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CORRIGENDA. 

EIGHTH REPORT OF THE COMMITTEE ON PUBLIC 
UNDERT.lKINGS ON TOWHSHIPS AND FACTORY BUILD

INGS OF PUBLIC UNDERTWNGS 

Page 2, 
Page 5, 
Pag e 8, ., " 

Para 61. table, heading: for "acti" ~ "anti" 
Para 17, table, item 3 : ill. "Rate" read "Rare" 
line 6 for "been" read "even" ,- -

j. -'t ( \ '-. ( ; .1 ,'. 

Page 13~ Para 36, "marg"inal heading: 'lor "Cotribution" 
§Vf~I "conrrI'bution" 

Page 14, line 2 : delete "PR ONS OF TH:!: SCHEME" 
Page 15, line 6 for "Machines" read "Machine" 

Page 20, Para 51, marginal heading : !f!!:. "woh1ch" 
reai "which" 

Page 21, Para 53, marg nal heading : for "law" read "lay" 
add "whom" after "for" 

Page 22, line 3 from below : for "one cota1n" 
read "of certain" 

Page 23, Para 61, marginal headin~~ : !2!: "honses" 
read "houses" 

Page 32, col.(5), against item 1 : for "lead" ~ "led" 
Page 35, table against item 4 : for iiblock" ~ "black" 
Page 56, para is6, marginal heading : for "prIiiCIpals" 

read "principles" 
Page 59, para 165, line 4 fror.l below : for "Sessions" 

read "Session" -
Page 62, line 3 from below : for "Resigns" read "Designs" 
Page 76, heading : ~ "APPEm5I'X III" 
Page 82, line 10, ~-ln beginning "and Oil" 
Page 84, line 9 from below for "compleling" ~ "compel11n@ 
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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings, having been 
authorised by the Committee to submit the Report on their behalf, 
present this Eighth Report on the Townships and Factory Buildings of 
Public Undertakings. . 

2. This Report is based on the data furnished by the public under
takings in respect of their Townships and Factory Buildings. The 
Committee took the evidence of the representatives of the National 
Buildings Construction Corporation Ltd., Oil & Natural Ga.<; Commis
sion, Fertilizer Corporation of India Ltd., Hindustan Steel Ltd. and 
the Employees' State Insurance Corporation On the 2nd, 14th and 21st 
December, ] 964 and 15th & 20th January, 1965. They also took 
the evidence of the representatives of the Ministries of Industry & 
Supply, Finance, Steel & Mines. Petroleum & Chemicals and Works 
& Housing on the 20th & 21st January, 1965. 

3. The Report was adopted by the Committee on the 15th April, 
1965. 

4. The Committee wish to express their thanks to the various 
Ministries and the .public Undertakings for placing before them the 
material and infonnation which they wanted in connection with the 
examination of the subject. They also wish to thank the officers of 
the Ministries of Industry & Supply, Finance, Steel & Mines, Petroleum 
& Chemicals and Works & Housing as well as the representatives of 
National Buildings Construction Corporation, Oil & Natural Gas Com-
mission, Fertilizer Corporation of India, Hindustan Steel and 
Employees' State Insurance Corporation for giving evidence and placing 
their views before the Committee. 

NEW DELHI; 

MtIy, 2, 1965. 
YaUalcha 12, 1887 (S). 

PANAMPILLI GOVINDA MENON, 
CIuzinrum, 

Committei' on Public Urulmakings. 

(v) 
.J 
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INTRODUCTORY 

Since independence a large number of public undertakings have 
been set up by Government. At the end of 1963-64, there were 61 
such undertakings in which the total investment stood at Rs. 1,780 
.crores. The number of these undertakings is on. the increase. 

2. Considerable expenditure has been incurred on the construc
tion of townships in public undertakings. The total capital outlay on 
these townships is estimated at Rs. 280 crores which constitutes nearly 
] 1 per cent of the total anticipated investment on the undertakings. 

Apart from the initial capital outlay involved, recurring expendi
ture has to be borne by the undertakings on the up-keep and mainten
ance of the townships. This adds to their overheads and consequently 
to the cost of production. 

3. The expenditure on factory buildings in public undertakings 
also constitutes a substantial proportion of the total investment. In 
certain undertakings, it has been over 26 per cent of the total outlay 
on the projects. 

4. The Committee decided to undertake a horizontal examination 
of the townships and factory buildings of the public undertakings with 
a view to understand the proble~ and difficulties encountered and 
the manner in which they had been solved. They accordingly' called 
for the necessary information in respect of 42 public undertakingt 
(listed in Appendix I) which had or were likely to build township' 
and factories. The findings of the Committee are set forth in tht 
succeeding Chapters. 
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n 
EXPBNDI1URB ON TOWNSHIPS 

5. A majority of the public undertakings have set up 
townships or housing colonies with ancillary facilities bke 
schools, hospitals, shopping centres, recreation clubs, etc. 
for their employees. A statement showing the projects/offices 
where townships have been or are proposed to be set up 
by public undertakings, total anticipated investmetlt on the 
projects (including townships). outlay on townships alone 
and the cost per dwelllng unit is. given in Appendix II. 

A. Extent of Total Capital Outlay 
Total outllY 6. The table below shows the extent of capital outlay 
:hl=~- (actual and anticipated) on the townships of public under-

. takings and it~ percentage to the total investment:-

Undertaking 

(I) 

Actuall Actual/acti
anticipated clpated to~ 

total OUtlay on Percentage 
outlay on townships of 
projectS . alone (3) to (3) 
(including 
township') 

(2) (3) (4) 

(Ita. In cror~.) 

Percentage of outlay on town
ship to total outlay on 8 pro
ject of the undertaking 

Cs) 

I. HindU$taD Aeronau- 58 '91 17. 63 30 % Varies Crom II' Z% It Aircraft 
DiviSion, N .. D: to over 39% tiel Ltd. ~G. " Complax 1«1:)· It Blec:t:ronb DiviaioD, sanet-
nqar. 

2. NationalCoalDe- 176'411 30'oS 17% Varies from 3 % at Gidi Wuhery 
veIopment Car- to 49% It Barkakana Workshop. 
porationLtd. 

16'8% 3- Heavy B1ectricals 6z·6I 10'SI 
Ltd. 

16% Vlries from IS % It Rlnchl to 4- Heavy Bngioecrin& 345'32 39'12 
Corporation Ltd. 33% at Durppur. ~ 

S. Sharat Heavy 126'43 19'62 IS'S% Varies from 10% at Hardwar to 
Blectricals Ltd. 2S% at Tiruchi. 

6. Indian Drugs & 46'44 7' 10 15% Varici from II % at Hyderabad 
Pharmaceuticals to 29% at Madra •. 
Ltd. 

Varies from &J.:(o It Trombay to 7. Fertilizer ~o- 1,.'69 16'36 10'6 
radon of In ia 13% at S . 
Ltd. 

78 '32 7'4% Varies from 5' 7% at Rourkela to 8. HIod .. tm Steel 1,066,61 
Ltd. 9' S% at Durppur. 

9. NCy?cli Lipite 16,'05 14'62 8·86% 
Corporation Ltd. 

387'21 -46'17 IZ% As between these unc1ertakingJ 10. Other UndertU-
inp. the percent. variet from 4 

to 43. ---
TOTAL 2419'75 279'50 II'2% 

------ --'--'-



7. The total capital outlay on the townships of public 
uluJertakings is of the order of Rs. 280 crores atuJ it cons-
titutes over 11 % of the total investment on tile projects. 
The incidence of the costs of townships on the costs of pro-
tluction of these undertakings is therefore considerable. 
For instance, in the case of Hindustan Steel Ltd. the capi
tal cost of establishing one ton of steel ingot capacity works 
out to Rs. 1,670 by including the outlay on townships of 
the three steel plants (Durgapur, BhiIai and Rourkela), and 
Rs. 1,550 without it-i.e. the townships account for an out
lay of Rs. 120 per ton of steel. 

8. It was stated during evidence that the private sector Position ob
undertakings did not provide housing on the same scale and ~ing in 
in one lot as had been done by the public undertakings. In f~;~~e l!d~; 
most foreign countries, the industrial undertakings did not and in fore-
generally build their own townships. ian countries. 

9 .. The following reasons were given by the representa- Reasooa for 
lives of the Ministries for high outlay on the townships of high outlay. 

public undertakings:-

(i) majority of projects were located in places where 
there were no sizeable towns nearby; and 

. (ii) the public undertakings were model employer:; 
and provided facilities on a large scale. 

10. The Committee realise that a majority of public sec- Need fo r 
tor projects are located in out of the way places and it may ::~ng .;:~: 
be necessary to provide housing and other facilities on a of reducm. 
somewhat larger scale. It is also desirable that public under- the preeent 
takmgs should aim at being model employers. Nevertheless, ~:~h:s. 
the Committee are equ<llly anxious to ensure that public 
undertakings follow a balanced approach In incurring expen-
diture on productive and non-productive activities. If a subs-
tantial portion of the investment ;s spent on townships before 
any significant productive activity of a project starts, as is the 
case at present, it add& considerably to the overheads of an 
individual t'nt~rprise and aUeets its profitability. Further it is 
also necesltll'y that the public undertakings do not follow 
standards and scales of accommodation which may attract 
public criticism. All this underlines the need for laying 
down suitable guiding principles, norms and standards with-
out any delay. These aspects luzve peen dealt with later in the 
Report. 

The Committee would however, urge that pending issue . 
01 detailed instructions, Government should impress upo" 
public undertakings to pay utmost importance to economy in 
the matter and find ways and means of reducing the presenl 
rate of outltry on townships. 
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.'!;n:::=m_ 1.1. Government. have n!>t yet laid down any principles rc
t~ on tO~D- gardmg the proportion which ~e expenditure on township 

-.hlps to In- should bear to the cost of a prOJect. In actual practice ex-
.ettmeut on dit hi ' project.. pen. ure on towns l?S ranges between 3 to 49 per cent of 

the lDvestment on projects. In most cases it is 15 to 30 per 
cent. 

12. During evidence one Managing Director stated that 
normally the expenditure on township should be 7 i per cent 
of the outlay on a project and that in no case it should exceed 
10 per cent. Representatives of the Ministries, however, 
stated. that to limit the expenditure on township to a percent
age of the total cost of a project might not be feasible due 
to difference in the nature of the industries, their location, 
proximity to other towns, etc. 

Desirabi~jty 13. The Committee appreciate that it is not possible to 
.~re8Crlb- apply a uniform yardstick for expenditure on townships. But 
Umi:ro~P~:~ in view of the present high costs of townships and wide varia-
pcodit,!fe on tion in its percentage to the total investment on a project it is 

-tOWDShips. d~sirable that Government should prescribe an upper limit 
Jor expenditure on townships taking into account the require-
ments of various types of undertakings. 

Tbi~ Plan 14. In the Third Five Year Plan a swn of Rs. 50 crores 
P '::11: __ has been provided for the townships of all industrial under
II eN: bllliL takings of the Central Government (including departmental 

undertakings). As against this, the actual expenditure on the 
two townships of Heavy Engineering Corporation alone is 
expected to amount to Rs. 39.12 crores during the Plan 
period. It was explained during evidence that the Plan pro
vision was not made on any basis. It was an ad hoc provi
sion and there was an understanding with the Planning Com
mission that if an amount set apart for a project was not 
speUt for that purpose, the same could be diverted to hoU!
ing. 

-N:f for 15. The Committee are constrained to observe that the 
-=cm~lf: manner in which provision was made in the Third Five Year 
·towDl~ip. in Plan for townships of public undertakings was casual. It i, 
.:.::!tltlC not correct to provide for such expenditure in the Plan in an 
, r. ad hoc manner without working out the basis therefor. What 

is more surprising is that there was an understanding with 
th. Planning Commission that the amount earmarked for 
capital investment in projects, if unspent, would be div~rted 
to housing. The Committee do not approve of diversion of-
funds meant for productive purposes to housing. They trust 
that in future the Plan provision for townships of public I 

undertak;n~s would be made in a realistic manner after aSHS-
-rinR the requirements of the various undertaking!. 
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B. Expenditure on Dousing 

(i) Unit costs of houses 

16. 1t will be seen from Appendix II that there are wide ~~~~1in1 per 
variations in the costs of house<; built by various projects. unit. 
This has been so even in projects of the same undertaking or 
in undertakings located in the same area. For instance, the 
cost per house of the lowest category built by Fertiliser Cor-
poration for its various projects varies from Rs. 1,841 in 
Sindri to Rs. 6,645 in Trombay and of the highest category 
from Rs. 39,000 in Gorakhpur to Rs. 1,03,000 in Sindri. At 
Hangalore the cost of a house of highest category built by 
the Aircraft Division of Hindustan Aeronautics is Rs. 33,000 
whereas that of the Hindustan Machine Tools is Rs. 67,710. 
The average cost per dwelling unit in most of the undertak-
ings has ranged between Rs. ] 1,000 to Rs. 27,000. 

17. The following figures of cost of each bungalow con- C~t t!'a.cer
structed by certain undertakings for high officials are signifi-::e. DII

cant:-

Undertaking 

I. Hindustan Shipyard Ltd. 

~. Hindustan Steel Ltd. : 
(a) Bhilai Steel Plant 

(b) Head Office, Ranchi 

3. Indian Rate Earths Ltd. 

4- Sindri Unit of Fertiliser Cor-

Cost of each Bungalow 

Rs. I' 75 lakhs (for Managine 
Director) 

Rs. 1'17 lakhs (for General 
Manager) 

Rs. I' 14 lakhs (for Chairman) 

Rs. I' I7 lakhs 

poration of India Ltd. . Rs. I' 03 lakhs" (for General 
Manager and other 
Officers) 

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

18. During eviden...cp.t4e Chairman of Hindustan Steel Ltd. 
stated that 1:ris bung8lowl at -Ranchi had been extravagently' 
designed and that had the same been put up in his time he 
would not have allowed such a high cost. Representatives 
of the Ministries admitted that in the above cases the costs 
were high. No ceilings of cost for varicus categories of: 
bouse~ had been fixed so far as there were differences in the 
cost of labour and materials in different regions of the coun..,. 
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Need to l~y 1~. Apparently the present costs of houses, particularly 
=on ~~!; of higher categories, built by public undertakings are high. 
ofhouaea. An expenditure of Rs. 1 lakh to 1.75 lakhs on a single 

bungalow is indefensible from a commercial stand point 
much less from the general point of view 0/ the country's 
economy. It has been rightly said that "to want to live in 
a house of more than three or four rooms today is to erodr 
development": The Committee, recommend that the plinth 
areas for higher categaries of houses may be reviewed and 
ceilings on cost for various categories of houses laid down 
atleast on a regional basis. 

(ii) Subsidised Housing Scheme for IndustriaJ Worker.\' 
20. The Government of India in 1952 introduced a 

Subsidised Housing Scheme for Industrial Workers. Under 
this scheme, financiaJ .:lSsistance is made available by the 
Central Government to the State Governments and through 
them to certain approved agencies· for the construction of 
houses for industrial workers whose pay does not exceed 
Rs. 350/- per month." public undertakingst are also 
entitled to this assistance. The quantum of assistance in 

. their case is the same as admissible to the undertakings in the 
private sector viz. 75% (25% as outright subsidy and 
50% as Joan) of the cost of construction of houses. 

. 21. The actual utilisation of assistance from this Scheme t::':me by public undertakings has so far been as follows:-

=ilc::r~; ____ . ____ ._ .... _. __ (R~ in_~~s~. 
Pabllc Un- Undertaking 
dertlldnp. Total Extent of Utilisation 

of assistance 
Remarks 

I 

I. Fertilizer Cor
poration of India 
Ltd. 

2. Indian Telephone 
Industries Ltd. 

3. Hindustan Aero
nautics' Aircraft 
Divison Ban-

cost of 
townships 

2 

1637'''7 

75'00 

galore 146'33 

Grant Loans 

3 4 5 

6'5" 9'79 AtNangal 
Unit only 

7'33 nil 

.• i. ~. ··Stat~~HOUIinI Boards, Municipal Bodica,'"dmployen and 
Rqiatcred Co-ocpntive Societies of ehliblo workcn. . 

