty, the witness.
stated:—

“We had approached the Ministry of Agriculture for taking up
the question of payment of excess duty amounting to
Rs. 1,01,273. The Ministry of Agriculture approached the
Ministry of Finance, but they did not agree to relax the con-
ditions of statutory limitation and they rejected the claim.”

“After the claim was rejected by the Ministry of Finance, we re-
ferred it to our legal adviser, and he said that if there was.
some lacuna in the claim or lacuna in the order passed, then
the claim could be taken up and a writ petition could be filed
in the High Court; we have collected the necessary docu-
ments and the case is still being referred to the legal adviser
again for his opinion, in order to find out if there is any legal
lacuna.”

8.6. During evidence the Secretary of the Ministry informed the Com-
mittee that the reasons for the payment of excess customs duty were that
the Deputy Director of Port Organisation at Madras, under the Depart-
ment of Food who was dealing mainly with the clearance of foodgrains
and fertilizers was not technically conversant with the details of duties
to be paid on the plant and equipment. He was also not aware of the
duty paid at the Bombay Port. Most of the equipment at Madras was
received in August-September, 1967 and a small part in March, 1968.
The undertaking noticed a difference in the payment of customs duty
paid at Bombay and Madras in September, 1968 when the accounts were
finalised at the Head Office. By that time a period of three months was

over for making an appeal.

8.7. The Secretary of the Ministry further stated that there was no neg-
ligence on the part of Deputy Director, Food as be did not koow how



ropch duty be had o pay.. He paid whatever was demanded, otherwisp:
the goods would not have been cleared. He had no idea at any point
of time that ho was being over-assessed. The witness, however, added
that the Undertaking were having consultstion with their legal adviser who-
was still examining the matter.

8.8. The Committee note that at Bombay Port, customs duty on the
hakery equipmeat imported from Awstrafia was paid at the rate of 27 par
cent, whereas st Madras Port for similer equipment imported for the
Madras Unit of the Undertaking, customs duty at 27-1/2 to 100 per cemt
of the value of equipment was paid which bad resulted in excess payment’
amounting to Rs. 1,01,273, The Committee are surprised to find thes
there has been a difference in the rate of customs duty st 27-1/2 to 100
per cent at Madras Port and 27 per cent at Bombay for the similar type
of equipment. The Committee feel that had the correctness of the rats of’
customs duty been verified at the time of making payment, this situstion
would not have arisen. The Committee hope that the Undertaking/Minis--
try would draw a lesson from this experience and take suvitable measures
to verify the correctness of the rates of customs duty at the time of pay-
ment to obviate recurrence of snch cases.

B. Unrealistic Assessment of Power Load

8.9. In January, 1969 the Site Engineer, Kanpur Unit applied to the
State Electricity Board for sanctioning 350 KVA power load. The load
was sanctioned on 23rd April, 1969 and the connection was given to
the Unit in November, 1969. The assessment of eclectrical energy re-
quirements for running the bakery Plant was neither made at the time of
deciding the capacity of the transformer nor at the time of applying for
the load.

8.10. The plant was commissioned on 19th November, 1969 and the
average maximum load during 1969-70 and 1970-71 was of the order
of 74.5 KVA and 105.2 KVA respectively. The load of 350 KVA was
evidently much in excess of the actual demand. As the electricity tarift
provides for the billing on the basis of the actual maximum demand regis-
tered in a month or 60 per cent of the contracted demand, whichever is
higher. the securing of a higher power load resulted in an extra pay-
ment of Rs. 19,000 upto November, 1971 over and above what was pay-
able on the basis of energy consumed. The load was reduced to 200 KVA
with effect from 1st December, 1971.

8.11. The Management stated (December, 1972) that the quantum
of power load to be secured for the bakery Units had been locally assess-
ed by the Company's engineers in consultation with CPWDY{State PWD.
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Tt was further stated that on reassesérsient it was found that about 80 KVA
.gi 120 KVA power lgad weip aoquired for a. single: limo: Australian’ and
‘Canadian Plants respectiyely. .; S SR

'8.12, The actual power load sécured and effective for the various
“Units except Calcutta was higher than the above morms, as per details
given below:— ' '

TR S " SIS i
ot " “Maxdmum ¢ Remarks
e Lk power load applied e
o e . . .and sccured r
Ahmedabad . 150 KVA Applied for reduc
e o pto 130 KVA.m
‘Bomb'q K :» 250 KVA ' ' '
Medras, .. . . . 150 KVA
1+ QCochin - ‘ 139 KVA' .
"Demd UL ... . urasKVA
-@enadion - s
Bangalore . . . . . . 350 KVA Reduced to 175 KVA
. ot Lo s from 1-6-1971
!’{’W . . . R . . 180 KVA Mw’ to 120 K,VA
from 14-8-1971 )
. Kanpur . . .-- . ‘930 KVA" Reduced to 200
KVA from 1-12~
1971
| ———

Note : Bakery at Bombay has double line, while;others havesingle line

8.13. The Ministry stated (June, 1973) that the Kanpur Unit had ap-
proached the State Electricity Board in November, 1970 for the reduction
of contracted demand but the Board agreed to the reduction of power
load only on the expiry of the initial agreements in November, 1971.

8.14. Asked whether eny assessment of powcr load was made by the
‘Undertaking at the time of deciding the capacity of the transformer, the
MBL stated in the post evidence, reply that the assessment for power
load was made by the Company both for the Australian and Canadian
Units in consultation with Australian ‘and Canadiap 'authorities and the
W of the CP.W.D. R IR LY T s

(4}
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. 8.15. In_reply to: a-question as to whether any extra expenditure was
incurred . with ceference to -60 per cent of the contract demand, being “
higher than the agtual nomsumption -at the Units at Ahmedabad, Bangalore
and Hyderabad, the MBL informed that an extra expenditure of Rs. 6,240
was ingurred at Ahmedabad Unit but this was with reference to 75 pet "

cent of the contract demand as per the Gujarat State Electricity Board
Rules,

8.16. Asked about the reason for wide disparity between the power
load required for a single line Australian Bakery vis-a-vis Canadian Ba-
kery, the undertaking stated that it was due to the fact that Canadian
Bakcries were equipped with High Speed Mixing Machines where the
power requirement was six times of an Australiap slow speed mixer. Also
a high powered chilled water unit had been provided which had to work
in conjunction with High Speed Mixing Machine. The load requirement
for the Canadian chiller was also about 6 times that of Australian chiller
(provided indigenously).

8.17. When asked as to how even after reassessment that 80 KVA and
120 KVA were required for single line Australian and Canadian plints
respectively, thc maximum power loads applied and secured for Australian
units were higher than the norms, the Management informed the Com-

mittee that the power load required for a single line Australian bakery is
100 KVA (80 KW) and not 80 KVA.

