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INTRODucnON 

I, the Chairman. Standing Committee on Petroleum and Chemicals having 
been authorised by the Committee (1994-95) to submit the Report on their behalf. 
present this Sixth Report on Demands for Grants of the Ministry of Chemicals & 
Fertilisers. Deptt. of Chemicals & Petro-chemicals for the year 1994-95. 

2. The Committee (1993-94) examined/scrutinised the Demands for Grants 
pertaining to the Ministry of Chemicals & Fertilisers. Deptt. of Chemicals & 
Petro-chemicals for the year 1994-95 which were laid on the Table of the House 
on 17th March. 1994. 

3. The Committee (1993-94) took evidence of the representatives of the 
Ministry of Chemicals & Fertilisers. Deptt. of Chemicals & Petro-chemicals at 
their sitting held on 25th March. 1994. 

4. The Committee (1994-95) feel obliged to the members of the Committee 
(1993-94) for the useful work done by them in taking evidence and sifting 
information which forms the basis of this Report. 

5. The Committee (1994-95) wish to express their thanks to the Officers of 
the Ministry of Chemicals & Fertilisers. Deptt. of Cheimcals & Petro-chemicals 
for furnishing the material and information which they desired in connection with 
the examination of Demands for Grants of the Ministry for the year 1994-95 ~I)d 
for giving evidence before the Committee. 

6. The Committee (1994-95) considered and adopted the report at their 
sitting held on 8th April. 1994. 

7. For the sake of convenience. the recommendations have been printed in 
bold letters. 

NEW DELHI; 

April 8. 1994 

Chaitra 18. 1916 (Sa1ca) 

(vii) 

SRIBALLAV PANIGRAHI. 
Chairman. 

Standing Committee on 
Petroleum & Chemicals. 



REPORT 

A. FIVE YEAR AND ANNUAL PLANS 

The main objectives of the Department of Chemicals and Petro-chemicals are 
to plan. develop. regulate and control industries in the field of Chemicals. 
Pharmaceuticals and Petro-chemicals. Besides. 9 Public Sector 'Undertakings and 
3 autonomous bodies. private sector has also a vast share in the field. As against 
the approved outlay of Rs. 706.55 crores for the 7th Five Year Plan (1985-90) for 
the PSUs under the administrative control of the Deptt. the actual expenditure was 
Rs. 1908.93 crores. The Annual Plan expenditure for the year 1990-91 and 1991-
92 was Rs. 313.07 crores and Rs. 363.73 crores respectively. The approved outlay 
for the 8th Plan has been placed at Rs. 2402 crores. 

2. During the course of examination tile Committee pointed out tllat the 
actual plan expenditure during the year 1992-93 was Rs. 320.93 crores i.c. about 
1/8th of the 8th Plan outlay. Similarly as against tile Budgeted Annual Plan of Rs. 
1205.96 for the year 1993-94. tile estimated expenditure was Rs. 683.04 crores. 
Asked about the non-utilisation of plan outlays during 1992-93 and 1993-94. tile 
Secretary. C&PC stated that it was mainly on accounl of nol taking up tlie IreL 
Projects during these years and accordingly the Annual Plan of IPeL for tile year 
1993-94 was revised from Rs. 972 crores to Rs. 503 crores. 

3. Explaining it further CMD. IPCL stated tIlat during tile year 1993-94. cut 
of Rs. 972 crores outlay the main components were Nagothane renewal! 
modernisation programme (Rs. 130 crores) and Gandhar Project (Rs. 550 crores). 
Due to change in economic policy. prices of certain products of the company 
came down and tIlere was reduction in generation of internal funds. Furthermore 
there were also some technical problems in Nagotllane Project. On account of 
tllese factors these projects could not start during tile year. 

4. When asked whether tile funds of tile order of Rs. 935.83 crores for 1994-
95 Annual Plan (lPCL share alone Rs. 730 crores) would be arranged. the witness 
staled: 

"Yes. Sir. Taking into account all these changed circumstances. we fell that 
the current provisions which we have provided and taking into account our 
capacity to generate funds. we feel that this is a workable capital expenditure 
for us and we should be able to fulfil that". 