•• Workers whOle plY doe. not exceed RI. 350/- p.m. and fallfD1 witwD 
the meaninl of Factories Act. I94B or pcnons employed in mines other than 
coal Be miCI mines are eJiJible. . . 

• COrporations Or companies owned in part or in fuJi by the Centra' or 
State Govermnentllrllable to income tax,lre entitled to .. lilt_nee UDder the 
~h~ . . 
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2 3 4 5 
. _ .. ------... __ .. ----. -- .. .... - ... ---

.... Hindustan Ma -
chine Tools Ltd. 187'00 4'1, 18'26 

S· Air India 82'60 8'00 
6. Fertilizers & 

Chemicals TI"cl-
vancore Ltd. 75'77 0'96 1'93 

7· Hindustan Insec-
ticides Ltd. 29'5 1 1'59 nil at Delhi Unit 

only. 
8. Nepa Mills Ltd. 73' 18 4'77 nil 

TOTAl. 36 '02- 46 '54 

22. Barring eight, other public undertakings have not 
availed of the assistance. In this connection it is interesting 
to note that the total disbursements under the scheme upto 
31 st March, 1963 have beep Rs. 45.79 crores. The total 
amount of assistance (Rs. 82.56 laths) availed of by the 
public undertakings constitutes only 1.8 per cent thereof. 
When compared to the anticipated expenditure on townships 
of public undertakings i.e. Rs. 280 crores the amount of 
ai'ii'iistance availed of by them is negligible. 

23. In contrast to this the private sector undertakings 
seem to have availed of the assistance to a larger extent as 
is e"ident from the following instances: 

(i) Burmah Shell Refineries Ltd., Bombay:-
664 houses have been reserved by the Maharashtra 

Housing Boord for Company's staff in three 
general industrial housing colonies against 
payment of Rs. 40 lakhs only by the Com
pany. In addition, 144 employees have 
secured accommodation on direct application 
to the Board by virtue of their being 'indus
trial workers'. The Company has itself con
structed a small colony for only 30 members 
of supervisory staff considered on 
'operational' duty. 

(ii) Tata Iron & Steel Co., Jamshedpur:-
1990 houses have been allotte4 by Bihar Govern

ment under the Subsidised Housing Scheme. 
besides the loans taken by the Company. 

24. The main reasons why the public undertakings have Reaaol1l fol' 
not availed of this assistance are generally the following:- :.\.=~ 

(i) Most of the public undertakings did not approach S=.. un-
the State Governments. p. 
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(ii) The scales of accommodation and costs of houses 
built by public undertakings are higher than the 
ceilings laid down under the scheme. 

(iii) Complications regarding allotment, prioritiei, 
charging of rent, etc. under the scheme. Hindu
stan Antibiotics are stated to have been 
refunded the subsidy of Rs. 70,000 on this 
account. 

(iv) Applications of certain undertakings (i.e. Trom
bay fertilizer plant, Heavy Engineering 
Corporation, KoyaJi and Barauni refineries, Hin
dustan Antibiotics) had not been considered by 
the State Governments concerned on account of 
paucity of funds. etc. 

Need to re- 25. Most of the public undertakings have nol taken 
yiew ~ ~ any advantage of the Subsidised Housing Scheme for Indus-
~~laed trial workers, under which financial assistance to the extent 
sd.emU:to of 75% (25% as outright subsidy and 50% as loan) of th~ 
en;abJe Pu- cost of houses for workers drawing pay upto Rs. 350/- per 
~a~~nd~ month is admissible. It is surprising that neither the adminis-
avail of al- trative Ministry nor the Finance Ministry brought tbis scheml' 
listaDcC. to the notice of the public undertakings and insisted on their 

availing of the assistance. On the other hand the scales and 
standards of accommodation fixed by Government in 1960 
for public sector projects were higher than those prescribed 
under the Scheme. thus making it impossible for the public 
undertakings to avail of the assistance. The proper course 
would have been to review the scales and standards of the 
Subsidised Housing Scheme and to bring them on par with 
those prescribed in 1960 for the public sector projects. This 
was, however, not done and the public undertakings were 
placed at a handicap. The Committee recommend that 
Government should now review the position so as to enable 
the public undertakings to avail of the assistance under the 
Subsidised Housing Scheme. Since funds for this Scheme 
are made available by the Central Government, it is but 
proper tlult the public undertakings should get this assistance 
direct from the Centre rather than through the agency of the 
State Governments. 

C. Es:peaditure OD Services &lid Other Fadlities 

(i) Overall position 

26. Apart from utility services (i.e. water, power, sewe
rage and roads) various other faCilities (like medical, 
educational, shopping, clubs, community centres, auditorium. 
play grounds, parks, etc.) have been provided in the town
ships of public undertakings. 
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27, The percentage of expenditure on these as well as 
on supervision during construction to the total cost of town
ships has generally ranged as follows:-

(i) Services 17% at Bharat Heavy Electricals Ltd, 
to 30% at Fertiliser Corporation of 

(ii) Otner facili
ties (includ
ing administra
tive buildings) 

India Ltd. ~ 
8 % at Bharat Heavy Electricals 
Ltd, to 15% at Neyveli Lignite 
Corporation, Ltd, 

(iii) Supervision I '07% at Neyveli Lignite Corpo-
during cons- ration Ltd, to 13% at Fertiliser 
truction, Corporation, of India Ltd. 

28, The expenditure in some undertakings has been as Larae pro-
high as 30% on services, 15% on other facilities and portion of 
13 % on supervision during construction. Thus out of the :tI.~= 
total outlay of Rs, 280 crores on townships of public under-~ .. other' 
takings, a large proportion is spent on these items. These faaliues. 
are dealt with in the following paragraphs:-

(ii) Services 
29. The capital expenditure' on services in the townships 

of certain proj~ts is indicated below:-
Actual/anticipated expenditure on Services 

(Rs, in lakhs) 
_ •.. _-------_.-.... - -- ---- --" - .. -.--

ftrojectsf Water Power Sewe- Roads 
Undertaking rage 

(I) (2) (3) (4) (~) 
----- ... ---_._-- ----_ .. ------_._._---- .... _---- ----.--
(I) Heavy Blectricals Projects: 

(a) Bhopal (9440 
quaners) 66'50 42'50 53'50 61'50 (85 

miles)· 
(b) Hardwar 

(6000 quarters) 25'30 36'00 35'00 18'00 
(c) Hyderabad 

(4349 quarters) 22'43 28"69 49'45 28'69 
(d) Tiruchi 

(4300 quarters) 42'00 26'00 23'00 10'00 
(2.) Fertiliser Plant.~ : 

(a) Sindri 
(5502 quarters) 142'22 47'82 21'39 27'16 (38 

miles~· 
(b) Nangal 
(2254 quarters) 28"92 11'49 36 '76 18'89 ~I8 

mi es) 
(3) HelJ'lJ)' Bngiruering : 
(a) Ranchi 
(16,000 quarters) 67'00 90'00 215'00 115 "00 (73 

miles);· 
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1 2 3 4 5 

(b) Durgapur 
Coal Mining Machinery 
(soooquarters) 37'00 40'00 48 '40 S3 '91 (28 

miles) 
.(4) Steel Plams : 

(a) Durgapur 
(15,000 quarters) 22<)'23 149'67 175 ·81 188·68 
{b) Bhilai 

(21297 quarters) (total Rs. 4' 30 crores) 
(c) Rourkela 

(15040 quarters) (total Rs. 4'31 croces) 
(5) Neyve1i Lig-

nite Corporation 
(9650 quarters.) 98'60 90'04 121 '25 100'37 

30. Thus the c.apital costs on the provision of services in 
,the townships of the public undertakings had varied very 
widely. For about the same number of quarters, the expen
diture on water services has ranged from Rs. 37 lakhs at 
Durgapur Coal Mining Machinery Project to Rs. 1.42 crores 
at Sindri Fertiliser Plant. At Ranchi, 73 miles of roads 
have been provided at a cost of Rs. 1. 15 crores and at 
Bhopal 85 miles of roads at Rs. 61.50 lakhs. At the Durga
pur Steel Plant, the total expenditure on these 
services has been Rs. 7:34 crores as against 
Rs. 4' 31 crores at Rourkela for the same number of 
quarters. During their visit to Durgapur Steel Plant, the 
Committee also observed that street lighting has been pro
vided there on a lavish scale even on unfrequented roads. 
The representatives of the Ministries stated during evidence 
that it might not be possible to rectify what -had already been 
done, but it was desirable to make a study and establish some 
norms for the future. 

Need to lay 31. The expenditure on services in the townships of the 
down DO~ public undertakings varies very widely and is on the high 
~ ~= side. The Committee recommend that Government should 
.icel. undertake a study of' the costs and scales of services in the 

townships of public undertakings and lay down .fuitable 
noms and standards therefor. 

They further suggest that a ceiling on the supervision 
charges during construction, which in some cases have been 
as high Q§. 13% of the outlay on township, should also be 
fixed. 

(iii) Other Facilities 
32. The table below shows the expenditure (actual and 

anticipated) on other facilities provided in the townships of 
at1ain projects:-
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"It will be seen that the eXtent of other facilities provided 
tand the expenditure thereoa has variecl greatly from project 
tto project. These arc dealt with below:-
(a) Medical: 

34. The capital expenditure on medical faciHties provided 
in the Durgapur and Bhilai Steel Plants alone is Rs. 152:46 
.lakhs. On the basis of their total staff strength of 56,380 
.employees (to be reached after expansion) this expenditure 
.works out to Rs. 270 per employee. At Rourkela, a 350 
beds hospital has been provided for 19,391 employees, as 
against the nonn of 200 bods for a population of one lakh 
laid down by the Committee on Plan Projects. 

Besides the capital expenditure, the undertakings are 
':incurring heavy recurriQg expenditure on medical facilities. 
The annual recurring expenditure on these facilities at Bhilai 
,steel plant is as high as Rs. 42.82 lakhs, which on the basis 
·of their total employees of 29,332 works out to Rs. 146 
per employee per annum. As against this. the all-India 
average expenditure towards medical benefit under the 
Employees' State Insurance Scheme was Rs. 26.84 per 
,employee during 1962-63. 

During e.vidence the Chairman. Hindustan Steel Limited 
. admitted that the present medital facilities in st~l plants 
'were excessive but that they had kept margin for the expan
sion. 

35. The provision of hospital facilities by public under- Need.: 
takings in places ~re these are not availa1JTe IS a step in ~tr;sa:1 ex
Jhe right direction. The Committee Qle however, of the tent md the 
lWW that to begin with, hospital facilities .vhf).uld be provided m~~h in I 
,by. the undertakings on a modest scale and they should be :1' ~n:.r:;; 
.gradually developed to meet the full requirements. Instead shou!d be 
of following this sabl.tary principle of phasing the provision gr~Ji~ed !! 
.of hospital facilities, most of the u,ndertakings have provided d:rtakinp. 
"them on a liberal scale from the very beginning resulting in 
high capital and reCUTTing expenditure. The Committee 
recommend that in the light of these remarks, Government 
should look into the matter and pre,vcrihe the ,vtaf(es. extent 
'and the manner in which hospital facilities shrJuld be pro-
vided by the public undertakings. 

36. The Committee understand that certain public under- l}eRlra~nty 
takinl!s (like Fertiliser and Chemioals Travancore Ltd., Oil ~O~~~~D 
and Natural Gas Commission) have introduced contributory from the em
"health service scheme.;; under which they are getting contri- ployec •• 
butioll from the emplovees for the provision of medical 
'facilities. The Committee sURgevt that the feavihi1;tv of 
"';ntroducinR similar schemel; in all the public undertakings 
may bl: examined by Government. 
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(b) EmpJoyees' State Insurance Scheme: 

PROVISIONS OF THE SCHEMB 

37. The Employees' State Insurance Scheme, as embodied. 
in the Employees' State Insurance Act of 1948, envisages. 
the provision of medical care and certain cash benefits to, 
the factory workers whose wages do not exceedRs. 400 per 
month. This Scheme came into force from February, 1952 
and is operated by the Employees' State Insurance Corpora
tion. It applies to all industrial undertakings, including' 
those In the public sector.· 

The Employees' State Insurance Corporation is receiving' 
~ntributions from the employers and the employees of the ~ 

~undertakings as follows:-

A-From undertakings in places where the Scheme has been' 
extended: 
(i) 2.5% of the wag~ as employer's share. 
(ii) 2.31% of wages as employees' share. 

B-From undertakings in places where the Scheme has not· 
been extended: 

Scheme 3/4% of the wages as employer's special contribution. 
extended 38 In so far as public undertakings are concerned, it 
~~:.::.:.. olD- appears that the Scheme has so far been extended to a few 
only. undertakings/projects at the following places:-

(i) Bangalore-Indian Telephone Industries Ltd .• 
Hindustan Machine Tools Ltd., Aircraft Divi-· 
sion of Hindustan Aeronautics Ltd. and Bharat 
Electronics Ltd.. . 

(ii) Delhi-Hindustan Housing Factory Ltd., Hindu
stan Insecticides' Factory and Ashoka Hotels' 
laundry and automobile sections. 

(iii) Alwaye-Indian Rare Earths Ltd., Fertilizers &. 
Chemicals Travancore Ltd. and Hindustan' 
Insecticides Factory. 

(iv) Secunderabad-Praga Tools Corporation Ltd. 
(v) Madras-Hindustan Teleprinters Ltd. 
(vi) Dehra Dun-Oil & Natural Gas Commission's· 

workshop. 
(vii) Bombay-Air-India. 

In most of these undertakings the Employees' State 
Insurance Corporation ha'l not set up any hospit11 or 
dispensary of its own. But it has an arrangement under 

-There is, however, a provision for exemption of factories belonging to 
Government or any helll authority if the emplnyees in sueh factories ate 
otherwise in receipt of benefits similar or superior to lhose under the 
Icherne. 



-which the employees of the undertakings covered under the 
scheme are being treated in the hospital/ dispensaries set up 
by the undertakings on payment of certain charges. The 
amount of such ch~rges p.'lid sO'far by the Employees' State 
Insurance Corporation to the three undertakings at Bangalore 
(i.e. Indian Telephone Industries Ltd., Hindustan Machines 

'Tools Ltd. and Bharat Electronics Ltd.) and the amount 
of contributions received by it from them have been as 
-under:-

(Rs. in lakhs) 
------~--. .. _--

Total Charges 
amluntof paid to 
of con- under- Remarks 

Undertaking 1 tributions 
received 

takings 

by ESIC 
(both em-
ployers & 
employees 
share) 

(I) Indian Tete- .'. 
phone Industries 38'54 4'40 Out of 10,780 em-
Ltd. ployees 10,100 are 

covered under the 

''1'.'- "',\" I .'~''.\.' ";"', _, ........ '1 1..,., ___ ~_.""F;,' ,j' II, ,\ '\ II'.· ••• 

·39; The.. undertakings. .elsewhere in India where.; tao 
s~fl~me has ~ot ,been 'implemented are payJng employer'f 
speCiaJ contribution 'at the tate of, 3/4 per CeDt of ~ wag~ 
bill. The amount of such contribution paid so far by eight 
publiccundertakings·, in respect of ·which infomlatiop, ·is 
aVailable,h~ ,been lb. 49.041akhs. 

I I. l. , '. . ~ . 1 J 

, .t ... 

, . 40.11lus as a.satDst'the total' contributipp. of' Rs. 10.34 
lakhs:.teoeived· by the Employees' State, Insurance Corpora .. 
tion from the three' 'undertakings'at" Bangalore, the "amount 
reimbursed by it to them has been Rs. 5.91 lakhs only·· 
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Other public undertakings have paid a contribution of over. 
Rs. 49 lakhs but have received no benefits. 

