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INTRODUCI'ION 

1, the Chairman, Committee on Public Undertakings having been 
authorised by the Committe!! to present the report on their behalf, present 
this Forty-seventh Report on Modem 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 Modem Bakeries (Iodia) 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 Modem Bakeries (Iodia) Ltd. and 
labour unions for placing before them the material and information they 
wanted in connection with the examination of Modem 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) Ud. 

NEW DELHI,' 

March 21, 1974. 
PhalguM 30, 1895 (SiJkQ). 

(vii) 

SUBHADRA JOSHI, 

Chairman, 

Committee on Public UndertQkings. 
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INTRODUCTORY 

A. HIItorIail """,Dd 

1.1. A study of the Indian Baking Industry was made in t 964 by aD 
expen under the Colombo Plan. The terms of reference for the study 
were:-

"(a) To assess potentialities for increased production, consumption 
and marketing of bread aDd bakery products so as toin<:rease 
divmiftcation ot the average diet. 

(b) To assess the scope for the production and utilisation of Dutri-
tioaally enridt.ed bread aDd bakery products. 

(c) To render advice on the lines of development Deeded for iD-
creasing the efficiency of production, improvement of quality 
and modernising the techniques o( 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 recommondations mado in the Report is contained in Appen-
dix I. The principal recommendatiolls were as follows:-

(a) As a first step plllDt bakeries should be established in major 
clties. I 

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

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

(d) Some foreign exchange must be m.adf; available for the impor-
tation of the machinery essential to the bread making, Bour 
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 modem 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 protei'l, vitamins and minerals such as multi-
purpose food, to give an attractive and palatable product. 

(g) No reliable figures were available with respect to the total 
production of fine ~uraPQ lMead and the number and 
prodUction capacity of the bakeries in India. This information 
should be collected aBel published in the appropriate pu~lica­
tion. 

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

1.4. From the quotations received in JaDuar~/February, 1965 from 
Australia, U.K, and Germany, the Australian equipment was found suitabl<! 
by a delegation which visited Australia. The Australian Government 
agreed to bear the entire cost of equipment worth Rs. 67 lakhs (po~t 
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 tbe6e BakeTies was under COMi-
deration, the Canadian Government 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 bakeries. 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-
garb, but sobsequently it was decided to locate the plant assigned for 
Chandigarh at Bangalore. 

1.6. Government approved tbe Project for thft Australian Units on 5th 
July, 1965 and for the Canadian Units on 10th November, 1966. A 
company under the name "Modern Ba.k.ieries (India) Ltd." was registered 
on 1 st 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 these! units--except those at Bombay and' 
Calcutta is 30,000 standard loaves of 400 gms. ' per day while ~e 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, 1 %8 and April, 
1970 as per details below:-

Unit 
Australian 

I. Ahmedabad 

2. Bombay 

3· Calcutta 

4· Cochin 

5· Delhi 

6. Madras . 

Canadiall 

7· Bangalore 

8. Hyderabad 

9· Kanpur. 
" 

B. Achievement of Objectives 

Date of commissio",'"g 

r-4-r9('i8 

~-I-1968 

1-4-1970 

1-5-1968 

1-6-1968 

15-1-191l8 

.1-2-[97° 

1-9-1969 

19-II-1969 

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 
dem.:md arising out of urbanisation, industrialisation, increasing population 
and changes in dietary habits. Thcse Units were designed to serve as 
modds 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 diet, achieving better nutrition at the 
same time. 

1,11. Iii 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 Undertaking.<;. This recom-
mendation was accepted by Government and the Bureau of Public Enter-
prises, Government of India, vide their letter No. 9(156)V7()'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 conUnunicato 
the samo to Government The Management accordingly submitted a note 
oa1he 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 Jight 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 ha~ been approved by the Board of Directors on 5th 
:September, 1973. The revised objectives arc as follows:-

.. No .. Pi ........ 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 materi'llls required for manufacture of 
bread and bakery products and to set up such ancillary ind'Us-
tries as may be necessary for sustaining th'e production and 
growth of bakery industry. 

D. Fmandal objectives: 
( 1) To pay a dividend of not Jess. than 6 per cent on the capital 

invested by the Company on COIltinuing 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-
kot aad simultaneously ensuring adequate returns on capital 
invested and for other dcvcJopDMntal 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. 
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'1.12. OoYe11Ullent's decision on the revised objOctLves an~ obligatio» 
II awaited. " " , ' 

1.13. DuriDs·the course of evideace ot the Undertaking, the Committee-
eaquited u to hovi far it had been able to adhieve its objective specially' 
in respect of supply of bread to the weaker sections of society, jndustrial 
workers, etc. The Chairman ot the Undertaking stated:-

, "The rated capacity of the Company's installed units includina those-
units situated in rice eating areas are being fully utilillCd 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 aro 
amongst the lowest and this has placed the Modern Bread' 
within easy reach of the weaker sections of the society. In-
creasing use of Modem Bread is being made by the Industrial' 
Canteens, Nutritios Programme and Hospitals. The figures on. 
the basis of a recent analysis are as follows:-

Hospitals 

Army and Navy 

Other institutions including Industrial Canteens. 

Percentqe of !rastiwtionallalee to totallales 

Percentage of social welfare salMi to total sales • 

Percentage of school feeding wes 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-
sonally 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 CODcerned. the 
Undertaking had been supplying adequate quantities of bread. The sales 
under the Social Welfare programmes had increased from 6.25 million 
loaves in 1970-071 to 52.97 million loaves in 1972-73 which was aIso going 
to the urban slum areaa and the tribal areas. 

1.16. In reply to a question as to whether there was any arrangement 
for distributing bread throuah the can~ns so that industrial. work~rs coulet 
get Dutril ious bread, the witness stated that bread was bemg dlStribut~ 
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-through various centres. In Madras, for instaDce, there were 334 retail 
-JIObltl lhd out of tbese, 57 ..vere situated within one Km. of the slum ·areaI 
and industrial colonies and 30 centres were within a furlong of these areas. 
He further ioforme4, that more n'ItaiI.ibqps were being .. kl such areas 

· andhijber priority wu bciq aivon to ,tbe'Weeker sections of the soeilety. 

1.17. The Committee eDquir~ wlle&her there was 'aJly possibility (1f 
making bread out of 'jowar' or any other foodgrain wbich was cheaper 
tbMl Wbeat a~d which could be purebased and consumed by weaker sec-
tions of society. The Chairman of the Undertaking assured "we shall try". 

1.t8. To a slIggestion whether it Was possible to make available the 
-bread in smaller packets of a few slices so that the poorer classes could 
· afford tb purchase t'hent, the Secretary of the Ministry stated that they had 
already given thought to this. If they made a smaller package, the cost 
would go up, apart from reducing the overaD 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-
moot of the people would be much better met by Buns rather than by 
cutting the size of the bread which might Dot tum out to be an economic 
proposition. ! 

1.19. De Committee note that the main object of the Undertaking is 
; to manufacture wbolesome and nutritious . hread IIRd other. bakery 
· product. under hygienic conditions for supplying to general publk, 
institutions and Government sponsored programmes at reasonable prices 
and thus be of assistance in hnproving the dietary standards of people 
aDd popIIIarlse the distribution of conveniet1ce foods. Dey find fha1 the 
,Undertaking had marketed 1055.76 lakhs of _ .. dud loaves duritIg 
1971.73 out of which sales under the Social Welf8ft Programme accounted 
for 259.68 laths of staadsrd Ioave o.e. 50.17 per cent of tIac total sales, 
which ac:c:ordiag to the Ministry go to the urban slum . areas and die 
tribal areas. The Committee are not sure as to how far the bread sold 
by the Undertaking is actually available to the weaker sections of tile 
Society living in .lhuggi lOOmpri, industrial and other areas. They re. 
commend that the Undertaking should examine the feasibility of produc-
int= cheaper type of breadlbuns in suitable smaller sbe and to ensure 
adequate arrangements for Its diNttlbution so as to be within the eaSy 
reach of the weaker sectiohB of the society. 

1.20. The Committee find that the Board of Directors had revised die 
list of objectives and obligations on 5th September, 1973 but Govern-
ment have not yet given their decision on die revised objectives. TIle 

. Committee de&lre that Government should finalise this matter soon. 
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CONSTRUCTION AND COMMISSIONING '\ 

2,1, The table below gives the details of estimates as indicated in the 
Detailed Project Report, as revised by the undertaking in Decemlber:, 
1967 and the 'actual expenditure upto 31st March, 1973 relating to the 
nine bakery Units set up by the Undertaking: 

(Rupees in lakhs) 

Orilinal Estimates II!l per Detailed Revised Actual Exec's, (+) 
Project Reports Estimates expendi- saving(-) 

-~-------- (Dec, 67) ture Upto over re-
Australian Canadian Total March, vised eati-

units units 1970 mates 

2 3 4 5 6 7 

3 
I, Land 17'50 4'50 15'00 24'37 IS' 34 (-) 9'0 

2, Buildings 17'50 25'50 43'00 93'76 95'92 (-) 2'16 

3, Bakery Plant 41' 50 45'00 86' 50 137'20 181'67 ( : ) 44'4l 

4, Local Equipment 6'00 4'50 10'50 16'60 16, 56 (-) 0'04 

5, Ancillary sen' ices 27'48 14'61 (-)12'87 

6, Furniture and Office 
equipment 4' 75 8'07 (-n 3'32 

7, Delivery Van 15'10 8' 10 23'20 26'60 38'81 (.) 12'21 

8, Pre-operative 12'67 (-) 12'67 

9, Contingencies 6'85 (-) 6'85 

10, Working capilal 42'00 21'00 63'00 19'75 35'00 ( , ) 15'25 

----------------------------
TOTAL: 132 '60 108'60 2·P·20 37°'°3 405'98 (~) 35'95 

--~--,----

NOTE.-'The revised estimates of December, 1967 included a provision of 
Rs. 42.22 lakhs for 9. single line unit at Calcutta, whereas the figure of 
actual expenditure as on 31-3-1972 includes an amount of Rs. 53.21 lakhs 
incurred on setting up both the Jines. It has been stated (July. 1973) by 
the Management that additionoal expenditure for putting up the double line 
at Calcutta would work out to Rs. 18,36 lakhs on the setting up ot the 
single line bakery. 

7 
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2.2. It is seen that the estimates for the nine bakery units increased 
fro~ Rs. 241.20 lakhs to Rs. 370.03 lakhs. The following reasons were 
aSSIgned by the Management foJ'. escal'8tion of project estimates:-

IIabrIes let Up with Austnlian Assistance. 

(a) There was abnormal· rise in prices of land, building materials 
'aDd indigenous equipment and cost of labour since 1964 

when the project estimates were first pr~pared. 
(b) The cost of bakery plant increased frQm Rs. 41.50 laths to 

Rs. 71.27 lakhs mainly on account of devaluation and partly 
on aecalmt of fully autom'8tic equipment being supplied ins-
tead of semi-automatic one. The change over from semi-
automatics to fully automatic bakeries also in<:reased 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 fol' 
ancillary equipment and services, customs duty, pre-operativo 
expenditure, etc. It was assumed th'8t the equipment would 
be exempt from the paymeot of customs duty . 

• Meries set up with C .. adiaa asslltance 

(a) Incr.ease in the cost of buildings and local equipment owin~ 
to rise in prices (Rs. 8.13 lakhs). 

~) Non-provision of customs duty (Rs. 12.36 lakbs). 

2.3. The increase in actual expenditure upto 31st March, 1973 under-
tBakery Plant and 'Delivery Van' W'8S 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 due to 
(a) provision of second bakery line (Rs. 15.5 l'Skbs), (b) capitalisation 
of the pre-operative and contingency expenditure of about Rs. 15 lakhs 
and (c) general escalation of prices between 1967 and 1972. AI Ie-
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 partly 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 th~ training programme framed, the Undertak-
ing recruited in JunejAugust, 1966 the following staff so that the officials 
would complete the training by the time Australian plants were installed: 

1. Production..aun-General Manqer 6 

2. Maintenance Engineer 

3. Shift Superintendents 

4. Head. Bakers . 

6 

5 

6 

2.S. After completion of training, 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 andlor 
date of commissioning of the plants, vide details given below:-

Units 

Ahmedabad . 

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

First week of De-
cember.I966. 

30-12-J967 J-4-J968 

Bombay 

Calcutta 

Do. 

Do. 

August, 1967 2-I-J968 

2-12-1969 1-4-1970 

Cochin 

Delhi. 

Do.; 

Do. 

De>. 

15-2-1968 

1-4-1968 

3-10-67 

1-5-J968 

1-6-1968. 

J5-I-J968. 
,. 

< 

2.6. The capitalised pay 'Illld allowances of the personnel for the 
period ranging from 13 to 40 months from the d!lte 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, tho 
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 fot 
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 reviBCd estimates were approved by the Board of Dir:ecton 
OD 7th December, 1967 but approval of Oovemment was still awaited. 

3742 LS-2 



10 

2.9. During the course of evidence, the Committee enquired tho 
reasons for the Government not taking into account the known factors 
such as non-provision of ancillary equipmem and services, customs 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~ 
sulatioo with the Australian experts who had visited India 'and 
the Caterieg Adviser to the Department of Food. On th~ 

basis of these estimates a very small provision of Rs. 5,700 
was made for sundry equipments. though in the detailed noto 
which we had submitted to the Cabinet we had stated that 
there would be some expenditure on ancilloary 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 ideoa 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 I 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 W'8S not included, but it would appear that 
since this was a gift from the Australian Government and tho 
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 toot 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 pmnt and machinery etc. (valued at 
Rs. 125.07 lakhs as on lst April, 1973) for all the projects included in 
the revised estimates was taken by the Depar.tment 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 tho 
t:eVised estimates to the Board of Directors on 7th December, 1967 lJut 
unfortunately there was nothing on record to show that the Board of 
Dlrecton submitted the revised estimates to the Ministry nor was there 
any record to show that the Ministry had received these estimates. 'lb. 
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 ChairlIUUl of the Undertaking and the Deputy Secretary in the Depart-
ment happened to be the Managing Director. It was stated that indirect-
ly the approval had thus been given by the Ministry, but the formality 
of sentmg the estimates to Government for approval was Jost sight of. 
It was also added that now that this matter had come to the notice of 
the Ministry, they would rcguJarise 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 Managemel1t 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. 34.8!5 lakbs 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 
obtainin~ prior !l'anction 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 Ca!cutta had the tacit approval of the Government. 
The witnesses. however, admitted that it was beyond the powers of the 
Board to sanction expenditur~ of more than Rs. 15 lakhs. 

2.14. As regards the re'aSOOs for not taking approval of Government 
for incurring expenditure of more than Rs. 15 lakbs, the Ministry in the 
post evidence reply informed the Committee as foUows:-

''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 neceSS'8ry to set up a double-line unit in that city. The 
Australian authorities had also indicated their willingness to 
IOpply a double-line unit for Calcutta. It is ill these cir-
c:amstances that the Undertaking bad taken action for setting 
up a double Hue unit in Calcutta. They bad not, bowevor~ 
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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 in 
detail under which prior approval of the Government Vias not 
taken for incurring the expenditure along with details of the 
expenditure incurred for Government's examination action 
and regularisation." ' 

2.1S. The Committee note that one of the reasons for the re'V18101J 
of the estimates for setting up of 9 bakery units from Rs. 241.20 Iakhs 
to Rs. 370.03 lakhs was nou-pro'Vision of ancillary equipment and senices 
customs duty, pre-operativc expencl.it1H'e etc. in the Detailed Projed 
Report. The Committee regret to point out that in spite of their repeated 
obse"ations that the original estimatcs shonld be prepared by Undertaking 
and appro\'Cd by Government after taking into account all known 
factors, these estimates had not included even provision 011 • ancillary 
equipment and sc"ices, customs duty, pre-operative expenditure etc. in 
the Detailed Project Report with the result that true picture of the cost 
Ukely to be Incurred un flhe project was not avanable. 

2.16. The Committee also find that there was an additional expendi-
ture to the extent of Rs. 4.32 baths 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 pJanning and strict control should be maintaincd over 
expenditure to ensure that there wa,.', 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 Direcltors in December, 
1967 these ha,·c not been appro'Vcd by Government even aftcr lapse of 
six years. The Committee take a serious 'View that the Undertaking 
lDcurred additional expenditure on these units to the extent of 68 per 
cent o!I 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 expenditnre on the sdtiog up of double line without 
specific approval of Government as required under the Artides of Asso-
elation. De Committee recommend that the reasons for incurring 
such large unauthorised expenditure by the Undertaking without approval 
01 Government should be looked into anti responsibility fixed. ? 
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2.19. 1be 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 (Fom1bLok Sabha) on New serviCf8 
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 reiterated by this Commitfue 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 revised estimates, Government would seriously consider its 
.effects on the (!conomics of the Projects. The Committee feel that where 
the economics of the projeds are adversely affected as a result of revised 
estimate of capital expenditure, tbe matter should be specifically brought 
to the notice of Parliament without delay. 
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2.21. In this c~uection, the following features deserve mention:-

(a) In respect of a majority of the Units, t'8rget dates of com-
pletion of erection of machinery were not available. In its 
absence, it was not possible to analyse the delay, if allY, in 
respect of erection of machinery and commissioning of plants. 

(b) In the case of civil works, target dates of completion bad 
been laid down but the actual dates of completion were DOC 
avaUable in respect of five Wlits. 

2.22. It is seen that while in the case of Canadian units there was 
delay of about 2 montJ;.s in commissioning from anticipated dates of 
COIIUriissioning of. the plants, in the cate of AUitraliu units, the delay 
ranstcl from 5 to 12 months except in the case of C.tcutta UBit wbea 
the delay was asmucb as 33 months. It was reported to the Board on 
12th September, 1966 that, according to the estimate of Australian 
expert, it should take approximately 12 weeks to commission Typo 'A' 
Bakery. 

2.23. The Committee enquired the reasons for revising the dates of 
tile completion of civil works and for DOt fixing the realistic target dates 
ill this reprd. 

They were informed that the target dates fixed for these· units were 
r.ealistic, as ~~ five months are tabn forconsaructing a buUding 
of approximately this pliDtb. area. The· work was eatruste4 t!? the Stato 
P.W.D. and C.P.W.D. who were expected to carry out'5lich work within.. 
fOiU or a,.,e mODths, However, the targeted datOs for the completion of 
ciyil wodts were revised after the admmiltrative approval was conveyed 
to the executive. ~ agencies. Although the targeted dates did not form 
part of the ~iW'ative -approval. Of the work;. a. close- watch was kept 
~ early ·completion ot·,thecivil works. 