The power load for Canadian bakery is 120 KVA. These assessments
are on actual power load and not on the connected load. Load sanction
has to be obtained on th: connected load which is 130-142 KVA for
single line Australian bakery and 150-175 KVA for Canadian bakery and
it is far this redson that even on reassessment the sanctioned loads for
these two types of baxeries are higher than 80 KW and 120 KVA except
in case of Hyderabad Unit where the revised sanctioned load is on the
basis of actual load and not the connected lcad.’

8.18. In regard to Bangalore and Kanpur Units, the Undertaking stated
in a written reply that the 1educed power loads of 175 KVA at Bangalore
and 200 KVA at Kanpur were no longer sufficiently higher than the re-
assessed: requircments as stated above.

8.19. The Committee find that sithough the average maximom power
lond required in'fhe Kanpur Unit of the Undertaking during 1969-70 and
1970-71 was of the order of 74.5 KVA and 105.2 KVA respectively, which
was subsequently réasécssed at 120 KVA power load or 150-175 KVA
¢onnected load, the power lond spplied and sanctioned lor the unit i.c.
350 KVA (subscquently reduced to 200 KVA) was evidently much in
excess of hé aciual demand and even more then the required connected
joad. The Committee regret to note that the agreement with the State
Electricity Board bad not tsken fnto scccvnt the realistic requirement of



86

‘the power load with the resuit fhat

extra expeaditure of Rs. 19,000 upto Nevember, 1971 towards payrheirt
to the State Electricity Board. The Commiiice suggeit that fhe’ Under-
“taking/Ministry should take mmediste steps to work
vequirements of power load on ¢ realistic basis in the
ence of actual working of the plumts and review the
‘State Electricity Board accordingly.

C. Self-reliance in Bakery and Bread Masking Equipment

8.20. The plants at present installed at the various centres by the
Undertaking were imported from Australia and Canada under Colombo
Plan Aid. Sufficient quantities of spares had also been imported.

8.21. The Committee enquired whether the Undertaking had studied the
feasibility of promoting indigenous maufacture of bakery plants and
machinery for replacing imported spares with indigenous manufactured
parts. The Undertaking informed as under: —

“We have been exploring the possibility of fabrication of all spare
parts required for thc imported plants. In the Conference of
the Maintanance Engineers, the requirements of spare parts
is reviewed and the Parts which can be fabricated indigenously
are identified. The Maintenance Engineers in their Con-
ference make recommendations for import of certain spares
either because they are not available indigenously or in order to
make available prototypes to the prospective indigenous
fabricators. As a result of such reviews the impoct bill of
spare parts is being reduced progressively.

The first phase of setting up the chain of nine bakerics in the
country wag completed in 1970. About 2—3 years were
taken to cotsolidate the functioning of these plants and in
1971 we had formulated the further expansion schemes of
the Company, In 1973, open tenders were invited for supply
of indigendus make bakery plants. We had also entered into
negotiations with the manufacturers both in public and private
sectors with a view to develop and fabricate automatic bakery
plants of modern designs. Onune of the manufacturers scems to
bo capable of fabrication of antomatic plants (except Slicing
and Wrapping Machine) with technical® assistance from
Modern Bakeries. Furthef negotiations are being held with
other partieq also.”
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8.22. The Committes pointed out that in this conpection in the
Annual Report for 1972-73 it was stated that the Undertaking had started
aegotiations with certain companies including public sector undertakings
interested in the manufacture of such machines. The undertaking
explained n a written note that they floated enquiries in the
begimning of 1973 through press advertisements and on receipt of offers,
started negotiations with two potential suppliers and after negotiations
decided to place orders with one of them (a private firm) for supply of two
automatic bakery plants without Slicing and Wrapping Machine.

8.23. The Committee were also informed that with a view to explore
the possibilities to manufacture the automatic slicing and wrapping machines
indigenously, the Undertaking started a dialogue with Hindustan Machine
Tools, a Government of India Undertaking, who had shown interest in
the matter.

8.24. Asked as to whether any comparison was made between the price
of an indigenous manufactured plant and an imported plant, the Undes-
taking stated that the imported plant (Australian-make) was costlier by
about 36 per cent as compared to the estimated price of indigenous
manufactured plant, This, however, excluded the cost of Slicing and
‘Wrapping Machine of about Rs. 3 lakhs which had to be imported because
the Indian manufacturers were unable to fabricate this machine at present.
It was also added that the potential indigenous manufactured plant would
«contain imported parts to the extent of 5 per cent of the valuc of the plant
(excluding slicing and wrapping machine) worth Rs. 3 lakhs to be imported
from abroad. The Committee wcre also informed that an indigenous
backery plant without slicing and wrapping urachine was expected to be
available by 1975. As far as slicing and wrapping machine was concerned,
# was not known as to when this machine would be available indigenously.

8.25. Asked as to how the capacity, operational und mdintcnance
costs of the plants proposed to be manufactured in the country would
<compare with those being imported or which were in use in other advanced
oountries, the Undertaking stated as under:—

“At present it is difficult to compare operational and maintenance
ocosts of the indigenous plants with those of imported plants.
This comparision would be possible only after gaining ex-
perience from the indigenous plants which would be available
to the Undertaking only in 1975. The equipment being
procured at the new units at Chandigarh, Ranchi will be of
later design as compared to the machines|equipments already
available with the existing units of the Company.”

8.26. The Committee wote thut the Undeitaking had decided to pur-
<hase backery pianty from a private firm in Bombay after invitation of open



tenders and has ake starte¢ a dislogue with MIMT, a Govmmeu of India
Undertaking for the manufacture of automatic slicing and wrapping
Machines. The Committeé consider that the Undertaking/Government
should explore in depth the possibility of getting the bakery plants, for
which there are growing requirements, fabricated through public sector
undertakings like Hindustan Machine Tools, Heay Engineering Corpo-
ration etc. where large unutilised capacity is available,

8.27. Every cfivrt should also he made to meet the requiremenfs
of sparcs and other parts for existing plants from indigenous sources so
ag to action sef rellance ot the earliest and obviate outgo of foreign ex-
change.
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OCONCLUSION

9.1. The Modern Bakeries (India) Ltd., was set up on 1st October,
1965 with the main object of setting up the bakery units to assist in the
development of the bakery industry in India on sound and scientific lines,
besides enabling expansion of production for meeting thi¢' increasing demand
arising but of urbanisation, industrialisation, increasing population and
changes in dietary habits. These units were designed to serve as models
for economical production of bread and were intended to help in introduc-
tion and popularisation of enriched and fortified bread for raising the level
of nutrition in the country. The Modern Bakeries (Fndia) Ltd., has so
far set up nine bakery units with atomatic equipment for production of
fortified and enriched bread in the cities of Ahmedabad, Bangalore,
Bombay, Calcutta, Cochin, Delhi, Hyderabad, Kanpur and Madras at a
total cost of Rs, 405.98 lakhs as on 31-3-1973 inclusive of the cost of
plant and machinery. Out of the nine units, five went into production
in 1968; three in 1969-70 and one in 1970-71.