41. During evidence the Chairman, Hindustan Steel Ltd. 
stated that they had not approached the Employees' State: 
Insurance Corporation for eKtending thesoheme to their 
plants as they were themselves providing the medical facili-
ties. The Director General, Employees' State Insurance' 
Corporation stated that their policy was to concentra~ onl 
areas where no arrangement existed at all and that steel. 
plots would come low in the priority. Regarding the pay
ment of special contribution (i.e. t% of wage bill) by 
public undertakings in areas ·where the scheme has not been. 
implemented, he stated that it was in the nature of a levy 
which was originally imposed to level up the competitive
handicaps of employers inimplememed areas. When poiDt-
ed out that only employees drawing wages upto Rs. 400/
per month were covered uncfer tkescbtme and for others 
the undertakings would have to make1beir own arrange-
ments, he stated that there wert two ways of solving this 
problem. One was that they could reserve certain number 
of beds in the hospitals of undertakings by payment of a, 
certain sum. The other was that they could take over the 
hospitals of the undertakings and make available certain 
number of beds for employees drawing over Rs. 400/- per 
month. 

Whether the 42. It is regrettable that though most of the public under-
~~O>j':~r- takings have been paying consi~rable amount of contribu-
aGee Scheme' lion under the Em"loyees' State Insurance Schrme, th~y have-
~= apo- rwr taken advantage of the assistance available under it. 
J u •. DC~ds Even in cases wlf('re the scheme has been extentkd tM 
_ideration amounts of contribution paid by the undertakings sre muelr 

more than the benefits derived by tltem. It appears that the' 
employees in public untkrtakings are in receipt of benefits 
similar or superior to those available under rhe .'tcheme. 

*HSL (Rs. 26' 39 lakhl), Hindustan Shipyard (Rs 6'oa I"), Neyveli 
Lisnite Corporation (Rs. I' 34 18kh1), Ncpa Mills (Rs. 1'17 Ilkh.), HEC 
(Ra, 0' 45 lakhs), Fertiliser Corporation (R8, J2' 18 lakhs), Hinduatan Ahti
biotic! (R!. l' 26 llkhs), Hindustan Cables (Rs. 0'23 It1khs) . 

.. At the time of factual verification, it Was stated by the Bmployer:s' 
State Insurance Corporation that these chargd Were for uUl,'atiQll of 
dispensaries of the undcrtakinrs for out-Patient treatment only, The 
medical benefit under the' ES Scheme inclUded not only out-patient 
treatment but a180 in-patient treatrnmt in their hospitals, 8pcCiali8u, 
services, artificiallirnbs, hearing aids, etc. as wtll as cash bmefitl to the 
employees co~red tmder the Scheme. There benefits Were available to 
both public lector and private sector oundert~. 



" Further the Scheme covers only 'factory worlr.ers' draw;", 
WwlgeB upl0 lb. 400/- per mCNflh. For aJl t:1tIur employees, 
the public unfierUlkings wiillwve to make their ow", hcnpiMI 
tU'rangemenls, even after the scheme is eMended 10 them. I, 
there/Qre needs consftietVltion whet"" dte Employee$' Slale 
Insurance Scheme should be Q1'Plicabie 10 the pu1Hic .,.dn-
l(lkilfgs and they should becal#ed upon to contr;bute 10 t1te 
scheme, in additiQ1!l. to the expemlitwe on rite;,. own iociti-
lies. The Committee reCOlf1#lltend dUN GQvemment .tII« 

. examine the matter in the light of the prevailing position. 
(c) Educational: 

43. The ex.pcnditure on educational facilities provided Hip ~ 
by the .public undertaktop has ai90 varied widely from pro- ditute. 0Dl 

ject t{') project. For aOout the same number of employees. =-1 
the capital QOsts on schools Alive varied from Rs. 8 ilttts at I 

Heavy Electricals project, Bftopat to Rs. 60.00 laths at 
Rourkela steel plant. The cost of a primary school build-
ing constructed by the Ott and Natural Gas Commission at 
Baroda has been Rs. 2.10 lakhs. The total capital cost on 
'Schooh in the three steel plants has been of the order of 
Rs. 1.82 crores. 

Besides capital co~ts, me undertakings are incurring con
siderable expenditure in Rlnning the schools as most of tbcm 
have oot taken any asstitanoe from the State Governments.· 
The annual recurrirt~ expen.ditufle on educationat faci1lties 
at Rourkela Steel. Piant is Rs. 16.33 )akh5. 

44. Dl,lriog evidence the representative of Oil and 
Natura! Gas Commission stated that rite State Govemmenttt 
provided educational facilities only in the medium m 
instructions in the State. Theemp10yees of the . under
tak,jRgs were from .different States. The Chairman, Hindu
stan SCieeI Limited stated that they di<1 not approach the 
State Governments for assistance in respect of all of their 
schools as they would have to conform to the education codes 
of the State Governmemts. The representatives of the 
Ministries stated that the educational facilities should be 
prov;ded by the State Governments and the schools in puDlic 
undertakings should conform to the State Codes. 

45. As public undertakings have to run on a commer- ~e~ ~ auit
cial basis. it is not advisable for them 10 incurheflvy capital !b~ ~ 
(lnd recurring expenditure on providing educational faciliiles rorJrovi&i()ll. 
which is the responsibility of the State Government,r; under ~f fIc?if'~
the Constitution. The most that the undertakings should do in Public 

-----.--... ------------ -- Undertak-
.Onlyin !\ix undertakings (I-linduStan Salts, FACT,H, E, L., Nepa inp. 

MillS, Aircraft Divililon, Banglore, HlnClustan ('able~), primary (lr middle 
Idlools are beinp: run. by Stafe Governments. Ft'w undenakings (HMT, 
FACT,) Hindustan AntibiOTicS, Nera Mills, BEL ,HEL, Neyveli LiJllite 
Corporation. etc. have rC()eived smal amounts of grants. 
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Is to construct buildings at a reasonable cost and to meet 
recurring expenditure from the assistance obtained from the 
Sta. e Governments and fees from the pupils. It would, 
however, be desirable if the provision of educational facilities 
is settled with the State Governments at the time of deciding 
on the location of the projects in a State. The Committee 
recommend that Government should look into this matter 
and evolve a suitable pattern for the provision of educational 
facilities in the public under:akings. 

Feasibility 46. They would further suggest that in places (like 
::=~djDl Ranchi, Durgapur, Bangalore, etc.) where more than one 
facilities. . Imdertaking is located, the feasibility of providing common 

f!ducational facilities at Secondary and Higher staf:es and 
hospitalisation and special trea:ment facilities should also 
he considered, as it would enable the undertakings to 
I"0vide better facilities at a lesser cost. 

(d) Recreational and other facilities: 

Need for de- 47. The costs of recreational facilities (like clubs, com-
~··~;da~ munity centres, auditorium, play-grounds and parks etc.) 
for recrea- provided by public undertakings is also on the high side. 
tiona I a~ For instance, the Heavy Engineering Corporation, Ranchi 
L~~ laC!- has provided these facilities at a cost of Rs. 34:65 lakhs and 

• in the steel plants the cost has ranged from. Rs. 26 lakhs 
to Rs. 30 lakhs. In Heavy Electricals Bhopal. the cost of 
a community centre, assembly hall and an auditorium has 
been Rs. 9: 15 lakbs. Similarly the costs of. shopping 
centres and other public utility buildings has ranf?ed from 
Rs. 40 lakhs to Rs. 46 lakhs in these undertakings. The 
Committee recommend that Government should devise 
norms and standards for recreational and other facilities and 
Impres,~ (<<;Jon public undertakings the need for economy In 
these matters. 

(iv) Element of Subsidy 

Concealed 48. The Ministry of Finance in March, 1960 laid down. 
aubsidy hI- the following principles regarding the element of concealed 
~~r f~id aubsidy* for housing in the public sector projects:-
down bv 
Govenmicnt. (i) the amount of concealed subsidy for 100 houses 

of mixed types should as far as possible not 
exceed Rs. 1500/- per month i.e. Rs. 151- per 
bouse; and· . 

(ii) the accommodation of persons drawing pay of 
over Rs. 300/- per month should not normally 

____________ ----~be~s_u-bs~id=is=e=d~.------------------------
•• Concealed subsidy is the difference between 6 per cent of return on 

Ule COlit of construction. . land and develooment and the rent at 10 per 
O!Ilt of pay. 
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Subsequently in August, 1960, the Ministry of Finance 
amplified that for houses to be constructed in areas where 
the cost of construction was higher than in Delhi the stan
dard subsidy of Rs. 1,500 for 100 assorted houses might be 
increased by 15 per cent for every increase of 5 per cent in 
the construction cost index (compared to Delhi), limited to 
a maximum of 75 per cent. 

49. In actual practice, it is seen that the accommodation 
for all the employees is being subsidised by public under-. 
takings. Certain undertakings are charging rent at rates 
lower than the nonnal. The amount of subsidy in most 
cases ranges from Rs. 25 to Rs. 124 per month per house, as 
instances given below show:-

Undertaking 

I. Hindustan Steel Limited 

~. Oil & Natural Gas Commis
sion . 

3. Fertilizer Corporation of 
India Ltd. 

Amount of concealed subisdy 
per house per month 

Rs. I I to 1%4 at Dur~pur, 
Rs. 25 to 30 at Bhilal, 
Rs. 39 at Head Office Ranchi. 

Rs. 33 to 80 at Baroda. 

Rs. 56 at Sindrl, 
Rs 3 I at Trombay 
Rs. 42 to 53 at Nlimrup. 

4. Heavy Electricals Ltd: I • Rs. S4 
---- --.-----

50. It is surprising that the instructions issued by the Need COl' 
Mintstry of Finance in regard to the extent of subsidy for ~::~~~~ 
housing in the public sector projects are not being followed pirescribcd 
by the public undertakings. The Committee trust that Gov- I mitt • 
.ernment would look into the matter and ensure ,Ilat the 
4mount of concealed subsidy in townships of public under-
lakings is kept within the prescribed limits. 
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HOUSING POLICY. STANDARDS, PLANS AND 

DESIGNS 

A. Housing Policy =:. to 51. The extent to which public undertakings have pro--.modat=- vided accommodation to the staff has varied widely. In 
provided. inany pt~.lects . (like Fertilizer Project. Trombay. Heavy Elec:-

trieals, Hydorabad. Coal Mining Machinery. DurP.'P,Uf) 
accommodation has been or is proposed to be provldeCf to· 
100% staff as would be evident from the following table:-

-----_ .. _._----_._--- ._._--_.-
Total staff 
~uire
ments 

Total No. Percentage 

Undertaldn~/Ptoject 

I. Air India, Bombay . 
2. Fertilizer Project, Trombay 
3. Durgapur Steel Plant . 
4. Coal Mining Machinery 

Project, Dur~. . 
5. H.S.L's Head 'ce, Ran-

chi. 
6. Heavy Engineering Cor-

poration, Ranchi . . 
7. Heavy Blectricals Pro~, 

Hydtftbtd .. 
8. ))tug~ Protect, Hydtrabld 

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

2 

4000 
1803 

27048 

5000 

718 

19000 

4349 
2610 

of houses of (3)to (2)· 
construc-
ted/or 
proposed 
to be 
constructed 

3 4 

84°· 21'-/0 
1748 97%-

1$001 55'% 

5000 100% 

574 80% 

J6000 ~4% 

4349·· 100%, 
13o\S 5°% ..... ----- -~.~ -

52. '!he Managing Director, Fertilizer Corporation of 
India admitted during evidence that at Trombay 1748 units 
of accommodation which had been actually built were not 
necessary. Regarding Durgapur Coal Mining Machinery 
Project it had been explained that 1000 of the houses built 

·Excluding 100 fiats constructed by Air India for employees 
of Indian Airlines Corporation . 

.. At the time of factual verification the Ministry of Industry 
&: Supply stated that the Project has been asked to plan its 
township for 3000 'quarters only. 

20 
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would be given to Ophthalmic Glass Project. Represen~. 
tatives of the Ministries stated that they had roughly proceed
ed on the basis of providing accommodation to permanent 
~taft' to the extent of 50% for Class IV and 80% for other 
categories. If there were any towns nearby these percen
ta~ were reduced. 

53. Even in cities like Bombay, projects have provided ~ced to law-
accommodation for the staff on an extensive scale. For ~::'e per~f 
eXlimple, the Trombay Fertiliser project has prol'ided staff for ecc:
Mcommodation for 97 % staff as against 21 % by the A ir ~OO:iOD~ 
India. Evidently the accommodatioh provided in 80me previded. 
C/JHS is on a 8Cale larg~r than necessary. The present 
fluidity in the mtltt~r is not conducive to economy in the cost 
of construction of townships. Tht Committee recommend 
that Government should lay down the percentage of staB lor ~ " .. / 
whom accommodation should be provided by the publle ! 'f~,-( A/ 
undertakings in the beginning having regard to the p,.oxi- t";, 
mity 01 projects to any towns or cities. 

54. In many projects (Trombay and Nangal Fertiliser Phalina ~f 
Projects, Gauhati and Barauni refineries, etc.) the entire ;fo==:" 
tlumber of houses had been constructed in one lot and much dation. 
in advance of the needs therefor. Accommodation for staff 
required for expansion programme bas similarly been built 
in some cases (like Rourkela Steel Plant) before the com-
pletion and commissioning of the expansipn units. The 
representatives of the Ministries admitted that the construc-
tion of houses must be phased. 

55. In this connection it is interesting to note that the Position ia 
townShip of Tata & Iron Steel Company at Jamshedpur has private aec
been developed gradually over the past 50 years and facilities ~~~JS~derta
like schools, market, hospital, etc. have been provided 
according to the needs from time to time. About 14,498 
houses have so far been built by the Company for its 35,000 
permanent employees. 

56. Public undertakings have not properly phased the Need to lay 
construction of houses required lor their employees. To dOl wn princi
. I 1 h" hi' . p es reg.phamve.lft arge sums 0 money onousmg In t t 'egmmng sIng of cona-
results in avoidable waste. It also affects adversely the tructiOl!- of 
profitability and cost 01 production of the undertakings. townshIp. 
It is imperative toot undertakings should manage with a 
minimum number of houses in the beginning and increase 
their number later by meeting the expenditure from their 

~
earnings to the extent possible. It may also be examined 
whether sharing of accommodation would be feasible, as Is 
allowed by the Central Government at Delhi. The Com-
mittee rt'comm~nd that Government should lay down sult~ 
able guiding prl"cip/~s in this regard.· 
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•,Nature -' of 57. Public undertakings have generally built permanent 
CC)/D.n:> .. a- h h' l'f f 50 

<lion. ouses aVlDg ale expectancy 0 to 100 years. 

I Even in places like Ankleshwar. Cambay Oil/Gas fields, 

where the undertakings are based on wasting assets and 

q~f' ,.' whose reserves are likely to be exhausted in a period of 15 
to 20 years the same permanent type of houses have been 
built. 

58, The representative of Oil and Natural Gas Com

mission stated that although the initial costs of temporary 

buildings were Jess than the permanent ones, the mainten

aor.e charges of the former were more. Representatives of 

the Ministries ::tdmitted that they could have certainly gone 

in for temporary structures at projects which were based 

on wasting assets. It was also stated that the private sector 

undertakings (like collieries) did not go in for "pucca" 

hous~ but built accommodation of lower specifications. 

~eed,!O re-' 59. To construct permanent houses with a life expect-
bl~~ae!~ th: ancy of 50 to 100 years at places where the operatIons 01 
.of .. eta. the public undertakings are likely to last for 20 to 2S years 

only is wasteful. It is surprising that neither the Govern-
ment nor the public undertakings concerned, Rave any 

I 
consideration to this matter for so long. The normal thing 

~ 
in such cases was to go in for semi-permanent or temporary 

?\ structures lasting for 20 to 25 years as is done by the col-
~ oj. lieries in the private sector. Had this been done. it would 
-~ Jrave been possible 10 eOect considerable savings· in capital 

.costs at places like Anklefhwat and Cambaji oil/gas fields. 
The Committee trust th.t Government would en.fure that in 
future the public undertakings like the Oil and Natural Gu 
Commission, National Coal Development Corporation, etc. 
suitably modify the specifications of accommodation so aa 
to relate its life to that 01 the assets. 