2:24. Iii repJy'1to'a qtiestlonwhetlterariy'progrcss "reports were ob-
tained by the Undertaking from these agencies and the reasons given by 
tbcse; .. agegcies. for ~~~Y ill. OQm,pJ.eYon ~f ..w~,; tht: witne~5 st~ed~-:-

.,;). "'~iea1 tkogrcs8!expenditure reports were -~eeeived by the 
CotnpanylftbtnfcPwD/Stat~ PVIo/-?ther' agencies t.o whomtlle 
'woi1c 'was tetffiUilteB.WbeteYetthere tlsed to he .. uny delay 

" reitiin&rs 'lfI«ed 'to be ltsued by the Head Office of the Com-
,p8tJ}dot ·~ting' the wOrtt.'and' mee~ng u~ed to be heJd by 

'.' tHt Managing Director 'with the drief Eni!ineerISurerlntend-
fng ~~·ef the execUtive. agdncies to expedite the efforts 

If"-

.. ' 



16 

used to be made to solve the cause for the hindrance in execu-
tion. Where hindrances were natural such as beavyraios and 

labour troubles, there the work acttrally 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 coocenttate 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 aecomingly from time to time. 
StriCtly speaking civil works were deemed to be completed only after the 
i5sue of formal completion certificates· 'by the construction agenciea, 
which have not been iSSUed in mostbf the cases uptooate, in spite of 
taking up the matter with the various officers of the construction 
agencies. 

2.26. Asked as to how a watch could be kept Ot control exercised on 
the completion of the project as per schedule when there waS DO schedule, 
the witness stated: 

. "I admit that there was no schedule aod there was no correct 
planning, but a rough schedule was there in the sense that ~e 
building should come up within five to six months and the 

erection snould come up within about three months. That 
rough schedule was, there. So, accordingly. the Managing 
Director had issued at that time instructions to the project 
officers already appointed, and then there were regular and 
frequent visits and we used to get these ~ and we hue 
checked up also the weekly progress reports of the actual 
constructions, and from that some IJOl't of check was kept." 

2.27. In reply to a questicm, the Committee were informed that the 
delay in commiasioDiDg of the pJrmts was mOldy due to delay in com-
pletion of the civil works. The first S bakery UDits were commissioned 
within 2-1/2 yean of the formation of the Company and the remainiug 4 
units were commiuioDed within the next two yean. Doriag the course 
of evidence, the Secretary of the Ministry admitted that modem methods ~d 
procedure were not adopted at that time aDd the target dates or time 
schedules were not fixed. The UndedlJdnp had beea asked to .dopt 
all these methods and fix targets. 
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l.U. 'I1Ie Committee regret to DOte that there ... beeD delay in tile 
eGIIIIItrocdoa and coJDlDissionlng of the nine bakery units let up by the 
UDdertIIIdDg fIlIIIIu& from 5 to 33 months as compered to tile autidpat· 
oed dates of commissioning. They are swprised to find that in respect eI 
ihe majority of units, target dates of completion of erection of madtinery 
'llad not bem laid down to watch tbe progress in the erection of machinery 
and coDllDissloning of the plants. It was admitted during evidence thai 
GIere was no scbedule and planning in depth. The Secretary of tbe 
MInIstry stated that the Undertaking had been asked to fix precise selle-
,doles and targets and to adopt modern methods to watcb the progress of 
'COJIItrDetion, erectton, '~mmissioninfl etc. The Committee desire ~ 
10r the units to be set up by the Undertaking in the Fiftb Five Year PIaD, 
detailed schedules for constrodion, erection and commissioning should 
,be prepared keeping in view the paet experience. There sbould be eftec. 
: five supnision and check at all leVels to see that these schedules are 
.acllered to. There should be dose liaison between tbe Management and 
,Govemmeot 80 that assistaoce 8Dd gaidance are readily available to re· 
solve any difticuldes and burdles wbidl may ceme np in the way of .... 
herence to targetted sdaedule. The Committee would like to be inform. 
'ed .f concrete measures wbtch bave been takeu or are now proposed to 
'be taken by the Undertaking/Governmeut to achieve the above objective. 

,Delay in Setting up of Calcutta Unit 

2.29. In the case of Calcutta Unit it had been stated thot 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 
,0riginaJly selected by the Board of Directors on dle teohnical advice of 
the then Catering Adviser to. the Government of India, as this was the 
·only Bite available at the time near the city having a1ready been allotted 
lor setting up a Food Polytechnic. 

2.30. In regard to the selection of unsuitable site, the Chairman 01 
the Undertakiq stated durmg evidence 81 under:-

tlJ>urina the sixth meetina of the Board of Directors held on 17t.h 
Aupat, 1967 when the C8UIC for the delay of the execu-
tion was brought to the notice. the memben desired that the 
suitability of the site may be reuseued as it W8I pointed out 
that the wort WBI held up due to accummulation of ramy 
water. 

Another lite at Taratola Road ~a. aelected and a case was put 
up before the Board 01 Directon In the ninth meeting beld 
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on 1st April, 1968 and detailed reasons fo.r uD!Suitability were 
expialined therein. Due to the change of sitc;. Financial 
Adviser desired for investigation and fixing responsibili~y. 
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 Belpchia site at 
that time. It was also agreed by the Board that the chango 
of site at the later stage would also be beneficial in the IODg 
TUn and the infructuous expenditure occurred due to chaoac 
of site would be very much less than the total savings restdting 
from the change in site. 

2.31. The witness further ·intomed the Committee that the then 
Managing Director of the Undertaking inspected the site but 00 notes 
of inspection by him were available on the records. He stated that that timo 
Depu1ly Secretary of the Ministry was the Manapng 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 repre&el1-
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 
Wormed that the main rea·son for delay for the setting up of the unit at 
Calcutta was the change of the initial site i.e. Bclgachia site. It was 
with the assistance of the 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 GovemmeDt.'s land. At that time it was 
known that the land was soft and low but lin monsoon it was found that 
the water logging was beyondtheit: expectation. Fortunately, :later on the 
State Government offered another land at Taratdawhich was a bette! 
land and it was thought to be an economical proposition to shift to that 
place. Therefore, it was decided to set 'UP the. . plant ttt TaratOla 'despite 
the undertaking having spent'sbout Its; 'onelakh' on'ftje Be,gitchrA~ite . 

. 1.34. The Committee aie'~rprised tv 'flnd' ~'ins~ of the fact 
dud Belgachia site IWaslCftown tO'be soft ariil"i~w artd -* fogged during 
the monsoon season, It d sele~d by • "d of.lJkect0rs on the 
teclmkal a4.tce of the ;catet1rig A~r .to the' Government of India and 
_ expe.re ft)'tJie'exteiat ~" alakh of'~'h8dto be incurred o. 
the site which ultimately proved to be infroctoous. The Committee wish 
to record their onha~~~,,!,, the .~,ided8.01l ~'" ~~)~lgachIR 
site was se1ecte4 -,d. ~ter:. 'abanclo'-· . . . , 
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c. r.x,. ... Prep ,a. 
2.35. According to the Annual Report of the Undertaking for ~ 

year 1971-72, the' foUowing 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 and· 
Calcutta. 

(d) Setting up of one bi~uit plant and one yeast plant of the capa-
city of about 1,200 toaDes per annum in the Fifth Five Y ... 
Plan. 

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

2.37. The NatioDal Industrial Devolopment Corporation Ltd. sub-
mitted the report in respect of Chsmdigarh in October, 1971 8ild reporta. 
in respect of Rancbi and Jammu and Kashmir ill November, 1971. 

2.38. The Ministry informed Audit in June, 1973 that approval of 
Government for the plants propoSed at Cbandigam, Rancbi and Jaaunu. 
end Kashmir was accorded in September, 1972. However, 'no 88DCtiDD. 
had been issued SO far. 

2,39 .. The Committee CIlqUlred the balisfotse1ectio1t Of Qandigalb, 
Ranchi and .Tammuand Kashmir Jor loca't~ the bakery '>Qnit~. 'They 
were .informed that the ~!ndertaking ~ad ~o,~ 'na~~, ~f!):'drrwp?ep sfl,l<\¥ of 
the 'dveraIl" sit!latlon of the bread,~ijuirenientin. the ,fQ,~.ntif ~t}h. a.X.f~~~' 
only' a rough survey was underta"king which indicated thatlb~,,~~)!nd 
for bre-ad was to go up by 8 to 10 per cent every year. The s~1ectl0n 
of the centres was 'mainly based on"tfte' reCtnJili'ftndation·;; 'I'etiei~d from 
various State Governments 1:fY the GO\1ernmenf'of1naill:-The Undertak-
mghad also c:arrled ''out pre1itnin~ ~r'ket·!~t1!d.i~'iat ~~ centres be-
fOre the fealribilky study was t'l\tfuSled'to N!I.D.'C. tin· "u~;'i1971. The 
N:I.D.C.'submitted its reports' in re!ipect of Charidigarfl ita October, 
19711hld in respect of Rarkhi 'and' Jllmmu<add taMlniirlJin: November, 
1'911.1'ftek re~ indicated ·t1litt ''tho ptbposed: plllnbi 1muld require 

~ • ~ "i" . ~.' '1 ;; ," [ 
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• total capital investmentotRs: 17.84 lakhs, Rs. 16.50 lakhs and 
_ Rs. 17.74 lakhs for Otandigarh, Ranchi and Jammu and Kashmir res-

'pectively. The gross return on the total fixed capital avernged over 10 
years worked out to 10.M per cent, 11.94 per cent and 8.85 per cent in 
Chandigarh, Ranchi and Jammu anq Kashmir respectively. The break-
.,oven point was estimated to be 76 per cent of the rated capacity in case 
,nf Chandigarh and Ranchi and 78 per cent in caSe of Jammu and 
Kashmir. These findings given in the feasibility report justified setting 

',' '\lp of the plants at these centres. 

2.40. As to the' reasons for the delay in issuing the sanction of 
· Government for the plants proposed at Chaodigarh, Ranchi and Jammu 
and Kashmir, the Committee were informed that 'since the demand 
pattern fbr bread h9d undei'gone a coosiderable change since 1971, a 
detailed market survey was canied out at Chaodigarh and Ranchi.' On 
the basis of this survey, it was decided to put up standard size plants at 

· .aumdigarh and Ranchi in' place of medium size plants originally en-
, .\'isaged. . , : I 

The revised project reports had been approved by the Board of 
. Directors on Sth September. 1973 'aDd had been submitted to the Govem-
ment for approval. According to the Report the capital estimate 
worked out to about Rs. 60 lakbs each. It was estitnated that the plants 
.t CbandigaIb tIIld Ranclri would yield grOBS return' of approximately 
11.00 per cont· It was also stated that all the essential formalities such 
as drawing !Up of estimates of capital cost" schedule of construction etc. 
hed been completed before action was taken to set up the projects. The 

,Committee were furthet: informed that 'necessary steps for constructing 
the bakery building at these locations had also beea initiated and work 
had been awarded to constructing agencies at both these locations'. The 

. Government of India had placed orders for the plant and equipment 
, with the AUitralian GovcrnmeDt. 'The ClIandigarh and Ranchl plantl 
were expected to go into production by the end of 1974. 

1.41. AIbd whether it was regular to incur expenditure without 
,JIDCtioD. the Secretary of the FOOd Department stated during evicience 
_ u foDowa:-

MJf you tab • wry strict teclmiea1 view. 'No'. If you say, it is 
a certain 'a4wAce actim'. perbapt one can tab a little moro 
liberal view of it. The bMic ~iture will not be IDcurred 
UDtil IUCh time there .. a proper sanctioBed estimate. Ja 
principle there was the proper sanctioned estimate. I. 
wouJd be theIo three lIDitl. In the melmWhile, the UndertU-
iDa had taken I0IIIO advlnoD action IUd CODIIDlted tIHI 
archltects at ClIandiprh. It 
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2.42. In regard to the plant at Jammu and Kashmir, the Committee 
were informed that the Indian Institute of Economic and Market Re-
eearch had carried out the market survey for determining the location of 
bakery in the State of Jammu mld 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-
tiooal 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 Srimgar Region the demand fiuctuation was as much 
as 3.4 toones 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 . 
thtougbout the year." 

2.43. As regards the present position regarding the setting up of thet 
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--
dueing 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 Delhr 
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 plaots worked out as 
Rs. 3.37 lakhs each. As regards Biscuit Plant and Yeast Plant, feasibility 
studies 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 regards 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 evidence 
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 tpe C.F.T.R.1. 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 
l'lan 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. 

Z.' 1. Asked whether there were any plans to set up units in all Stato 
-Capitals, the Secretary stated 'we are doing feaaibility 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-
.ed 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 future 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 
lakbs 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 
whkh 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 Com~ ftad that the Underfaldng had formulated a detail-
ed plan in 1971 for the expansion, setting up of uni~ and diversification 
of Its product lilies Oftr a Se't'ell year period from 1972-73 to 1978.79 
including the setting up of three metliam size bakery unks to be located 
at Chandigarh, Randd and JammUj and Kashmir and the approval 01 
Gevemment for these Plants was accorded in priDdple bt 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 me~ 
size units has been changed for settiug up standard size plants at Chandl-
prb and Ranchi in view of deCailed m.ket surveys carried out ftt these 
places. In respect of lammu and Kashmir the matter Is still stated to be 
under the consideration of the SCate Government. 

The Committee 'f'Iew with concern the lack of advance planning _ 
a deCaJled market sun'ey In the c:eafres proposed for loc:ation of thele 
pIaDts before a decision W8IIJ takea to aet up mecIiom Rize plants at tbeIe 
-centres. The ColIUIdttee feel that • detailed Dl8rket sun'ey at Cbandipda 
and RaadtI could have enabled the UIIdert8IdDg to have gone In for stand-
·anI size plants even at the 6nt InMmce thereby obviating tbe delay In 
file IIettiac up of lIMe Dits at these places. 'I1ae Committee are surpriBed 
1bat eVeR after • lapae 01 two yean, • finn cIedIioa has not been takea 
111 to the type of pIaDt to be pat up In 1_ ..... Kashmir. 11ae Com-
mittee aeed llarcBy streIB tIIat oy delay ba settIDg up of the plants would 
<GIlly ~ the already exiI6nI sbortap of file much needed bread 
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in the country and making the avaDability of bread at reasonable pric:el" 
more difficult. 

2.54. The Committee also take a serious view of the Undertaking UP 
cuning expenditure on the plants to be at set up at Chandigaril and· 
R8Dclli without a proper fuutncial sanction of Government. Tbe Committee· 
fail to understand as to why Govenuneat sbouId not have issued advance 
sandion for incurring expenditure upto certain monetary Hmit pendinl, 
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 Piau and feaSIol-
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 quicldy. 

2.56. 1be Committee were uJso inlonned that during file Fifth PIaD 
the undertaking propose to set up six propose standard units and 12 me-
dium size units. The ConuniUee feel that the necessary investigations in 
regard to these projem should have been completed and weD considered 
and detailed schemes prepared and decisions taken well before the com-
meacement of the Fifth Plan to obviate the delay in the setting up of these 
plants. The Committee would urge that advance action should be fakea· 
about the precise location and acquisition of land for fhese units as aeq. 
sition of land has taken a lot of time in the past and delayed the complc-· 
tion of the projects. 



,,_. I .. 
PERFORMANCE ANALYSIS 

A ..... c...eta, 
3.1. 'A«ordmg to the Project Report the rated capacity of each (If the 

siI)cJe line b~kery was 3S,OOO standard loaves of 400 gms per day of 24 
hOun aDd tbat of each of double line bakery was 70,000 standard loaves 
of 'ot()() 8ms. 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 3S,OOO standard, loaves per day as mentioned in thIS 
Project Reports was reviled to 30,9&0 standard loaves per day on two 
shifts-basis in the conference of the General Managers held in September. 
1968, as it was coasidered 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 tbose of double line bakeries at Bombay and C.alcutta at 
180 lakh standard loaves per anllum (300 working days). 

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

In tbis, 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 
inteoding to fix these capacities finally OD the basis of these 
revisions." 

3.4. During evidence, the Chairman of the Undertaking informed the 
Committee that the capacity 01 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 per 
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week throughout the year, thus leavini\to time for necessary maintenance. 
However, as and when tbe/phllltl' had .tarted' prMudion in two shifts, the 
maintenance of work in the tPiW ... ¥iftt. ~ a,Qually carried out. 

3.S. The representative of the 1,1Ildertaking slfl~d, during evid.eaco that! 
"tbe mal or operating limitation' was slicing aJl4, wrappiJlg ,DJl}Chine whick" 
JiiDtted th~ptoductfpn capacity t~},600 .~ve~ per h~ur. Taking tbese! 
factors intO account, J~e rllted capacity was provisiQDally tixed in N~-
ber, 1972 :a~. folloWs:~' ,." !" ' 

(i) ,Au~tiali!anAi~d\]ni~~ (Siolle line) ',' 3J161¥>, , ,~=I~"'pe, r, day.' , 
(n) Auttt'llian Aided' UIlit8 (Double Line) . 67,~OO ata loavCl 
(iii) Candadiln AiQed, Units .(SiQlle' Lioe~, , "!3,600'staDdard. loaves per.'day:'" . 

This capacity: had 'not ,yet'!been 'ftIlally 'a(i~d.' The Capaci~ to' be ' 
finally fbed wal being workid' out, on the baeis'>()f the Iftfutinatibri 001..;' 
lected. for ,discussion and finalisation m th&' fotthtOrtrin~, 'conference' of' 
Chief Managors proposed to be held in November, 1973}' , 

3.6. The Committee enquired the reason for rt!doction 'in the rated 
capacity (rom 3S,000 standard l~vesof 400 gms. per day of 24 hours to 
30,000 standard loaves on two shift basis. "The ,representative of the' 
undertaking stated as under:-, t" 

"Acootding to original Project Report,this was fixed on the basiS 
of working for 24 ho\lrB. ·But then in September, 1968, with 
the, experience of working for about aycar, it was felt in the 
GM's conference that the unit coulc;l 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 i it upto 15,000 and suggest-
ed that the plant should work only for two shifts." 

, . 

3.7. 'It was also added 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 itta our Indian condition~ and they said 
that if you wanted to work ona fhr~hitt basisfot' 24 hours, you can d(') 
so and on that basis they fixed the Capacity at 35,000.' Since we are not 
sure whether we could have that figure and since We found after working 
for one year that the capacity was a bit too high, 'We brought it down t6 
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 revis~d the figure. For instance, in the initial stage, W8 

had not given allowance for daily maintenllDce of the plant.. Now. after 
expert advice from our~ngineers, we have assessed that about t~o hours, 
a day would be required for' daily maintenance, cleaning etc: 'and two 
shifts a week are required for weekly 'maintenance. These wete' the fac-
tors on 'the basis of which we were able to arrive at the figure." ." 1 

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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()verall percentage of capacjty utili.~d. by the plants, of the Undertaking 
was 107.41 per oent. They enquired the reasODS for wprkipg oat the rated 
capacity on the "asia of 300 worJdng days .and on . tw~ shill basis, al-
though according. to Au~it, _ea~h upit .practically worked·'for ~57 days a 
year, and some of the units were also working on three shiff basis. In 
reply, the Secretary of the Ministry stated:- ..: 

"I also feel that ,the .rated capac:ity~ as adopted br- the uhdert4king 
. needs to b~ looked intoud possibly would aclnit of an 

upward revision." .:', 
3.9. In: the Post-evkler* reply, the Ministry staled. that ~'therated 

-capacity 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 provlding for one day ()If of every week 
and for holidays as prescribed under the Factories Act. However, sillee 
'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 bei~ 
re-examined and the Undertaking had been asked to revise the tated 
.capacity." . 