5. The Committee further pointed out tIlat apart from Anm.al Plans the total 
budget provision had come down from Rs. 137.71 crores in 1993-94 to Rs. 127.82 
crores in 1994-95. Asked about the reasons for it. tile Secretary C&PC stated tIlat 
it was mainly due to less provision for VRS i.e. from Rs. 42 crores in 1993-94 to 
Rs. 27 crores in 1994-95. 

6. The Committee note that the plan outlay during the Initial years of the 
8th Five Year Plan is not beIng utilised by the concerned PSUs under the 
administrative control of the Deptt. of Chemicals and Petro-chemicals. Out of 
total outlay of Rs. 1403 crores for the 8th Plan, only Rs. 320 crores I.e. Just 
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Il8tb WIL'I spent durl~ the year 1992-93. Similarly as against tbe Annual Plan 
outlay of ItA. 1205 crores, for the year 1993-94, the estimated expenditure was 
~. 683 crores only. On account of non-generatlon of sumclent funds by 
concerned PSU's like (pel some of the big projects could not be taken up in 
time. The Committee would like the Ministry to ensure that realistic plans 
sbould be prepared and thereafter these should he meticulously implemented 
so that production capacity of Public Sector Undertakings is built up well in 
time. 

B. ANALYSIS OF DEMANDS FOR GRANTS FOR THE YEAR 1994-95 

7. The I >cmands for (;rants of the Ministry of Chemicals & Fertilisers (Dcptt. 
of ('hemicals & Petro-chemicals) (Demand No.5) contains the following figures 
of Revenue as well as Capital expenditure for the Year 1994-95:-

(Rs. in Cron:s) 

Plan Non-Plan Total 
Revenue Sc\:lilln ~ \.92 .W.31 9\,23 
('''pil,,1 Sc\:li .. n 13.11 23.411 36.59 

T .. I.II (,~.m 62.79 127.82 

X. The net hudgel,lfY provIsion for 1994-95 after adjusting provision for 
Voluntary Retirement Scheme (VRS) reimbursal from National Renewal Fund is 
liS under:-

(Rs. in C'rores) 

Plan Non-Plan TOlal 
Revl'nue Sedilln 2~.1J2 W .. H 64.23 
('.Ipil,,\ Sl'dilln . LUI n~1I ](,.59 

TIII.,1 .'R.m 62.79 [O().1I2 
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9. The details of the actual Revenue and Capital expenditure for the year 
1992-93. Budget Estimates and Revised Estimates for 1993-94 and ~u~et 
Estimates for 1994-95 of the Deptt. are as under:-

REVENUE SEmON 

(in Crores of Rs.) . 

SI. Major Items Planl 1992-93 1993·94 1994-95 
No. Head Non Plan Actuals B.E. R.E. RE. 
1. 3451 Secretariat Plan 

Eco. Services Non· 
2852 B.I. Industries Plan 1.38 144 1.52 1.57 

Petrochemicals 
2. Central Plan 23.10 18.fiO 23.00 

Institute of Non· 
Plastics Engi- Plan 3.00 3.00 3.00 3.00 
neering Technology 

3. National Plan 0.19 0.20 
Comm. on the Non· 
use of Plastic Plan 0.04 
in Agriculture 
Chemicals & 
Pharmaceuticals 
Industries 

4. Bhopal Gas Plan 
Leak Disaster Non· 

Plan 26.12 34.03 31.95 34.44 

5. National Plan 2.50 2.50 2.50 1.50 
Institute of Non-
Pharmaceuticals Plan 
Education & 
Research 

6. Other Programme Plan 0.42 0.69 0.42 
IPFTIRENPAPI Non· 
DCPUCWC Plan 0.58 0.25 0.39 0.30 

7. Implementation Plan 21.60 41.50 42.00 27.00 
of Voluntary Non-
Retirement Scheme Plan 

Revenue Total 55.32 106.44 100.65 91.23 

8. 4857 Investment in Plan 6.40 6.4(' 7.50 13.11 
Public Non· 
Enterprises Plan 

9. 6857 Non Plan loans Plan 
to Public Non-
Enterprises Plan 26.09 !8.50 29.56 23.48 