60. The Committee also discussed the general question 

of life of houses which should be put up by public under
takings. The representative of the National Buildings Con

struction Corporation felt that it should be on the basis of 

"one decade houses" (viz, life ranging from 25 to 30 years) 

as it would result in considerable saving as well as gIVe a 
chance to the authorities to build new type's . df'''' hOti!teS 

according to the changing . i~as ... R.ep~t\Uative9· of th" 

Ministries however, felt otl!erMse and' st'atedl 'th'at for calitf.:. 
nuing P.~oj~fts .. ~t woU,C1., 1)e .',rl;i~c~, ~e~er', ~~ ha~e, h,ouS'eit \b\1~t 
to tb,e ltJgll~st s~c1ficatrons as pertitanent' 'itJ1lctum. '\ IIl'~ 
~~e At t,~~ppraiy1iouses~ \: ~~e'l i Jnlai~'te~~~~',\ I:, w.it!' \V~ 

~~p'~n~l,V~ bfut t~iS,,~~~9t .. ~ad,\n~~:~~~,:~?n~i~~,red,,'1~':;a~1\'~~ 
a~p~cts ~p ~r. , " '" ~ :' ,.)\ 
""2_ '., ,,~-4.. '~_-----..IoI,,+~t' . ( i I - " \".\J .t .. , \ . .' 

~"fotal,~OU'lt\ot~. l~o'811~s,ba~ '~~" m:pt o#"h~)~h~l' aUd 
C.mbay hou'\J:'l1!; cqlo,,\es, Averge cost per' dwtln,t;.~ 'l1n,t Is Rs~ 1~,OObIii' 
a~"ri"t Rs; 8800 'O'le c"t'lr/n temtiorat'y houses \ Mint'" bv' tltf! ',QJlIllDlasion' 

:,t Sib .. g'l[ .. ~tc. If thia bul.Ia·.lUIDed,\,U1~;~" ~9!J.I4.~av.e.\Jeen .• b,I?~~. 
",I. sO 18"' .... 
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61. In a planned and rapidly developing economy, like 9~neraf 't. jQll ... " . . nd lion 0 lee .. ours, there are bound to be vartous compelLmg dema s on hon.~s D~cd. 
the public resources. The provision of houses in public to be ulmi
undertakings is no doubt necessary but more urgent is the/ned. 
need to utilise the available resources for increa~ing their 
productive capacity. It is, there/ore desirable that invest-
ment on housing should be kept as low as possible .. One way 
of doing so would be by resorting to cheaper structures of 
semi-permanent type with a life expectancy of 20 to 30 years. 
Apart from economy, this would enable the public under-
takings to construct houres according to the . changing 
pattern and idear. The Committee recommend that the 
economics of putting up such houses should be thoroughly 
got examined by Government, ;f necessary in collaboration 
with the National Buildings Organisation and the Central 
Building Research Institute. 

62. The Ministry of Finance in 1960 initiated a proposal tllpcraa' of! 
of having small blocks of houses in the satellite villages of ~C!u~et triI~ 
the public undertakings so as to reduce the burden of cost ~~~ml 
of housing on the plants (vide Ministry of Finance O.M. 
No. 1068/SF/60 dated the 23rd March. 1960-reproduced 
in Appendix III). It was intended that the Buildings 
Projects Team of the Committee on Plan Projects would 
explore such a possibility. So far, there has been no progress 
in this regard. 

63. The Chairman. Hindustan Steel Limited stated during 
evidence that the difficulty in implementing the proposal was 
that the local people preferred to live a community life in 
the townShip. He 8jiprehended that if the public undertak
ings were to spread.,o the villages and help the employees 
with the assistance for building houses, the costs might be 
more than at present. He, however, admitted that the idel 
was worth trying in a new plant. Representatives of the 
Ministries stated that they left it to the initiative of the pro
jects but none of them had come up with a propoo;al. They 
further stated that the matter required to be considered from 
various angles. 

64. It is regrettable that the Miniftrv of Finance did not ProposI' .of. 
ensure that the prrmMal of satelTite village~ wm pursued. :~t:'~:~c:~~ 
In the view of the Committee .'Iuch a scheme woultf not only con:,dera
result in economy but a1'1o be in the interest of rural deve- lion. 
lopment artd betterme'1.t of thp wr"mmdi"f! vill(1pe~. They 
are strengthened in this view by the fact thaI such an arran-
grmertt obtain\; in forp;p" r()//"Ifr;"\; (1<: n'<:() hv thl> fn'lowinll 
observation made bv the Mini~ter of Irrigation & Power in 
the Lok Sabha on 6fh A nril. 1965:-

"If a man {!oes from the rural areas to the towns, it 
coc;ts Ro;. ] 00 bv way of sewera~e di<;Do"al and 
water supply while in the vil1age it costs barely 



Rs 10 or Rs. 15. Therefore, to see that people 
are retained in the rural areas is very important 
from the economic point of view. In fact, [ W8ll 

very happy to note the other day, in America 
the trends are now the reverse. These villages 
with 1500 people are becoming populated aad 
some of the villages have got as much as 20,000 
people now. The urban areas are becoming 
depopulated there and people are going to the 
villages." 

The proposal of satellite villages therefore, deserves seri-
ous COfJSideration. The Committee trust that Government 
would have it examined in detail and issue specific instruc-
tion to the public undertakings. 

Barm, fjBrkin'1 65. The Ministry of Finance had also made the follow-
pots orsae . .. 1960 
to private mg suggestIons m :-c:: or 0) a sector of the residential colony should be sold 
eDlP'o~,. in pl?ts to private individuals for building houscs, 

particularly near the market area; and 
(ii) some of the houses built by undertakings should 

be sold to their employees on the hire purchase 
system and a sector of the colony should be set 
apart for such sales. 

66. In actual practice, however, none of 'the public 
undertakings has so far made any attempt to implement 
these suggestions. On the contrary some undertakings have 
themselves provided accommodation for offices of State and 
Central Governments. For instance at Rourkela Steel Plant, 
1,000 houses' have been provided to the employees 'of these 
'Offices. • 

67. During evidence one Managing Director did 
not think that it was a good policy to sell houses to the em
ployees as there was no guarantee that an employee's son 
would also be an employee of the project. Representatives 
.of the Ministries also did not favour the idea of proJccts 
acquiring the land and selling it to anybody. 

68. The Committee understand that T.1ta Iron & Steel 
'Company, Jamshedpur leases out sites to non-employees to 
build their own houses and shops. As far as offices of Cent
ral and State Governments are concerned, the practice is to 
allot land to the respective Governments to build houses for 
their employees. 

Propo~.1 rca. 69. It is to be expect~d that the suggestiom made by 
~~I~ri~~~ot. Government are acterl upon by the public undertakings. 
parties or Strangely none of the u,.,dertakin~v hat; made any attempt 
~~k,;:s to imvlement the sug~e'ltion<: re~ar;Jin!! the ,'9ale of ploty to 
Geeds re- private partier; or houses If) the emvloyeey, The Committee 
-eumioation. trllst th",t Government will have the matter re-examined ill 

the light 0/ the prevailing position in private sector under-
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takings and issue suitable instructions for observa"cr by the 
public undertaking.\'. 

B. Standard and Scales of Accommodation 

70. The categories of houses constructed and the scales CategoriOf 0{ 
of accommodation have been as follows in some of the houses, 
undertakings: - ~~oda. 

lion 
.. - ,._--- .. ----.~---... --- --~- .. ,---

Undertaking/Project 
Categories 
of houses 

HigMat Category Lowest Category 

constructed Plinth Payra~e Plinth Pay range 
area (Rs. ana (RI.) 

Sq. ft. Sq. ft. 
' .. - .,' - .. - , ,,--_ .. _._----

1. Fertilizer Corpora- 16 S062 Senior Officers 227 35-50 
tion's Sindri 
Unit. 

2. Hindustan Steel 
Limited; 

(a) Bhilai Steel 
Plant. 56 4285 1 SOO and above 370 Below 

no/-. 
(b~ Durgapur'steel 

!ant. -
16 2872 1600 and above :no Do. 

(c) Head Office 
Ranchi 14 4156 for Chail'llWl • 665 200--400 

3000 £or DiRctM. 
". Hindustan Machine 

Tools Ltd. 8 3600 for Managing 
Di~or. 

450 Below 110 

4. Hindu8tan Salu' 
Sambhar La.ke . 6 9189 above RI. 1000/. 2a64- Below u , 

S. Hindustan Photo 
Films Manufactur-
ing Co. Ltd. 6 2683 1600 and above 375 

6. Hindustan !nsoc-
ticidcJ' Alwaye 
Plant 7 2294 1000-1400 300 

.' .... ----_.--_. 
71. The categories of houses .constructed by public under· 

takings are numerous. The scales of accommodation have 
also varied from undertaking to undertaking. At Sindri, 
servant quarters and garages were provided even for certain 
members of staff in the pay range of Rs. 275-800. 

72. The Managing Director, Fertiliser Corppration of 
India admitted that their scales had been very lavish. The 
majority of officers who were entitled to occupy houses with 
sorvant quarters and garages at Sindri had 00 cars. Rep"", 
sentatives of the Ministries stated that in the past the scales 
of accommodation were lavish but that austerity standards 
had since been laid down in 1960. 

Do. 

Below 551 

At the time oHecttua' vedicat'cD the M'nistry of Industry & Supply stated tMr 
the buildirg ccmprisirg a rlrth an'a of 2264 sq. ft conta'ns 10 roomsalld I, earmat· 
ked for c18sa IV and work charged _ Btatl' and on!y one room ia .Uatt~ to each peraoo. 
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Brven scales 73. The Ministry of Finance laid down 
o acc:ommo- cia d . 
dation laid stan r S and scales of accommodauon for 

the following 
public sector 

down by projects in 1960:-
Government 
in 19S0 not 
beng 
followec1. 

Type Plinth area 
sq. ft. 

I 36S 
II 400, 

III 600 

IV 900 

V ISoo 

VI 2100 (plus 240 
sq. ft. for ser-
vant Quarter & 
225 sq. ft. for 
garage) 

Pay range (p.m.) 

Below Rs. I la/-
Less than Rs. 200/- but not less than 

Rs. 1I0/-

Less than Rs. 400/- but not less than 
Rs. 200/-. 

Less than Rs. 850/- but not less than 
Rs. 400/-

Less than Rs. 1609/- but not less than 
Rs.8so/-
Rs. 1600/- and above. 

74. While certain public undertakings have stated that 
the above scales are being generally followed, others have 
stated tlut they will keep them in vi~w. In fact the old and 
new standards do not seems to have yet been reviewed by 
all the undertakings and some of them continue to follow 
higher standards. 

~) . 75. The re.prese~tative of O.il & Natural Gas Commis
~. Slon stated dunng eVIdence that 10 the past they had exceed

~: ed these standards but last year they decided to follow them 
" strictly. The Chairman Hindustan Steel Limited also stated 

that though previously their standards were a little lavish 
for higher category of houses, they were now following the 
scales laid down by Government. 

Need to en- 76. The Committee regret to observe that the puhlic 
::k~~~ ac- undertakings have followed very liberal scales of accom-
commodation modation particularly for the higher categories of their em-
t~"bed ployees. No proper standards were fixed by Government 
f~low~' ab; in this regard till 1960. In the absence of any direction 
all under- from the beginning to adhere atleast to Government scales, 
taltinp. the public undertakings appear to have fixed their own 

standards of accommodation. What is more surpr;<;ing is 
that the scales of accommodation prercribM by the Ministry 
of Finance in 1960 are also not being followed by all the· 
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~
UbIiC undertakings. It is to be expected that the standards 

once fixed by Governme!.'1 are strictly adhered to by the 
undertakings. The Committee hope that the newly sel up I 
IJ.yreau C!iJ!~§.~E.ris~!!.y,Jdlook into such malters 
and ensure that all Instructions issued by Government are 
complied with by the. public undertakings. 

C. Plans and Designs 

77. The Committee on Plan Projects in their Report 
( 1963) on Industrial Townships had suggested that two or 
three alternative designs for each category of housing should 
be prepared and the one most suitable for the particular 
location adopted. So far, no action has been taken in this 
regard. During evidence, the Chainnan, Hindustan Steel 
Ltd. stated that it would be better to lay down standard 
designs with some variety. 

78. It is obviously desirable to lay down two or three Desi~bi1ity 
.alternative standard designs for various categories of houses d~~I~an
.on a regional basis so as to have variety while ensuring dard designs 
maximum economy. The Committee recommend that this of houses. 
should be done. 

79. Public undertakings have followed different prac- Plans and 
tices in the preparation of plans and designs of their town- ~e.~p of 
ships. For instance, in the case of Fertiliser Corporation, owns • 
. of India, plans and designs for Sindri township were prepar-
·ed by the Central Public Works Department, while those for 
Nangal, Trombay, Namrup and Gorakhpur townships by 
private architects or the Technical Consultancy Bureau of 
the Government of India. The amount of fees paid to 
private architects has also varied from project to project. 
For Nangal (2254 houses) it has been Rs. 3.45 lakhs; for 
Trombay (1748 houses) Rs. 3.60 lakhs and in the case 
of Namrup a fee of 4 per cent of cost of original works is 
payable. Certain undertakings (like Hindustan Steel Ltd., 
Heavy Electricals Ltd., Heavy Engineering Corporation 
Ltd.) have set up their own elaborate Architect .and Town 
Planning Organisations for the purpose. 

80. During evidence the Managing Director, Fertiliser 
·Corporation of India admitted that the payment of fee on a 
percentage basis was not conducive to economy as it tended 
to increase with any increase in the cost of works. The 
-chainnan, Hindustan Steel stated that they had since 
abolished their Architect and Town Planning Organic;ation 
and that the staff was being transferred to Bokaro. As to 
how the staff would be utilised after completion of Bokaro, 
he stated that it was for Government to decide and that they 
might set up a Central Town and Planning Organisation. 
Reprpentatives of the Ministries, however, did not favour 
307(Aii)~. 
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entrusting the wo~k to one central organisation. They felt 
that it was better to have plans and designs prepared by 
different people otherwise the tendency developed for a. 
standard type without any allowance for local needs, etc. 

Settina up of 81. It may be desirable to invite competitive tenders for ;::-t;1an_ the plans and designs of townships from the various arch i-
niD, orpni- tects so as to secure both economy and suitability to local 
p.~ b~ needs. In that case it is not necesstlry for the undertakings 
D~.~~ to set up their own elaborate Architect and TOWIl Planning 

Organisation with attendant difJiculty of retrenchment of 
staD later on. The Committee recommend that Govern-
ment should examine the matter and issue suitable instruc-
tions to the public undertakings. 

They further suggest that the desirability 01 prescribing 
standard schedules of rates for private architects may abo-
be considered. 
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OTHER MA TIERS RELATING TO TOWNSHIPS 

A. Hostels 

82. A number of hostels have been or are proposed to 
be constructed by public undertakings entailing a heavy 
capital expenditure, as instance given below show:-
-"'-~----"--'-----' " ... ----- ----_. -_._-------_ .. - .. -

No. of Capital 
hostels, cost 

Undertaking (including (Rs. in 
guest/rest lakhs) 
houses) 

I. Hindustan Steel Limited . 
2. Neyveli Lignite Corporation Ltd. 
3. Fertiliser Corporation ofIndia Ltd. 
4. Bharat Heavy Electricals Ltd. 
S. Indian Oil Corporation's Refineries 
6. Heavy Electricals Ltd. 
7. Indian Drugs and Pharmaceuticals Ltd. 

18 
10 

7 
7 
3 
5 
3 

I20"P 

10'34 

36 '74 
5°'11 
23'76 
41 '73 
36'10 

8 3. These hostels are mainly constructed by public 
undertakings in the beginning for accommodating the foreign 
experts. After their departure these are converted into 
apprentice hostels and guest/rest houses, etc. They are not 
fully occupied and become a burden on the undertakings by 
way. of maintenance costs, etc. For instance, at Nangal 
2 hostels were constructed initially for foreign experts. Later 
on, one was converted into an Apprentice School's hostel 
and the other into a guest house. The occupancy ratio of 
the latter which has 40 rooms is only 22 per cent. 