3.10. The Committee note that the rated capacity of 35,000 stallcllftl 
10aves per day o. 24 hoan on multiple Iblft bads mentioned In tbe i .,.... 
Jed Report was reduced to -30,000 stancbird loaves pe.- day on tWo shill 
basis In September, 1968 on the ground tIaat the third shHt would not .. 
dleoretlc:aDy possible In a single line bakery in view of the time ~ 
for mainteDanc:e and the nited caPacity of ellCh plant was fixed oIi the 
basis of 300 working days per annlllD on two .ahHt basi.. The Committee 
1also note that as against 300 working days IIS5llmed hi' the calnJ..,.on ., 
rated c:apadty, the plants practically worked for 357 days in 8 year. ' 'I'I,-
Committee do not find any justtfication for working oot the rated cafadty 
on the baais of two ablft for 360 wOl'ldnl days. The Committee·~ 
that the reduced capadtJes bed in September, 1968 were not reyleweC1 
till NOl'ember, 1972, i.e. after a lapse 01 four yeal'8 and had been provl-
'5I088I1y rerised only tllen. The revised rated capaeitieili bave however, 
not been finalised so far. It w. admitted by the Ministry that it was p0s-
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 Dted 
capacity 01 eadI bakery unit shonld be c:ritkally exlllllilled and fixed- after 
1aIdng bIto ac:c:ount all the rele"ant factors and the bnperatl"e need to 
mulmise produdlon in the Intereft of meeting the prHIIng reqnlremems 
~I pnblic in tIlese clays of shortages. The Committee .. also deprecate the 
manner in wltkh the rated capacity of the bakery plants "as reduced. The 
Committee Deed lIardIy point out that the Ma.gemeat shoolc1 eontinuously 
'rnIe" the adual production apiD8t the captIdty/tartets fixed on sc:iend-
'fic balla. 'I1Ie MIIJI8IeIDeId sbonld also review at least once a year die 
wbole qnestion 01 c:apadty willa a view to ~vIng the prodnctlon. TIle 
'Committee "onW like to be Jnformed lit _ early date 01 the predse ac:tioD 
taken in .,........ce of fheIe reccIIDIIIeDdatioaI. 
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3.12. It would be seen from the table that-

(8) The project- Report envil8aed the operation of each of the 
"akery at ~ full rated capacity from the commencement of 
production. 

(b) The rated capacity was not reached at Ahmedabad, Bombay, 
Celcutta, Bangalore and Hyderabad, even' after 4 years-
1968-69 to 1971-72-of continuous productiOn at Ahmedabad 
8Jld Bombay and two years of continuous tn'oduction in the 
case of Calcutta, Bangaloce and Hyclerabad.i 

10 the Case of Cochin aDd Madras the production was more than 
rated capacity in the fourth year of production. The rated 
cap~,y was reached in the case of Delhi in· the third year of 
ploduction and in the case of Kanpur in the secoad year of 
full production. 

(c) Ahmedabad Unit could not attain the targets of production 
laid down by the Management in any Of the yem. In the 

meetiDg held on 16th March, 1970 the Board formed a Com-
mittee of Directors to visit Ahmedabad Unit and study its pro-
blems on tbe spot and recommend measures to improve its 
working. The Committee visited Ahmedabad Unit on 16th 
July, 1970 but clid not submit any report. In this connection, 
it was, however, reported in the Minutes of the meeting of 
the Board of Directors held on 29th September, 1970, as 
folIows:-

ClThe Committee of Directors consisting of the Chairman, 
Finance Director (Shri D. K. Chatterjee) and tho local 
Director visited Ahmedabad Unit. Their general impres-
sion was ·that tbis 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 347.12 lakh standard 
loaves in 1969-70 to 58S.4t lakh standard loaves in 1970-71 
and 855.78 lakh standard loaves in 1971 ... 72. The spurt ia 
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i production in 1970-71 and 1971-72 was primarily 011 
account of supplies under social welfare ptoaramme (pre-
school aud 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 RI. 20.11 laths. Only -one line was 
commissioned on lst April, 1970 and the second line (value-
of equipment being Rs. 10.05 lakbs) 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 5 years of continuous. 
operation and 3 years of continuous operation in Calcutta. Ahmedabad 
and Calcutta Units could not attain the target of production even io 
1972-73. 

3.1 4. The total production increased from 855.78 lakh .standard loaves-
in 197] -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 lill 
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 productioo 
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 operation a] 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 ~ 
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 Doticedtll.t tllere was lOme improvement in the aaIes~ This was 
reported to the Board, in the meetins held on 29tb September. 1970. Sub-
~uently because of the changes in tbe incumbency of the CUef Managers, 
It was reported in the Ouartedy Review for the quarter ending 30th Junc, 
t 972 placed before the Board of Directors On 25th September, 1972 that 

. no tal)Bible i~rovement in the workinS of the U-.it 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 lath standard Joa\tes In 1970-71 and 55.71 lath standard loaves in 
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 repcesentative of the uDdertak-
ing stated that tbis 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 pcoduction exceeds about 
7 + lacs standard loaves. This machine was allowed to be 
utilised at Delhi 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 slicing 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 
aUcing and wrapping machine at the Calcutta Unit. 

3.20. From the quarterly financiaJ review for the quarter ended June, 
1973 it is however, seen that the capacity utilisation ill A.hmedabad, Cal-
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cutta 8nd Kanpur cluEing the quarter was only 79.6 per COl'lt, 11.2 per,ceIlt 
and 82.2 per cent respectively as against 122.2 per cc.t, 16.2 per cent 
and 101.3 per cent in the last quarter of 1972-73 and 92.22 per cetlt, 
76.93 per cent and 109.81 per cent during the year 1972-73. 

3.21. The Committee find t.... altho. the Project Report eavllated 
the operation of each of .-.e bakeries at. Its full rated capadty fl'OID die 
commencement of production, the rated Qapedty bad· not so far been 
attained at AhmedabH, Bombay and Cakatta eveD alter 5 ,un of ~ontl­
nuous production at Ahmedabad aad Bombay and three "ears at Calcutta. 

The Committee also find that eveD the farge" of production which bave 
beeD fixed by the Undertaking at less dian the ratedcapac:ity bave not 
been achieved in any year at Ahmedabad Unit and except for 1971-72 in 
the CalClttta Unit. The Committee were informed that the main reason 
for 6e poor performance. of Ahmedabad, Bo ...... y aod Calcutta Units was 
lack of market demand besides frequent chaages in the incumbency of tbe 
Chief Manager at the Ahmedabad Unit. The Committee fail to understand 
8S to how non-achie-femeDt of targets of productioo could be due to Jack 
of market demand specially when there .. beeD wide spread sClIl'City of 
bread in the market. The Committee reenmmeDd that 8 careful 
aoalysis as to the cause f, ~ nOIl-attainmeDt of the rated capacHy in each of 
the units at Ahmedabad, 'lI1hay and Calcutta should be made and suit-
able remedial measures ! ' 8 to improve the performaDce of these OBits. 

3.22. '!be Committee also recommeDd that freqUeDt cbanges at the 
top level should be avoided iD the mterest of smooth working of the p18Db. 

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, mas ala and brown), were added subsequently. 
The production statistics of the special bread as contained in Appendix II 
indicates that the production thereof had been insignificaQt with reference 
to the total production. It is however, noticed from the Appendix II that 
production of Milk Bread increased from 12.40 lakh staDdard 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 lath standard loaves 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 tile Undertaking informed 
the Committee that no detailed market survey about the likely tfemand for 
special variety of bread had been conducted. The witne. further stated 
that the basic. idea behind the introduction of special varieties was to 
launch an intensive publicity campaign for popularising Modem 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 fuD rated capacity, no special stePs had been taken by the 
Undertaking to popularlse special varieties of bread. 

C. Defective Production 8IId RetorDs 

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 vears. 
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3.26. It will be seen from above that in the case of ~Dgalore, Bom-

bay, Calcutta,· Delhi, Hyderabad and Kanpur Units, defective supplies 
exceeded the nonns of 1 per cent, in all the years (except for Bombay am! 
Hyderabad Units in 1971-72 and Bangalore in 1972-73). '!be return of 
:stale and mouldy bread was in excess of the norm in Bombay for all tbe 
years, in Kanpur fOr 1970-71. 1971-12 and 1972-73, in Madras far 
1968-69 and 1969-70 and in Bangalore for 1971-72 and 1972-73. The 
value of defective production and free replat:ements 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 
1972-73. 

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 return of stale and mouldy bread had been reduced from 
1 per cent to O.S 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 ot 
crumbs which are treated as good production. The Units had 
previously been neluding crumbs in the defective production 
in their monthly operating reports. The proforma of monthly 
reports has been revised from January, 19'/3 and crumbs are 
now shown separately from defective production. 

(c) At the initial stages the Company had been a bit liberal in 
accepting replacements/returns. Every effort is being made to 
reduce the defective production and replacement to the 
m~~m. I 
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. 3.31. DuriDg eYideac:e, the representative of tbe t]ndertakin, inform-
ed the Committee that the realOns for the defective production were nOl 
indicated in the Monthly Operatin. Reports. However, they were inti-
mated, and analysed in the review of the Woedily 'Operating Results for-
warded. every mouth by &lie <laid M,Dlgcrato tee' Maaaging Dir~r 
demi-officiaJIy. 

3.32. The Committcc:pointed out that $e perccatqe of defective pro-
duction at Baqalorc, Calcutta, ~lbi,Cochiit aDd KaDpur Caits< was mOle' 
than the norm of 1 per ceat in 19171-72 ud it varied from unit to unit. 
They enquired the reasoDs for variations ill the' production of defective 
bread from unit to unit when the machiacs were alike. The witness ex-
plained that the defective production was not entirely dependent on tbe 
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 
I'aw material e.g. Wheat ftour, 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 systeDt 
of making an analytical study of the defective prodUCtiOD. In order to 
reduce the percentage of defective production, tney had introduced one 
instrument which could check the quality of Bour in regard to its strength. 
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 pfoduction made recently pointed out 
that power faUure, defective baking titis, inferior quality ot 
Bour, bnak-doWD of machinery resutt in d~fective production. 

Recently a study of bread and dough spoilage at the Delhi Unit 
his ·been completed by the Statistical Quality Control Uoit of 
the Indian Statistical Institute, New Delhi. The '$tudy has 
made detailed Jrecommendatioas regarding maintenance of 
baking tins and depanner which are under examination for 
implelDCDtation in the units. 

In order to minimise the loss due to power failure, action has been 
taken to provide diesel ~ating 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 isbting 
. pursued with the Food COrpo~iOD of Ind.ia." 

3.35. As regards the reas~s for the quantuM of return of stale and 
mouldy bread being the hlghest ill' Bomba; Unit in an the years i.e. froD;i 
1968-69 to 1972-73 as compared with other units, the representative 'of 
the Undertaking informed that Bombay Unit had to accept Ii higher per-
centage of Teturns from the market ia' order fa bnitd up an image of the 
Undertaking at Bombay where theit main competitol'! '. (Britannia) wer~ 
.. eported to be accepting the returns upto 5 per cent. The witness also 
!ltated that the reasons for the' higher percentage of returns during 
1969-70 and 1970-71 were that in the initial years the' sales were n~t 
brisk and the. quantum was low. In order to builcf 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 
bread beforc it was sent to the consumer, the representative of the under-
taking stated that the sales staff at each unit exercised 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 
1hat it was not possible to check each and every bread which went-out of 
1he factory. However, sample checking of bread was carried out regularly 
by the quality Control Department. 

3.37. It 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 staleness 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 haa been fixed 
for the sale of defective bread. The representative of the Undertaking 
stated that, first quotations were invited from the m:\rket 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) w'\<: 
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 
<cnt is recovered by the sale of the defective and returned bread. 
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3.39. The witness f~rther ~int:Qr,IJJed tJ}C; ,(;QDUDittee that the return of 
mouldy bread was not a total loss. It was utilised for cattle feeding and 
~cme percentage of it was such which had to be destroyed. He further 
stated that the defective bread were purchased amongst others by' their 
own workers at reduced price. . 

3.40. While the Committ~ no,e that the Pf:rceotage . of Dorm 01 
41efective production lias been reduced from 1 to 0.5 the COJDlllittee W 
&It the percentage of defective production continues to be bigber thaa ... 
Dorm in severa) units . of the UndertakiDg. The Committee rCCODllDe'" 
1bat the system introduced in the Head OOice in 1972-73 for an analytical 
study of the defective production of bread at various units should .. 
made more effective and the results of suCh analytical study fed back to 
tbe respective units in order to take effective remedial measures to 
miuimise the defective. production so as not to exceed, in any case, .. 
Dorm fixe~ therefor. 

3.41. The Committee were informed that while defective bread Will 

utilised for cattle fl'Cding and some percentage of It was also destroyed, it 
was also sold to the workers of the Undertaking at reduced rates. 1be 
Committee need hardly stress that a careful watch should be kept to sec 
that no manipulation.. 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 ftour by 
F. C. I.~ public undertaking. The Committee see no reason why it 
shold not be possible to take effective measnres to lee that FCI supply tbe 
Modern Bakeries with satisfactory quality of ftour in public interest. 

3.43. The Committee also find tbat in the case of Bangalore, Bombay 
and Kanqur units, the percentage of return of stale and mouldy bread was 
more tban 1 per cent during 1972-73 as compared to the norm of 0.5 per 
cent fixed by the Mana~~rment with effect from 2nd December, 1972. The 
Committee view with concern the high pelUntage 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- is not put in the market. '11M! 
Committee would· also like that the Undertaking should immediately co. 
dud a re\'iew of the return of stale bread vis-a-vis tlu.' supplies made to 
the varions centres from these nnits so as to localise the areas from whlcb 
tbere is hi~h return of stale bread and take suitable remedical mca'iurc!i to 
re(!Ulate the supplies to such areas. 
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D. Pt ... I! ...... ...,·_. lie. 

3:44. With a view to starlina production of bread rolls and buns, the 
Undertaking el.plortd in May, 1968 market p<)teQ,tWiticB and found that 
there was some demand for these items at Madras and Bombay only. 
The Undcrtaldn" llowcvcr, proposed in Junc, 1968 to the MipistrJ of 
.Pood ad Aaricutture (Department of Food) to allow import 'of 9 nos. 
_IKA' 'br1md semi-auto~lltic Bread Iton Moulding machines with a 
capacity of 10,000 pieces per macbme per bour, from Italy. Oovertlment 
cleared the proposal to import these machines against tbe unspent balance 
of Uatian Assistance for droUthl affected population in 1967, with a 
view to making low-cost ,,'rotcin-rich food for such population. Accord-
illlly, a provisional order (subsequently confirmed) for 9 nos. ,'ERIKA' 
~ad Roll Mou1diQg Machines with a capacity of .10,000 pieces . per 
machine per bour was placcd on 17th January, 1969 on MIs. Esperia, 
Italy at a cost of Lirc 4,90,000 (Rs. 7,548) each C.I.F. Bombay Port. 

On receipt, the machines were found to be of 'OLYMPIA' modd 
with a. practical capacity of 15,000 pieces per machiue per eight hOUlS. 
On enquiry, the foreign suppliers confirmed that both tbe 'ERIKA' and 
'OLYMPIA' models were mecbanically identical aDd 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 cOL YMPIA ~ 
machines at 7,200 ricces 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, Co::bin 
and Hyderabad. Subsrquently. howev«, 2 machines were transferred to 
Bangalore from Cochin and Madras Units and out of tbe 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, tho,e at Bangalore and 
Hyderabad were put into operation in October, 1970 and Jonuary, 1~71 
respectively. The machines allotted to Calcutta and Delhi Units. have 
been lying idle since the dates of their receipts. It h:td been stated (De-
cemher, 1972) by the Management that the machinc at Delhi along 
with that at Madras (from 1971-72) bad not been put ioto operation, as 
the present capacity of ovens wa~ being fully utilised (or pl'llduction of 
bread. As regards Col.:utta Unit it bad been stated (December, 1972) 
that the production was e(p<"tttd to commence as ~oon as the contem-
plated extension of the bakery building was completed. 



41 

3.47. The operational statistics of 'OLYMPIA' brand bread roll 
moulding machines tor 1971-72 and 1972-73 are as under:-

Quantity produced 
Quantity sold . • 
Total cost of productiol\. 
Sales (value of qU&l\tity sold) . 
Profit 

(Fiiurca in Jakhs) 

304'70 139'S9 
303'19 138'88 

. Rs, la'I9 Rs. 8' 10 

Rs. 13'8a Rs. 8' So 
. Ri. 1'63 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 inlformed that the machines were received as gift from 
Government of Italy and purchase Order was placed by that Govern-
menl. Although the trade DRme of the machines received 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 difference in the technical specifications and out-
put of the two modew. 

3.49. During evidence, the representative of the Ministry informed 
that the tnCl'~hU1f'S provided were more modern. Thel'e wus no differenco 
in f;pecifications etc. There \w\B no difference in the price of the lWO 
models alS(I. The only di1lerence was that the machines supplied had a 
new name. He added that "the capacity of the new model i.e. 
'OLYMPIA' was also 10,000 pieces per hour as in the case of 'ERIKA'. 
If the lated output was less i.e. 7,SOO pieces per hour, it was not due to 
abe fault of the machine but due to inexpert operations." 

3.50. In regard to the reasons for importing 9 automatic bread roll 
mowding machioe~, wherel',ccording to the Undertaking, there was some 
demand for these items only at Madras and Bombay, the Undertaking 
at.ud in PClst evidence reply that, 'a quick merket '1lolrvey r~gardjD.g de-
mand for roJJs~ tlle most popular sizes, the prevailing prices and profitabi-
lity etc. was uadertakeD by UDitain May/JUDe, 1968. 9 numbcra semi-
automatichread roll. moukiing macbiaes offtred by the Government of 
Italy 81 sift were Kccived aod allocated to the Units.' 

3.S1. The C()mmittee pointed out tbat the machines allotted to Cal-
cutta anc' Delhi had been lying id1e since the dates of their receipt and 

. . 
3743 L.S.-4 



42 

asked as Lo why these maWincs were imported at aU' _n the present 
caPB:City of ovens did not permit their utilisation. 

l'h~ representative of the Ministry stated:-

"The Italian Government had made available to the GovernmeDt 
of . India some money which they collected during the drought 

perlOo 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 

. ahout }{s. 7,SOO for making buns. The Undertak~ said they 
would need these machines and we thought one machine at 
each place could be used for testing the consumerR' reactioD 
to this rroduct ...... At that point of time we were not utilis-
ing the full capacity at various places, /)ut bv the time the 
machines c.ame, therewl8 a demaDd and We are utilising the 

capacity. Daily we are doill! 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 Jines come up. 
We do D(;t want a small machirie which c~t3 Rl!. 7,500 to 
hold up the entire production." 

3.52. The Committee asked also how the Management propo~d to 
utilise the machinl,s at Delhi and Madras where the present capacIty of 
ovens was bejng fully utilised for production of bread. ne Undert'.lking 
informed that these machines were basically imported to tJtiiIise the spl'te 
capacity of bread plants. The Undertaking had \'ariom; expanftiOft 
schemes right upto the end of Fifth Five Year Plan and these machines 
would beconle uscful ar. ~md wheft the new plants were set up. 