Capital Total 32.49 24.90 37.06 36.59 

Total: 87.81 131.34 137.71 127.82 



4 

to. It may be seen from the above that under Revenue Section, the estimated 
expenditure on Secretariat Economic Services of the Deptt. of Chemicals and 
Petrochemicals during the current financial year (1994-95) is expected to be 
Its. 1.57 crores. Out of this, Rs. 1.02 crores will be on Salaries. Rs. 3.20 lakhs on 
Wages. Rs. 4.53 lakhs on OTA, Rs. 9.50 lakhs on Travel Expenses. Rs. 361akbs 
on Office Expenses. Rs. 30 thousand on Payment for Professional and Special 
Services. Rs. 97 thousand on Publications and Rs. 50 thousand on Hospitality 
ExpenseS/Sumptuary Allowances. 

II. The outlay of !he order of Rs. 36.59 crores under Capital Section is for 
making investment in public enterprises and non-plan loans to public enterprises. 
The 'llead' wise demands are discussed in succeeding paragraphs. 

Revenue Section 

Major Head "3451" (Secretariat Economic Services) 

12. "Ibis head is mainly for salary of the Ministerial staff. As against the actual 
expenditure of Rs. 1.38 crores during the year 1992-93, the budget estimates for 
the year 1993-94 wcre Rs. 1.44 l.TOreS which was revised to Rs. 1.52 crores. For 
!he year 1994-95 a provision for Rs. 1.57 crores hali heen made for the purpose. 

13. During the course of cxamination the Committee wanted to know the steps 
taken to kc\:p the administr.ttive expenses like overtime allowance, office 
expt'llscs. travelling expenses etc. The Dcptt. of C&PC replied in a note that the 
()cpurtment has alrelldy taken number of measures to effect c.:onomy such as 
lIbolition of () ptlStS, frecle on O.T.A., only marginal increase in O.E., despite 
substantial incrl'ase in cosl'ilmtcS/tariffs etc. 

14. As against the sanctioned staff strength of 2jO, the actual strength in the 
()eptt. is IRO. A'kcd whether any Organisation & Methods -CQ&M) study had 
been undl'rtak,'n to asccrtain the manpowl!r requiremenl~ the Deptt. in a note 
replied that no 0& M study has been conducted during the last 3 years and the 
staff strl~ngth has heen built upon need based only. 

15. 'Ibe Commllh:.e further wanted to know the reasons for increase in foreign 
travel expenditure for which a provision of Rs. 4.5 lills has been made for 
19''''-'.1<\ a. .. against the! attuals of Rs. 2.50 lakbs each during 1992-93 and 1993-
\)4. 1he Depn. stated in note a .. follows:-

"Illcrea.o;e in outlay for !he year 1994-95 was made due to the increase in 
foreign travel luring the year 1993-94 where there was a spurt in foreign 
travel. 'Ibis ill~fC4lSC was due to India being a signatory to the Chemical 
Weapons Cum,nlion and officers of the Department had to anend 
meetings.. traimngs and seminars organised by the ewC." 

16. The t:ommittee note tIuIt M qai.nst the act .... expenditure of Rs. 1.38 
crans during 1991·93 on salary etc. for the staff of the Deptt. and estimated 
expeadltve of' as. 1.52 crores during 1993-94, a provlsloa bas been made 
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for Rs. 1.57 crores for the year 1994-95. The Deptt. has reportedly taken 
economy measures such as abolition of 6 posts, freeze on O.T.A. etc. In the 
Interest of overall economy, the Committee would like the Deptt. to el:'Sure 
that efTective measures are taken from the very beginning to re. .. trlct the 
expenditure on items like travelling, O.T.A., petrol cOIISomption, office 
expenses, hospitality expenses etc. so that there is no need to ask for 
supplementary or additional granl .. during the later part of the year. Similar 
restrictions could be imposed on the ('SUs and other offices under the 
administrative control of the Department. This will help PSUs to reduce their 
overhead expenses/operating cost so that these unil .. are able to compete with 
the private/multinational companies. 