84. The Committee feel that the present level 01 Need for 
expenditure on the hostels in the public undertakings is high D::!rcs ~ 
and it needs to be brought down by laying down suitable :oatcll. 8 0' 
norms and standards. The feasibility of using residential 
flats temporaril~ as hostels for meeting the needs of foreign 
experts, as has been done at the Koya/i refinery, may also 
be exam;ned. . 

B. Financing and. Administration of Towasbip.s 

85. Public undertakings have generally financed the out
lay on ~eir townships from equity and loans provided by 
Government for the projects. 'The Committee discussed the 

29 
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advisability of meeting the cost of townships from loan!>, 
internal resources and subsidies. The representatives of the 
Ministries did not favour it and stated that they could adopt 
a "presentational aspect" of showing the expenditure on 
townships separately. 

~ta:r~~: 86. The present practice of meeting the entire cost of 
cing the out- townships out of the capital provided for the execution of 
~ OD to~- the projects is neither sound nor in consonance with prudent 
be1rv=ed.to commercial practice. It results in the over-capitalisation of 

the projects and renders the evaluation of their performance 
or comparisons with other similar undertakings unrealistic. 
The outlay on townships should normally be met from loans, 
internal resources and subsidies. The Committee recom-
mend that the matter may be examined by Government and 
a suitable pattern of financing the outlay on townships of 
the public undertakings evolved. 

Administra
tion of 
Townships. 

87. It is also desirable that the estimates of cost of town-
ships should be shown separately while seeking approval of 
PCU'liament for investment in public undertakings. The 
expenditure incurred on townships should !Uso be shown 
separately in the A nnllal A ceounts of the public under-
takings. 

88. Public undertakings have set up elaborate organisa
tions for the administration of their townships. Certain 
undertakings (like Hindustan Steel, Neyveli Lignite C~ 
ration, Heavy Engineering Corporation, Hindustan Machine 
Tools) have appointed Town Administrators assisted by 
departmental heads for allotment, maintenance, horticultural, 
etc. Some (like Fertiliser Corporation of India, Heavy 
Electricals, Nepa Mills) h.ave appointed Administrative 
Officers or Estate Officers, assisted by engineers and other 
staff. 

Desirability 89. The entire cost . of maintaining the township is at 
:~y'::'= bresent borne by the undertaking concerned. The main-
after Town- ftenance charges which are high not only atJect the cost of 
i!UpB tr Pub- j' production of that undertaking but also of other under-
~iD,p.~ez ,takings which depend on its products. It w~ stated during . 

\ 'ievidence that a proposal to set up a separaTe body to look 
\\ tafter the townships of the public undertakings was under 

consideration of Government. The Committee trust that 
Government would examine the matter in all its aspects 'and 
arrive at a suitable decision at an early date. 



V 

CONSTRUCTION DELAYS IN FACTORY BUILDINGS 
AND SOIL INVESTIGATIONS 

A. Construction Delays in Factory BnDdiags 

90. The table below shows the delays in .the construc
tion of factory buildings of public undertakings, overall time 
taken in completion of projects vis-a-vis position in foreign 
countries and in private sector in India:-
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I?elays in. 91. It would appear that the construction of factory 
~:~tion buildings has been delayed in many projects. The delays
building. range from 1 to 3 years. This not only led to delays in 

their commissioning and increase in costs but also resulted 
in keeping the plant, machinery and manpower idle. 

Rea.'IOns fer 92. The delays have been mainly attributed to the follow-
delays. t::. ing factors:-

(i) Delays in the supply of complete working draw
ings by consultants-

(e.g. at Neyveli and Nanga! Fertiliser Plants, 
Koyali Refinery, Rourkela, Bhilai and Alloy 
Steel Plants, Hind. Photo Films). 

(ii) Changes in the basic designs and layout during 
the course of construction due to:-

(a) revision of capacities-
(e.g. at Namrup Fertiliser Project, Hyderabad 

Electricals Project, H.E.C., Ranchi, 
Rourkela Steel Plant). 

(b) Changes in production process--
(e.g. at Neyveli and Nangal Fertiliser Plants, 

B~rauni Refinery). 
(iii) Increase in quantities of civil works on account 

of initial tenders having been called on approxi
mate data-

(e.g. at Rourkela and Bhilai Steel Plants). 
(iv) Inadequate initial soil investigations resulting in 

change in sites, revision of plans, resorting to 
pile foundations, etc.-

(e.g. at Namrup Fertiliser Plant, Baraunr 
Refinery). 

(v) Delays and difficulties in the procurement of 
construction equipment and materials, release 
of foreign exchange therefor,-

(this happened in cases of several projects). 
(vi) Non-availability of suitable experienced contrac

tors and skilled wor:,kers-
(e.g. Neyveli Lignite Corporation, Rourkela Steel 

Plant). 
93. It was explained during evidence that in many cases 

the delays could not have been avoided due to changes in 
the scope of projects, foreign exchange difficulty and the 
tight time schedules. . 

Comprehen- 94. The Committee are greatly concerned at these abnor-
~i~ study f mal delays in the construction of factory buildings and other 
~~:=_ 0 civil works which adversely aBect the economy of the pro-
FIted. jeets. A certain measure of delay during construction might 
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be inevitable due to our dependence on foreign help and 
nature of the projects. But the delays of 1 to 3 years could 
only be due to lack of planning, proper programming and 
lack of co-ordination with the consultants. [fis surprising 
that these delays continue to recur even in the expansion 
programmes of old plants. With the experience of planning 
flnd development for more than a decade, it should be possi-
ble to reduce these delays considerably. The Committee 
recommend that a comprehensive study into the causes of 
the delays should immediately be undertaken by Govern-
ment and proper remedial measures devised. 

B. Soil Investigations 

95. At present the selection of sites for various projects ~ite selection 
is not preceded by a thorough soil investigation. In a num- not preceded-

ber of projects detailed. soil in~estigati~ns have been car;ied ~~i~~=
out subsequent to selection of sItes leadmg to change of SItes. gationa. 
revision of plans and drawings, extra expenditure on founda-
tions and consequent delay in construction, as would be 
evident from the following instances:-

Project 

I. Rourkela Steel Plant. 

2. Foundry Forge Project, 
Ranchi. 

3. Baraunl Refinery. 

4. Heavy Blectricals, Bhopal. 

s. Trombay Fertiliser project. 

6. Gorakhpur Fertiliser Pro
ject. 

7. Namrup Fertiliser Project. 

8. Thermal Power Plant, 
NeyveU. 

Subsequent detailed soil investi 
gations led to 

Shifting of plant sites involving 
cost of Rs. 2·62 crores. (812 
houses in the township have also, 
developed cracks for want of 
proper soil investigations). 

Pile foundations involving cost of 
Rs. I' IS crores. 

Treatment of soil involving' 
cost of Rs. 20 lakhs. 

Removal of block cotton soil. 
and deeper foundations. 

Revision of plans and resorting·. 
to pile foundations. 

Change of sites. 

Detailed investigation going on' 
and expenditure so far Rs. I' 75 
lakhs. 

Revision of foundation drawings, 
of main building. 
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96. During evidence, the representatives of the Ministries 
stated that location was decided on some "test boring" which 
involved certain risks. While conceding that it was desirable 
to have detailed survey they pointed out the folJowing diffi
culties:-

( i) A detailed survey would take anything between 
12 to 18 months to get the results. 

(ii) It would involve payment of compensation in 
respect of private land. 

Need to lay 97. As choice of a wrong site would involve the projects 
d.oyn prin- inJo costly delays, it is necessary that prior detailed soil 
:~l es inv::tt investigations must be contJ.ucted. In the light of the past 
ptions experience, it appears that it will be cheaper to pay compen-

sation for private land rather than incur expenditure on fresh 
investigations during the construction phase. The Commit-
tee recommended that the matter may be examined by Gov-
ernment and suitable principles laid down for future guid-
ance. 

~ncy for 98. There is no one agency to whom the detailed soil 
8011 inve8ti- investigations are entrusted at present. It is done 'in some 

.. at ons. cases by the State Governments, in some by the project 
authorities and in others by the consultants. Representatives 
of the Ministries stated during evidence that it would have 
been useful if one agency had grown up by this time. It 
was not easy to build up such an agency due to paucity of 
equipment and transporting them from one place to another. 
Tn the light of this, it was better to allow the foreign collabo
rators to bring in their own equipment and do the testing. 

Deairabiliy 99. As the number of big projects in the public sector 
. of dev;el0t is increasing it would be advantageous to develop a single 
:: a 'Ultl~or organisation in the country for carrying out proper soil 
loilncrnvesti- investigations rather than leaving it to consultants who differ 

,plions. from project to project and have to bring in their own equip-
ment every time. The sening up of such an agency should 
not present any great difficulty as the technical know-how is 
available in the country. The Committee, therefore recom-
mend that steps may be taken by Government to dl'vtlop a 
suitable af(t"nc)' for tht' purpose. 



VI 
CONSTRUCTION EQUIPMENT AND MATERIALS 

A. Construction Equipmeat 
100. A majority of public undertakings have procured 

.construction equipment for hiring out to the contractors or 
tor departmental use. The table on the next page shows 
the value of such equipment procured by certain undertak
ings, hire charges recovered from contractors and the items 
Jying surplus to requirements:-
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101. The following main features are noticeable in the 
procurement and use of the construction equipment:-

(i) Procurement 

Construction equipment costing over Rs. 18 crores has· 
been/or is being procured by various undertakings. Most bf 
it has been imported. Of this, surplus equipment worth. 
about Rs. 11 lakhs only has been obtained from the com
pleted projects. During evidence, the representatives of the 
Ministries admitted that it was possible that too much 
equipment had been procured. It was also probable that 
equipment had been imported by some projects while it 
might be lying idle or surplus at certain other projects in the 
country. 

(ii) Hire charges recovered from cOlltractors 
102. The Committee enquired about information regard

ing the annual maintenance charges (i.e., depreciation, 
interest and running expenses of crew, etc.) and hire charges 
recovered from the contractors. Most of the undertakings 
have not furnished the same. However, from the data avail
able in respect of some of the undertakings, the following 
facts emerge:-

(a) At Baroda office of O.N.G.C. the equipment was· 
being hired out to contractors for 2 months only 
in a year. Thus the equipment is not being put 
to full use. 

(b) In all the projects, hire charges recovered from 
contractors are far less than the maintenance 
costs of the equipment. Even after taking into 
account the incidence of departmental use, the 
recoveries in terms of total use are much le.c;s. 
in most cases. The .representative of Oil & 
Natural Gas Commission admitted that hire 
charges were fixed on an ad hoc basis and that 
they had not yet worked out an economic rate 
of recovery. 

Lack ofplan- 103. It appears that in many cases construction equip-
niDi in rt ment in excess of requirements has been imported by the 
~serc:e~. public undertakings and it is not being put to full use. It 
atructiOD is also possiblt' that t'quipment has been imported by some 
equipment. projects which might be lying idle or surplus at certain other 

projects in the country. The Committee regret to observe" 
that there has been lack of proper planning in the procure-
ment of costly construction equipment by the public under-
takings and lack of co-ordination in pooling the equipment 
with a view to its maximum utilisation by the various projects 
In the interest of the national economy. It is surprising that 



before sanctioning foreign exchange Government did not 
satisfy itself regarding the need for such equipment and 
ensure that the equipment which was lying idle or surplus 
;n projects was not imported. In this connection paragraph 
106 of the Report may further be seen. 

104. The most disquieting feature has been that in many Investigation' 
cases hjre charges are recovered from the contractors on an for not ~ 
ad hoc basis and these are much less than even the main ten- hl~:o:~s. 
ance costs of the equipment. This indicates failure to safe- recommend
guard the financial interests 0/ the undertakings. It also ed. 
shows that the Finance and Accounts Officers are not pro-
perly trained and oriented to take care of the interests of 
the undertakings. The Committee recommend that Govern-
~nt should investigate the reasons for not fixing economic 
rates 0/ hire charges by the various undertakings and fix res-
ponsibility therefor. They also urge that it should be ensur-
ed that in future economic rates of hire charges are fixed 
and followed by all the public undertakings. 

105. Regarding the availability of surplus construction Surplus 
equipment, the Damodar Valley Corporation has stated that equipment. 
at Panchet Dam 57 items are lying surplus. At Konar Dam, 
equipment worth Rs. 6' 20 lakhs has been sold to private 
parties. As regards other projects of this Corporation. the 
information is either stated to be nil or not readily available. 
Fertiliser Corporation of India has stated that four items of 
equipment are lying surplus at Nanga!. Other undertakings 
(like Durgapur and Bhilai Steel Plants, Heavy Engineering 
Corporation) have stated that no serviceable equipment is 
lying surplus or it has not yet been classified as such. Dur-
ing evidence the Chairman, Hindustan Steel Ltd. stated that 
they were cannibal ising serviceable spare parts. He admit-
ted that it needed to be looked into whether the equipment 
in all the steel plants had gone in for cannibalisation and 
whether any survey Committee had condemned it, etc . 

• 
106. The manner in which the costly construction equip- Settin, up 

ment is being maintained and disposed of by the public ulan . expert 
undertakings is disturbing. It is not unlikely that large =_ 
quantities of this equipment are lying surplus to requirements ed. 
;n various projects which could be reconditioned. Consider-
ing the value of known construction equipment which is over 
Rs. 18 crores in the public undertakings, the Committee 
suggest that Government should appoint an expert Commit-
tee to ascertain the total quantity of such equipment obtained 
by undertakings (both imported and indigenous), its life, it.f 
utilisation and the extent of surpluses. That Committee may 
4lro consider the adv;sobilit)' of pooling the constructlo,.. 
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equipment on a regional or other basis with a view to its 
maximum utilisation and avoidance of unnecessary imports. 

B. COnsCmCtiOD Materials 

Heavy imp- 107. Most of the public undertakings have experienced 
orts f!C cons- delays and difficulties in the procurement of construction 
U::~ materials (like steel structurals, O.C.!. and O.P. Sheets, A.C. 
m I. Sheets 0.1. Pipes, Steel Sections, Plates, Refractories, etc.). 

The result has been that the projects have resorted to imports 
of these items as would be evident froni the following instan
ces:- . 

Undertaking 
Value of 
imported 
materials 

eRs. in Lakhs) 

Items 

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

1. Heavy Engineering 
Corporation Ltd. 

460' 44 Steel structurals, reinforced 
~ rod, I pipes, hytensile steel 
'fJil;~.u; wire and armoured glasses. 

i . -:li-' . ~.I.""'-'~ ,4, 
2. Neyveli Lignite ~'IIO'25 Structurals, reinforced steel. 

Corporation Ltd .. 1:'J1 • . 
:~i'" _.- --

3. Heavy Ele::t:ricals , -';11 62 '38 Steel, wired-glasses. 
Ltd. • 

4. Hindustan Steel Ltd; 

(I) Bhilai Steel Plant' 
(il) Durgapur Steel 

Plant. 

(iiI) Alloy Project 

5. Fertiliser Corpora
tion's Nangal Unit. 

6. Gauhati Refinery 

Structural and refractories 
to the extent of84% and 
73% of requirements im-
ported: • 

63451 tons of structural and 
57102 tons of refractories 
imported. 

3000 tons of steel being im-
ported: 

26'00 Structural. 

12' 00 Reinforced Steel. 

-------------- ----------
108. The difficulties have been ascribed to the following 

main reasons:-

(i) Designs of foundations and buildings having 
been based by consultants in some cases to 
foreign specifications. 



(ii) Delays in supply of steel from indigenous 
sources; steel mills not able to indicate any 
definite delivery period for even sections offered 
by them; demand for A.C., <;i.C.!. sheets, etc. 
not being fully met and supply unsatisfactory. 

109. It was explained during evidence, that steel sections, 
~heets, plates, pipes, etc. were part of the Third Plan 
·expansion programme of the steel plants. Till that matured 
the shortages were likely to continue. Regarding struc
turals, it was stated that there were just half a dozen fabri
cation finns in the country. Every public sector project 
depended on them and the work was getting delayed. The 
establishment of more heavy structural fabricators in the 
public sector was included in the Third Five Year Plan but 
no progress had yet been made in this regard for want of 
foreign exchange. Representatives of the Ministries admit
ted that this project had not been accorded due priority. 