3.53. In regard to the Calcutta Unit, it was stated that the exteDsion 
of bakery unit at Calcutta wes expected to be oompleted by the middle 
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. 11Ie Committee are of the 0"" tbIt .............. ....,. 
Il)r Buns, R.,Ue etc. *814 Itave Iteea ~cI Won ebtaiDiJIg tile 
mac:hlDes for manulaetare of "eft pro.IudI, .. gilt ..... Ge'VeramtIIt 
of ItAly. Ha'Vlng oWlilRed h 1DIICItIDery for ......... s, Rolls Itc. tile 
Committee would Uke thfS\! t" he prelle' ............. lit tile earIIeIt. c... 
uaaer prelereJl(e particularly of .. weaker JedioDI of .odety Ibould be 
".d. The. Committee would like the Undertaldaa to develop tile capa-
city for LuftS j lolls etc, U the,e meet JIIOI'e electively the reqo1rementIJ of 
weaker sections of sodety. 
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E. Peaut ...... Plaal 

3l.SS. iR september, ]970, the Undiertaldng decided to take over, on 
trial basis for a period of 2 years on an annaal rent of R ... 3,060, tho 
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 intennittently between 1963 and 1968. The Plant was 
transferred to the Delhi Unit of the Uodertak:iDg on 18th September, 
1971 and an expenditure of Rs. 6,000 was incarredon dism8l1tiing, trall5-
porting, repairing and painting of the plant and remodelling of tile 
building. 

3.S\S. Ttial rd1!ls were conducted during the period from December, 
nll t'O January, 1~72. The M8h6geltlelU eS!leSSed in September, 1972 
that because of funited demand, the plant would have to be operl.ted 
below the single shift capacity of 200 Kgs. during the ftrst two yeM! . 

.It was only in the third ) ear of operation that the plant W6S expected to 
achieve the full capacity of 0= shift. On this basis·, the profitability 
study anticipated a profit of R~. 0.26 lakh in the fourth year, Elfter adjust-
ing . CU'mulafiTe loss but without takiftg it1to 8tCOUIlt the expenditure of 
Rs. 7 laths to be i~urred ctt the pubJicity in the course of 5 years. 

The Board of Directors of the Undertaking decided in September, 
1972 that thc Plant might be actually run fQr ODe yeat aild the results 
of its operation reported to them. The Board further decided that Gov-
errunent might be approached fOf' giving subsidy to meet the initial 
e'tpenditure on rublicity. 

3.57. In October, 1972, the Undertaking approached the Govemment 
for financing the initial estimated publicity expeo.diture of Its. 7 laths to 
be incurred for this project iJi a period of 5 years as the introduction of 
this product at a reasonable price and popularising it among,'1t the peopJe 
would be in the interest of nutritional developmeat of the nation. The 
Plant started regular productiOn 08 a limited lCale w.e.f. February, 1973. 

3.58. It was explained in a written reply by the Undertaking that the 
Go\,emment of India made a proposal to the Modem Bakcnes (Iodia) 
Ltd! to consider taking over the plant for commercial production aod 
distribution of peanut butter. 

3.S9. Asked whether any market survey was carried out by the Under-
taking for tbil! product before deciding to take over this Plant, the Under-
taking stated thot a general assessment of the demand was m.ade and it 
thawed that with a.tIequat~ publicity it· would be possible to develop a 
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market for sale of the full production c.apacity of the Plant. The Under-
takina 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 
DOW 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 capacity 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 pr0-
duced in a single shirt. The actual proudction and sales had gone up 
beyond their expectation. 

3.63. Asked as to why tho 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 JUBt 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 'hen 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 envisagod. 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 8S under:-

I. No. of bottles produced 
i. Cost of production 
3. No. of bottles sold • 
4. Sale (value of bottles sold) . 
S. Total 1011 

19'12-73 

("/73 to 
3173) 

1973-74 

(4/73 to 
1873) 

4,846 IJ,OI9 
Rs. 11,935 Rs. 4I.~I6 

4,657 IO~ 

Rs. 14,785 Rs. 31,846 
. (-)Rs. 3,150 (-)RI.9,370 
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3.66. It was stated that the sale of butter picked up only in the montb 
of September, 1973 and the total sale of butter durin, that month was 
4500 bottles: It was expected that the Plant would turn the comer 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 tho 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 Committee 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 II food. 
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4.2. It will be seen from the above table that there was shortfe.ll 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 m-
tentional1y 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 
()f participation of the Undertakings in the market. 

4.4. The Management intimated (Iune, 1973) thet, 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 toones on prodoction 
basis i.c. 17.32 per cent ot 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.e. 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 Dlwing the year 1971-72 the production c:l. Calcutta actually 
exceeded the targets and tltat of Ahmedabad and DeIhl was oaly marp-
ally short. In that year, production of the Undertaking II • whole ex-
ceeded the targets. ' 

4.7 As teprds the extent of participation of the Undertaking ill the 
market, the Uodertalring stated that it was only recently that market 
survey of bakery products in 32 selected clties of the country was carried 
out by the Institute 01. EcoDomJc and Market Research. This saney in-
cluded 5 centres where Modern Babrics have their Units. The Minis-
try subsequently stated that on tho buis 01. this study the coatributioll of 
Modern BaJ.."eries in the five centres variccf from 16.52 per cent to 78.39 
per cent. Further expansion of Market participation. wu howner limited 
by ~e tata1 ;eapaeity of the company which was now being fully utllised. 



The ~gures of the Undertaking's sales and total estimated consumption 
during the year 1971-72 is as given below:-

Unit Total con-
sumption 

Total sales 
of Modern 
Bread 

(Fj~rfs in tormes) 

Percentage Commercial Pe~ntage 
of Col. 3 Sales of of Col. 5 
Over Col. 2 Modern Breud Over Col. ~ 

,-----~---~~--~-~-~-----I 2 3 4 S 6 
----.-~----------.Bomba~ 20,557 6,333 30 '80 6,294 30'61 

Bangalore 8,325 3,145 37'77 3.001 36'06 

Madras. 4,683 3,671 78'39 3,192 6S'I6 

Calcutta 23,7°5 4,332 IS'40 4,293 IS' II 

Delhi ::1.2,913 3,786 16'$2 3,777 16'411 
~~-~ , I I -- .... 

TOTAL So,IS3 1211267 26'53 lO,5S7 35'63 -_. 
4.8 The Undertaking further added that while planning new bakeries 

under expansion programme. so far as possible statistics were collected 
through survey organised by the Undertaking. The Ministry further 
confirmed that wherever Modem Bakeries proposed to set 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 UndertaJcing 
,expected to develop sale of Biscuits to the extent of 1.800 tonRes, Yeast 
i620 tonnes and Peanut Butter 60 tonnes per annum. 

4.10 From tile ............... to tile eo--wee., daey'" ... 
r .... 19'71.72 ............ CJl lie U~ MI 17.32 per 
'CIMd 01 aD .... co.u ........ 01 .......... lie .................. 
'fro. 1'.52 to 71.39 ,.. edt .. 1ft ......... ",...·tIIe Moden 
....... .... ............ 'DIe Ce Irtee liiio ...... tile V ...... -
'1111 .. apIIBIIH JII'OIf I to _1.1 ....... etloll ..... 112 ..... 
.......... lollY. at tile ... 01 .... FIre Y ...... to 282 .... ........ 
'loa", ., tile .. of tile ... FIre Ye...... ne CG_Wee feel ... 
'if 'tile ot.jlfll,e 01 tile U~ to ............. popidarIIe ...... 
1UId ,.... ...... for ........ till ..... aI .......... lie c......,. II to 
111 ............... ! e, tile ..... ....-.: ...... of tile lJIIder.. 
,.... ..... _ '""' ......... eIy COM .......... tile ....... 
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k is seen that the total sailes increased to 1055.76 lakhs of standard 
leaves (valued &S. 7S1.87 laths) in 1972-73 as compared to 847.00 lakhs 
(valued Rs. 586.74 lakhs) in 1971-72 and 577.12 lakhs in 1970-71. Tho 
percentage increase in sales in the year 1972-73 was 24·6 per Qept 85 
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 
~...ues 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 maiDly owjng 
to sales under the social welfare progra.mm.e. In fact excepting Bombay. 
Bangalore and Hyderabad, the commercial sales dl=cliood in 1971-72 at 
all centres the fall in Delhi being particularly lIlark~ as CQJD~ to 
1970-71. In the year 1972·73 the ooanercial.alOI doo.Iiaod at Ahmeda~ 
bad, Delhi and Kanpur Units only. 

4.14. In this coonection the Conunittee WDCe informed by the-
Undertaking that the demand for the cocial wolfare pr.ogt'8JlUJle incteuod'. 
in 1971-72 and their needs had to be fulfilled 'by the' Undertaking 00 

priority basis in pursuance of the Undertaking's objectives. This resulted 
in full utilisatioo of the capacity at Delhi, Kanpur, Cochin and Madras. 
At Ahmedabad there was lack of demand from commercial 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 Secret-ary of the Ministry 
stated that the reason for the corresponding increase not having been-
achieved in the productionlsales 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 started 
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 tmget had increased to 3.5 million beneficiaries. One of the aims 
of this exercise was to give a higher priority to the special nutrition 
programme for social welfare purposes. That was why they could not 
expand in the commercial side. He stated that in Delhi they were 
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 
general public. The second unit at· Delhi would supply to Delhi an 
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fldditional quantity of 15,000 to 20.000 .loaves, because the requirement 
of the special programme would not proportionately increase than what 
it was at present. 

4.16. The Committee DOte that ~ sales tum-over of the Undertak. "'g increued from 577.12 laths of sObIdard loaves in the year: 1970-71 
~ 1055.76 lakhs in the year 1972·73 representing an increase of mOTe 
!Jnm 82 per cent. Ont of this, whDe the commercial sales sbowed D 

III8I'gIaal rise from 514.56 lakbs in the year 1970-71 to 526.08 lalms in 
tile year 1972.73, representing an inc:rea8e of 2 per cent, the sales under 
~he social weUare programmes sbowed 8 marked increase, a rise from 
62.56 IaIdIs In 1970.71 to 529.68 lakhs in 1972-73, representing an 
IDereIM of 746 per cent. The Committee were informed during evidence 
that 8 larger proportion of producldon was meant for the special RUtri-
ti~n ,..,...mune and whatever remaining capacity was avail_Ie, W&Ci 

~.for ~'sales. WWIe the Committee appreciate the sale 
. perfol"lDlUlCe of the Undertaking under the special' nutrition programme, 
they see DO reason why suitable promotional efforts should not be made 
'to step up the commerdlll sales as well especially when there are propo-
:'.. for increasing the JirOducdon during the 5th Plan. 
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MATERIAL MANAGEMENT AND INVENTORY CONTROL 

A. Procuremeat of raw ........... 
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 fot the 
purpose. The Undertaking has stated (June, 1973) that FCI had been. 
requested to effect supplies of the selected indigenous varieties of wheat, 
but no assurance has been received from them. 

5.2. The Committee were informed tIrat the annual requirement at 
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 identiued 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. How-

" 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 Kulyan, 
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 -ate 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 Modem Bakeries. The main 
reason given by the FCI was tha~ at present the FCI were concentrating 
on maximising proc!ImmleDt aDd distribution of wheat to the genera) 
public. The segregation aad \storage ol varieties of indigenous wheat 

S3 
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tor bread making did not exist with the FeT. However, the possibilities 
for segregation 'and storage of speciflc indigenous wheat varieties at some 
additional cost, if any, was being examined. 

5.5. Durmg the course of evidence, the Secretary of the Ministry 
stated that the way the FCI procured the indigenous wheat was so timc-
bound that it was not possible for the Fe) to sclect the quality rt~quircd 

by the Modern Boakeries. As long as the Undertaking was getting im-
ported wheat, the Modern Bakeries were satisfied with it and the question 
of variety or quality did not arise. But in the case of supply of indige-
noUs wheat the Undertaking wanted to first examine it and sec which 
varieties would b~ suitable for their purpose. The Undertaking 113d 
been told that jf they were interested in having a selection, it would 
involve extra expenditure and if they were prepared to meet. the FCI 
would undertake to do this. 

5.6. The Committee suggested jf one centre was opened in each of 
the States like Punjab and HarY'ana where a large quantity of wheat W;lS 

procured for selection purposes, extra expenditurc might not bc invuhcd. 
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 j'. 
will run in to thousands of tonnes of wheat every d:lY. 
Then the question will arise how to send them to various 
parts of the country. 1£ 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 Committee enquired whether the Modern Bakeries were 
using wheat in the same proportion i.e. 70 per cent of imported ;md 
30 per cent indigenous evcn at present. The witness stated:-

"Till 1971 Wc were getting certain quantities of imported wheat 
and as long as that was available they were able to get that. 
But oo.ce 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 ngain. 
But certain quantities of wheat produced indigenou~ly arc 
also available. We are depending by and large on our own 
wheat." 

5.B. The Committee find that the Modem Bakeries are mlng 70 per 
cent imported wheat and 30 per ceat indigenous tor tile mallalacture or 
:bread. The Committee were also informed that if the Undertaking could 
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get good quality of indigenous wheat sach as Kalyaa, Sooalika, ,8IIarIIetI, 
PV.18, etc. they would not J'e4luire aay 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 proaJl'ing these 
special varieties of wheat from the State Fanm Corporation of India so 
that in tbe 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 revised 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 (September, 1968) that 
tbe units should not vary the standard formulation without the COflcur-
rence of the Head Office. The standard yield (output) of white bread 
was also decided at 144 Kgs. per ] 00 Kgs. flour (input). 

5.10. Standard formulations were also prepared for special varieties 
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 wer.e informed that the Standard formul'ations 
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 the undert~lking 
conformed to lSI specifications', It was 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 materi-als and actual 
consumption pattern. 

S.lZ. It was added that for detailed inve!!tigation 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 011 a regular basis. 

5.13. It was pointed ,out by the Committee that according 10 
Audit, there were vari'lltions in usage of raw materials both adverse and 
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favourable. As a result of variations, the Units made overall .ub.tantiaI~ 
aavingin the conswnption of direct materials as per detail. given bclow:-· 

(Rupeea in Jakb.y' 

1968-69 1969-10 1970-71 197r-~ 1912-73 

Ahmedahad 0'63 0'63 0'46 
Benplore 0'79 l' I ~'74 

Bombay 0'12, 0'88 ~'17 ~'60 3'~, 

Calcutta 1'18 ~'30 I'~ 

Cochin 0'38 I'~8 1'71 1'07 (-) I·~30· 
Delhi 3'08 3'00 3'51 3'34 6'307 
Hyderabad 0°03 0'37 30.69· 
Kanpur 0'03 1'44 0'89 3'42· 
Madras o·u 0'301 0' 18 0'46 0'46 

TOTAL: 3'70 5'40 U'40 12·91 19'16 

5.14. In addition to the gain. by the Units in the direct material as·· 
mentioned in tho Table above, it was notiCed that the yield of whito' 
bread exceeded the standard fixed (100 Kgs. to produce 1~ Kgs •. 
bread) in 6 of the Units in three years as pet details givenboJow:-

Units 
1968-69 1969-70 1970-71 

Excess Value of Exccss yaluc of Excess Valve of 
Yield excess yield excess yield excess 
(No, of yield at (No. of yield at (No. of yield at 
standard cost standard cost standard cost 
lOaves) (Rs, ) loaves) (Rs.) loaves) (Rs,) 

~ 3 4 5 6 7 

Ahmedabad 14830 1098 ~1761 ~1~90 ' , 

Bangalore 11570 U009 71135 5b86 

Bombay 17969 II 514 n6362 15798 ~99171 18~16 

Cochin 4~1 ~610 68720 1,1787 

Hyderabad 205647 U92I 

Madras. 73366 66161 89981 68~I9 

23178 IS3430 S23l,ati ~S966 466893 308s:n 
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'5,15. In'tfte Calctrtta Unit, 'bowever, the percentage of yield was 

lower at 97.59 per cent during 1970-71. The ·toss suffered by the 
Bakery due to shortfali in yield in the Calcutta Unit during, that year 
MIIOunt to Rs. 1(),~4. 

5.16. The ,follGIWingtable g~ the yidUper<:eRtase aftd vaNe "Of 
excess yield in 1971-72 .and 1912-73 (1thit~ bread):-

(Rupees in 1akh~) 

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

Yield per-
centage 

197~-73 -----.... -----Value {,If (x- Yidd per- Value of ex-
cess( -t ) Ctntage cess (+) 

·lowCl' (-) 'lowtr (-) 
yield yidd 

-.--~-.~,------------------~. -------
3 4 5 

------....... --------, ------------
A 1l11lt'4abad 

Blnl&lore 

BombJY, 

C liClltta 

CClchin, 

D!thi , 

Hydcrabad 

Kanp.lr 
.s,; 

Madras. 

104' I 

106'1 

99' I 

100'4 

98'9 

103' 4 

101'9 

IQ3'3 

0'60 98'~ 

'lOS' 4 

10~':l6 

O'IS 100'7 

( ___ )0' 61 100'53 

106'97 

lOS' 30 

0'85 100'84 

--------------,,---- ----.. ------

(-)0'41 

~'83 

~' IS 

O'4:l 

o'~5 

~-39 

1'55 

0'08 

-.-._._-
5.17, In regard to the eXJ:.e8S/ low y~ld. the 

(Bebrwuy. 1972) as follows:-
MaollBement stated 

(a) "10 cases of excess 'yield, lite reasons attribUted'are mainly 
the 'high -percentage of water absorption power and fairly 
high . quantity /quality gluten content of flour. As such. 
excess yield is a' nonnal phenomena in 1he 'tecbndlogy without 
aoy adverse effect on the bread either -in quality as well as 

t quantity." 

(b) Low yield was cailscd ." the following factors:-

(1) Water absorption percentage of theftour available . to the 
Unit was low. 

3742 L.S.-5 
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(2) New bands were recruited which resulted in extra spai1aae 

and wastage of bread. 

S.18. It would appear from above that in Bangaiore, 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 whete the saving was the highest 8Ild 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, fiour and water were the two major raw 
materials which played an important part in increasing or decreasing 
the yield. The other raw materials wcre added in very small doses and 
minor variations in their use did not result in their savings in any signifi-
cant manner. He elso stated that the water absorptioo 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 
~n why from the same quantity. there was a slightly higher produc-
tion or a lower production without affecting the nutritioo value because 
nutrition value did not vary. He stated that the maximum variation 
was to the extent of 4 per cent but they were examining to see whether 
it waa possible to reduce this variation to 2 pet cent or 1.5 per cent. 

S.20. As regards variations in the use of raw materraIs, the Ministry 
stated (in June, 1973) as follows:-

"Deviation from the standard formulation for manufactur.e 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 eftecting marginal variatioos in the standard formulation 
which leads to over/low use of ingredients. In the present 
case, the less use of ingredients has occurred in the case of 

fiDc chemicals, yeast, etc. which bad not affected the nutri-
tional quality of bread." 

S.21. According to Audit, it was noticed that less use of ingredients 
bad not only occurred in the case of fine chemicals and yeast but also 
in respect of refined ground nut oil, milk powder,. flour an~ salt. In fac~, 
the principal item of saving was the refined groUlldnut oIl where conti-
nuously the consumption was far less than the standard. 