The Committee find that on the basis of the study made by the Institute
of Economic and Market Research,, New Delhi on behalf of Wheat
Associates of U.S.A., the all India consumption of bread in 1971-72 was
estimated at 1,97,676 tonnes, and the share of the Undertaking amounted
t0 134,231 tonnes on prodiuition basis, i.e., 17.32 per cent of all India
consumption. The Undertaking has expansion programmes to increase
production from 112 million standard loaves at the end of Fourth Five
Year Plan to 282 million standard loaves at the end of Fifth Five Year
Plan. In addition, the Undertaking expects to develop sale of Biscuits to
the extent of 1800 tonnes, Yeast 620 tonnes and Peanut Butter 60 tonnes
per annum,

9.2, During the course of examination of the working of the Under-
taking, the Committee find that:

(i) Judged from the overall performance of the Undertaking as
a whole, it was for the first time in 1972-73 that the Under-
taking fully utilised its installed capacity, the percentage of
overall utilisation being 59 per Tent in 1970-71 and 86 per
cent in 1971-72.

89
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(ii) Tne sales turn over of the Undertaking has increased from
577.12 Igkhs of standard loaves in the year 1970-71 to 1055.76
lakhs of standard loaves in 1972-73 representing an increase
of more than 82 per cent. The sales under social welfare
programme has shown a marked increase from 62.56 lakhs
standard loaves in 4971-72 to 529,68 lakhs in 1972-73 repre-
senting an increase of 746 per cent.

(iii) The Undertahn; has been mmnwtn; the price line of bread
since May, 1969 despite increase..im the -cost- of rtw
materials.

(iv) The overall profit of the Undertaking has iacreased from
Rs, 8.19 lakhs in 1970-71 to Rs. 62.45 lakhs in 1972-73,

9.3. The Committee, however, fiad the following shortcomings in the
working of the Undertaking:—

(i) There had been delay in the conmstruction and commissioning
of the nine bakery units set up by the Undertaking ranging
from 5 to 33 months and in respect of majority of units, the
target dates of completion of erection of machinery had not
been laid down.

(ii) A detailed market survey at Chandigarh and Ranchi could
have enabled the Undertaking to have gone in for standard
size plants even at the first instance thereby obviating delay in
setting up of these plants. In Jammu and Kashmir, a firm
decision has not been taken even after a lapse of two years, as
to the type of plant to be put up there.

(iii) The rated capacity of 35,000 standard loaves per day of 24
hours on multiple shift basis mentioned in the Project Report
was reduced to 30,000 standard loaves per day on two shift
basis in September, 1968 and even the reduced capacity had
not been reviewed till November, 1972.

(iv) Although the Project Report envisaged the operation of each
of the bakeries at its full rated capacity from the commence-
ment of production, the units set up at Ahmedabad, Bombay
and Calcutta have not so far attained the rated capacity. In
the case of Ahmedabad, even the targets of production which
‘have been fixed at less than the rated capacity have not been
attained at any time,
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(.v) The - defective production and retorn’ of stale . and moqu

" bread continue to be higher than the norms fixed for the pur-

pose, in'several urits #nd it was only in 1972-73 that a system

of ‘ amalytical btudy of the defective production was, introduced

in the Head Office. Ome of the reasons for such defcctnve produc-

tion wa¥’ stated to bt poor quality of flour supplied by the
Food Corporation of India.

(vi) While the s3les performance of the Undertaking under the special
nutrition programme has improved during the years, there has
. not been appreciable increase in the commercial sales of bread

&

According to Government, about 50 per cent of the total sales in
1972-73 was to the urban slum areas and tribal areas. The
Committee are not sure as to how far the bread sold by the
Undertaking was actually available to the weaker sections of
society living in Jhuggi Jhompri, industrial and other areas.

(vii) Although machinery for making Buns, Rolls, etc, have been
obtained, these have not been pressed into service so far,

(viii) The Undertaking had not made use of the critical shortage of
butter in the market during the last several months to push up
the sale of Peanut Butter which is stated to be nutritious and

cheaper.

(ix) Although the Undertaking has initiated or completed the
necessary feasibility studies in regard to setting up of Biscuit
Plant and Yeast Plant in the Fifth Five Year Plan, no definite
decision has so far been taken by the Undertaking.

(x) Even though the Undertaking proposes to set up six standard
units and twelve medium size units during the Fifth Plan, in-
vestigations in regard to these projects have not been com-

pleted and detailed schemes therefor have not been finalised.
No firm decision has been taken either about the precise
location of these plants or about the acquisition of land.
Acquisition of land for the units had taken a lot of time in
the past and delayed the completion of the projects,

(xi) In spite of overall increase in profit there was decline in profit
duing 1972-73 in the case of the units at Bombay, Madras and

Kanpur as compared to 1971-72.
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9.4. While the Undertaking has been maintaining the price line of
bread in spite of increase in the price of rew materials etc, it should not
develop a sense of complacency by the overall increase in profits which
are mainly on account of supplies under Social Welfate Programme. It
‘should take all steps to improve efficiency and productivity to ensure a
more reasonable price—level and see that it lives up to its role by making
aveilable wholesome and nutritius bread and other bakery products at
‘reasonable prices specially in these days of scarcity of bread in the country.

SUBHADRA' JOSHI,
New DeLhi; Chairman,

March 21, 1974, Cammittee on Public Undertakings.
Phalguna 30, 1895 (SAKA),




APPENDIX 1
(Referred to in Para-1.2)

Summary of the recommendations }nade in the Report of the Australian
Expert

1. As a first step plant bakeries should be established in major cities.

2. The State operated bakeries which it is proposed to establish should :
be augmented by dévelopment in the private sector of industry and through
<o-operative unions.

3. The production of bakers yeast must be increased and new factories
should be decentralised to provide an assured supply of yeast to all parts
of the country. ‘Because of climatic conditions and the fack of refrigerated

transport and storage, a large proportion of the yeast produced must be
in a vital dried form,

4. The flour-milling industry must be equipped to mill a greatly increased
production of fine flour for bread-making,

5. Having regard to these recommendations, some foreign exchange
must be made available for the importantion of machinery essential to
the break-making, flour-milling and yeast industries, It is suggested that
the import licences for items of this equipment should be given a higher
priority at least for a limited period. Applications for licences should be
referred to the Technical Adviser of the Ministry of Food, for assessment
of priority.

6. The establishment of an indigenous engineering industry specialising
in baking and milling machinery should be encouraged. Collaboration with
overscas manufacturers ig desirable so that full advantage can be taken of
fatest developments in the design and performance of machines. A range
of machinery which is suited to the needs of both large and small bakers
should be available.

7. The technical training of bakers in food polytechnics must be
assisted by the provision of adoquate equipment which will enable the
demonstration of modern bread-making methods and the use of machinery.
Courses must be designed to show bakers the practical implication of their
studies. Advanced study should be provided at a management level which
will assist in the development of a business and the successful marketing of
the product.

¢ 93 i
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8. Consideration should be given to the provision of sultable training
courses at Food Polytechnicg for flour-millers.