110. Production of construction materials has not keptNeed ~ -
pace with the demand in the country. This has not only ledi~ f~ 
10 delays in the construction of projects but has also entailedriJ.°from 
heavy imports. The Committee recommend that necessaryindigeDoul 
steps should be taken by Government to assure timely avail-sourc:eI. 

-ability of construction materials for the various projects from 
indigenous sources. -

111. Though the establishment of heavy structuralNeed to Ie

works was recommended by the U.K. Heavy Engineering:r:ri~ah= 
Mission as far back as 1957, nothing has yet been done tOatructural 
set up the same despite their inclusion in the Third Fivf\worb. 
Year Plan. These works are the pre-requisite for estab-
lishment of any heavy engineering industry. The Com-
.mittee recommend that Government should now accord the 
highest priority for setting up adequate capacity for steel 
.structurtll fabrication in the country. . 
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COST OF FACTORY BUILDINGS AND CIVIL ENGI
NEERING ASPECTS 

A. Costs of Factory 8ulldiDgs 

:ideof nna. 112, The table below shows the percentage of cost of 
in ~e costa factory buildings to the total cost of certain projects:-
iDduatry. (Rupees in Crores) 

81. 
No, 

I 

Project 

2 

I, Fertiliser Projects 
(a) Sindri 

(b) Nanga! , 
(c) Trombay 
(d) Gorakhpur 
(e) Namrup , 

2, Heavy Electrical Projects 
(a) Bhopal , 

~b) Hardwar 
c) Hyderabad 
d) Tiruchi 

Actual! Actual! 
anticipated antici
cost of pated 
Factory total cost 
buildings of 
(including Projects 
auxiliary 
buildings 
and 
services,) 

3 4 

4'35 39'73 

Percent
age of (3) 

to (4) 

s 

(excluding services) 
4'43 31 '20 
3'52 33'40 
2'32 26'57 
4'20 18'03 

15'58 58'91 
13'69 68'02 
8'87 27'48 
7' 10 18, 14 

14'2 
10'6 
8"7 

23'3 

113. There are wide variations in the percentages of 
costs of factory buildings 10 lhe lotal costs of tile projects. 
In the case of fertilizer projects these percentages range from 
8 to 23 and those for heavy electricals projects range from 
20 to 39. That there should be such variation from project 
to project in the same industry would seem to indicate that 
there is scope for economy. 

114. In this connection the Committee understand that 
a new factory shed design has been perfected by the Central 
Mechanical Engineering Research Institute, Durgapur. It 
is stated that by the use of this design the requirements of 
structural steel for factory buildings can be reduced by about 
40 per cent and the total expenditure on factory buildings 
by 10 per cent. 

t· .. 
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115. The Committee recommend' that besides other Needforeco
avenues of cost reduction, Government should impress 'upon :r:'~i~n co~ 
the public undertakings the need to adopt new techniques factory buil
and designs for effecting savings in the construction of dings. 
factory buildings. 

B. Civil Engineering Aspects 

116. The Committee understand that plans and designs Designs fot 
for even ordinary types of civil works have been obtained o~d,inary 
from the consultants by some public' undertakings. For clvll. worka 
instance, in the case of Heavy Electricals Project, Hyderabad f~m~ul_ 
the detailed project report contained even the outlines for tant •• 

cycle stand, car parking garages, bus stand, etc. The 
designs for the Baroda repair workshop of Oil and Natural 
Gas Commission (inc'luding designs for store house, storage 
racks, etc.) have been obtained from the Rumanian CoJ-
laborators at a cost of Rs. 4'21 Jakhs. Based on collaborators' 
designs, the buildings of that workshop have been construct-
ed to bear the weight of snow in winter, a condition which 
does not prevail at Baroda. 

117. The representative of Oil and Natural Gas Com
mission admitted during evidence that considerable avoid
able expenditure had been incurred on the Baroda workshop. 
He also agreed that the Indian Engineers could have 
prepared the designs of the Workshop. Representatives of 
the Ministries stated that they were increasingly tryin~ to 
maximise the indigenous content in design and specifications. 

118. It is obviously not necessary to seek assistance of Need. to it-
foreign collaborators for plans and designs for buildings:r:n. ~:-= 
which could be prepared by the 7ndian Engineers. The recurrence. 
Committee recommend that Government should issue 
instructions to the public undertakings to avoid recurrence 
of such cases. In this connection paragraph--127 of the 
Report may also be seen. . 

119. The Committee note that different practices have Ditfe~Dt 
been followed in the scrutiny of plans, designs and sped- prlC~ces :; 
fications of factory buildings suggested by consultants. In ~~~.~y 
the case of Heavy Electricals Limited, Bhopal, these were 
examined by the Committee on Plan Projects and on their 
suggestions economics to the tune of Rs. 20 lakhs were 
accepted by the consultants. In the case of Instrumentation 
Limited, the plans were examined by the Technical Consul-
tancy Bureau of the Government of India and several sug-
gestions aimed at economy were stated to have been accepted 
by the Soviet Design organisation. In other cases, they have 
either not been examined at all or have been examined by 
ad hoc technical teams. 
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120. The representatives of the Ministries admitted 
during evidence that it would be prudent to have an inde
pendent check over the designs and specification suggested 
by the Consultants. 

careful cx.- 121.. E~idently it i~ possible to eOect ~onsiderable 
miDation of economles In constructIOn costs of factory bUlldings if an 
plaos, desipl independent check is exercised over the plans, designs and 
:=:i1icatiODl specifications suggested by the Consultants. It will also 
proposed by have the additional advantage of our acquiring the technical 
COIIIultanti. know-how. The Committee recommend that plans, designs 

and specification suggested by Consultants should be care-
fully examined before they are accepted. 

122. So far no standard plans, models and codes for 
design and construction of factory buildings h3ve been 
drawn up in the country. It is understood that such 
standards plans and codes exist in other countries like 
U.S.S.R. 

Need to Cl'O- 123. There is a large area of civil works where the same 
he itandard plans and designs could be utilised in a number of projects. pn a:!" This will result not only in expeditions completion of factory 
~:r f';:'ry buildings and other civil works but will also result in 
buildiDII economy. The Committee therefore recommend that 
cte. suitable standard plans, models and codes for factory build-

ings and other civil works like administrative offices, can-
teens, etc. should be evolved which could be commonly 
adopted by all or most of the public undertakings. 

CODtrIc!a 
on turn-key 
bail. 

124. In a number of projects (like Durgapur Steel Plant, 
Alloy Steel Plant), public undertakings have entered into 
contracts with plant suppliers on tum-key basis. Under 
such contracts they are given the entire responsibililY for 
preparing layouts, giving designs, civil engineering and 
erection works, commissioning of plants, etc. 

125. The Chairman. Hindustan Steel Limited stated 
during evidence that such contracts meant less worry to the 
managements as the whole job was done by the plant 
suppliers. There was a view that such contracts were 
cheaper in the long run because there were no delays. But 
he personally felt that they were constlier. In his view the 
main disadvantage of such contracts was that our people did 
not acquire the necessary knowledge and experience. He, 
therefore felt that it was not a good thing to enter into con
tracts on tum-key basis but risks should be taken by our 
own people. The representatives of the Ministries st~ted 
that the tendency now progressively was not to resort to 
tum-key contracts. But sometimes there were advantages in 



giving unified responsibility to one party so as to make them 
responsible for performance. Measures were, however, taken 
to see that the entire thing was not done by that party and 
that certain things were specifically allotted to the Indian 
side. 

126. The Ratnam Committee, which enquired into the Views of 
civil engineering and other problems connected with the ~~::?r_ 
setting up of steel plants, in their Report (1964) has stated • 
that the quantum of overheads in the case of turn-key jobs 
has been unduly high. For instance, in the case of expansion 
work at Durgapur, the rate for concreting in the turn-key 
jobs worked to an average of Rs. 547 per cbm. and in non 
turn-key jobs to an average of Rs. 288 per cbm. That 
Committee has, therefore, not favoured tum-key contracts 
and has suggested that all civil engineering works in complex 
projects should be undertaken departmentally. 

127. Contracts on turn-key basis do not afford opportunity Need to 117 
to our engineers to learn new techniques and become self down suit
reliant. They are also costlier. The Committee feel that able ~dint 
the assistance of foreign collaborators should be sought only pnllClp eI. 

for jobs in respect of which 'know-how' is not available in 
the country. For the rest they may be asked to 
indicate their requirements on the basis of which the plan-
ning, designing and construction should be undertaken by 
Indian Engineers. Besides effecting considerable economy, 
this would reduce the dependence on foreign collaboration 
and instil the necessary confidence in our men. The Com-
mittee recommend that Government should lay down suit-
able principles in this regard for guidance of the public 
undertakings. 

128. A Technical Consultancy-Bureau has been set up PI 
by Government under the National Industrial Development de~?;n1na1Dd 
Corporation for undertaking civil engineering works connect- orpn!~ 
ed with public sector projects i.e. preparation of detailed ~or .~:~ 
projects reports, working drawings and designs of structural." W~kI. • 
etc. Besides this, some public undertakings (like Hindustan 
Steel Limited, Heavy Engineering Corporation Ltd., Fertili-
zer Corporation of India Ltd., Fertilizers and Chemicals 
Travancore Ltd.,) have set up their own civil engineering 
organisations for this purpose. 

129. It has been suggested to the Committee that a 
central organisation for civil engineering (having different 
specialised Bureaus for building and architectural, public 
health, electrical, etc. with a· co-ordinating Branch) should 
be set up in the country as has been done in U.S.S.R. The 
Committee di.,cussed this suggestion with the witnesses. The 
Chairman, Hindustan Steel Limited stated that OD the 



designing side a central organisation was very useful. 
Representatives of the Ministries felt that there were some 
advantages in decentralisation due to specialised require
ments of plants. It was also stated that the existing orgaili
sations were created to satisfy some specific requirements 
and not as a part of overall planned development. 

Need to ~~l 130. It appears that each major undertaking has develop-
:: ~or • ed a planning and design organisation for civil engineering 
experiellCC works. A Technical Consultancy Bureau has also been 
pined. set up by Government under the National IndustriDl 

Dtvelopment Corporation to undertake preparation of 
tktailed project reports, working drawings and designs of 
structurals, etc. for the public sectOl' projects. So far, there 
has been little attempt at pooling and co-ordinating the 
experience gained by the various Imdertakings in the field. 
of planning and designing for civil engineering, for which 
there is an urgent need to reduce our dependence on foreign 
countries. The Committee recommend that Government 
should take suitable steps towards this end. The represen-
tatives of the Ministries have agreed to rationalise the pre~ent 
design organisations. 
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CONSTRUCTION STAFF & CONTRACTS 

A. ConstIiiction Sfd 
131. Public undertakings have employed construction 

staff for supervision or doing work departmentally. The 
table below shows the present strength of such staff and the 
. basis of determining the same in some undertakings:-

-------.---
Undertaking Present Basis of determi- Remarks 

cons- ning strength 
tnlction 
staff 
strength 

I 2 3 4 

:I. Hindustan Steel 
. Limited: 

(a) Bhilai Steel 16352* Not indicated Works mainly 
Plant. 

(b) Rourkela Steel 
Plant. 

(c) Durgapur Altoy 
Steel Project. 

(d) Durgapur Steel 
Plant. 

2. Neyveli Lignite 
Corporation Ltd. 

3. Heavy Electri
cals, Ltd. 

~. Bharat Heavy 
Electricals Ltd. 

2099 Recruitment made 
according to 
requirements. 

N.K. Do. 

1533 Generally Rs. 
50 lakhs per 
anuum for a 
division he~d
ed by an Exe
cutive En
gineer. 

done depart-
mentally. Some 
work load fixed 
for earthwork &. 
erection staff. 

4413 Recruitment made Works mainly 
according to done depart-
re:} .lirements. mentally. 

1236 Rs. 60 lakhs per 
annum for a 
Division. 

N. K. At Tiruchi & 
Hardwar Rs. 
30 to 40 lakhs 
for a division; 
at Hyderadad 
according to 
requirements. 

-Including work charpci lta1f. 



Need to fix 
norm for 
construction 
1tII4". 

System of 
leuma out 
contracts. 

13.2. Thus while in some public undertakings, no work 
load has been fixed for determining the strength of construc
tion staff, in others it varies from Rs. 30 to Rs. 60 lakhs per 
annum for a division. They have a hierarchy of officers in 
their construction departments and in certain undertakings. 
(like Hindustan Steel Limited, lIeavy Engineering Corpora
tion Limited, Heavy Electricals Limited) there are as many 
as 8 to 9 layers of supervisory staff. The Chairman, Hindu
stan Steel Limited admitted during evidence that they had 
not yet carried out a detailed analysis of construction staff 
requiremen.ts and followed a suitable norm for all the Plants. 

133. It appears that public undertakings have not yet 
fixed a norm for determining the strength of their construc-
tion staff. The present ad hoc basis of recruiting such 'itaff i1 
not satisfactory. There is need for a careful review of the 
construction staff requirements in the public unclertaking$ 
and fixing a suitable norm therefor. The Committee recom-
mend that Government should look into this matter ami 
have the necessary review made. 

B. Contracts 
134. There are various systems of letting out contracts, 

viz. item-rate, overall percentage and lump sum basis. 
Public undertakings have generally resorted to Item-rate 
basis i.e. entering into contracts on approximate quantities 
and cost and ensuring the parties against any variations. 

135. The Committee on Plan Projects in their Report 
(1962) on Public Works Administration has recommended 
the adoption of lump sum system of contracts as it leads 
to speedier completion of works and reduction in contrac
tual problems. The Heavy Electricals, Bhopal in their com
prehensive completion Report has also observed that item
rate tenders are very risky in the hands of inexperienced 
contractors and engineers. Representatives of the Ministries 
stated that the lump sum contracts were better. 

Contracts on 136. The entering into item-rate contracts indicates f:ti!' .:ea- that the details and quantities of works required to be 
ted. executed have not been worked out. It is recognised that 

the lump sum ·contracts are the best. The Committee recom-
mend that the public undertakings should enter into con-
tracts on lump sum basis as far as possible. 

:rcr:=nc:e 137. The t'lble on the next page shows the number of 
other than cases in which tenders other than the lowest have been 
~ed lo~eSdt • accepted and contract'! awarded without calling for tenders 
- nar - . k' In~ contrac;tI 10 some of the underta lOgs. 
Without 
callinl for 
tCDdcrl. 



Undertaking/Project 

1 

I. Namrup Fertilizer Project 
2. Barauni Refinery 

3. Durgapur Alloy Steel Project 
4. Koyali Refinery 

5. Heavy Electricals, Bhopal 
6. Bharat Heavy Electricals . 

7. Heavy Engineering Corporation, 
Ranchi. 

8. Durgapur Ophthalmic Project 

51 

Number Number 1 
of cases of cases of 
of awarding 

acceptance contracts 
of without 

tenders calling for 
other than tenders 
the 
lowest 

2 3 
._._--

26 

16 

7 
II 

(including 2 
townships) 

2 

9 
(including 2 
townships) 

20 
(including 7 
townships) 

I 

41 
Nil 

So" 
7 

30 
17 

61 

3 

138. It would appear that there are a large number of 
cases in various projects in which tenders other than the 
lowest have been accepted and contracts awarded without 
calling for tenders. Reasons given are inexperience of low
est tenderer, urgency, extension of work of existing contrac
tors, etc. These cases haVe generally not been reported to 
the Boards of Directors of the undertakings at any stage 
as they were within the delegated powers of the General 
Managers or other officers. Representatives of the Ministries 
agreed during evidence that it was desirable to report all 
such cases to the Board. 