59 

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 Undcrtakitlg staled:-

''The variation basically has been in the content of fat. The 
variation is only of a marginal nature 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 m"dde 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 br.ead so far as its nutritional value was 
concerned. 

5.24. The witness added that if some itens had been replaced or 
used in less quantities excepting milk powder, it would not affect tho 
nutritive value appreciably. If milk powder was replaced by soyabean 
BOUI 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 thoat their bread conforms to the specifications, 
and we have no reasons to doubt that the quality has been 
affected. But since it is a highly technical matter., I am 

.• f appointing a Committee to look into it. More than that. it 
is not possible for Government to say at this moment." 

5.26. ne Committee find that the standard fol1Dll.l8tions for bread 
had been fixed by the Undertaking on the basis of the advice of the 
Australian Bakery Technologist and these also conformed to I.S.L 
Specifications. However, these formulations had been modified from time 
to time with reference to actual consumpdoa paItem and other factors 
like local taste, price structure etc. The Committee also find that there 
were variations iD use of nw materiall from the .faDdard formulations. 
The Committee were Informed that the variado.. from the .... cIard 
formulations were made only in rapect of supr, oil, etc. There wu DO 
change In the quaUty of bread so far as its nutritional value w. con-
cerned. The Ministry bad however, dedded to appoint lID Expert Com-
mittee to examine this aspect in cIefaD. 1be Committee hope .... the 
use of nw materials and formulations would be reviewed _d ..... dardIIed 
ID the UgIIt of the recommeDdatioD8 of the Expert Committee 10 81 to 
optimise yield and reduce tbe cost keeping. the nutritional l1IIae of ftae 
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bread 1UHlftec:ted. De standard formulations so hed III¥wJd DOt be 
lIIIowed to be c_ged without prior approval of the BDard 01, Mapage-' 
-- in case It aftects adversely in any way tile nutritional value of, the 
bread. 

C. InveDtory 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 
Per.sonnel) had undertaken to conduct a study of the Inventory Control 
measures and to make suitable recommendations. Maximum and mini-
mum levels of inventory and reorder levels for stores and spares 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 tbough ,the Undertaking was 
set-up as far back as on lst October, 1965, the UndertakiDg has not been 
able to fix the maximum and minimum limits and ordering levels for 
stores, and spares at "e various units. It is only now that the Manage-
ment bas entmsted the study 81 the inventory control me88ures to the 
Institute of Secretariat Training and MlUl8gement . (Department Of 
Personnel). The Committee urge .that the U .. ~ sbould re-orpnise 
soon Its stores organisation in ,the light of the recoInmencbitions Qt .. 
Institute. . 
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ORGANISATION 

6.1. The Management of the Company vests in the Board of Direc-
tors appointed by the President. Artide 106 ( 1) of the Articles of 
Association of the Company hiys down that the President may, from ti.me 
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 remuner.ation 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 Dir.ectors. 
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 Managinl!; Director of 
the Co~pany with effect from the same date. He beca~ full time 
Managing Director with effect from 11th September, 1967. There was 
no Managing Dir.ector during the period from 8th June. 1970 to 31st 
July, 1972 and the Clmirman was authorised by the President to exercise 
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 
III. 

6.3. The position regarding total cost, cost of establishment and its 
percentage to total cost during the years 1970-71, ) 971-72 and 1972-73 
is as under:-

Particulars 

Total cost 
Cost of Establishment 
Percentqe to total cost. 

-----------------_ ... __ . ---

1970-71 1971-72 1972-73 

(Rupees in laldu) 

545'1 
57'5 
10'5 

693'1 
74'0 
10'1 

---.~- ._----_._------------
6.4. J)uring eVide~ce, the Committee enquired :l!'l to what were the 

consideratiOns which weighed with the Governrnent in incorpOrating a 
claUse in- the Articles of AssociatioDof the Undertaking that the Secre-
tary, Deparfinerit of Food should beth': first Chairman-of the BOard of 
Director.s. The Secretary of the Food DePartment stated that the Gov-
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em~ent took such a decision because 'the Food Secretary was also the 
~a~rman of the. Food and Nutrition Board in the Deptt. of Food of the 
Mmlstry rf Agrtculture'. He further stated that the functions of the 
Board were to prepare and coordinate the activities in regard to the 
devel~pment and popularisation of subsidiary and protective foods and 
to rmse the level of nutrition in the country. The Secretary explained 
!hat one .of the objects of setting up these bakeries was to help in the 
mtroductlOn and popularisation of enriched and pure bread, and to raise 
the level of nutrition in the count", and it was therefore considered 
necessary that the associ'lltion of the Food Secretary who w~s also the 
Chairman of the Nutrition Board would be a distinct advantage. Also 
the Managing Director at that time happened to be 'll Government 
official to begin with. 

6.S. The Committee pointed out that according to the circular instruc .. 
tions from the Ministry of Finance, a typical structure of a Boar.d for 
a smaller enterprise could Ibe 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. Thc Secre-
tary stated that now that they had a full time Chief Executive, who is 
caned 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 th:lt the Chairman 
was in over-all charge of the Company and the Managing Director who 
was the Chief Executive, was in charJ,!e 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 Mana!!lng Director 
for. about a year and a half. Tn the intervenin~ l'eriod after the previous 
Manaeinl! Director left and a new ('Ine W'3!'! aOflointed, the rhairman wall 
lookine after both the functions. Then it wa~ felt that it would be better 
to have a ful1 time Managi"!! DirectOr in addition to the Chairman wht' 
normally goave g'uidance to the Board. 

6.6. The Committee note that the Undertaldnl! ha~ at present 8 Pllrt. 
time Chafrman and a fun time Man""'"" nt1'ef'fnl'. Thev. "nw{'ver, find 
that necorcJlno to tbe In~ctlon~ iSSUed hv the M)"Istrv of F'fnana 
(Bureau of Public Entemri~e!ll). a typical !llfrlldor~ nf A Board for 8 smaller 
entemrhe coold h{' a CllRlrman-cum-Manlll!'np Director with one ~nll 

l'OSSIble .. ven two !lenlor ofRre1'S nf the TTntl .. rt.1cjn<> ~('lf 9'1 fnnctfnnal 
clret"tors toftfber with some P111'lf-tlme diftctors. The Committee """Ire 
tllat fhe C".ovemment "hould review the matter and consider t1M! feaslbnlfv 
of appolntln~ a Chalrman-cum-Manavlnp. Dlredor for flar. UnilerMma9 
inlltead of 1atlvln~ boflw a !'Art·tlme Chttlrman anff n fun.tlme Mftnll1!1ft4' 
Directol' • 
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FINANCIAL MA'ITERS 

A. Cap .... Structure 

7.1. The authorised capital of the Undertaking as on :it&t 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 sbarcs 
and the balance shares are held, one each, by the Food Corporation of 
India, Delhi Administration and the . State Government of Guiarat, 
KeraIa, Maharashtra, Tamil Nadu and West Bengal. 

7.2. The authorised capil'al was fixed at Rs. 1 crore after tatdng 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, ~ croreR. The ~!led 
proposal was forwarded to Government for approval on 20th October, 
1972. The approval of Government WBfl 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 tl1e 
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, 1973Rs. 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-
mittee that Government had given approval to increase the share capital 
of the Undertaking from Rs. 1 crore toRs. 2.13 crores on 23rd October; 
1973. With the increase in the authorised capital of the UndertakinJ 
w.e.f. 23rd October, 1973, the debt equity ratio will now be 68,213. 

B. PrIcing Polky 

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

7.9. In the Pr~t Report submitted to the Govemment of India in 
1965, ex.~factj)ry and retail selling prices per standard loaf of· 400 gms. 
were estimated at 45 paise and SO paise respectively on the basis of Tated ! 

production of 35,000 loaves in there shifts per ]ine 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 wrap~d) with ,reference to the cost worked out on, the basis 
of rated. production of 25,000 loaveli in two shif~ 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 ac,cOlUlt the cost of raw materials and local circumstanc.es. The. 
prices of various types. of breads ruling from .tim~ to. time in the VaBOUS 

Units arj;: detailed in, Appendix V. 

7.10. It will be seen from details given in Appendix V· that 
there wu no increase. in' the, sa1e 1price of· white bread except in respeet 1)f· 
Bombay Unit ·\'Mere· the· price of· 200.grams loaf 'was iaereased 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 sinee 1 %90 despite ina-ease in the price· of· certain 
raw. malerWs . and in· cost of- serviees. This had resulted -in holding the 
price line {)fbroad as oUaec'private· manufactur~rlJ in. the market bad also· 
not been able to push up their prices. 
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C. PnitUility 

7.12. Our of nine Units of the Modern Bakeries (Indiu) Ltd. five went 
into 'production in 1968; 3 in 1969-70 and one in 1970-71. The table 
below indicates the profit (+) /Ioss (-) earned/incurred by' the Under-
takmg asa whble as wen as by its constitueDt· u-ut&:-

(Rs, ,in' Jakhs) 

Unit 

2 3 4 S 6 

Ahme 'abad . (-)1'81 . (-)r'30 (-)0'41 (-'-')0' 83 (, )1'91 

Banpore (-)3'Z4 (-)4'77 (-)0'66 (-)0'16 

Bombay. (-)0' 65 ( , )0' 42 C )3'75 ( : )6' 90 (t)2'66 

Cochin , C+ )3' 40 (+)4'39 (+ )5'23 (., )4~' 21 C' )6'81 

Delhi (-)1'00 (,;)2'19 (+)2·8~ ( + )2'60 (,)12'09 

Hyderabad (-)5' 12 (-)1'42 (-f )1'40 (1-)6'94 

Madras ' (-~'28 (-)4'27 ( i )2' 09 (1 )19' 78 (-I )13' 02 

Kanpur (-')2' 36 (1)6'22 ( , )12' 16 (-I )8'39 

Calcutta (-)5' 16 (1)6'22 (-I )10' 79 

Head Oflice (-)0'23 (-)0'02 

(-)2' 34 (-)9'29 (,)8 '19 (, )52'91 (; )62'45 

7.13, For a proper appreciation of the above working results, the 
following facts are retevant:-. 

(a) The overaH profit of Rs. 8, t!J lakhs earned in 1970-71 as com-
pared with the overall loss of Rs. 9,29 laths in 1969-70 was 
contributed by better performance in each 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 JOH of Re,. 5.16 lakhs, 

The eXpellditun~ on advertisement and publicity was lower by 
Rs, 6.25 l?:khs. The miscellaneous receipt!! increa~11 by 
Rs, 1.75 lakhs, 
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It will thus be seen that the overall profit of Rs. 8.19 lakhs in 
1970-71 was mainly the result of lower expenditure on 'adver-
tisement and publicity' and increase in 'miscellaneous receipts', , 

(b) 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 pro~amme 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. 

(e) The increase in overall profit from Its, 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 lath standard loaves, re-
presenting 37.9 per cent of the total sales in 1971-72, result-
ing in a profit of Rs, 44.43 lakhs as per details given below:-

----

Bombay 

Calcutta. 

Cochin , 

Deihl 

Hyderbld 

Kanpur 

MIdraa 

Totll profit ProfIt Percentage 
of the from of Profit 
unit aoda1 from 

welfare eocIal 
propmme welfare 
luppUea proaramme 

to total 
profit 

(Ra. in (RI. in 
Laths) lakha) 

6'99 2'21 31'6 

6'22 4'49 72'2. 

S'27 3'98 7S'S 

8-(;0 r'8s 71' 2. 

1'40 1·86 132'9 
12' 16 11'77 96'8 

19'78 18'27 92'4 

44'43 

(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 Ban/Zalore 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." 

In this connection, the.-Ministry stated (June, 1973) as foUows:-

(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 overheads and administrative overheads 
had been eq~itably ~llocated over standard loaves produced of 
each variety in the operating reports. Experience has shown 
that this allocation was not strictly correct as these ovemeads 
were definitely more on special varieties than on the white 
sandwiC'h bread. A recent study has revealed that these 
could be correctly al10cated between white and special breads 
in t'he rlltio 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 Undertaldn!' made a proformn profit of 
Rs. 12.24 lakhs on commercial sal~. 
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7.14. From the ArulUa! Report of the Undertaking for 1972-73 it is 
seen that: - . 

(i) there has been an increase of Rs. 10 lakhs in tM' overall profit 
of the Undertaking from Rs. 52.91 lakhs in 1911-72 to Rs. 
62.45 lakhs in 1972-73. 

(ii) Although there· has been an increase 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 
fpom· . the table below:-

197J -72 

J972-73 • 

(S. L,lakhs) 
--- ---- ---.------

Total sales Social 
Welfare 

Commer-
cial 

847' 60· 321- 14 525' 86 

1055'76 529'68 52~'o8 

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

(ill) Out of the nine units, eight units made profit and only the 
BangaJore 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 Bombay, 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 net 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 Undertakio& stated that 
these were because of the increase in production in tlhese 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 iQ Delhi and Hyderabad. 



7.17. In regard to decline in profits in the case of Bombay, Madras 
and Kanpur units, Qle representatives of the Undertaking informed during 
evidence that this was because of high cost ~f 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 aJ1,d lower yield 
aJ;l.d consequently increase in cost of raw materials per stanwd loaf which 
led to lower profits.· In Madras there was increased replucement 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 We quality of 
wheat flour kept on fluctuating from unit to unit depepding on the quality 
of wheat available with the Fe] for supply to the millers wtw, 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.C.I. 

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 the profit amounting to Rs. 58.84 lakhs was contribu-
ted by 452 lakhs standard loaves supplied under Sodal Welfare Programme. 

7.21. They enquired the reasons for the low profit in the case of com-
mercial sales. The Secretary of the Ministry stated that 'norntally the 
Undertaking's pricing policy was to work on the cost of production plus 
a reasonable profit which should not exceed] 5 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, the undertaking had also to keep in view 
the prevailing markel .price. He stated that as it had come to their notice 
that they were getting some higher profit from the .$ales under social·welfare 
programmes. the price of Ihe bread under the social welfare programme, 
had been reduced in some of the States from lst 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 ovcralJ profit would be reduced by Rs. 6.5 lakhs 
approximately. He however, felt that the profit margin should, be 10 to 
15 pet' 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 h~ve 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 pel 
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 pr~ 
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 tne context of the Ob-
jectives of the Modern Bakeries Ondia) Ltd. which are as follows:-

(i) to hold tht" price line of bakery products. 

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

(ill) 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 programmcs. 

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 producta 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. 411.51lakhs) 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 laths 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 'LviBion Price from 1-9-1973 

Ahmedabad • MfDt brud for M. P. RI. 2.28 per 800 gms RI. 2' 13 per 800 IPIlI 

Banplore Milk Bread 

Calcutta Mil.It Bread RI. 1.60 per Ka. RI. I' 55 per Ka. 

Cochin • Mil.It Bread RI. 2. 10 per 800 sma RI, 2'05 per 800 ama. 
Delhi . Milk Bread Rs. 2.28 per 800 ams RI. 2' 13 per 800 arne. 
Kanpur . Sweet Bread Rs. I '80 per kg. 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 80, In certain units the Company incurred loss on sales under Social 
Welfare Programmes, In Ahmedabad Unit, a Joss of about 10 per cent 
was incurred by the Undertaking on supplies to Baroda School Feeding 
ProgrlUIlllle8. Similarly in Bangalore Unit a loss of about 3.26 per cent 
was incurred on supplies undt.1 Social Welfare Programme." 
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7.25. From the Quarterly Financial Review for the quarler ending 30th 
Jurle, 1973, it is seen that during the quarter all the units have made PlO-
fit except Ahmedabad which incurred a loss of Rs. 0.05 lakh. The per-
form:mce of Calcutta, Kanpur, and Madras Units needs to be highlighted, 
as thert: has bctm a fall in the profits and sales during the quarter. While 
lhe 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 lall in pro-
du..:tion on a~ount of continuous power cut and the inferior quality of 
nOllr resulting in high percentllgc of defectives . 

. 7 :16 The Committee note that though the profit of the Undertaking 
was Rs. 62.45 lakiM during 1972-73 as aga_t the preit of -Ks. 52 .• 1 
lakhs during 1971-72, the increase in profit was only on accoant of ·the 
sUI,plie!l under Social Welfare Programme. While the ComMittee appre-
date that the Undertaking bas been malntalaing the price line of bread 
in spite of incl'Oll8e in price of l'\QW auaterials etc., the Committee feel daat 
the Undertaldng should not develop a sense of complacency by die over-
lIU increase in profits which are mainly on aerount of supplies under 
Social Welfare Programme. As stated by the Secretary of the Deparhnent 
during evidence, the Undertaking should take all steps to impl'ove. their 
efficiency and productivity to etlSure a more reasonable price level and 
achieve greater profitability without having to increMe the price. 

7.27 The Committee lir.d that in spite of tbe overall increase in proIit, 
there was decline in profit during 1972-73 in the case of the Units at 
Bombay, Mlldras nndKanpur as compared to ·1971·72. The Committee 
were informed that this decline in profit was due to the inferior quality of 
Door resulting in high waste and lower yield and also high cost of raw mate-
rials. The Committee would like Government/FOOd. (Corporation of India 
to ensure that flour of the requisite quality is consistently Dnd in time made 
available to Modem Bakeries in the interest of SlJitalning supply of good 
quality bread to the public and obviating losses 011 defective or substBndard 
production. The Committee would like the Modern Bakeries also to take 
elledh'e measures to see that inferior quality of flour which would result In 
defective production is not accepted. 

7.21. TIle Committee are not able to appreeiaIe the ullllertakiag ~ 
iag a higher margin of profit for bread supplied nnder the 88eial welfare 
prOJP'llmme. The Committee while welcomoinR tile recent reductioDin the. 
prke of bread supplied under tIhe Social Welfare Prewa_e, JeC8_end 
that the margin of profit !ihcllJld be .coOOnuously reviewed S8 as Bet .to b .... 
den unduly this programme for social weUare. 
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I~, ~''f. ;"I)..A ........... "!froject .................. ... . .. 
":~~~:A~ding to ~e' ~r~tabmty , eg~aged 'in the Project Report, 
Australian UDlts were el(pected -tp yield a' profit of Ra. 2.68 lakbs per lind 
and the Canadian Units' a profit ofRs. 3 lakhs per line. These 
profits were, worked ou~ on the basis of full rated capacity and 011 
the assumptlQn that total capital outlay will be &s. 132.60 lakhs including 
working capital in respect of Australian Units and Ra. 108.60 lakM 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 wort-
ed out all follows:-

.. _--
UDJt Cost price includlna Sales price per Profit per standard 

ioterest OD loaD standard loaf loaf 
capital per atandard 
loaf 

PaUe Paiac PafIe 

AuatraUan Unite 42'la ..,.'25 2'13 

Canac1iaD Unit8 42'07 4,'00 2'93 

Note:-The above prditability atl dy &5Srrntt 360 days (pcration at full rateet 
capacity in re&pect of Aurtralian Uuit8 and 300 days operation at full rated capacity 
in respect of Canrdian Units. 