17. The Committee find that the Deptt. has not carried out any O&M 
study during the last 3 years to know the actual requirements of manpower. 
The Committee recommend that some scientific study should be made to 
know the actual requlremenl .. of the Deptt. particularly In view of the fact 
that In the context of economic IIberalisation polley of the Govt., many 
sections/Heptl ... may have lost their role or significance. 

Major Head "2852 "-Industries 

Sub-Head R I( J )-Cenlrallnstilllle of Plastics Engineering and Techno/,)!:), 

18. The main objectives of CIPET are Training, Development, Testing and 
Quality control. The Deptt. has stated Ulat Rudget provision of Rs. 23.00 crores 
has been made for CIPET during 1994-95 which includes a Grant of Rs. 17.00 
crores to be received from me World Rank for me modernisation of its eXisting 
centres. The net budget provision of Rs: 6.00 crores is mainly required for Ule 
establishment of new centres at Amritsar, Mysore. ImphaJ and West Bengal. For 
Ulis purpose, CIPET was given total grant of Rs. 18.60 crores during 1993-94 
which includes grant received from World Hank runounting to Rs. 15.50 crores. 

19. Taking note of the fact that during 1993-94 and 1994-95, a grant 
amounting to Rs. 32.50 crores has been provided by the World Dank for 
CIPET, the Committee would like the Deptt. to ensure that the money 
provided for the purpose should be utlliseo properly so that the Institute 
could bring desired result ... The Committee also desire that prflposed centres 
at Amrltsar, Mysore, Imphal and We. .. t Bengal should be set up in a time 
bound schedule. 
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Sub-Head B(2) (J) (J J-Bhopal Gas Lealc Disaster (Processing of Claims) 
Acts. 1985. 

20. The following table sbows the proviiions made under the bead duriog the 
years 1992-93. 1993-94 and 1994-95:-

Year 

1992·93 
(Actuals) 

1993-94 
(R.E.) 
1993-94 
(R.E.) 

1994-95 
(R.E.) 

Amount for 
interim relief 

24.84 

25.92 

25.92 

24.50 

(Rs. in crores) 

Amount for Total 
establishment of 

office of Welfare 
Commissioner 

1.28 26.12 

8.11 34.03 

6.03 31.95 

9.94 34.44 

21. During the course of examination the Committee pointed that as against 
the annual relief of Rs. 24-25 crores to be given to the victims. annual 
expenditure of order of Rs. 8-9 crores was being spent on the machinery for 
distribution of the relief. Asked whether the establishment expenditure could not 
be curtailed. the Secretary P&C stated that the fund allocation for the relief did 
not' have any relation with the establishment expenses as the relief was being 
distributed through the state machinery and the amount provided in the budget for 
the establishment expenses of the office of Welfare Commissioner relates to 
setting up courts clc. for disbursal of 6 lakhs claims for compensation. 

22. When asked about the reasons for increasing the salary provision from 
Rs. 3.13 crores in 1993-94 to Rs. 6.04 crores in 1994-95. the Deptt. in a note 
statl'd:-

"'nte expenditure during 1993-94 under the Salary bead bas been less as the 
number of courts established were less than the courts proposed to be 
established during 1994-95. Initially the Government bad sanctioned 
36 courts for deciding the compensation cases but this number bas been 
increased to 56 courts so that each ward could have one court. In the initial 
stage all the courts could not be established and the expenditure had been 
low at Rs. 3. t3 \.-rores. However. it is expected that during 1994-95 all the 
56 <.:ourts will start functioning and therefore a provision of Rs. 6.04 crores 
bas been proposed." 
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23. Asked about the number of cases disposed so far, the witness stated:-

"They started having the whole system of dispersal of compensation of 
claims from October, 1992 onwards because the Supreme Court Judgement 
ftrst carne in October, 1991 and the actual compensation amount was made 
available to the organisation of the Welfare Commissioner in October. 
1992. 