139. The acceptance of tenders other than the lowest Need to 
and award of contracts without calling for tenders is not ~:~~rt:eb.
usual and is open to criticism. Such cases should be few Board Cor 
and far between. All such cases should be reported to the revieW. 
Board of Directors for their review. The Committee recom-
----------------

-At the time offllctual verification, the Ministry of Steel & Mines Itated 
that the amount involved in these contracta wa. RI. 3' 66 laths only. 
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mend that Government should issue necessary instructions 
to the public undertakings in this regard. 

140. There have been a large number of cases in the 
public undertakings in which the value of contracts has been 
Increased after they were awarded. For instance, there 
have been 43 such cases in the Sindri Fertilizer Plant, 46 
in the Heavy Electricals, Bhopal and 38 in the Heavy Engi
neering Corporation, Ranchi. In Bhilai Steel Plant addi
tional payments made on this account amounted to Rs. 9'21 
crores and constituted 94 per cent of the original value of 
contracts. 

Need to 141. The upward revision in the value 0/ contracts in 
work out such a large number of cases ;s another instance of inade-
plan~ os quate attention being paid by the public undertakings to 
~re 0 the planning and programming of works. They indicate 
award of that the works have been rushed through. This not only 
contracts. results in wastage but also tends to vitiate the very basis of 

the contract system. The Committee recommend that as 
far as possible all the detailed plans and specifications should 
be worked out by the public undertakings before the award 

~?~. . ' i 0/ a contract. 
~rf.i~ 
Term.8~ ; 142. There have been unusual provisions in the con
COnditions tracts entered into by certain public undertakings with the 
of contracts. contractors. For instance, some undertakings (like Durga-

pur Steel Plant, Heavy Electricals, Bhopal, Hindustan Photo 
Films Manufacturing Co.) have provided electricity and/or 
water free of charge to the contractors. Similarly, Hindu
stan Photo Films Manufacturing Company has advanced 
interest free loans and the contracts entered into by Heavy 
Engineering Corporation contained provisions like compen
sation for not giving further work, etc. 

143. It has been suggested to the Committee that stan .. 
dard terms and conditions for contracts should be evolved. 
The Chairman, Hindustan Steel Limited stated during evi
dence that it was a good idea. Representatives of the Minis
tries felt that it might not always be possible to work to 11 

uniform practice but agreed to examine the matter. 

Dealrsbillty 144. The grant of unusufl.l facilities to the contractors 
ofbr0a41y ·ha3 implications on the cost of a project. It is also open 
ltandardiaina to public criticism. It is therefore desirable that terms and 
~~tio:~d condit;ans of contracts should be broadly standardised for 
~f contracts. guidance of the public undertakings. Any variations in the 

standard terms after they have been prescribed should be 
brought to the notice of the 8oord,~ of Directors for review: 
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LAND ACQUISITION & OTHER MATIERS 

A. Assessment of Land Requirements aDd UtiUsation 

145. The table below shows the land acquired/to be 
'8Cquired by certain major projects and allocation thereof as 
!between the factories and the townships:-

.\ 

Total Allocation 
Project land 

acquired 
or/to be Factory Township 
acquired 
(Acres) (Acres) 

1. Steel Plants : 
(a) Durgapur 16,940 ·6,000 10,94:> 
~b) Bhilai . 20,5'Q7 10,890 9,617 
c) Rourkela 19,561 8,388 11,177 .. 

Cd) Bokaro 36,830 n.k. n.k. 

2. Refineries: 
(a) Gauhati 510 410 100 
(b) Barauni 1,700 1,250 450 
(c) Koyali 1,800 1,350 450 

.3. Fertiliser Plants : 

~a) Sindri 6,156 748 ' 5,408 
b) Nangal 3,690 500 1,989 

(excluding surplus) 
(c) Trombay 825 537 288 
Cd) Gorakhpur 1,017 667 350 
(e) Namrup 809 392 417 

4'. Drugs and Pharmaceuticals Plants : 
(a) Rishikesh 900 690 210 
(b) Hydcrabad 800 620 180 
(c) Madras 200 no 90 

5. Heavy Electricals: 
(a) Bhopal '6>400 755 5,645 
(b) Hyderabad 6,748 ' 6,248 500 

146. Thus it would appear that the land requirements Land rC-
vary widely among projects in the same industry; In the q\l!~ 
case of steel plants it ranges from 16,940 acres at Durgapur for li • 
to 36,830 acres at Bokaro. The area earmarked for factory 
ranges from 6,000 acres at Durgapur to 10,890 acres at 
.BhiJAi.,&: ,:. 
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147. In contrast to this, the areas occupied by the stee! 
works of even higher capacities in foreign countries is far 
less, as would be evident from the following instances:-

Steel works Area in Capacity 
acres MIT 

-----
Richard Thomas Baldwins Spencer work 

(U.K.) . . . . 1700 4'0 

Dunkirk (U.K.) 1860 6'0 

United Steel Gary (U.S.A.) 2400 7'2-

Kawasaki Chiba Oapan) 800 4'0 

Yawata Sakai (Japan) 600 3-5 

Tokai Oapan) 1000 4'5 

Kobe Nadahama (Japan) 195 1'5 

148. The Chairman, Hindustan Steel Limited stated dur
ing evidence that the requirement of areas for the factories 
proper were indicated by the consultants. In addition, they 
themselves provided for water supply arrangement, marshal
ling yard, railway siding, etc. and the expected expansion. 
He, however, admitted that it was not right to acquire land 
ten or fifteen years in advance. Representatives of the Minis
tries stated that the total area of pl1nts within the perimeters 
of the three steel plants (Rourkela, Durgapur and Bhilai) 
was 4124 acres and that fairly large areas had been acquired 
for expansion. The requirements for Bokaro were likely to 
be revised downward on receipt of the Detailed Project 
Report from the consultants. 

LInd ul- 149. The Committee regret to obrerve that the land 
remen:For requirements for factories in most of the public undertakings 
fa.:toriea Dot have not been assessed in a proper and systematic manner. 
;:;:..~. Too much margin has been kept for expamion and fairly 

large areas in excess of requirements have been acquired and 
are lying unu:ilised. In the case of three steel plants alone, 
such areas are as much as 21154 acres. In this connection 
para 156 of the Report may further be seen. 
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150. The table below shows the average number of dwel- ~inU:::-

ling units in an acre (on the basis of total area) in the town- :pa. n-
"ships of certain undertakings:-

Undertakings 

Total 
area 

Township (Acres) 

I. Fertiliser Corpo- (a) Sindri 5>408 
ration of India (b) Nangal 1,989 

Ltd. (c) Namrup 4 17 

2. Hindustan Steel ~a) Durgapur 10,940 
Ltd. b) Rourkela 11,177 

(c) Bhilai 9,617 

3. Heavy Engineer- Ranchi 5,390 
ing Corporation 
Ltd. 

-----

Number Average 
of houses number 
built! of dwell
proposed ing units 
to be in an acre 
built (gross) 

5,502 1°0 
2,254 1'1 

900 2'1 

15,000 1'4 
15,040 1'2 
21,297 2'2 

16,000 3'0 

Thus it would appear that the average number of dwel
ling units in an acre ranges from 1 to 3. 

151. The Committee on Plan Projects in their Report Norm Iatd 
(May, 1963) on Industrial Townships had recommended ~own ~~ 
that the following residential densities should be obtained o:~ 
in the townships:- Projcctl. 

(a) Sector density-14 to 20 dwelling units per acre. 

(b) Township density-9 to 12 dwelling units per 
acre. 

152. It was admitted by the Managing Director of 
Fertiliser Corporation of India and the Chairman, Hindustan 
Steel during evidence that the land utilisation in their town
ships had been on a lavish scale. The latter also stated that 
certain sectors in the townships of steel plants were lying 
unbuilt and that in the expansIon programme they were try-
ing to provide greater concentration of dwellings in an acre. 
Representatives of the Ministries stated that the Committee 
on Plan Projects' Report bad been circulated to the public 
undertakings but it had not been ensured whether the speci
fications and standards laid down therein were being followed 
by the undertakings. 
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Proper 153. The Committee are constrained to observe that 
=:~c!l neither Government nor the public undertakings have given 
"'e efland proper attention to the efficient and economical use of land 

'Ho'Ynships in the townships. The layouts of the townshipM 
ot liven. are sprawling resulting in high expenditure on roads, 

streets, lighting, transport, sewerage and maintenance, 
apart from hampering agricultural production by 
keeping the land unutilised. Had the norm of a 
minimum 0/ nine dwelling units per acre been followed 
from the beginning, as has now been suggested by the Com-
mittee on Plan Projects, about 6,500 acres of land could 
have been saved at Sindri and Nangal alone. It is surpris-
ing that even after the Report of the Committee on Plan 
Projects was published in 1963, no attempt was made by 
Government to ensure that the recommendations made 
therein were followed by the public undertakings in actual 
practice. The Committee recommend that Government 
should issue instructions to the public undertakings to adhere 
to the norms laid down in the Report of the Committee on 
Plan Projects. The Committee further suggest that the feasi-
bility of constructing multi-storeyed buildings by the public 
undertakings should also be considered. 

Surrender of 154. In some public undertakings a part of the acquired 
land. land has been surrendered subsequently as the following 

instances would show:- . 
Land surrendered 

(i) Nanga! Fertilizer Plant 1000 acres 
(ii) Heavy Electricals Projects Tiruchira- 1284 acres 

pal1i. 

155. The Managing Director of Fertiliser Corporation 
of India stated during evidence that they had to surrender 
the land at Nangal as they had no immediate need for it. 
In returning the land to original owners the Corporation 
suffered a loss of over Rs. 5 lakhs as under the rules they 
could not recover 15 per cent solatium which was paid 
originally. 

Urgent need 156. The acquisition 0/ land in excess of requirement 
to ray down and its subsequent surrender at a loss by certain undertakings 
.u!ta~le I (like Nangal Fertiliser plant, etc.) is another example of 
f~;':lie:S~ waste and lack 0/ proper care .and planning. In many other 
ment of land projects excessive land ha .. been acquired and is lying un-
aequirements. utili.ved. It needs no emphaviy that the land requirements 

should be initially determined in a proper and plannea 
manner after taking into account the immediate needs as 
well as keeping a suitable margin for foreseeable expansion 
of plants and townships, needs of ancillary industrie.!I, ;f any. 
The Committee recommend that Government should lay 
down suitable guiding principles for proper assessment of 
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land requirement for public sector projects without any 
delay. 

157. The Committee discussed the advisability of leas
ing out surplus land temporarily for agricultural and other 
purposes. While the representatives of the Ministries 
favoured the idea, the Chairman, Hindustan Steel Ltd. stated 
that they had to be very cautious in view of the difficulty of 
the cultivators getting the occupancy rights, etc. 

158. The Committee feel that in view of the food short- Desirability 
age in the country it would be desirable if the land which of :easin~ 
has been acquired for expansion and is not being used, is f.':ut~urP us 
leased out temporarily for cultivation. Such an arrange-
ment would provide some income to the_undertakings, besides 
augmenting agricultural production. When leasing out such 
land preference should be given to persons displaced from 
that area. Representative of the Ministry have stated that 
they would welcome it. 

B. Acquisition Difficulties 
159. Land for the public sector projects has been 'acquir

ed either under the Land Acquisition Act, 1894 or under the 
respective State Laws and Rules. The acquisition has been 
done through the State Governments concerned on request 
either from the Central Government or the public under
takings. In 1963, the Central Government framed the Land 
Acquisition (Companies) Rules under which the public 
undertakings are required to start private negotiations with 
the land owners. 

160. Several public undertakings have experienced and Seve:.l un
continue to experience delays and difficulties in the acquisi- ~~ri~ 
tion of land leading not only to high costs but also to delays d~lays a.nd 
in the commissioning of projects. A few instances are cited ~T~t:. 
below:- quia/tion. 

(i) Heavy Engineering Corporation Ltd., Ranchi.-
Delay of over two years in taking possession of 
land; cost of land increased by Rs. 1·92.crores. 

(ii) Fertiliser Corporation of India Ltd.-Delay of 
about two years at Gorakhpur; completion of 
project delayed. 

(iii) Hindustan Steel Ltd.-Undue delay in execu
tion of agreement at Rourkela; Acquisition by 
private negotiation challenged at Bhilai. 

(iv) Bokaro Steel Company Ltd.--Earlier Notifica
tions issued in 1961 and 1963 c:mcelled due to 
legal, procedural and practical d.iffic ul ties. 
Under fresh notifications issued in 1964 higher 
price being paid for a~ut 9000 acres of land. 
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in land ac
quisition 
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COlt o! 
Land. 

161. These delays and difficulties are mainly due to the 
following factors:-

(i) Legal lacunae under the Land Acquisition Act, 
1894 and the Rules framed thereunder i.e., the 
Land Acquisition (Companies) Rules, 1963. 

(ii) Procedural delays in issuing notifications, pm
cessing acquisition proceedings, award and pay
ment of compensation, execution of agreements, 
etc. 

162. The Chairman, Hindustan Steel Ltd. stated during 
evidence that the main difficulty was that under the Land 
Acquisition (Companies) Rules, 1963, when the land was 
acquired other than for the use of Government, the price 
had to be settled by private negotiations which created serious 
difficulties. In his opinion the solution lay in either the Cen
tral Government or the State Government acquiring the land 
for themselves and thereafter giving it to public undertakings 
on a long-term lease. Representatives of the Ministries 
admitted that the land acquisition problem had continued to 
be very difficult. They stated that a Committee had been 
appointed under the Ch.1irmanship of Prof. M. S. Thacker 
to go into the question of land acquisition for housing schemes 
and that the difficulties experienced by public sector projects 
would be placed before that Committee. 

163. The Committee regret to observe that though delayl 
and difficulties in land acquisition have been a recurring 
feature with the public undertakings for a long time, Gov-
ernment have not taken expeditious action to remedy them. 
The problem calls for fresh studies in the light of the actual 
experience of the public undertakings and in co-operation 
with the State Governments. They trust that the Thacker 
Committee will streamline and simplify the procedures so as 
to obviate delays and difficulties in this regard in future. The 
advisability of the Central Government or the State Govern-
ments first acquirin~ the land for themselves and then trans-
ferring it to the public undertakings or leasing out on a long 
term basis may also be examined. 

164. The price of land acquired by public undertakings 
h,as also varied widely. In some cases, a very high cost has 
been paid, as would be evident from the following in
stances:-

(i) The Oil & Natural Gas Commission acquired 
130 acres of land at Rs. 58,750 per acre for 
housing colony at Sibsagar (Assam). For 
Gauhati refinery land has been acquired at 
Rs. 10,000 per acre. 
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(ii) The Hindustan Steel Ltd. acquired land for 
Ranchi township at an average cost of Rs. 16,048 
per acre. The cost of land acquired by Heavy 
Engineering Corporation ranges from Rs. 2,180 
to Rs. 5,250. 

(iii) The Fertiliser Corporation of India acquired 
some land for Trombay project at Rs. 20,000 
per acre. At Nangal the price of land increas
ed from Rs. 24 lakhs to Rs. 81 Lakhs due, 
inter-alia, to payment of enhanced compensa
tion to even those land owners who had not 
appealed against the original award of Land 
Acquisition Officer. 

165. The representative of Oil & Natural Gas Commis
sion admitted that the cost of land paid at Sibsagar was 
exhorbitant. He also stated that they had no .alternative as 
under the present Law the buyer could not appeal against the 
award of the Lanu Acquisition Officer. The Managing 
Director, Fertiliser Corporation of India stated that 
in all cases they got an advance estimate of the 
cost of land from State Governments but the actual 
payments depended not only on the award of Land 
Acquisition Officer and the court but the "behest of 
the executive Government." He stated that at Nangal the 
price was originally settled at Rs. 1,400 per acre between 
him and the then Chief MiQister of Punjab. Afterwards 
the tenants .agitated against the price and on Chief Minister's 
advice some of them went up on a test appeal. On their 
succeeding in appeal, compensation was paid to all the land 
owners (including those who had not appealed) in accord
ance with an understanding between him and the Chief 
Minister of Punjab, with the approval of the Central Gov
ernment. Regarding Ranchi, the Chairman, Hindustan Steel 
stated that originally the idea was that the land would cost 
about Rs. 8 to 10 thousand per acre. But a party went to 
court and the Sessions Judge, acting as an arbitrator raised 
the price to Rs. 30,000 per acre. Even the State Govern
ment considered this price to be exhorbitant and on their 
behalf had gone in appeal to the High Court. 