Appendix VI. incorporatea the anticipations made in the Detailed ~ 
ject Report, as estimated by tbe 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, distribu.tion and administrative overheads ~­
cd the anticipations made in the Detailed Project Report. 
These also by and large, exceeded the estimates framed by tho 
Management in December, 1967. This situation prevailed,not 
only in initial years but also in 1971-72 when 4 units bad 
exceeded the rated capacity and 2 units' had attained atJpPoxi-
mately 90 ,per cent of the rated capacity. The iD~rease was 
much more pronounced in case of direct materials and distri-

. botiOD oVerheads. ' 

(b) There were wide variations ~ ~pect, of expenditure incurred 
against individual elements' 0' coSt e.g. direct m:1.teriats, manu-

, . "fesrturiog over.da and.~trati'Ve; .overbeadsemOD8l" tho 
,~,,~lJDitl.WP"· 

3742 LS--6 
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(c) Tho average sales realisation per ItaDdatd loaf fat exceeded the 
antJdpietioal made In the ~ed PmjeCt; tiport' "ud that 
estimated by the ~agement in December, 1967. III impact 
wai, bowever, nulU1ied by more than proportioaate increue ill 
the cost of productloo upto 197()' 71. 

The Undertaking informed that the averase realisatiOD per ~ 
datd 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 loil! 
hi 1971-72 was 6,25 (per S/L) and 5,92 paise (pel' S/1.) 
in 1972·73. 

(d) As against the net profit of 2.13 paise per standard loaf in tho 
case of Australian Units and 2.93 paise per standard loat in 
tho cue of Canadian Units, the net profit per standard loaf IOld 
worked out as follows:-

-_._--- '--'~-"---

Profit per .taa iard loaf (Ill paise) Remarb 

WAltl 
1~8-69 1969-10 1910-11 1971-72 19121-73 

(I) (21) (3) W (5) (6) 

-----------.-------------------------
Afu"aIIGa U"",-

Aflmedabld (-)6. 5 ')'J 

Bombay, 0' S )'6 3'45 1'''4 

CoctIin . S·! S·1 ,., ';1'15 fl· 8.l .. , 2" 2'14 10'. 

f·o JO'S~ 1'211 

OIIcatta . .. ··S 7'9S 

"72 
"'5 ,,' 1).01 "0 

Cob. (5) aad (6) DOt WItted ia Ad. 

7.'0, It is lOOn from tho above table that tbo profit pot Standard Loef 
III tbo c:8IO of MadnII (Australiall Uall) aDd IC8IIpUi' (0."""111 UDlt) .. 
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..-ell bi&he1 Iii COmpared to the profit per Standard Loaf in lb.. c:uo 0( 
-other units. l'be Committee enquired the reSSOn. f« the same. The mala 
~·reasons given by the Undertaking were:-

(i) EconomirJ; of large scale productioo 00 optimum capacity utili-
sation. 

(ii) The price quoted to the Social Welfare Depar1JMnta lDcJuded a 
good margin of profit. Subsequently the position was reviewocl 
and in Madras Unit the price was reduced by 32 paiso per 800 
gms. from February 1972 and in Kanpur Unit the price hu 
been reduced by 5 pajse per kg. from lst 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. 

7.31. The Committ~ note that all the eIe ...... of expenditure e.,. III-
-.ect materials, mnufacturing overheads and IICImIalttrative overlleads DOl 
.... ,. exceeded the aatidpetioas made In the Detailed Project Report, bat '''10 by and large the estimates &amed by the Management. Even amoapa 
1IIe ftriOllS alb inter lie, there have beea wide variatioDI In respect of 
apenditure agaiDst iadiYidual elements of cost. 11Ie ColDIIIIttee ftCODIoc 
-.end that .... ft880DS for such variations sboulcl be lone into aad ecoao-
__ elfected wifb a view to ellllDl'iDg redudtoo in ClOSt aad ....... ' ........ 
.....,Ie .. ,nee. 

1<:. Coltbla SJ*m 

7.33. The Undertaking foUows a system of process costing. The toJlo.. 
'Wing deficiencies have been noticed in the cost accounts maintained by the 
IVDits 

"(I) Reasons for the variance in consumption of raw materials as 
compared with standards in tho monthly coM sheets are not 
analysed for taking remedial action. 

(b) No record i8 maintained to show the idle labour and madliDo 
boLUS." 

J'be undertaking ltated ill a written reply tbat:-

"It is not correct to oooclude that the I'C8IC)ti for tho varWwe AD 
coDlumptioD of. raw materials II compared with StaDdarda iD 

the moDtbly Cost Sheets are not analysed. As. aatter of filet 
noc:eaary actiOD is taken daUy at UDit level. 
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<, ; (b) Productioaof bread is a continUO\lS J)l'OCeIS.HeIICe it i& dJII-
cult to keep record of idle la~. So far as idling of pladt 
and machinery is concerned, the units are keeping completCt 

record. Head..Qffice is 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 tho' 
usage olta'Wmaterials was worked out and remedial action taken the Un-, , 
dertaldng stated that the standard' costs of all the ingredients had not been. 
fiied. so far due to, instability of prices. However, the stancWd formu~a­
tions (i.e.' standard quantity of ingredie-nts required) fOr all the varieties 
had be~n fixed, actual consumption was compared therewith and variationa. 
between standard formulations and actual consumption were analysed. It ' 
was added that the main reasen for wide variations were the local tastes-
and diversity. in climatic conditions of the places where the, lUlits went" 
loCitell. ' 

It Is, however, seen that for detailed investigation of the dev~tiooa. ' 
from the Ita,ndard, forplUlations, the Technical Division which had since: 
been set up in' t11e Head, 061ce, was being entrusted to go into thO matter" 
in detail on ,a tegu,lar 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 M taW materials and cost of services which consti-
tute the cost of production. The rise in cost of producion was however 
cheeked by: " ' , " , 

(i) utilisation of maximum capacity and thereby achieving'd.ir 
economies of large scale production, 

(ii) reliu<;iioD in the, disttib8tioncost. 

(iii) control of waste and defective production, 

(iv) economy in expenditure of revenue nature. ' 

7.36. De Committee ~~e.qd that tIle.. U .. ~; ..... 
arrange to get the standard cost fixed early aDd maintain proper Jetoa_ 
Ie indicate the idle .1a1loar 88 thiIt .. sdeBdftc .~ Gf'flIe l'JRISe8 ~ . 
... riilneehti:08b by JiIIObr, 1118terf8h and overlteWs mey1le possible to 
enable MUndert8ldDgtofab _itIIble le ........... -.. tboe .. 
obtain the maxlmdib tdiB.dOa. ·tif·;~ .... IIdChIIiiefJ, efted ecoao-
IDles Ia use of materials and reduce tile COIIt 01 produc:tloa. 
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F_ SOlIdly DebCon 

7.37;·:1b~ ~itio~' of outstandings of the Undertaking for t~; years 
,1971 .. 72, 1972-73 and 1973-74 as compared to the' sales during these 
,~ was uunder:-

,', .~ 

(i) Dues from Social Welfate I)cpartmentl . 

(ii) Dues from Hospitals and other Institutional 
Buyers 

(Ra. jn lakhs) 

1973-7. 
(upto 
Sept~m­
bc'r, 1973) 

95'1' 

'(iii,) Dlica r'~ private parties .. ' :", , . '')' ~ '. 

1".8 
.3·6J,,; 

2~'IO , 

'-41' 
TOTAL:-. 

" Sales (valu.) 

Percentap of. Sundry Dehtort to sale. 

,.\ '7.38.Tbe Undertaking explained that the ma~ re8son for tho In-
~crease in ttie outstandings was that a major portion of thcJ.r credit sales 
.... made to the Government. Departments like Social Welfare Depart-
''1I1ents. The Oovemment Departments took a long time in releasing tho 
'fIiYment. SimDarlyhospital and other Institutional buyers to whom 
';PIeI . wer:e ma~e ,on credit basis, also took longer time in settling tho 

~"'bDlS. ' . . 
, 

7.39. During evidence the Committee wero informed by tho Secro-
itary of the Ministry that the outstandings from the State Governments 

_ .~t ~ial welfue . programme was very large. So far as Delhi wu 
.. ..concerned. a sum of Rs. 19.58 lakhs was outstanding as on 28th Feb-

1Uary,,1973 Rs. 39,000 was' outstanding for more than six months, 
tb.3.74 lakhs for more than three months but less than six months; 
'Rs. 10 lakhs fot 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 Ja 
Appendix VII. 

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

I~'-

"The Chief Managers of the Units aro submitting a Monthly 
Report to the Head Office indicating the position of out-
ltaodiogl. This report is reviewed every month and Chief 
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Managus pursue the matter constantly with tho Ioc:al authorities. 

In order to realise the dues expeditiously. the Company bu. 
also offered for timely payment but this l'itep did Dot briDa 
in the desired result. The matter was also discussed with 
the authorities of tbe Social Welfare Department for maltiog 
on account payment of 90 per cent or 9S per cent immediately 
on presentation of the bills. Alter constant pursual, tho 
Governments of Kera]a and Tamilnadu have since agreed to 
make immediate on account payment of 75 per cent and Q() 
per cent of the bills respectively," 

7.42. 1be ColII.IDittee regret to note tibe heavy amoaut oafIt.~ 
.,.mst SUDdry Debtors of ehe UDdertaIdDg. 'The 8IIlOUDt o0t5f!Uldlnc' 
from the State Govenuaeots agaiMt SodaI Welfare Prograaunes is Q~ ...... 
18 RI. 95.15 laths upto Sqtembet', 1973. The Ccmmlttee led pertu ...... 
Co ftnd that in the case of Delhi State alone, • S1IIII of RI. 19.~8 lakb5 ,... 
oatstaDdiDg as oa 18tb February, 1973. 'I'bit ..... dIy testJfles to 'the alert-
_ and eflldeoaey of the Undertaking In realklng Its dues. 1be Co .... 
mIttee also Me DO jasdfkation for ~("h IJesn'Y no.standl. apiDst the 
Govemm('nt Departmmts. "Ibt.- outJtandings result in kM'king up 01 
fmtds, 1085 of interest _d affect the liquidity posItioa of dw Un~ 
The Committee, therefore, recommend that the present procedure far 
billblg and c:olledion or OGtstaadmgs should be remwed and drt-B~ 
to eDII,.-e prompt realisation of aD the dues and to bave an effective eo.-
trot oyer them. 'The Committee tnm that efforts wlD be speflIflI up .., 
this respect and a better pkture wm emertce as a ramlt thereof. 

G, Intemal 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; each incharge of the region and' 
having office at Bombay. Madras and New Ddhi. The Regional Offices.. 
have the following Units under their ~lIdit jurisdiction:-

Name of R~giollfll Offi~ Date- (If l'stahlishmcnt I.lni! und~r their audit 
jurhdictlon 

-_ .... -------.-------~----... -.. ----_. -_.-_ .. _. __ .. _.------------
Bombay. Scpt('m~r, 1969 

October, 1969 

~Ibi September. 1971 

Hombay Ahmedabad 
and Hyder a bad 

Ranplore, CochlD 
a'\d Madra-

Delhi, Kan!"'ur and 
C'l\cUtta. 

-~ -------- ._--_.--



.. 
7.44. All tile IDteIDaJ AlMMt omcen luaCtioa u8der dID ......... Iiifii.: 

.. eomol uacI guidaIlce of the FiDancial Controller It the Head os.. 
Ja this coDDectioo follom, features deIerve mcatioD:-

(I) No procedure lor submisaioD of internal ludit rcpor&a to &111 
Board I)f Directors has heeD laid doWn. 

(2) The Committ~ on Public UndertakinSS in its 15th RepOrt 
(4th Lok Sabha) on Financial Manapmmt ill Public U~ 
takings bad recommended that the fuDctions of the InterJ)ll 
Audit should include a critical review of the sYStcnla, pn:,. 
cedures and the operationl u a whole. In punuance of r_ 
above recommendation, the Ministry of Finance (Bureau of 
Public Enterprises) bad iasued instructions in September, 1968 
to all the Public Entcrprilca to introd1lce lueb a ayatem. Tbe 
Internal Audit Cell of the Company hu, however, not con-
ducted any appraisal of the performance 10 far (January, 
1973). 

7.45. In this connection, the Miaistry ltated (Junc, 1973) that "the 
detailed outlines of the systems and procedures in respect of the opera-
tions of the Units were compiled in June, 1970 gnd that it was therefore, 
too early to undertake a critical study of the systems/procedures." 

7.46. When asked about the reasons for not placing the reports 01 
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/Managill, 
Director and in cases where serious irregularities are noticed, imme-
diate uction is taken to preve.nt 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 (2S-4-72j 
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 twbmitted 
to the Executive Committee of the Board of Directors, in their 8th 
meeting held on 24.9.1972. 

7.47. Iluring evidence the Secretary of the Ministry informed .... 
O>mmittee that the Mmistry had asked the Internal Audit to carry out 
a propel review of the systems and procedure laid down earlier. 
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7.41. There .. DO deayln, the (fact that Internal aodlt In • modern 

.~""'""cIedIIdaa p1aYl. a 'WI . IaIportut , .ole. .. 1_' dIs-
co ..... inegularities, if auy, CODQll'l'eody it bas the added ........... 
of bringiDg iD advance to the aotlce of the Dl8Dagementtbe weak areat 
aud belp them to streamline financial procedures, cutting out waste etc. 
1J'he Committee would, therelore, stress that the Undertaking sbould give 
due importance to the role of the Internal Audit In the organisadon and 
el'Olve a procedure for submission of internal audit reports to tile Board 
of Directors at regular intervals wblcb should Include a critical review 01 
'tile system, procedures BOd the OperatioDS as a wbole with a view to 
elect KODOmiet aod Improve efficlencr la productioD. 
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A. ,P81JMDt ... customs auty 'lor . !\fa'" .... 8t 8 ~ :rate 
8.1. As against a ftatrate f1f 27pcr cent levied at Bombay port III 

~o bakery equipment imported froDl .. Australia, similar equipment im-
ported between August 1967 and March, 1968 for the Madras Unit W8I 
subjected to the customs duty ranging from 27 1/2 per cent to 100 per 
cent of the value of equipment. The levy of bigher rate of customs dut, 
at Madras port on the equipment valued at Rs. 9.26' laths F.O.B. Aus-
tralia resulted in an excess payment of customs duty amounting to 
Rs. 1,01,2;3. 

8.2. A claim lodged in December, 1968 for the refund ot excess dut, 
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 APJ.'lication. 

Department of Revenue and Insurance on the ground that limitation of 
time for submission of claims to tho AppeDato Collector of Customs wu 
statutory and could not be relaxed. 

8.3. The Committee were given to understand that tho equipment 
was imported through the Regional Director of Food, MInistry of Food 
and Agdculture, Madras. While the equipment was received in August, 

.. 1967,. the Bill of Entry was forwarded by the Director of Food, ModrOI 
during April-May, 1968, and the claim was lodged in December, 1968 
which was rejected as being limo-barred. 

8.4. During evidence of the Undertaking, tbe Committee were in-
formed that the excess payment of customs duty was detected in Septem-
ber, 1968 at the time of finalisation or the accouats for the year 1967-68 
Subsequently it W6S stated by the Undertaking in a written reply that tho 
customs duty was paid by tbe Dy. Director, (Dock Operations) Depart-

. ment or Food, Ministry of Agriculture. The Deputy Director in his nppea1 
to the appellate Collector of customs, Madras stated that he was 'DOt 
technically qualified to scrutinise the correctnelll of the assessment and 

. point out the discrepancies thea. end there'. The erroncous assessment 

11 
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., Madril CuICoIN ... kDon Co Deputy Director (Dock OpendoDl) 
... beD a communicatioD was received in 'October, 1968 from Modena. 
Bakeries to the eft'ect that aimiIar equipment landed aDd cleared at 
Bombay was assessed to duty invariably at a flat rate of 27-1/2 per coat 
of complete unit. By the time it WIS mown to the Deputy Direcwr. 
Department of F~ . at. ~ about the excess payment of ~stoml 
duty in October, 1968, it was already time barred. This waS brought to. 
die notice of thcBoard while adopting the aCCOUDt for 1967-68. A claim. 
.. later preferred. It was added that bci.og a traDlldion betweeD. two. 
Government dcpartmeDti. DO effon wu made to fix the responsibility. 

8.'. Asked w.tber the Undertaking bad approached the Ministry 10e 
tatiDg up the question of payment of excess custoUll duty, the witDela. 
lfated:-

, 
"We had approached the Mioiltry of Agriculture for taking Of' 

the qucatioo of payment or excess duty amounting to-
Rs. 1,01,273. The Ministry of Agriculture apprpached ~ 
Ministry of Finance, but they did not agree to relax the COD-
ditioDS of statutory limiiation and they rejected the claim." 

"After the c!aim Wal rejected by the Ministry ot Finance, we re-
ferred it to our legal adviser, and he said that if there wu, 
50melaCUDa 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 
llCUlUl." 

8.6. Duriua evidcDcc the Secretary of the Ministry informed the Com-
mittee that the fC8iOnl 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 c:earance of foodgrains 
and fertilizers was not technically conversant with the details of dutiea 
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 wa. 
tDelised at the Head OfBc:o· By that time a period of three months WI' 
over for making an appeal. 

8.7. The Secretary of. the Ministry further stated that there was DO neg-
liFnce on the part 01 Deputy DireCtor, Food .1 he did Dot how how 



., 
~.~.~ ... to,.,. HI plidwlaaleYerwu delDaDdcd, ~. 
&be JOOdI would DOt have bolD c:leared. Ho had DO idea It "ny PeNal 
at time that be was beiDc. over-UlClsed. The witness, bowCYC1', added 
that the Undertakin& were baYing CODSUitation with their Iepl adviser Mao· 
... StiD examiDiDJ the matter . 

•••• TIle Co_1ftee .. ...., at ......,. Port, CIIIdoIDI duty _ 1M ...., .i,..... imported ...... AIIItn6 ftI paid lit dae ... of 27 ,. 
aat, wIIenas at MMnI Pelt for...... ..4, Lud........ lor ... 
...... Ullit 01 .. U~ e-... datJ at 27-1/2 to 100 per .,. 
GI tile vahie 01 equi ..... ftI ................. aa. ~. 
aao ...... to lb. 1,01,273. ne CoawIttee are .......... to lad ... 

tIIen ........ a ........ tile nte of CIIIto_ ....,. .. 27.1/2. 10 1.' 
per ceDt at MadnI Port ad "7 per cat at BoIabay for die....... type 
of equipment. The CcJ.nyw .... feel ........ the eonec:m- 01 die nil 01· 
caito ... duty ben .ed8ed .. die .... 01 ........ ~,.... ......... 
would DOt ............. 'I1le ConwI .... bope dull .. U~ 
try woaIcl draw a Ieaoa fro ........ aperieace .... tIIke .. tabIe mu. ._ 
to .elify tile correcfn_ 01 die ..... 01 aut_ cIDty at tile time 01 PII1-
.. at to o ..... te I'a'UI'I'eDee 01 IUCIt ala 

B. U .... ic AsIeu ..... 01 Power Load 

8.9. In January, 1969 the Site Engineer, Kanpur Unit applied to the 
State :Electricity Board for sanctioning 350 KV A power load. The load 
war; .anctioDed on 23rd April, 1969 and the connection was given to 
the Unit in November, 1969. The auessment of electrical energy re-
quirements for rwming 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 
.ve18ge maximum load during 1969-70 and 1970.7] wa!! of the order 
fA 74.S KVAand 105.2 ICVA respectively. The load of 350 KVA was 
evidcndy much in excess of the actual demand. As the electricity tarifl' 
provides for the billing OIl the baaia of the actual maximum demand regis-
tered in a month or 60 per cent of the contracted demand, wJtichever is 
higher . the securing of a higher power load resulted in an extra pay. 
ment of ~. 19,000 upto November, 197] over and above what wa. pay-
able aD the ba .. is of ~rgy CODSumecf. The load wa!t reduced tf) 200 KV A 
with effect from lit December, 1971. 