9. Bakery Trade Advisory Committee should be formed at each Food
Polytechnic to review from time to time the syllabus and maintain liaison
between the polytechnic and industry, Such committees formed in associa-
tion with industry will help to develop an informed leadership,

10. Standards for sanmifation and general hygiene in bakeries should
be introduced and enforced.

11. All bread offered for sale should be wrapped. Because of the
lack of facilities in many homes, slicing of the loaf at the bakery is desir-
able.

12. The use of bread in school feeding programmes should be encour-
aged. Consideration should be given to fortifying such bread with added
protein, vitamins and minerals such as multi-purpose food, to give an
attractive and palatable product,

13. There must be a properly integrated approach to cereal research.
The main centre for this work should be the Cental Food Technological
Research Institute at Mysore with laboratories prificipally concerned with
wheat quality evaluation situated at wheat breeding establishment such' as
Pusa and the wheat handling ports of Calcutta and Bombay. Research at
the CF.T.R.I. should be concerned with the following aspects of wheat
production and utlhsataoq —_

(a) Wheat quality evaluation-participation in and co-ordination of
quality ‘testing of various wheat breading programmes. Central
references authority for the wheat quahty requirements of
ndnsm'

® Flour-mnllmg technology-studies  in the mlllmg behaviour of
wheat varieties; the development of improved milling techniques
to suit Indian requirements for both Atta and Fine Flour; the
application of new milling techniques to Indian cenditions..

(c) Baking technology-studies of progesses, methods and ingredients,

(d) General research-factors associated with the ‘quality of wheat
flour and bread. “The nutritive value and significance | of bread
in relatlon to the Indian dletary pattem

(e) lndustry lisison and extension services, the dissemination of
technical information and research findings to the baking ead
associated industries.
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14 In planning the deviopment of an expanding industry, production
statistics are essential. At present no reliable figures are available with
respect to (a) the total production of fine flour and bread and (b) the
number and production capacity of bakeries. This information should be
collected and published in the appropriate publication,

15. Qualified bakers and millers should be encouraged to travel and
gain experience of production methods used overseas.

16. It is suggested that the publicity section of the Ministry of Food
and Agriculture should, from the information contained in this report, pre-
pare a bulletin on bread-making. Such a publication, simply and clearly
written, should be circulated as widely as possible. It would deal with
faults in current practices and their correction, the requirements—
good bread quality, the construction and design of bakeries, machinery re-
quirements and lay-outs for bakeries of different sizes, yeast-the use of
dried and compressed forms. I would be happy to assist in the preparation
of this publication and would correct the draft copy and supply any addi-
tional mateial which might be necessary.
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APPENDIX Il
(Vide para 6.2)

DETAILED NOTE ON THE ORGANISATIONAL SET UP
OF MODERN BAKERIES (INDIA) LMITED

Organisational set up:

The Management of the- Company vests in the Board of Directors
appointed by the President of India. Article 106 (1) of the Articles of
Association of the Company lays down that the President may, from time
to time, appoint one or more of the Directors to the office of the Chairman
of the Board of Directors or Managing Director of the Company for such
time and on such remuneration as he may think fit.

At Head Office:

The Chairman is in overall charge of the Management of the affairs of
the Company. The Executive Head of the Company is the Managing
Director who has five Divisional Heads functioning under him. All the
Divisional Heads are responsible to the Managing Director who in turn
may report to the Chairman depending upon the importance and serious-

ness of the items of work. The Divisions at the Head Office are as
follows:—

1. Board Secretariat and Industrial Relations Division.
2. Administration and Personnel Division.
3. Finance and Accounts Division.
4, Marketing and Planning Division.
5. Technical and Materials Management Division.
6. Engineering Division.
Each Division is headed by a Divisional Head except that Divisions at

Serial Nos. 1 and 2 above are under one Divisional Head i.e. Secretary.
All the Divisional Heads report to the Managing Director.

Functions of the different Divisiong are as follows:—

(1) Board Secretariat and Industrial Relations Division: Secreariat
apA Poard work; and Industrial Relations.
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(2) Administration and Personnel Division: Establishment, Adminis-
tration and Personnel matters,

(3) Finance and Accounts Diyigian:. Gompilation of Accounts of the
Head Office and consolidation and finalisation of accounts for the Com-
pany as a whole is done in this Division. Besides, they render advice in
respect of financial matters including cost accounting and pricing, prepara-

tion and coordination of budget proposals, statistics. and arranging internal
audit.

(4) Marketing and Planning Division: Functions of this Division in-
volve market survey and research, price fixation, preparation of project
roports, planning, marketing strategy, arrangement for distribution of pro-
ducts, publicity and public relations.

(5) Technical and Materials Management Division: Development of
now products, technical assistance to units, quality control and advice to
units on maintenance and improvement of quality, procurement of raw
materials, equipment and machinery, import of equipment, chemicals etc.
from abroad and maintenance eof inventory control system.

(6) Engineering Division: Designing for plants and allied equipment;
development and research for manufacturing plant and spares and other
equipments indigenously, preparation of inventories of engineering spares
and components for units; advice on maintenance of plant, setting up and
commissioning of new bakery units and other production plants and super-
vision of Civil Construction work at the units.

At Units:

Chief Manager is the Chief Exécutive of the unit and reports to the
Managing Director. The following departments function under the direct
control of the Chief Manager.

(1) Administration and Accounts.

(2) Production.

(3) Maintenance.

(4) Sales.

Each department is under the charge of an Officer at the middle levet
and all the departmental heads report to the Chief Manager.



-APPENDIX ' 1V
A Referred to in Para 7-8)
Utm'cn,nd Loail'{ [ram Ooucmm andg_hqgrm and cenditions

!%o Amount of loan Date of drawal Rate of Interest Period of moratorium drawn
1 2 3 4 ]
(Rs. in Lekhs)
I 35 31-3-1967 63% Payabalc on 4th
; ’ anniversary of the
date of drawal.
‘ 0. be repaid by
the Compeny in
‘§ equal instalments.
3 20 17-1-1968 64% Do.
3 20 " 30-3- 1968 6}9_{, Do.
4 10 12-3- 1969 - % Do
(Rebate 3% for
timely payment
of lntetest)
s 10 31 3- 1969 Do. Do.
6 1s 313 1969 Do. Do. :
7 10 27 1- 1970 Do. Do.
8 10 31-3-1970 Do. Dao.
9 8 26-8- 1970 Da. Do.
10 7 31-3-1971 Do. Do.
11 4 313 1971 6% "Repayable on 1st
anniversary of the
139 Rebate $9% for date of deawak
ti mely payment To be repaid in
of interest) 3 equal instllme:m.

a
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APPENDIX

v

(Ryferred toin pares 79 &7 10)

A. Statement showing prices of various types of bread ruling as on 31-3-197% and
31-3-1972 in the units

A. White Bread (in Paise)
Bx. Pactory 400 gms,
Unit 800 gms. 200 gms.
As on As on As on As on As on As on
3rr3?7m 3r-372 31371 3r1-372 31371 31373
(w.e.f, w.ef. (w.et.
1-12-71) 1-13°71) 1-12°71)
1 a 3 4 L] 6 7
Ahmedabad . 120 120 64 64 33 33
Bangalore ) . 130 128 6s 64 36 3s
Bombay. 11§ 11§ 62 62 34 3
Calcutta 120 120 61 61 31 31
Cochin 131 -68 36
Dethi 120 120 63 63 34
Hyderabad 130 130 68 68 36
Kanpur 130 130 68 68 36
Madras . 13§ 13§ 70 70 37 ‘37
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Whelesale
Unit Soogms.. . .., .. s400 gms. 200 gms.