We are proposing to set up 56 courts and so far 36 courts are functioning. 
The whole thing has started from October. 1992 onwards and the setting up 
of the courts and getting the people for that took some lime. In the 
beginning the organisation started dealing with the deaUI claims first. They 
were about 15,310 which have been filed. They took a lot of time because 
cause of death, etc. takes a little time to detennine. lIptill 28.2.1994 of the 
15,310 cases, 9,732 cases have been decided. 

Simultaneously. they have started taking the injury cases also. Of the 2,801 
injury cases of pennanent or partial disablement. 509 have been decided. 
For temporary injury about 27.757 claims have been made and 6,976 have 
been decided. Minor injury cases are about 5,66.699 and out of that 17.985 
have been decided." 

24. On being asked further whether any time bound programme had been 
fixed to settle all claims. the witness replied:-

"Now we are constantly in touch wiUI the Commissioner. He says that he 
expects to complete the whole task in the next three years or so. We have 
recently appointed a Committee under the Chainnanship of a retired Judge 
of the Supreme Court, Mr. Justice Kasliwal to go into the whole procedure 
so that the procedures can be further shortened and they could be adopted in 
the courts." 

25. In reply to another question the Committee were infonned ilIa I out of 
Rs. 15<X) crores earmarked for compensation. an amount of Rs. lIS croles has 
been disbursed so far. 

26. The Committee feel concerned to note that out of R ... 1500 crores 
earmarked for relief only an amount of R ... U8 crores has been disbursed to 
the ~Ictlms so far. The Committee have been Informed that only in October, 
1991 Supreme Court removed the hurdles for payment of compensation. To 
expedite tbe settlements of claims, tbe number of court .. is to go up from 36 to 
56. The Committee would like the MInistry to expedite the whole process of 
setting up court.., disbursement of relief etc. Concerted effort.. should be 
.... de to settle all claims and related· matters witbin tbe stipulated period of 
3 years. 
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Sub-head B2( J )(5) and B2( J)( J )-Grants to PSUs for Voluntary Retirement 
Schemes 

27. The following table sbows the amount given to various PSUs under the 
Head: 

(Rs. in crores) 

Year HIl SSPl BCPl BIl IDPl Total 
1992-93 1.60 1.40 2.00 1.00 15.60 21.60 
(Acluals) 
1993-94 2.50 1.00 2.50 1.50 34.00 41.50 
CItE.) 
1993-94 2.~O 1.50 2.00 2.00 34.00 42.00 
(R.E.) 

1994-95 2.50 1.00 2.00 0.50 21.00 27.00 
(R.E.) 

2M. The Committee-wanted to know the response to VRS schemes introduced 
in various PStJs. The Secretary. Chemicals & Petro-chemicals replied:-

"The response has been very good. In HIL last year up to December. 1993. 
\02 employees took VRS. in IDPL 1780. in Bengal Chemicals 284. in BIL 
203 and in SSPl 214. In fact. there are four sick companies and their 
!ltrntegy of revival to a great extent, depends on whether we are able to 
reduce the workforce and bring it to the manageable level in accordance 
with the industry norms. We have been actively pursuing the scheme and 
the response hall been quite satisfactory. 

29. In the context of reduced outlay for the year 1994-95. the Committee 
enquired whether any target" had been fixed for various companies. The witness 
rcplied:-

. 'There arc targets fixed company-wise depending upon their revival 
paclulge. And for the next year. for the three Bengal companies. the revival 
packages are still to he finalised. But if we find that our requirements for 
funds for VRS is more than what has heen provided in the Budget. we have 
!!ot a hmad understanding from the Finance Ministry that to this extent, 
additional funds would be made av'lilahle to us." 

30. The Committee have been Informed that response to VRS Introduced 
In Idc:.. .-sUs Uke mrl.. BCrL. BIL .nd SSPL b.... been very good. Upto 
December 1993 ... '1 .... ny lIS 1481 workers opted ror VRS In these PSUs. With 
• "Iew to make operations 01 these units viable, sclentlnc study should be 
conducted to escertaln tbe .dual manpower requlremeats .nd efforts should 
be made to keep the .... npower ~h within prescribed IimlL 
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Sub-heads AAI( 1)( 1)( I) and AA2( I)-Investments in Puhlic Sector and other 
unde rtaking s 

31. The following table brings out the investment trends ill various PSUs by 
the Govemment:-

Year 

1992-93 
(Actuals) 
1993-94 
(B.E.) 