R .11. The Maaqemenf stated (December, 1972) that the quantum 
01 poWC'r load to be secured for the bake~' Unk~ had been locaDy aaea-
ed by the ('ompay'~~" in COftSUltation witb CPWD(Stat« PWD. 
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·It was further stated that on reassesS~ent it was found that about 80 KV A 
pd 17Q KV~ pqwcr ~d W~~,iOClujgd lor a ..... ' .... :AustUtian··md 
·bmadl8D. PIanta respectiy~y. 'i' • :.k· "', ,. 

'8;12, The actual power 'load stewed and ,effective forthoyari~ 
'Units except Calcutta was higher than the above DOnDi. as per dctaill 
gi~en below:-

" ' ;. . ". '. l " I" . ;', 

_t' RCmarb'; 
'~" "I 

'.' I -»..w. 
i\llmedabad • 

1.50 KV~. 
I ' .• 

Applied fc;lr r«'acti04 
to 130 r:..VA,· ' . '. 

I 'Oadda " " 

., 2SQ K"{A • 
rSOIC.VA 

la9fvA' 
, Dcibt 

, , .. ' " 141'as ~:V:4 

• ,ISoX-VA 

,150 KVA' 

~' . 

I • .., 

" \ 

,p 

Reduced to 175 KVA 
a from 1-6-1971 

RedP~ to IJP KVA 
from 14-8-1971 

Reduoed·to 200 
KVA from 1-1:1-
1971 

Noto: Baka'J at Bombay has double line, while:otbcnhave:.inlile line 

8.13, ]'be Mililistry stated (June, 1973) that the Kanpur Unit bad ap-
proacbed the State Electru;ity B'oard in ,Novc:tpber. 1970. for the l'educticm 
of contracted demand but the Board agreed to the ~eduction ofpqwer 
load ol)1y on the expiry of tbe initial agreements in November, 1971. 

8.14. Asked wbether eoy assessment of power load was made by tho 
Undertaking at the time of decidlDg the capacity of the traDsformer, tho 
MBL stated in the po$t evidence, reply that tbe asse~ment for power 
load was made by the Company \)Ou\ for.the Australian and~anad~ 
Units in consultation witb Australian 'andCanadiaD . authorities and the 
~ eI. the CoP.W.D. " '.',l·, ",- ,'"'''' 



",,1: 
~.~ ., t.if.rl ",' ' •. ~- "'i'· 

~.~.15 •. .In ... repIf.to· ar~ .. to wbetbet &Ilyema expeDdfturewlt 
~CUtled . wit.1J aBrIDGe rto ·.60 per celltof the cOntract denlalld, beJDg. ': 
higher than tboaqtual ,QOaSumptioD -at tile Units at Ahmedabad, Bangal6re 
and li)'derabad, tbo,)dBL iDformed that. an extra .' expenditure of Rs. 6,240 
wasiM.uaed at Ahmedabad Unit' but this was with reference to 75 pet." 
cent of the contract demand as per the GujaratState Electricity Board· ,." 
Rules. 

8.16. Asked about the reason for wide dispax:ity 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 
Bakeries were equipped with High Speed' Mixing Machines where th. 
power requirement was six times of an Australian 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 
tor the Canadian chiller was also about 6 times that of Australian chiller 
(provided indigenously). 

8.17. When asked as to how even after r.eassessment that 80 KVA and 
120 KVA were required for ~ing1e line Australian and Canadian pl.mtl 
respectively, the maximum power loads applied and secured for Australian 
units werebigher 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 KV A. These assessments 
are on actual power load and not on the comccted load. Load sanction 
has to be obtained on tb~ connected load which is 130-142 KV/\. for 
single line Australian bakery and 150-175 KVA for Cana~ian bakery and 
it is for this reason that even on reassessment the sanctioned loads for 
these two types of baic:erics are higher than 80 KW and 120 KVA except 
in case of Hydcrabad Unit where the re'vised sanctioned load is on tbe 
basis of actual load· and not the connected lead.' 

8.18. In regard to. Bangalore and Kanpur Units, the Undertaking stated 
in a written reply thut the lcduced ?O'.'tCT loads of 175 KV A at Bangaioro 
and 200 KV A I1t Kanpur were no longer. sufficiently higher than the ro-
a!l&e8sed' requirements us stated abrlve. 

i.i9. TIe eom.Htee flnd -that aItboada the avenge maximum power 
lead required bi'tlte Kau,ur Unit Orftle UncIertaki~ durbtg 1969-70 ~nd 
1970.71 was of the order of T";SKV A aDd 10S.1"KV A mpedivcly, wbldt 
~ IIi1Mequently ~~~ at 120 rev A PO~ load or 150-175 .~,\ 
iOilnecteCI load, • ~{)wt'r load applied and sanctioned ~. the umt I.C. 
358KVA ~mcqUmtlyr~ to 2GB ICVA) ,..,. tvi~ mudl fn 
eXCess' of' tile . adal ...... aad ~ea ~ ~ die required ('onnectect 
load. The Conunittee l'E~ to DOte Chat ~ .. agreement wltb the StJde 
EIec:trkity Board bad not 'nken .. acroDat the..ustk ""Iuemeat 01 



a 
.... power ....... CIN naaIC ... die J[ ._ Ullia ... Ie __ • 
~ upe ..... r. of MI. 19._ .... Men ..... ml' ~ ...,... 
tID tile State ElectrlcJty Bon. n. 0-............... ftte· t1IIdet-

n ...... 1MIn1stry shoald like .. ......,. .... to WOIt·· GIlt' tile •••• da. 
NqIIIrelileab of power load Oft • I'eIIIIIIc ....... tile' ... of ... ...... 
.a of adaal workl". 01 tbe "..... ............ ......, ... .. 
..... EIedridty ..... Il<<0l...,. . , 

8.20. The plants at prescnt installed at the various ecntrca by the 
Undertaking were imported from Australia and Canada undcc Colombo 
. Pian Aid. Sufficient quantities of spares had also been imported. 

8.21. The Committee enquired whether the Undertaking had studied tho 
fcasibility of promoting indigenous maufacture of bakery plants aDd 
macbinCl'Y for replacing imported spate& with indigenous manufactured 
paiU. The Undertaking informed as under:-

"We have been exploring the possibility of fabricatiOQ of all spero 
parts required for the 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 EngineetS in their Coo-
f erence make recommcodations for impon of certail! 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 import bill of srare parts is belag reduced progressively. 

The first phase of setting up the chain of nine balterie$ in the-
country was completed in 1910. About 2-3 years were 
taken to coilsoIidate the fwlctioniog of these plants and ill 
1971 we had fomnalated the further expaDSioo. Schemes of 

the Company, In 1913, opea tenders were invited for supply 
of iodigenOu& make bakery plants. We bad alao entered into 
DegotiatiOns with the manufacturen both in public and private 

5C'ctors with a viow to· devdop aDd fabricato automatic bakery 
plants of modem desipl. Oae of the mauufac:tl1Rrs seems to 
be capable at fabricatioa of automatic pIaDta (except Slicla& 
and Wrapping ttlachiae) with tecl!nicu' asaiataace froID 
Modern Bakeries. Purtbei oeJOtia.doa.s are beiDa held with 
other PIlrtiea abo." 



., 
8.22. The Committee pointed out (hat in this COI1DCCtion ia cbe 

AIlDual RepOrt foi' 19"12-73 it was stated that the Undertaking bad started 
_pltions with certain companies including public sector undertakinp 
interested in the manufacture of such machines. The undertakina 
.explained in a written note that they floated enquiries in ~ 
beginning 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 tbem (a privoate 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 machine. 
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 Under-
taking stated that the imported plant (Australian-make) was costlier by 
.about 36 per cent as compared to the estimated price . of indigenoull 
manufactured plant. This, however, excluded the cost of Slicing and 
Wrapping Machine of about Rs. 3 lalms 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 
<:ontai~ imported parts to the extent of 5 per cent of the value of the planS 
(excluding slicing and wrapping machine) worth Rs. 3 lakhs to be imported 
from abroad. The Commiltco were also informed that aD indigenous 
backory plant without slicing and wrapping m-achine was e:\pected to be 
available by 1975. As far as slicing and wrapping machine was concerned, 
it was not Jcnown as to when this machine would be available indigenously. 

8.205. Asked as to how the capacity, operational and maintenance 
costs of the plants proposed to be manufactured in the country would 
oe:ompare with those being imported or which were in use in other advanced 
OOWltries, the U ndcrtaking stated as under:-

"At present it is difficult to compare operatiooa1 and maintenance 
costs of the indigenous plants with those of imported planta. 
This comparision would be possible only after gaining ex-
perieDce from the indigenous plants which would be available 

to the Undertaking only in 1975. The equipment bcio& 
procured at the new units at Oulndigarh, Ranchi will be of 
later design as compared to the machineslequipmcnts already 
available with the existing units of the Company." 

~. 1M COBIlDlttft IIOIt thld tilt li"'~ ... deCded 10 par-
cIIIIe ......, ......................... , ..... ,1WIoa .. .... 



as 
tfaa~ an. hsa~ ahe ~,urt~ R dialogue with lJMT, • GO .. • .. of India 
UDdertakma for ~he· mUufactare of automatk sIiclDg ad wrapphIa 
Maclliaes. The Committee· consider that the UDdertakiag/Gonmmcnt 
should exPlore in depth .i1K- possibUity of getting the bakery· plants, lor 
which tb~re are growing reqUiremeDts, fabricated throup public: sectol: 
udertakings like HiDdustan Machine Tools, H~ EDgiDeeriJIg Corpo-
ntiOD etc:. where large uDutilised. c:apadty is available. 

8.27. E.ery· effort ~holJld "I"u be Dladtl to . meet the requiremellfs 
of spares aDd other parts for exillting plaDts from indigenous sources 10 
as to sc:tion seK rellllllce .. tile earUest 8IId obviate outgo 01 foreign ex-
dange. 
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CONCLUSION 

9.1. The Modem Bakeries (India) Ltd., was set up on Ist October, 
1965 willa tile !Min ,object of setting up the bakery' iqaits to. assist in the 
~opmCIDt of tIle blkery· iDcMtr.y in Iadia on' souod . :and scientific lines, 
-besides enabling expansion of production for meeting tfie' iner~asing demand 
arising ~ut of urbanisation, industrialisation, increasing population and 
changes in dietary habits. These ullits 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 raisin& the level 
of nutrition in. the country. The Modem Bakeries (lDcfia) Ltd., bas 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 latehs as on 31-3-1973 inclusive of the cost of 
plant and machiaery. Out of the nine UJiits, 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 an India consumption ot bread in 1971-72 was 
estimated at 1,97,676 tonnes, and the share of the Undertaking amounted 
to l34,231 llODl1es on production basis, i.e., 17.32 per cent of all India 
consumption. The Undertaking has . expanaion 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 tbat: 

(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 ublisation being S9 per -Cent in 1970-71 and 86 per 
cent in 1971-72. 

89 
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(ii) rne sales tum over of the Undertaking has increased from 
S77.121ikhs of standard loaves in tbe year 1970-71 to 1055.76 
lakhs of standard loaves in 1972-73 representing an increase 
of more tban 82 per tlent. The sales under social welfare 
programme has shown a marked increase from 62.56 lakhs 

standard loaves in "97.1-72 lte '29,68 lakhs in 1972-73 repre-
senting an increase of 746 per cent • 

. ' 
(~) The Un4ertaking ~ been maintaiDiqdle price, Hue· of breift 

since May, 1969 despite _ease,.J. die . cost· ~ Mr 
~~m. . 

(Iv) The overall profit of the Undertaking basiacreased from 
. Rs. 8.19 lakhs ,in 1970-71 to RB. 62.45 laths in· 1972-73. ' 

9.3. Tho Committee, however, Bad the foUowiag shortcomings in the 
workiag of the Undertakin,:-

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

(ii) ~ detailed market survey at Chandigarh and Ranchi could 
have enabted the Undertaking to have gone in for standard 
size plants even at the first instance ittereby obviating delay in 
setting up of these ptants. In Jammu and Kashmir, a firm 

decision has not been taken even ~ft~r a lapse of two years, ~ 
to the type of plant to be put up 'there. 

(iii) The rated capacity of 35,000 standard loaves per d~y 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-
mertt 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 produetlon aad' retoro' of ,stale" and ~ 
; breact continue to be blgher tban the Dorms ~d for tIae pur-

poie,.'smral uDits and it was oDly in 1972-73 tlW a.yatem 
« of: "lytical iJtudy of the defective production wCl4 )ntroduCQC! 

in 'the' Head Oftlte. ODe of the reasons for such def~tivc p~ 
·deft· wal' It8t~' to' 'be' pOOr qu;atity of flour supplied by .the 

,j 

Food Corpdration Of lildia. . 

,(vi) WbU~ ~l;tc;:w~ performance of the Undertaking under the special 
nurrltlOn 'programme has improved during the years, there has 

. Dot been appreciable increase in the commercial sales of bread 
, . .J> 

According to Government, about SO per cent of the total sales in 
1972-73 was to the urban slum areas and tribal areas. '!be 
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 aDd other areas. 

(vii) Although machinery for making Buns, Rolls, etc. have been 
o"tained, these have not been pressed into service 80 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. 

(bt) 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 
dulng 1972-73 in the case of the units at Bombay, Madras an4 
Kanpur as compared to 1971-72. 
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9.4. While the Undertaking has been maintainin. the price line of 

bread in spite of increase ill the price of ftW matoriala etc. it should nol 
de1'dop a 's.cnte of complacency by the ovccall in~rOJlae in profits which 
are mainly 011 a,ccount, of supp~es under SocillJ Welfltle Programme. It 

. sbould take all steps to improve efficiency and prod~tivity- to ensure a 
more reasonable priCe-level and see that it lives up to its {'ole by making 
available wholesome and uutritiQUS bJ;eaci andothcr bakery products at 
~sODabJe priCes specially in these days of scarcity of bread iD the country. 

NEW. DBUIli 

MtII'ch 21, 1974. 
"P~tU1Ul30, 1895 (SAKA). 

, 
SUBHADRA' JOSHI, . (;,. . 

Chairman, 

Committee 011 Public Vnti4rtaking$. 



APPENDIX i ,j 

(R:4ferre4 to in Para' 1.2) 

Summary of the recommendations made in the Report of the Australia,. 

~,e" 

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 development in the priVate sector of industry and throuJh 
(;o-operative unions. 

3. The production of bakers yeast must be incre'ased and new factories 
should be decentraliSedto provide an AssureCi 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 ftour';'milling industry ,must be equipped ta mill a greatly iDcreased ' 
production of fine fiour' for bread-making. 

S. Having regard to these recommendations, some foreign exchange 
must be made available for the importantion of machinery essential to 
the break-making, ftour-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 industrJ apecialising 
in baking and, millin, machinery should be encouraged. CoUaboratiQa with 
overseas manUfacturers Is desirable so that full advantage can be taken of 
latest developments in the desisn and performance of machines. A nullO 
of machinery which is suited to the needs of both large and smllll habrtl 
should be avaBable. 

7. The technical tI'IiDIug or _ken in fOOd polytechnics must be 
assisted by the provision of adoquate equipment whic~wUl enable the 
gemonstration of modembread-makjag methods aDd the use of machinery. 
Courses must be designed to ahow bakeD the practical implication of their 
studies. Advanced study should be provided at a management level which 
wiD assist· in the developmeat of a business aad the IUCCCssful marketing of 
the product. 

• 93 
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8. CoDSideration should be given to the provision of subble tralniag 
courses at FoOd Polytechnics for ftour-millers. 

9. Bakery Trade Advisory Committee loould be formed at eacb Food 
Polytechnic to review from time to time tbe syllabus aDd maintain liaisOG 
between the polytechnic and industry. Sucb codtmittees formed in associa-
tion with industry wiJI help to develop !Ill informed leadership. 

10. Standards for sanitation and geDelal 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 scbool feeding programmes should be encour-
aged. Consideration should be given to fortifying'such bread with addect 
protein, vitamins aDd minerals such as multi-purpose food, to give aD 
attractive and palatable product. 

13. There must be a properly integrated approach to cereal research. 
The main centre for this work should be the Centa] Food TeChnological 
Research Institute at Mysore with laboratories prlncipally concerned with 
wheat quality evaluation situated at wheat breeding establishment such· as 
Pusa and the wheat handling ports of. Calcutta aad Bombay. Research at 
the C.F.T.R.!. should be concerned with the following aspeots of wheat 
production and utiUsatio!l:- . 

(a) Wheat. quality eVllluation-participation ill and cc;»-ordin8tion of 
quality"testing of various wheat breading programmes. Centra) 

references authority for the wheat quality requirements of 
iIldQsuy.· 

(b) l=1our-mi1l~ t~hnology-~tudies, in the ·lll~gbe~viour ¢ 
wheat v~rieties; tlte development of imprj)ved milll.q.s tochniquOa 
tei -suitln(tianrequ4einent~,for both Atta and Fine Flour;.the 
application of new milling techniques to IndiancQDditio~s. 

(c) Baking techoololY-studies of processes,..thodaand iagrcdients. 

(d) General research'-factors asSoclated ~itb the' quaUty of wheat, 
ftour ana bread. -The nutritive value and siSnifica~ceof bread 
in relation to the Indian dletii~ pattern. . 

, . 
(e) Industry liaison and exteosion service.. the dissemination of 

technical information and research findings to the bakUrg _d 
associated industries. 
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14. In plaDD~ the devlopmem of an expanding iD4ustry. productioo 
statistics are ClSCDtial. At present nO reliable figures are availAble with 
"speCl to (a) the toW production of fine ftour and bread and (b) the 
number and production capacity of bakeries. This information Ihould be 
collected and published in the appropriate publication. 

IS. Qualified bakers and miners should be encouraged to travel and 
gain experience of production methods used overseas. -

16. It is suggested that the publicity section of the Mini.try of Food 
and Agriculture should. from the information contained in this report, pre-
pare a bullctio on bread-making. Such a publication. simply and clearly 
written, should be circulated as widely as possible. It· would deal witb 
faults in current practices aDd their correction, the requiremeats-
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 adell-
tional mateial which might be necessary. 
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APPENDIX. m 
(Ylde para 6.2) 

DETAILED NOTE ON THE ORGANISATIONAL SET UP 
OF MOIDERN BAKERIES (INDIA) LIMITED 

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 fot such 
time and on such remuneration as he may think fit. 