Ason  Ason Ason . Ason Ason As on

ST RLP WA MAp wymo e

x-x§-7l) | }-1;-71) x;n-'zx)
1 2 3 4 5 6 7
Ahmedabad 128 12§ °67 67 35 35
Bangalore . .. .
Bombay. . 120 120 6s’ 6s 36 37
Caloutta . 128 125 64 64 325 32'S
Cochin 136 138 71 2 38 4°
Dodhi .
Hyderabsd .
Kanpur
Madras - .
Retail

Unit 800 gms, 400 gms. 200 gms.

As on As on » As on As on As.on As on

I ST I SER wIW

1-12°71) 1-12:71) 1-12°71)

Ahmedabad 135 135 73 72 38 38
Bangalore 144 140 72 70 40 38
Bombay. . 130 130 70 70 38 40
Calcutta 135 133 69 69 3s 3s
Cochin . 150 150 78 78 42 4z
Delhi 138 135 70 70 38 38
Hydorabad 148 145 75 75 40 40
Kanpur 148 145 75 75 40 40
Madras . . 150 150 78 78 42 42
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APPENDIX VIl

(Referred to para 7- 40)

Stpumnt :Il'owmg outstanding sale proceeds a¥ on 30-6.73

(Amount in lakhs of Rs.) -

S:::::n;:‘l:: Private Parties '1"0‘!AL
(a) More than one Year o'd but 314 0:92 4°16
(4) Morethan 6 months but
less than one year . - 803 042 8- 45
(¢) Mare than 3 Months butless
than 6 months - 19-23 o- 30 19- 53
(d) More than 1 month but
less than 3 months . 41-89 054 42 35
(e) Less than 1 month , 46- 84 2-61 49 45
119°13 47 . 123-92
Stateeise
Ahmedabad . . . . . . . . . . 7- 41
Bangalore . . . . . . . . 17:03
Bombay . . . . o e . . 8-07
Calcutts . . . . . . . . 10°82
Cechin . . . . . . . . . . 16- 21
Delhi , . . . 19- 89
Hyderabad . . . . . . 10- 82
Kanpur . . . . . . . . 16- 79
Madros . ¢ . 16-88
ToTAL: Rs. 123:92
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APPENDIX VIII

Summary of Conclusions Recommendations

Refererce to
Para No, in
the Report

Summary of Corclsiors/
Recommendations

1.20

The Committee note that the main object of the
Undertaking is to manufacture wholesome and
nutritious bread and other bakery products under
hygienic conditions for supplying to general public,
institutions and Government sponsored programmes at
reasonable prices and thus be of assistance in im-
proving the dietary standards of people and popularise
the distribution of convenience foods. They find that
the Undertaking had marketed 1055.76 lakhs of
standard loaves during 1972-73 out of which sales
under the Social Welfare Programme accounted for
529.68 lakhs of standard loaves, i.e. 50.17 per cent of
the total sales, which according to the Ministry go to
the urban slum areas and the tribal areas. The Com-
mittee are not sure as to how far the bread sold by the
Undertaking is actually available to the weaker sec-
tions of the Society living in Jhuggi Jhompri industrial
and other areas. They recommend that the Under-
taking should examine the feasibility of producing
cheaper type of bread/buns in suitable smaller size and
to ensure adequate arrangements for its distribution
s0 as to be within the easy reach of the weaker sec

tions of the society.

The Committee find that the Board of Directors had
revised the list of objectives and obligations on 5th
September, 1973 but Government have not yet given
their decision on the revised objectives. The Com-
mittee desire that Government should finalise this

matter soon.
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2.15

2.16

217

The Committee note that one of the reasons for
the revision of the estimates for setting up of 9 bakery
units from Rs. 241.20 lakhs to Rs. 370.03 lakhs was
non-provision of ancillary equipment and services,
customs duty, pre-operative expenditure, etc. in the
Detailed Project Report. The Committee regret to
point out that in spite of their repeated observations
that the original estimates should be prepared by
Undertaking and approved by Government after tak-
ing into account all known factors, these estimates had
not included even provision of ancillary equipment and
services, customs duty, pre-operative expenditure etc.
in the Detailed Project Report with the result that
true picture of the cost likely to be incurred on the
project was not available.

The Committee also find that there was an ad-
ditional expenditure to the extent of Rs. 4.32 lakhs
because of the training and posting of some of the
officers much ahead (13 to 40 months) of the date of
commissioning of the plants. The Committee recom-
mend that there should be proper planning and strict
control should be maintained over expenditure to en-
sure that there was no wastage or avoidable expen-
diture on the setting up of the various units.

v —

The Committee are also surprised to find that al-
though the revised estimates were approved by the
Board of Directors in December, 1967 these have not
been approved by Government even after lapse of six
years. The Committee take a serious view that the
Undertaking incurred additional expenditure on these
units to the extent of 68 per cent of the original
estimates amounting to Rs. 164.78 lakhs although any
variation of 10 per cent or above the approved esti-
mates for any particular component part required
prior approval of Government.
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2.19

2.28

The Committee note that in the case of Calcutta
Unit the Undertaking incurred expenditure on the
setting up of double line without specific approval of
Government as required under the Articles of Associ-
ation. The Committee recommend that the reasons
for incurring such large unauthorised expenditure by
the Undertaking without approval of Government
should be looked into and responsibility fixed.

The Committee would also like in this connection
to draw the attention of Government to paras 1.7 and
1.9 of the Fiftieth Report of the Public Accounts
Committee (Fourth Lok Sabha) on New Services and
New Instrument of Service and stress that effective
action should be taken by the Government to imple-
ment the recommendations and take prior approval
of Parliament in case of substantial revision. The
recommendation was reiterated bv this Committee in
para 2.20 of their 39th Report (1972-73) on Pvrites,
Phosphates and Chemicals T.td. The Committe> also
expect that while examining the auestion of accord-
ing approval to revised estimates. Government would
seriously consider its effects on the cconomics of the
Projects. The Committee fcel that where the econo-
mics of the nrojects are adverselv affected a8 a racult
of revised estimate of canital exnenditura. the matter
should be specificallv brought to the notice of Parlia-
ment without delay.

The Committee resret to note that there has been
delav in the construction and commissionine of the
nine bakerv units set up bv the Undertaking roneing
from S to 33 months as comnared to the anticinated
dates of commissioning. Thev are surprised to  find
that in resnect of the maioritv of units. tareet dates
of comoletion of rrection of machinerv had not heen
laid down to watch the nroeress in the erection of
machinerv and commissioning of the plants. Tt was
admitted during evidence that there was no cchedule
and plannino in denth. The Se~retarv of the Minije-
try stated that the Undertaking had heen acked to fix
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10.