1993-94 

(Revised) 

1994-95 
(B.E.) 

HIL 

0.75 

1.00 

1.00 
1.50 

IDPL 
1.17 

1.25 

1.25 
1.38 

RCPL 
0.28 

0.38 

0.38 

0.50 

SSPL 
0.50 

0.08 

0.08 

0.18 

(Rs. in crares) 

BIL 

0.50 

0.50 

0.50 

0.50 

Total 

3.20 

3.21 

3.21 

4.06 

32. The Committee pointed out that some of the above PSUs viz. Indian Drugs 
& Phannaceuticals Limited, Bengal Immunity Ltd., Bengal Chemicals & 
Pbannaceuticals Ltd. and Smith Stanistreet Phannaceuticals Limited had been 
incurring heavy losses and had been referred to the BIFR. Asked whether 
investments worth a crore or even less could help these PSUs in any way, the 
Secretary. Chemicals & Petro-chemicals stated that the revival package of IDPL 
had been cleared by the BIFR and financial requirements as per the revival 
package had been provided to this company. Since the revival package of oUler 
PSUs viz., BIL. BCPL and SSPL was still under examination less provisions had 
been made for these PSUs. After finalisation of revival package. necessary funds 
would be arrangetl by the Government. 

33. He further added:-

, "We are expecting that by the end of June, we shall be ahle to have the 
revival package finalised. We are having a positive attitude. The money tJlat 
is provided in the Budget for these Ulrec companies is sufficient for the 
present level of tlleir operations. as a holding type of situatum. for the next 
three months. If the revival packages are approved by the BIFR. then. I 
hope whatever additional money that is required for tlleir revival will be 
provided by tlle Finance Ministry ... Once the packages are approved, I 
tllink. tllere will be no problem in getting the necessary budget provisions ... 
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34. Asked whether the PSUs would be in position to compete with private and 
multinational companies, the Secretary, C&PC replied:-

"We do agree tbalthe revival of IDPL and the other companies is only one 
step forward. IDPL bas a lot at stakes with a great number of employees. If 
it bas to come out of this sickness and be competitive vis-a-vis other 
companies, il bas to face a very challenging task. lbis is true in the case of 
the other three Bengal units also. The most important aspect is thai they 
should improve their marketing strategy. IDPL wbich gives bulk drugs 
cheaper has to have more value. added fonnulations and they have to 
restructure their entire marketing strategy so that they can realise higher 
prices for their products and be competitive. The Bengal units have got 
some excellent products which are household names. They have to 
concentrate on their strength and try to expand their market base which is 
ral11er weak. I have personally wrillen to all the Ministries and other 
organisations requesting them to purchase more from our public sector 
companies. But the problem is. sometimes when lbey sell to governmental 
organisations, realisation of funds gets delayed and the companies end up in 
a position where they cannot plough their resources back into their 
operations. If this continues, they cannot get out of their sickness. So, they 
have to do it in a balanced way. We have told them not to totally depend on 
institutional ~lIes and that they have to move to trade sales where moneys 
arc realised without any delay. So, they should review their marketing 
strategy as also their policies relating to product mix and so on. We have 
also told them to see that wasteful expenditure is curtailed. There is a 
managing committee with people from outside to monitor the functioning of 
the IDPI, whkh has been revived. They will be closely watching the 
internal oper.llions of the company. I. myself, would be monitoring its 
working periodically. In this way, we can see that these companies are able 
to adhere to the revival plans and get out of the sickness." 

35. In reply to a question about operating costs of PSUs vis-a-vis private 
sector, the wilness stated:-

"One of the key a.\pecL .. for the revival of all these companies is that their 
salaries (ost should nol be more than the industry average of 14 or 15 per 
cent. In many of these ("'oOlpanies this component is as high as 35 to 40 per 
cent. They have to reduce the staff strength accordingly." 