At Head Oftice: 

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 tho 
Divisional Hends are responsible to the Managing Director who in tum 
may report to the Chairman depending upon the importance aDd 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 Pel'Jonnel Division. 

3. Finance and Accounts Division. 

4. Marketing and Planning Division. 

S. Technical and Materials Management Division. 

6. Engineering Division. 

Back Division is headed by a DivisioDal Head except that Divisions at 
Serial Nos. 1 and 2 above are under one Divisioaal Hoad I.e. Secretary. 
All the Divisional Heads report to the Managing Director. 

Functions of the different Division, are II foUOWl:-

(1) Board Secretarial arrd lndu.Jtrial Relation.r Divisio,,: 
~ ~d wnrk; and Industrial Relati<l!1s. 

100 . ~: 
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(2) Administrlllio" iIIId Personnel Division: EatabJiabment, Admiais-
tratioll aDd PerSOllllel matters. 

(3) FilflUlce and Account" IDi'~l,.Oompilation of Accounts of the 
Head Office and consolidation and finalisation of 8ccounts for the Com-
pany as a whole is done in this Division. BesIdes, they render advice in 
reapect of financial matters including cost accountin, and pricing, prepara-
tion and eoordhlatiOD Of budaet proposals, statistics. "DC:! arranging internal 
audit. 

(4) Markelin, ond Plannin, Division: Functions of this Division in-
volve market survey and research, price fixation, preparation of project 
I'CpOrts, plamring, marketing strategy, arrangement for distribution of pro-
ducts, publicity and public relations. 

(5) Technical and Materials Management Divl3ion: Development of 
new 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 ef inventory control system. 

(6) Engineering Division: Designing for plants and allied equipment~ 
development and research for manufacturing plant and spares and other 
equipments indigenously, prc;paration 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 V .... : 

Chief Manager is the Chief Executive 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) MaintCDaDCe. 

(4) Sales. 

Each department i& UDder the charge of an OfIicer at the middle level 
and all the departmental heads report to the Chief Manager. 



. J • 

. , ~ 

~. , 

S. AlQOUI\t of lOin Dlte of ~IWII Rite of IQterelt PerioJ of moratorium drawn 
No. 

. i I' 

.... ~......--.-.-.... ,----,-------
I 2 3 " , 

.... ~~---~---~.--..--.-----................ .--.~~.......-.~-------
(RLln La~8) 

I 25 31-~ .. r967 61% PIYlbile' on 4th 
tnDiwtlIr}, or tbe 
4¥~ of draft" 

o. be repaid by 
tile Company in 
5 eqQtl iQltllJQOQtL 

2 20 17-1-1968 61% Do. 

3 ao 30'3-1968 61% . Do. .... . .., ~ . .; .. " .':', I • " i'; 

.- 10 u'a'~69' <R~~~.{:r;~ .d 
Do 

. ti melr payment 
of iMel'elt) . . 

. n(-; 

S 10 31'3"1969 Do. Do. 

6 IS 31-3'1969 Do. Do'-
7 10 27'1' t970 Do. Do. 

S 10 31' 3'1970 Do. Do. 

9 8 26- 8'1970 Da. Do. 

10 7 31-3-1971 Do. Do. 

II " 31' 3-1971 6% 'Repayable OIl lit 
IQnlversary of the 

139 Rebate 1% for <tate of dttIwaJ. 
ti mely payment To be repak' in 

oflntereet) 3 equal instalments. 
t 
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APPBNDIX V 

(lttt,.,,4 'O;UI par. 7-~" 7-le) , ~ ".' 

A. Statemcmt IboWinl prices or yadOliI typea or bread ruliD •• 011 31-5-1911 and 
31-,-1,'72 In tbe units 

A. WbJte Bread (In Palae) 

Unit 800 1IIl1. 
Ex. 'tetory 400 II1II. 

200 pnt. --
AI on AI on AI on AI 011 ..... .... oa 
31-3'11 31'3'72 31'3-71 31'3'72 31'3'71 31-3''72 

(w. e, f. (w. eo f. (w.e.f. 
1-12-71) 1-12'71) ,- 12-,1) 

--- -~ ......... 
I 2 3 4 5 6 7 

----~ 

Ahmedabact . 130 120 64 64 ~J 33 

Sanlalore I . 130 128 6, 64 56 35 

Bombay_ lIS I15 62 62 34 3S 

Calcutta 120 120 61 61 31 31 

Cocbin 131 -68 36 

Delhi 120 120 63 63 34 34 

Hyderabld 130 130 68 68 36 36 

Kanpur 130 130 68 68 36 36 

Maara., 135 135 70 70 37 '31 

103 



1hItt 

, I 

I 

AblQedaba4 

Ban,.lore 
SoDa.,., . 
Calcutta 

C~ 

Ddili 

H",erlblci . 
KanplIr 
M .... ,· 

Urut 

Abmcclaba4 
BlDplore 

Bomb.,.. 

Calcutta 

Cocbin • 

DeUli . 
Hyder.bld 

KlDp1lr 

Madras, 

104 

Wbelcaa1e 

100 Rms'r " 'Itf, ,','lt400 1lD" 

AtOll AlOD AI on Aeon Aeon At GO 
31-3-71', ' 31'1'72 . ,r'3'71 3i '3012 31'3'71 31'3'72 

(w.e." {w. (w.e.!. 
r'U'11) 1'12'11) 1'12'71) , 

3 3 4 , 6 1 

.. 12, 125 61 67 35 3' 
120 120 6, 65 36 37 

12, 125 6.- ,'4 32" 32'S 

1,36 138 71 ,2 38 40 

Retan 
800 lIDS, 400 lIDS, 200 IIDI. 

AI on At on AI. on AI on AI. on ASM 
31'3"71 ,31-3-72 31',3'71 31')'72 31'3'71 31'3'72 

(w.c.t. (w.c.t w.c.f,) 
I',U' 71) 1'12' 71) 1'12'71) 

13' 135 72 73 38 -144 140 72 70 40 38 

130 130 70 70 38 40 

135 135 69 69 3' 35 

150 150 ,8 ,8 42 4% 

135 13' 70 70 38 38 

145 145 75 " 40 40 

145 14' 75 75 40 40 

150 1,0 78 78 42 41 
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APPBtQ)1X vn 

S'!""",II' JhOf/l'''' Duueanding Jal. proceeds aJ on 30' 6, 73 . , 

(Amount in lath, of RI,) 

Government Private Partie. TMAL 
Departm:nts 

........... ~--- ---.,.....-- --~--
(ct) More tnan one Year o!d but 3' 14 0'92 4'16 
(b) More t ban 6 montns but 

Ie .. tban one year 8'03 0'42 8'45 
(e) Mare than 3 Months but 1 ed 

l!aa" 6 mOl\ths 19'23 0'30 19' S3 

(d) More I~a" 1 month but 
lei. tban 3 months 41' 89 0'54 42'35 

(.) Lell tha" 1 month 46'84 2,61 49'45 

119'13 4'79 123'92 

~'41..u, 

Ahmel1aba4 • 7'41 

Banlalore 17'°3 

Bombay , , 8'07 

CI1C1lt1!a 10'82 

Cochin 16, 2I 

Delhi • 19'89 

Hyderabal\ . 10'Hz 

XlnpUJ' 16'79 

MIt\\uI J6,811 

----
TOTAL: RI, 123'92 
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S. 
No. 

Refererce to 
Para No. in 
the Report 

1 :I 

1. 1.19 

2. 1.20 

APPENDIX VIII 

Sumnnry of Conclusions RecommotWlltiorts 
----_ .. _---_ ..•.. _----

Summary of Corclsiol'sl 
Recommendations 

The Committee note that the main object of the 
Undertakins is to manufacture wholesome and 
nutritious bread and other bakery produ~ 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 oonven.ieaoe 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 loave-A, 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 area~. They recommend that the Under-
taking should examine the feasibility of producing 
cheaper type of breadlbuns in suitable smaller size and 
to ensure adequate arrangements for its distribution 
so 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 Sth 
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 . 

. ---------_. __ .. _----
111 
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3. 2·15 

4. 2.16 

s. 2.17 

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 01 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 expcmditure to the extent of Rs. 4.32 lakhR 
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 eD-
sure that there was no wastage or avoidable expen-
diture OD the setting up of the various units . . _'" 

The Committee are also surprised to find that al-
though the revised estim9tes 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 ori~nal 
estimates amounting to'R.s. 164.78 lakhs although any 
variation of tOper cent or above the approved esti-
mates for any particular component part required 
prior approval of Government. 

--_ .. ----
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6. 2.18 

7. 2.19 

8. 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 responsfb11ity fixed·. 

The Committee would al~o ]ike in this connection 
to draw the attention of {"JOVemment to paras 1.7 and 
1. 9 of the Fiftieth Reoort of the PubJic Accounts 
Committee (Fourth Lok Sabha) on New Services and 
New Tnstrument of Service and stress thnt effective 
action should be taken bv !tie ("rllVemment to imple-
ment the recommendations and take prior approval 
of Parliament in case of substantial rev/Plion. The 
recommendation wac; reiterated hv this Committee tn 
para 2.20 of their 39th 'Report (1972-73) on P./fites, 
Phosphates anti f'hemicals Ltd. The ("ommitte~ also 
exoect that wllile ("'-l'Imininl.! the ol~'Itlon of accord-
Inll: approval to revised t"mmates. Government would 
seriously consider its effects on the ~conomics of the 
Projects. The Committee feel thM where the econo-
mic'l of thl" T\miectc; Il r fl' aclvprsehr aA't"ct~d ~!I II T"I~C!111t 
of revised estimatl' of clloitlll ('~o/"ndjtll1"". thp mlltter 
1hould be specificallv brought to tht' notice of Parlill-
ment without delay. 

The rommlttee rem-et to note th~t there hall been 
delAv in the con~tnlction anrf commissionin'! of the 
nine hllkerv units set up bv thf' TTndertllkinf! rl'ncrfn, 
from 5 to ::1::1 month~ flS C'omn"lred to the IIntiMnllted 
dates of comml!lsionlnl!. Thev lire surrm!led to find 
that in req"ert of the mllioritv of lI"its. t~rlJPt "~te!l 
of comoletion of ('rt"ction of machlnerv h"d nnt llt'MI 
lllid down to w!1trh tht" "l'MTP'l~ in tllp ('rectio" of 
mllcllinerv anti rommissioninl! of the plllnts. Tt was 
admitted durin!! ~vide11ce that ther/" WA!! "0 cC'''fI'tiute 
and Tllllnnin .. In d/"ntll. "'1" ~~ret:l,",' 0' thp Mi"lll-
trv stated that the Und<-rtn1cinl! hnd heen n~1<"l'd to fb; 

--_ .. _-_._------
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9. 2.34 

10. 2.53 

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 {be 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 b~ taken by fhe Undertaking/Government to 
achieve the above objective. 

, The Committee are surprised to find that in spite 
01 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 advicc 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 unhappines'S at the hasty 
decision with which the Belgachia site WI'lS 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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:11. 2.54 

12. 2.55 

llS 

3 

delay is slated to bl! that the earlier proposal to set 
up medium size: units has been changed for setting 
up standard size plants at Cbandigarh 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 sueve} in the 
centres proposed for location of these plants before 
a decision was taken to l'et up medium si~ plants at 
these centres. The Committee feel that a detailed 
market sllJ"V\.~y at Chandigarh and Ranchi could have 
enabl~ 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, Ii firm decision has not been 
taken as to the type of plant to be put up in Jammu 
and Kashmir. The Committee need hardly stress 
that al\v delay in setting up of the plants would only 
accentuate the already existing shorta,e of the much 
needed bread in the country and making the avail-
ability of bread at reasonable prices more difficult. 

The Committee also take a serious view of the 
Undertaking incurring expenditure on the pll'lnts 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 Connnittee also find that the Undertaking 
propose to set up a Biscuit Plant and a Yealit Plant 
in the Fifth Five Year Plan and leasibility 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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13. 2.56 

14. 3.10 

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 ur~ that ad-
vance action should be taken about the precise 
location and acquisition of land for these unit5 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 multf-
pIe shift basis mentioned in the Project Report was re-
duced to 30,000 standard loaves per day on two shJft 
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 again!!t 
300 working days assumed in the calculation of rated 
capacity, the plants practically worked for '3S7 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, f.e. after 
a lapse of four years and had been provisicmal1y re-
vised only then. The revised rated capacities have 
however, not been. flna1i!led so far. It 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 cleaninlt and maintenance. The C.ommittee re-
commend that the rated capacity of each baJc:ery unit 
mould be critically examined and fixed after taking 
into account all the relevant factors and ttte imperative 
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Deed to maximise production in the interest of meet-
ing the pressing requirements of public in theee 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 althougb the Project 
Report envisascd the operation of each of the baker-
ies at its full rated capacity leom the commencement 
of production, the rated capacity had not 80 far been 
attained at Ahmedabad, Bombay and Calcutta even 
after 5 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 C01JlD1itb=e were inform-
ed that the main reason for the poor performance or 
Ahmedabad', Bombay and Calcutta Units was lack of 
market demand beside!! frequent changes in the in-
cumbency of the Chief Manager at the Ahmedabad 
Unit. The Committee fail to undented 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 reoommend 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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16. 3.22 

17. 3.40 

18. 3.41 

19. 3.42 

20. 3.43 

The Committee also recommend that frequent 
changes at the top level should be avoided in the in-
terest of smooth working of tbe 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 units 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 takeefJective remedial measures 
to minim iRe 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 lIupply the Modem Bakeries 
with satisfactory quaUty of ftour 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 bread was more than 
1 per cent during 1972-73 as compared to the norm 

----------------------"---_._-- -----



119 
---~~-, - -~- -----_._-------._- --_ .. .. "_ .. _ .... __ ........... ~--' 

2 
3 

--'----------------------,--------

21. 3.54 

22. 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 units. 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 tbe retum 
of stale bread vis-a-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 lMt seyeral months to push up 
the sale of Peanut Butter which is stated to be nutri-
tioull and cheaper. The Committee would like the 
Undertaking to locate suitable sale points and assure 
availability of peanut butter on regular basis. The 
Committee would like the Undertaking to critically 
examine the pricing aspect and take suitable mea-
lUteS to bring down the cost of production to make 
this Plant economically viable and to ensure avail-
ability of butter Jd reasonable prices. 
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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 Modem 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 Committee 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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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 ~1l especially when there are proposals for in-
creasmg the production during the 5th Plan. 

The Committee find that the Modem 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 
nat 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. 

5.26 The Committee find that the standard formula-
tions for bread had been fixed by the Undertaking 
on Ute basis of the advice of the Australian Bakery 
Technologist and thesO' also conformed to I.S.I. Speci-
fications. Howcver, these formul:ltions had been 
modified from time to time with reference to actual 
consumption pattern and other factors like local 

'mste, price structure etc. The committee also find 
that there were variations in use of raw materials 
from the standard formulations. The Committee 
were informed that the variations ftom the standard 
fornwlations were made only in respect of sugar. 
oil, etc. There was no change in the quality of 
bread '50 far as its ,nutritional value was concerned. 
The Ministry had however, decided to appoint an 
Expert Committee to examine this aspect in detail. 
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The Committee hope that the use of raw materials 
and formulations would be reviewed and standard· 
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 tho 
Undertaking was set-up as far back as on 1 st Ocl~ 
ber, 1965, the Undertaking has Dot been able to fix 
the maximum and minimum limits and ordering 
levels for stores and spares at the various units. If 
is only now that the Management has entrusted the 
study of the inventory control measures to the Insti-
tute of Secretariat Training and Management (J>e.. 
partmcnt 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 enterpri!le 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-cllm-Managing 
Director for the Undertaking instead of having both 
a part-time Chairman and a full-time Managing 
Director. 
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The Committee note that though the profit of the 
Undertaking was Rs. 62.45 lakhs during 1972-73 as 
against the profit of Rs. 52.91 lakhs dllring 1971.; 
72, the increase in profit was only on aceount of the 
supplies under Social Welfare Programme. While 
the Committee appreciate that the Undertaking baR 
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 complaoency by the overall increase in pre-
fits which are mainly on account of supplies under 
Social Welfare Programme. As stated by the Se~ 
retary of the Department during evidence, the Under-
taking should take all steps to improve their effici-
ency and productivity to ensure a more reasonable 
price level and achieve greater profitability without 
having to increase the price. 

The Committee find that in spite of the overall in-
crease in profit, there was decline in profit durina 
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 Governmentl 
Food Corporation of India to ensure that flour of 
requisite quality is consistently and in time made 
available to Modem Bakeries in the interest of sus-
taining supply of good quoality bread to the public 
and obviating losses on defective or substandard 
production. The Committee would like the Modem 
Bakeries also to take effective measures to see that 
inferior quality of flour which would result in defec-
tive production is not accepted. 

The Committee 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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The Committee while welcoming tho recent reduc-
tionin the price of· bre~d supplied under the social 
welfare programme, 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 a.g. direct materials, manufacturing over-
heads and administrative overheads not only exceed-
ed the anticipations made in the Oetailed 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 recommend that the reason~ 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 Committee 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 posGible to enable the Undertaking to 
take -suitable remedial measures in time to obtain 
the maximum utilisation Of labour and machinery, 
effect economies in use of materials and reduce the 
coSt of production. 

1 he Committee regret to note the heavy amount 
outstanding against Sundry Debtors of the Undertak-
ing, The amount outstan~ing from the State Gov-
ernments against Social Welfare Programmes is as 
large as Rs. 95.15 lakhs upto Sept. 1973. The Com-
mittee 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 testifies 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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locking up of funds, loss of interest anti affect the 
liquidity position of the Undertaking. The Com-
mit~ee, thereforel recommend that the present proce-
dure for billing and collection of outstandings should 
be reviewed and streamlined to ensure prompt real-
isation of all the dues arid to have ah effettive 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 ot 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-
cedure 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 effect economies and improve efficiency in Fa-
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, whero-
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 
payment amounting to Rs. 1,0 1,273. The Commit-
tee are surprilled to find that there has been a differ-
ence 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 rato 
of customs duty been verified at thc time of making 



38. 8.19 

~. 8.26 

126 

3 

payment, this situation would nol have arisen. The 
Committee hope that the Undertaking/Ministry 
would d·raw 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 re-currence of such cases. 

The Committee find tHat although tHe aleragci 
maximum power load required in the Kanpur Unit 
of the Undertaking during 1969-70 and 1970-71 was 
of th~ order of 74.S KVA and 105.2 KVA respec-
tively, which was subsequently reassessed at 120 KVA 
power load or 150-175 KVA connected load, the 
power load applied and san~ioned for the unit i.e. 
350 KVA (subsequently reduced to 200 KVA) wall 
evidently much in excess of the actual demand and 
even more than the required connected load. The 
Committee regret to notl~ that the agrecment "itl' 
the State Electricity Board had not taken into ;1,-

count the realistic requirement of the power J .lJd 
with the result that the Kanpur Unit had to i:tcur 
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 purch.'\~e hakery planls from II private 
firm in Bombay after invitation of open tenders 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. 

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 self 
reliance at the earliest and obviate outgo of foreign 
exchange. 

MGIPND-M-374Z L S-15-4-74-1375 
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