2.34

253

precise schedules and targets and to adopt modern
methods to watch the progress of construction, erec-
tion, commissioning etc. The Committee desire that
for the units to be set up by the Undertaking in the
Fifth Five Year Plan, detailed schedules for construc-
tion, erection and commissioning should be prepared
keeping in view the past experience. There should
be effective supervision and check at all levels to see
that these schedules are adhered to. There should
be close liaison between the Management and Govern-
ment so that assistance and guidance are readily avail-
able to resolve any difficulties and hurdles which may
come up in the way of adherence to targeted schedule
The Committee would like to be informed of con-
crete measures which have been taken or are now pro-
posed to be taken by the Undertaking/Government to
achieve the above objective.

The Committee are surprised to find that in spite
of the fact that Belgachia site was known to be soft
and low and water logged during the monsoon season,
it was selected by the Board of Directors on the
technical advice of the Catering Adviser to the Gov-
ernment of India and an cxpenditure to the extent
of a lakh of Rupees had to be incurred on the site
which ultimately proved to be infructuous. The Com-
mittee wish to record their unhappiness at the hasty
decision with which the Belgachia site was selected
and later abandoned.

The Committee find that the Undertaking had for-
mulated a detailed plan in 1971 for the expansion,
setting up of units and diversification of its product
lines over a seven-year period from 1972-73 to 1978-
79 including the setting up of three medium  size
bakery units to be located at Chandigarh, Ranchi
and Jammu and Kashmir and the approval of Gov-
ernment for these plants was accorded in principle
in September, 1972. However, no financial sanction
has been issued so far. The main reason for the
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12.

2.54

255

—

delay is stated to be that the earlier proposal to set
up medium size units has been changed for setting
up standard size plants at Chandigarh and Ranchi in
view of detailed market surveys carried out at these
places. In respect of Jammu and Kashmir the matter

is still stated to be under the consideration of the

State Government.

The Committee view with concern the lack of ad-
vance planning and a detailed market survey in the
centres proposed for location of these plants before
a decision was taken to set up medium sizc plants at
these centres. The Committee feel that a detailed
market survey at Chandigarh and Ranchi could have
enabled the Undertaking to have gone in for standard
size plants even at the first instance thereby obviating
the delay in the setting up of these units at these
places. The Committee are surprised that even after
a lapse of two years, a firm decision has not been
taken as to the type of plant to be put up in Jammu
and Kashmir. The Committee need hardly strcss
that any delay in setting up of the plants would only
accentuate the already existing shortage of the much
needed bread in the country and making the avail-
ability of bread at rcasonable prices more difficult.

The Committee also take a serious view of the
Undertaking incurring expenditure on the plants to be
set up at Chandigarh and Ranchi without a proper
financial sanction of Government. The Committee
fail to understand as to why Government should not
have issued advance sanction for incurring expendi-
ture "upto certain monetary limit pending approval
of detailed estimates.

The Conmittee also find that the Undertaking
propose to set up a Biscuit Plant and a Yeast Plant
in the Fifth Five Year Plan and feasibility studies in
this regard have already been either initiated or com-
pleted. They desire that decision in regard to the
setting up of these plants should be finished quickly.
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—

The Committee were also informed that during the
Fifth Plan the Undertaking propose to set up six
standard units and twelve medium size units. The
Committee feel that the necessary investigations in
regard to these projects should have been completed
and well considered and detailed schemes prepared
and decisions taken well before the commencement of
the Fifth Plan to obviate the delay in the setting up
of these plants. The Committee would urge that ad-
vance action should be taken about the precise
location and acquisition of land for these units as
acquisition of land has taken a lot of time in the past
and delayed the completion of the projects.

The Committee note that the rated capacity of
35,000 standard loaves per day of 24 hours on multi-
ple shift basis mentioned in the Project Report was re-
duced to 30,000 standard loaves per day on two shift
basis in September, 1968 on the ground that the third
shift would not be theoretically possible in a single
line bakery in view of the time required for main-
tenance and the rated capacity of each plant was fixed
on the basis of 300 working days per annum on two
shift basis. The Committee also note that as against
300 working days assumed in the calculation of rated
capacity, the plants practically worked for 357 days
in a year. The Committee do not find any justifica-
tion for working out the rated capacity on the basis
of two shifts for 300 working days. The Committee
regret that the reduced capacities fixed in September,
1968 were not reviewed till November, 1972, i.e. after
a lapse of four years and had been provisionally re-
vised only then. The revised rated capacities have
however, not been finalised so far. Tt was admitted
by the Ministry that it was possible to work a unit
for a part of the third shift after providing some time
for cleaning and maintenance. The Committee re-
commend that the rated capacity of each bakery unit
should be critically examined and fixed after taking
into account all the relevant factors and the imperative
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3.21

need to maximise production in the interest of meet-
ing the pressing requirements of public in these days
of shortages. The Committee also deprecate the
manner in which the rated capacity of the bakery plants
was reduced. The Committee need hardly point out
that the Management should continuously review the
actual production against the capacity/targtes fixed on
scientific basis. The Management should also review
at least once a year the whole question of capacity
with a view to improving the production. The Com-
mittee would like to be informed at an early date of
the precise action taken in pursuance of these recom-
mendations.

The Committee find that although the Project
Report envisaged the operation of each of the baker-
ies at its full rated capacity from the commencement
of production, the rated capacity had not so far been
attained at Ahmedabad, Bombay and Calcutta evcn
after § years of continuous production at Ahmedabad
and Bombay and three years at Calcutta.

The Committee also find that even the targets of
production which have been fixed by the undertaking
at less than the rated capacity have not been achieved
in any year at Ahmedabad unit and except for 1971.
72 in the Calcutta unit. The Committee were inform-
ed that the main reason for the poor performance ot
Ahmedabad, Bombay and Calcutta Units was lack of
market demand besides frequent changes in the in-
cumbency of the Chief Manager at the Ahmedabad
Unit. The Committee fail to understand as to how
non-achievement of targets of production could be due
to lack of market demand specially when there has
been wide spread scarcity of bread in the market. The
Committee recommend that a careful analysis as to
the causes of non-attainment of the rated capacity in
each of the units of Ahmedabad, Bombay and Cal-
cutta should be made and suitable remedial measures
taken to improve the performance of these units.
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3.22

3.40

3.41

342

3.43

The Committee also recommend that frequent
changes at the top level should be avoided in the in-
terest of smooth working of the plants.

While the Committee note that the percentage
of norm of defective production has been reduced
from 1 to 0.5 the Committee find that the percent-
age of defective production continues to be higher
than the norm in several unmits of the Undertaking.
The Committee recommend that the system introduc-
ed in the Head Office in 1972-73 for an analytical
study of the defective production of bread at various
units should be made more effective and the results
of such analytical study fed back to the respective
units in order to take -effective remedial measures
to minimise the defective production so as not to
exceed, in any case, the norm fixed therefor.