36. When IL'iked about the involvement of workers in reviving the sick PSUS. 
the wilDes.. .. replied:-

"About the worters' participation-that of course. is a must because not only 
the revival package is prepared after interacting with the workers but before its 
decision the RIf'R calls the workers and they speak before the BIFR and then 
only it decides the package. After the raclcage is through then we have to set 
up some ~anisational machinery to get their support for the task wbich have 
to be ~ for the revival. Fur example in the (DPt... we have to set up an 
OffICers and Workers Committee to look into various aspects of its revival." 
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37. The Committee further wanted to know whether PSUs can stand in market 
in future particularly when multinational companies were entering in all industrial 
sectors. The witness stated that in view of vastness of the growing population and 
needs for extending health services. PSUs could continue to play their role. 

38. Tbe Committee note tbat Demands for the year 1994·95 provide a sum 
of Rs. 4.06 crores for investment in some of PSUs. It is a matter of concern to 
the Committee tbat out of 9 PSUs under the administratl'Ve control of the 
I>t!partment as many as 4 PSUs had been Incurring huge losses and had heen 
referred to BIFR. These were IDPL, OIL, BCPL and SSPL. The Committee 
were informed that the revival package of IDPL had since been approved hy 
BIFR and necessary funds were bebg provided for its revival. The revival 
packages of other PSUs are reportedly under tinalisation' scrutiny and the 
same are expected to be finalised hy June 1994. The Committee recommend 
that all out efforts should be made to expedite the revival package.. ... Since 
there is no provision of funds for revival packages (except IDPL) in the 
Demands, some arrangement may he made with the Finance Ministry so that 
adequate funds are made available to these PSUs even at a short notice. 

39. In the context of revival of sick PSUs, the Committee need not over 
emphasise the importance of restricting the operating costs of these I'SUs. 
Admittedly, the salary cost of PSUs Is as high as 35 to 40 per cent as 
compared to the industry average of 14 or 15 per cent. The Committee trust 
that all posslhle measures would be taken to reduce the avoldahle and 
Infructous expenditure of the PSUs. The Ministry should keep a constant vigil 
over the functioning of the PSUs. The Government nominees on Hoards of the 
rsus can also play an active and effective role over the functioning of puhlic 
sector undertakings. 

Major Head 6857 

Sub-head CC-Lollns for Public Sector and other undertllkinxs 

40. Apart from investment, the Government has been providing plan and nOIl-
pl:!ll loans to PSUs like HIL. [DPL. SSPL. BCPL and BIL ctc. Quantum of such 
loans bas been as under:-

(Rs. in CTOTCS) 

Year Plan Non-Plan Total 

1992-93 (Actuals) 3.20 26.09 29.29 
1993-94 (B.E.) 3.19 18.50 21.69 
(Revised) 4.29 29.56 33.85 
1994-95 (B.E.) 9.05 23.48 32.53 
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41. Asked wbether loan requirement of various PSUs particularly the sick units 
bad been met. the Department in a note stated:-

"The requirement projected for 1992-93 and 1993-94 by the PSUs in the 
Pbannaceuticallndustry Sector. namely IDPL. BCPL. BIL and SSPL were 
ali per the revival packages which were prepared by the management in 
September. 19')2. Both Plan and Non-Plan assistance as envisaged. was 
pwvidcd for in the Revised Estimates for 1992-93 and the Budget Estimates 
for 1993-94. The Budget Estimates for 1994-95 are based on the 
requirement to sustain the current operations of BIL. BCPL and SSPL. For 
IDPL. the provisions made in 1993-94 and 1994-95 are as per the revival 
package." 

42. When asked funher as to what extent these loans have helped the PSUs in 
improving their production and financial performances. the Department replied:-

"The lion-pian loans given in 1992-93 and 1993-94 were mainly for the 
purposc of supplemcnting the working capital resources of these companies. 
but for which the operations of atJeast BIL. BCPL and SSPL could not have 
been sustained. These companies also availed Cash Credit facilities from 
the Bankers and UIC loans hclped in supplementing the working capital 
requiremcnts of the companies." 