The Committee were informed that while defec-
tive bread was utilised for cattle feeding and some
percentage of it was also destroyed, it was also sold
to the workers of the Undertaking at reduced rates.
The Committee need hardly stress that a careful
watch should be kept to see that no manipulations
take place in declaring any part of the production
as defective.

The Committee are concerned to note that one
of the reasons for defective production is lack of
supply of satisfactory quality of flour by F.C.I.—a
public undertaking. The Committee see no reason
why it should not be possible to take effective mea-
sures to see that FCI supply the Modern Bakeries
with satisfactory quality of flour in public interest.

The Committee also find that in the case of Ban-
galore. Bombay and Kanpur units, the percentage
of return of stale and mouldy brcad was more than
{ per cent during 1972-73 as compared to the norm
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3.54

3.67

of 0.5 per cent fixed by the Management with effect
from 2nd December, 1972. The Committee view
with concern the high percentage of return of such
bread in these umits. The Committee recommend
that the Undertaking should take effective measures
to tighten up its inspection machinery to ensure that
stale and mouldy bread is not put in the market.
The Committee would also like that the Undertaking
should immediately conduct a review of the return
of stale bread vis-g-vis the supplies made to the
various centres from these units so as to localise the
areas from which there is high return of stale bread
and take suitable remedial measures to regulate the
supplies to such areas.

The Committee are of the opinion that a detailed
demand survey for Buns, Rolls etc. should have
been conducted before obtaining the machines for
manufacture of these products, as gift from the Gov-
ernment of Italy. Having obtained the machinery
for making Buns, Rolls etc. the Committee would
like these to be pressed into service at the earliest.
Consumer preference particularly of the weaker sec-
tions of society should be tested. The Committee
would like the Undertaking to develop the capacity
for buns, rolls etc. if these meet more effectively the
requirements of weaker sections of society.

The Committee feel that the Undertaking should
have made use of the critical shortage of butter in
the market during the last several months to push up
the sale of Peanut Butter which is stated to be nutri-
tious and cheaper. The Committee would like the
Undertaking to locate suitable sale points and assure
availability of peanut butter on regular basis. The
Commiittee would like the Undertaking to critically
examine the pricing aspect and take suitable mca-
sures to bring down the cost of production to make
this Plant economically viable and to ensure avail-
ability of butter at reasonable prices.
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3.68

4.10

4.16

The. Committee also recommend that Govern-
ment/Undertaking should explore the possibility of
setting up a peanut butter plant on a pilot basis in
a State where there is large scale production and

_ usage of peanut as food.

From the data made available to the Committee,
they find that during 1971-72 market participation
of the Undertaking was 17.32 per cent of all India
consumption of bread though the participation rang-
ed from 16.52 to 78.39 per cent in five major cen-
tres where the Modern Bakeries have their units.
The Committee also note that the Undertaking has
expansion programmes to increase production from
112 million standard loaves at the end of 4th Five
Year Plan to 282 million standard loaves by the end
of the Fifth Five Year Plan. The Committce teel
that if the objective of the Undertaking to introduce
and popularise enriched and fortified bread for rais-
ing the level of nutrition in the country is to be
achieved in a greater measure the market participa-
tion of the Undertaking must also grow progressively
consistent with the demand.

The Committee note that the sales turn-over of
the Undertaking increased from 577.12 lakhs of
standard loaves in the year 1970-71 to 1055.76 lakhs
in the year 1972-73 representing an increase of more
than 82 per cent. Out of this, while the commercial
sales showed a marginal rise from 514.56 lakhs in
the year 1970-71 to 526.08 lakhs in the year 1972-
73, representing an increase of 2 per cent, the sales
under the social welfare programmes showed a
marked increase, a rise from 62.56 lakhs in 1970-71
to 529.68 lakhs in 1972-73, representing an in-
crease of 746 per cent. The Committee were in-
formed during evidence that a larger proportion of
production was meant for the special nutrition pro-
gramme and whatever remaining capacity was avail-
able, was utilised for commercial sales. While the
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" taste, price structure etc.

Committee appreciate the sale performance of the
Undertaking under the special nutrition programme,
they see no reason why suitable promotional efforts
should not be made to step up the commercial sales
as well especially when ‘there are proposals for in-
creasing the production during the 5th Plan.

The Committee find that the Modern Bakeries are
using 70 per cent imported wheat and 30 per cent
indigenous for the manufacture. of bread. The Com-
mittee were also informed that if the Undertaking
could get good quality of indigenous wheat such as
Kalyan, Sonalika, Sharbati, PV-18, etc. they would
not require any foreign wheat for the manufacture
of bread. The Committee feel that in addition to
the steps already taken to procure the special varie-
ties of wheat through the Food Corporation of India,
the Undertaking should explore the possibilities of
procuring these special varieties of wheat from the
State Farms Corporation of India so that in the years
to come dependence on imported wheat for the
manufacture of bread is reduced, if not altogether

“eliminated.

The Committee find that the standard formula-
tions for bread had been fixed by the Undertaking
on the basis of the advice of the Australian Bakery
Technologist and theso also conformed to T.S.I. Speci-
fications. However, these formulations had been
modified from time to time with reference to actual
consumption pattern and other factors like Jocal
The Committee also find
that there were variations in use of raw materials
from the standard  formulations. The Committee
were informed that the variations ffom the standard

formulations were made only in respect of sugar,
oil, etc. There was no change in the quality of
bread so far as its nutritional value was conc'cmcd.
The Ministry had however, decided to ap?omt an
Expert Committee to examine this aspect in detail.

3742 LS—9
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5.30

6.6

The Committee hope that the use of raw materials
and formulations would be reviewed and stafidard-
ised in the light of the recommendations of the Ex-
pert Committee so as to optimise yield and reduce
the cost keeping the nutritional value of the bread
unaffected. The standard formulations so fixed
should not be allowed to be changed without prior
approval of the Board of Management in case it
affects adversely in any way the nutritional value of
the bread.

The Committee regret to note that though the
Undertaking was set-up as far back as on 1st Octo-
ber, 1965, the Undertaking has not been able to fix
the maximum and minimum limits and ordering
levels for stores and spares at the various units. It
is only now that the Management has entrusted the
study of the inventory control measures to the Insti-
tute of Secretariat Training and Management (De-
partment of Personnel). The Committee urge that
the Undertaking should reorganise soon its stores
organisation in the light of the recommendations of
the Institute.