43. The Committee nnd that besides Investment, the (;overnrnent provides 
funds tn I"SUs. throu.:h plan and non-plan IcNln. ... The health and growth of 
I·SUs under the Uepartment can be Jtauged by the fact that during tbe last 
1-3 year.! the plan loans Wa.'I or the order or Rs. 1 crores whereas non-plan 
loan w .... ahout a ... 1~30 crores. For the year 1994-95 as against tbe 
provision or plan loan or R!'i. 7.55 crores. the non-plan loan L .. R ... 13.48 crores. 
The Increase In plan I(Nln appear.! to be on account or nnallsatlon of revival 
packat:e or mrL. The Committee would like tbe Ministry to make lleCe!'iS8ry 
efforts tn reduce the non-plan outlaylloans once the working or sick uniL .. Is 
!ltahlIIsed. 

(', RESEARCII AND DEVELOPMENT 

44. (luring the l'OUrsc of c:<anlination the Committee pointed out that another 
impurtant arc .. whicll necded urgent attention was R&D particularly in view of 
fien..'e comrctition with multinational companies, Asked why adequate fund .... were 
DOC ~ing made availahle for R&D projects. Sc(,Tetary. Chemicals and Petro-
chemicals stated during c\'idence:-

. 'The point about the importance of R&D is very well recognised, But 
different companies have got different pnlVisions for R&D. Some have been 
reflected in the Rudget and some have DOC been. For example. IPCL have 
got R ..... If) c:rore for R&D. They have done it out of their own resources. But 
HCCL has got Rs. :'\ cmre. These are big companies putting money in R&D. 
The drug companies which are sick will be putting money for R&D only 
after they are revived," 
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45. Asked further about taking up more and more R&D work particularly in 
the area of life saving drugs, the witness stated:-

"This issue is very much under active consideration. First. of all, R&D 
Budget provisions are partly reflected here. Also the other Departments like 
Science and Technology fund some R&D work. In the New Drug Policy, 
certain incentives, etc. are being thought of, which would give encouragement 
for investment towards R&D. This issue is very alive and it is being 
addressed separately. It is not only addressed through Budget provision 
medium but also the pharmaceutical industry, which is so highly-
technological oriented, particularly after the post Dunkel scenario will have 
to be even more R&D oriented. So, this issue is getting top most priority. 
We will have to give some concrete shape to it. And once we are clear 
about the Drug Policy, we will be able to do it." 

46. Secretary, C&PC also stated that the Ministry wanted to establish Petro-
chemical Development Agency. For this purpose, the Planning Commission had 
not agreed to approve one crore rupees to start the project. It was also brought out 
that the Ministry could raise the substantial money from the industry and the only 
problem was of providing some seed money for the task. 

47. The examination of Demands for Grants of the Department by the 
Committee has revealed that one of the most Important areas viz., Research 
and Development has been neglected so far as substantial funds have not been 
allocated for the activities related to R&D. The Secretary, C&PC deposed 
before the Committee that some of the PSUs like (DP(. provide funds out of 
their budgets. Tht: Committee wonder how the sick unit.. could have 
concentrated on R&D activities when some of them were not having even 
working capital to run their units. The Committee therefore recommend that 
adequate provisions should be made In the Demand for R&D work which is 
crucial for economic growth. 

48. The Committee were also informed that the Ministry proposed to set 
up Petro-chemicals Development Agency. However, the Planning Commls.'!ion 
has not agreed to it so far. Since the Department has sought only a crore of 
rupees as seed money for the same and they are hopeful to raise necessary 
funds from the industry, the Committee find merit'! In the suggestion. The 
Committee accordingly recommend that Planning CommissionlFinance 
Ministry should reconsider the matter. 

NEW DELHI; 
~pri/8. /994 

Chailra 18. 1916 (SaIca) 

SRIBALLA V PANIGRAHI, 
Chairman. 

Sianding Committee on 
Pelroleum & Chemicals. 
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