The Committee note that the Undertaking has at
present a part-time Chairman and a full-time Manag-
ing Director. They, however, find that accord-
ing to the instructions issued by the Ministry of Fin-
ance (Bureau of Public Enterprises), a typical struc-
ture of a Board for a smaller enterprise could be a
Chairman-cum-Managing Director with one and pos-
sibly even two senior officers of the Undertaking it-
self as functional directors together with some part-
time Directors. The Committee desire that the Gov-
ernment should review the matter and consider the
feasibility of appointing a Chairman-cum-Managing
Director for the Undertaking instead of having both
a part-time Chairman and a full-time Managing
Director.
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7.28

The Committee note that though the profit of the
Undertaking was Rs. 62.45 lakhs during 1972-73 as
against the profit of Rs. §2.91 lakhs during 1971-
72, the increase in profit was only on account of the
supplies under Social Welfare Programme. While
the Committee appreciate that the Undertaking has
been maintaining the price line of bread in spite of
increase in price of raw materials etc., the Commit-
tee feel that the Undertaking should net develop a
sense of complacency by the overall increase in pro-
fits which are mainly on account of supplies under
Social Welfare Programme. As stated by the Sec-
retary of the Department during evidence, the Under-
taking should take all steps to improve their effici-
ency and productivity to ensurc a more reasonablc
price level and achieve greater profitability without
having to incrcase the price.

The Committee find that in spite of the overall in-
crease in profit, there was decline in profit during
1972-73 in the case of the Units at Bombay, Madras
and Kanpur as compared to 1971-72. The Com-
mittee were informed that this decline in profit was
due to the inferior quality of flour resulting in high
waste and lower yield and also high cost of raw
materials. The Committee would like Government/
Food Corporation of India to ensure that flour of
requisite quality is consistently and in time made
available to Modern Bakeries in the interest of sus-
taining supply of good quality bread to the public
and obviating losses on defective or substandard
production. The Committee would like the Modern
Bakeries also to take cffective measures to see that
inferior quality of flour which would result in defec-

tive production is not accepted.

The Committec are not able to appreciate  the
Undertaking charging a higher margin of profit for
bread supplied under the social welfare programme.
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34,

3s.

7.32

7.36

7.42

—

The Committee while welcoming the recent reduc-
tion in the price of bread supplied under the social
welfare pregramme, recommend that the margin of
profit should be continuously reviewed so as not to
burden unduly this programme for social welfare.

The Committee note that all the elements of ex-
penditure ©.g. direct materials, manufacturing over=
heads and administrative overheads not only excced-
ed the anticipations made in the Detailed Project
Report, but also by and large the estimates framed
by the Management. Even amongst the various units
inter se, there have been wide variations in respect
of expenditure against individual elements of cost.
The Committee rccommend that the reasons for such
variations should be gone into and economies effect-
ed with a view to ensuring reduction in cost and sus-
taining a reasonable sale price.

The Committec recommend that the Undertaking
should arrange to get the standard costs fixed early
and maintain proper records to indicate the idle
labour so that a scientific analysis of the causes of
variance in costs by labour, materials and over-
heads may be possible to enable the Undertaking to
take “suitable remcdial mcasures in time to obtain
the maximum utilisation of labour and machinery,
effect economies in use of mmterials and reduce the
cost of production.

The Committee rcgret to notc the heavy amount
outstanding against Sundry Debtors of the Undertak-
ing. The amount outstanding from the State Gov-
ernments against Social Welfare Programmes is as
large as Rs. 95.15 lakhs upto Sept. 1973. The Com-
mittec feel perturbed to find that in the case of Delhi
State alone, a sum of Rs. 19.58 lakhs was outstand-
ing as on 28-2-1973. This hardly testifics to the
alterness and efficiency of the Undertaking in real-
ising its dues. The Committee also see no justifica-
tion for such heavy outstandings against the Gov-
ernment Departments. The outstandings result in
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-87.

7.48

-8.8

locking up of funds, loss of interest and affect the
liquidity position of the Undertaking. The Com-
mittee, therefore, recommend that the present préce-
dure for billing and collection of outstandings should
be reviewed and streanilined to ensure prompt real-
isation of all the dues and to have ah effective coh-
trol over them. The Committee trust that efforts
will be speeded up in this respect and a better pic-
ture will emerge as a result thereof.

There is no denying the fact that internal audit
in a modern commercial undertaking plays a very
important role. Besides discovering irregularities, if
any, concurrently it has the added advantage of
bringing in advance to the notice of the manage-
ment the weak areas and help them to streamline
financial procedures, cutting out waste etc. The
Committee would, therefore, stress that the Under-
taking should give due importance to the role of the
Internal Audit in the organisation and evolve a pro-
cedurc for submission of internal audit reports to
the Board of Directors at regular intervals which
should include a critical review of the system, pro-
cedures and the operations as a whole with a view
to cfiect economies and improve efficiency in pro-
duction. ’

The Committee note that at Bombay Port, cus-

. toms duty on the bakery equipment imported from

Australia was paid at the rate of 27 per cent, where-
as at Madras Port for similar equipment imported
for the Madras Unit of the Undertaking, customs
duty at 27-1/2 per cent to 100 per cent of the value
of equipment was paid which had resulted in excess
payinent amounting to Rs. 1,01,273. The Commit-
tee are surprised to find that there has becn a differ-
encc in the rate of customs duty at 27-1/2 per cent
to 100 per cent at Madras Port and 27 per cent at
Bombay for the similar type of equipment. The
Committee feel that had the correctness of the rate
of customs duty been verificd at the time of making
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payment, this situation would not have arisen. The
Committee hope that the Undertaking/Ministry
would draw a lesson from this experience and take
suitable measures to verify the correctness of the
rates of customs duty at the time of payment to obvi-
ate recurrence of such cases.

The Committee find that although the averagé
maximum power load required in the Kanpur Unit
of the Undertaking during 1969-70 and 1970-71 was
of the order of 74.5 KVA and 105.2 KVA respcc-
tively, which was subsequently reassessed at 120 KVA
power load or 150-175 KVA connected load, the
power load applied and sanctioned for the unit i.e.
350 KVA (subsequently reduced to 200 KVA) was
evidently much in excess of the actual demand and
even more than the required connected load. The
Cominittee regret to note that the agrecment v ith
the State Electricity Board had not taken into a.-
count the realistic requirement of the power load
with the result that the Kanpur Unit had to incur
an extra expenditure of Rs. 19,000 upto November,
1971 towards payment to the State Electricity Board.
The Committee suggest that the Undertaking/Minis-
try should take immediate steps to work out the
maximum requirements of power load on a realistic
basis in the light of the experience of actual working
of the plants and review the agreement with the
State Electricity Board accordingly.

The Committee note that the Undertaking had
decided to purchase bakery plants from a private
firm in Bombay after invitation of open tcnders and
has also started a dialoguc with HMT, a Govern-
ment of India Undertaking for the manufacture of
automatic slicing and wrapping machines. The
Committee consider that the Undertaking/Govern-
ment should explore in depth the possibility of get-
ting the bakery plants, for which there are growing
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requirements, fabricated through public sector under-
takings like Hindustan Machine Tools, Heavy Engi-
neering Corporation etc., where large unutilised ca-
pacity is available.

40. 8.27 Every effort should also be made to meet the re-
quirements of spares and other parts for existing
plants from indigenous sources so as to attain sclf
reliance at the earliest and obviate outgo of foreign

exchange.
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