166. Evidently. the estimates rc!?arding the cost of land Need for 
given by the State Govel'1lments ill the be!?inning have proved ja~~~i~s 
to be very low. After the decision to locate a project had . 
been taken the prices had increa~ed due to various reasons. 
This not only led 10 acquisition delays but also increased the 
cost of projects. It is therefore necessary to undertake a 
study of land costs in variou~ projects arIIl. find ways and 
meam by which the pricc<; could be limited'''' a ceiling ;n the 
beginning. It may also be desirable to rectify the present 
lacunae in the exisr;ng law regarding appeal hy the project 



60 

IlUthorities against the award of the Land Acquisition Olficer~. 
The representatives of the Ministries have agreed to under-
take the necessary study and place the difficulties before tM 
Thacker Committee referred to in paragraph 162 above. 

=ti~ I 167. The Committee note that there have been devia
UIU~ tions from the original assurances given by State Govern
liven by ments in regard to land, power, water etc. in respect of a 
:=~~~- number of projects, particularly the following:-

(i) Indian Oil Corporation Ltd.-For Gauhati &. 
Barauni Refineries, the State Governmehts. 
originally promised to give land free of cost. 
Later on, it was decided to convert the cost of 
land borne by State Governments into equity. 
shares. 

(ii) Cochin Refineries Ltd.--Originally State Gov
ernment promised to give free land. Later on, 
Company agreed to buy land from State Gov
ernment to meet Government of India's wishes. 

(iii) Heavy Engineering Corporation Ltd.--Original
ly understanding with State Government was that 
land at Ranchi (both for factories and town
ship) would be given free. Later on, the Com
pany had to purchase land for township at a 
considerable cost. 

168. Representatives of the Ministries stated that there 
had been some departures but that by and large the State 
Governments had fulfilled their promises. 

Nk!'\ to Ie 168. It appears that departures from original assurances 
~n:sYwi~ may have been due to lack of clear understanding with the 
atate Gov- State Governments. It is therefore necessary that all the 
emments. terms regarding land, water, power, etc. should be clearly 

Rehabilita. 
don of 
(tImilies dis
placed by 
lCqUilition 
of Janel. 

settled at the time of determining the location of the projects. 
169. The rehabilitation of families displaced on account 

of acquisition of land for the projects is the responsibility 
of the State Governments. In the following cases, however, 
the public undertakings have either arranged the rehabili
tation of such persons or incurred considerable expenditure 
in connection therewith:-

(i) Neyveli Lignite CorportJlion-RehabilitatioD 
arranged by Corporation at a cost of Rs. 9'95 
lakhs in the forest area given free by State Gov
ernment. 

(ii) Fert.r Corporation of India-
(a) At Nan~al the Cororation acquired an area 

ot 15 J . G acres at a cost of Rs. 2 '14 lakbs ane! 
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contributed another amount of Rs. l' 34 lakhs 
for amenities (total Rs. 3' 48 lakhs). Actual 
resettlement dorie by State Government. 

(b) At Sindri Rs. 25,000 paid for resettlement. 

(iii) Rourkela Steel Plant-The plant had to bear balf 
of tne cost of resettlement amounting to 
Rs. 15' 42 lakhs. 

170. The Managing Director, Fertiliser Corporation of 
India stated during evidence that at Nangal they incurred the 
expenditure as a special case because of the many conces
sions extended to them by the then Chief Minister of Punjab. 
~egarding Rourkela, the representative of Hindustan Steel 
stated that the State Government was not agreeable to 
the transfer of ownership of the land unless the undertaking 
bore the entire resettlement coSt of displaced persons. 
Eventually a compromise fonnula was arrived at between the 
State and the Central Governments that resettlement cost 
should be borne half and half by Hindustan Steel Limited 
and the State Government. Representatives of the Minis
tries admitted that once th~ compensation for land had been 
paid by the public undertakings they should normally have 
nothing to do with rehabilitation. However, quite often 
compensation djd not meet the needs of rehabilitation fully 
and some understanding had to be reached with the State 
Governments in some cases. 

171. The Committee. while appreciating the dilJiculties. Need to 
feel #hat once the compensation for the land has been paid I'Ji:~WD 
the projects should not be burdened further on that account. ~ri'Dd.le.. 
If any additional expenditure becomes necessary on r~habill-
lation it should be borne by the Central or the State 
Governments. They would recom~nd tha.t some guiding 
principles should be laid down by Government in the matter. 

They would. however. urge that while recruiting persons 
for posts in the lower categoriesm -the public undertakings 
preference should be given to persons displaced from the 
areas acquired for the projects. 

C. Reduction in construction COlts 

172. For economy and efficiency in the construction of 
major projects, the Third Five Year Plan in 1961 envisaged 
that each major project should establish a cost reduction unit 
8S a part of the construction organisation under the exclusive 
control of the Chief Engineer of the project. The functions 
of such a unit would be to carry out work studies, continuous
ly analyse factors effecting costs, recommend suitable adjust
ments from time to time in materials, techniques, procedures 
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and organisation, evaluate ,the results of such adjustments 
. and keep a watch on the progress in achieving economies in 
construction costs. 

173. This suggestion was reiterated subsequently in 1962 
by the Planning Commission in its Memorandum on 'Reduc-. 
tion in cost of major construction projects'. In addition the 
following specific suggestions for economy in building costs 
were made in that Memor.andum:-

(i) Discontinuance of the construction of 'prestige' 
, buildings. 

(U) Construction of multi-storeyed bui!dings and 
economy in land utilisation; 

(iii) Adoption of designs for building strictly accord
ing to functional requirements inclUding austerity 
standards, type designs, standard plinth areas, 
etc.; 

(iv) Improving structural efficiency by rationalisation. 

(v) A voiding or reducing the use of costly materials 
in shan supply. 

(vi) Using local materials to the maximum extent pos
sible, 

(vii) Planning in advance for the procurement of 
materials an,d for site management. 

174. The Committee note that cost reduction units have 
not been set up by most of the public undertakings. They 
were informed by the representatives of the Oil & Natural Gas 
Commission, Fertiliser Corporation of India and Hindustan 
Steel that the Ministries concerned did not bring the sugges-
tions made by the Planning Commission to the notice of 
the undertakings, The Committee recommend that (jovern· 
ment should issue necessary instructions now and ensure their 

. implementation. 
D. BuDding Research 

175. Three institutions· under the Central Government 
and eight under the State Governments are engaged on 
Building {tesearch in the country. It is understoud that 
though considerable work has been . done in this field, 
little has yet been done towards application of that research. 
For instance, the Central Building Research Institute has, 
developed under-reamed pile foundation process suited to 

• The three Central Institutes in the field of Building Re
search are the Central Building Research Institute. Roorkee. 
Research Resigns and standards orellnisation IIl't UP by the 
Ministry of Railways at Lucknow, Engineerinlt Research wine 
of the College of Military Engineering. Kirkee. 
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avoid cracks in buildings. Similarly they have developed 
economical type layouts for various categories of industrial 
houses. These have not yet been brought to the notice of 
and utilised by the public undertakings. 

176. Representatives of the Ministries stated during 
evidence that the results of research were being widely 
circulated but they could not say to what extent the actual 
utilisation had taken place. Moreover it was for public 
undertakings to contact the research organisations and take 
advantage of the research. 

177. It is regrettable that while large amounts of money Need to 
are being spent on Bunding Research in the country no anp'~ ~lt. 
serious attempt has been made by the public undertakings to ~f5~tm8 
apply the results of research in their construction works. lie. 
was not enough to have left it to the individual undertaking 
10 contact the research organisa: ions as they would be 
hesitant to initiate the new techniques. The Committee 
con.~ider that Government should have taken the initiative 
and ensured that the results of research were put inzo practi-
cal use by the public undertakings. They trust that this will 
now be done by Government. 
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CONCLUSION 

178. As model employers, it is necessary for 'he public 
undertakings to provide housing, medical, educational and 
other facilities for their employees, particularly ill places 
where such facilities are not available. But the 
examination has revealed thot ntuf.b avoidable expendi-
ture has been incurred in providing these facilities 
and there is scope for economy in this regard. In 
the absente of propel' norms and standards, the scaks 
of accommodation have been on the high side. Expenditure 
on utility services and other facilities has been lavish. 
The layouts of the townships are sprawling resulting in 
high expenditure on water, power, sewerage, roads and 
maintenance. In many ctJses houses have been built in 
excess of requirements. Business prudence required that 
the construction of townships should have been phased and 
related to the actual needs as they arise from time to time. 
Most of the undertakings have not availed of the·· financfa~ 
assistance from the State Governments and other specialised 
agencies for their housing, educational and medical facilities 
which would have considerably reduced their burden. The 
Committee are constrained to observe that the public under-
takings have not been adequately cost-conscious. 

179. The Committee noticed various shortcomings in the 
planning and construction of the factory buildings and other 
civil works. Some of the important ones are: 

(i) Inadequate soil investigations. 
(ii) Inadequate planning regarding purchase and 

use of construction equipment. 
(iii) Delays and difficulties in the procurement of 

construction materials. 

(iv) Delays and difficulties in land acquisitinn. 

(v) Enormous delays in the construction of factory 
buildings resulting in the plant, machinery and 
manpower being kept idle. 
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180. The Committee are concerned to note that delay~ 
4nd difficulties of tlie above types continue to recur in most 
of the public undertakings. If the experience in the execu-
lion of projects for more than a decade had been pooled, it 
should have been possible to plan the projects better and 
.execute them speedily and economical/yo Unfortunately 
this has not been done. There is also no indication that 
these aspects of the public undertakings are receiving 
4dequate attention. The instructions issued by the Minis-
try of Finance in 1960 regarding housing standards in public 
sector projects were not followed. The valuable suggestions 
.in the Reports of the Committee on Plan Projects and in the 
Third Five Year Plan itself aimed at economy and efficiency 
in construction remain largely unimplemented. The Com-
mittee feel that a stage has come when Government should 
pool the experience gained, issue suitable instructions to the 
,public undertakings and en!fure their implementation. 

NEW DELHI; 

May 2, 1965. 

PANAMPILLI GOVINDA MENON, 
Chairman, 

Committee on Public Undertakings. 

f/aisakha 12, 1887 (S). 



APPENDIX I 

(Vide Para 4) 

List of Public Undertakings covered in the examination 
._----------,. --, .. _----, ... - -, .".'--.-'-' ,-_._--

S.No. Name of the Undertakings and its 
Registered office 

I 2 

Remarks 

3 __ .. _--L .. _ .. __ ..... _ ... __ .. ____ ._. ,---_._- ---'--
.../1. Air India, Bombay. 

2. A~hoka Hotels Ltd., New D~lhi. 
3. Hindustan Aeronautics Ltd., Bombay. 
4. Bharat Electronics Ltd., Bangalore. 
5. Bharat Heavy Electricals Ltd., 

New Delhi. 
6. Bokaro Steel Ltd., Calcutta. 

7. 'Cochin Refineries Ltd., Ernakulam. 
/8. Damodar Valley Corporation, Calcutta. 

9. Fertilisers & Chemicals Travancore Ltd., 
Alwaye. 

10. Fertiliser Corporation of India Ltd., 
New Delhi. 

No Township, DPR 
not yet finalised., 

11. Garden Reach Workshops Ltd., Calcutta. No Township~_ 
12. Heavy Electricals Ltd., Bhopal. 
13. Heavy Engineering Corporation Ltd., 

Ranchi. 
14. Hindustan Antibiotics Ltd., Pimpri. 
15. Hindustan Cables Ltd., Rupnarainpur, 

. (Wes~ Bengal). 
16. Hindustan Housing Factory Ltd., New Delhi. No Township:. 
17. Hindustan Machine Tools Ltd., Bangalore. 
18. Hindustan Insecticides~., Delhi. 
19. Hindustan Organic Chemicals Ltd., Bombay. 
20. Hindustan Photo Films Manufacturing 

Co. Ltd., Ootacammund. 
21. Hindustan Salts Ltd., Jaipur. 
22. Hindustan Shipyard, Visakhapatnam. 
23. Hindustan Steel Ltd., Ranchi. 

66 
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24. Hindustan Teleprinters Ltd., Madras. 
25. Indian Drugs & Pharmaceuticals Ltd., 

New Delhi. 
26. Instrumentation Ltd., Jaipur. 
27. Indian Oil Corporation Ltd., Bombay. 
28. Indian Rare Earths Ltd., Bombay. 
29. Indian Telephone Industries Ltd., Bangalore. 

'v3O. Life Insurance Corporation of India, Bombay. 
31. Mazagon Dock Ltd., Bombay. No Township. 
32. Manganese Ore (India) Ltd., Nagpur. 
33. National Coal Development Corporation Ltd., 

Ranchi. 
34. 
35. 

36. 

37. 

Js. 

National Instruments Ltd., Calcutta. 
National Mineral Development Corpo

ration Ltd., New Delhi. 
National Newsprint and Paper Mills 

Ltd., Nepanagar (M.P.). 
NeyveIi Lignite Corporation Ltd., 

Neyveli (Madras). 
Oil & Natural Gas Commission, Dehra 

Dun. 
39. Praga Tools Corpor.~tion Ltd., Secunderabad No Township. 
40. Pyrites & Chemicals Development Co. 

Ltd., New Delhi. 
41. State Trading Corporation of India Ltd., -do-

New Delhi. 
42. Travancore Minerals Ltd., Quilon. No Township. 

Took over 
running 
concerns. 
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01 XI<IN~ 
(Vide Para 62) 

Ministry of Finance O.M. No. I068/SF/60 dated 23-3-1960 
as subsequently modified vide their O.M. No. 14(16)/60-W 
dated 29-8-1963 addressed to all Ministries of the Govern-

ment of India, etc. 
OFFICE MEMORANDUM 

SUBJECT: Industrial Housing in the. Public Sector. 
The question of policy regarding the houses to be pro-

vided for various projects in the public sector has been con
sidered in the Committee of Economic Secretaries and cer
tain broad principles have been decided upon in the interest 
of economy. The reduction in cost can principally be secur~ 
ed by ensuring that the standards of accommodation while 
adequate. arc kept down ali far as possible. Apart from the 
capital investment in housing, the projects would also have 
to incur recurring cost to the extent that the rents charged 
are lower than the reasonable return from the capital invested 
in housing. This difference between the rent charged and 
the reasonable return from such capital investment is in the 
nature of a concealed subsidy which should be kept as low 
as possible. 

2. The following conclusions have been arrived at in 
respect of the scales of accommodation, the extent of cover
age, that is, the number of houses vis-a-vis number of employ
yees, the investment of private capital in housing and other 
related matters. 

I. There should not be more than six types of quarters 
that may be constructed corresponding to the various pay 
ranges:-

Type 

I 

II 

III 

Plinth 
area 

2 

sft. 

365 

600 

Pay range (p.m.) 

3 

Below Rs. 110. 

Less than Rs. 200/- but not less 
than Rs. 1I0. 

Less than Rs. 400!- but not less 
than Rs. 200/-. 

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



I 

IV 

V 
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2 3 
------- ------ ------

900 Less than Rs. 850/- but not less 
than Rs. 400. 

1500 Less than Rs. 1600 but not less 
than Rs. 850. 

VI Main Bldg. 
for servants 
& garage. 

21oo} 
240 Rs. 1600 and above. 
225 

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

Having regard to the cost of construction on the basis of 
:the 6 per cent of return on the cost of construction, land and 
..development w.d on the .assumption that rent fixed would be 
subject to a ceding of not more than 10 per cent of the emo
.luments, the concealed subsidy in the form of difference 
between 6 per cent return and the rent at 10 per cent of pay 
should work out approximately to Rs. 1500 per month for 
100 assorted houses, in the proportion of say, 80 per cent 
~or types I-III, 13' 5 per cent for type IV, 6 per cent for type 
V and 5 per cent for type VI. It may be necessary to vary 
4he percentage of various types to suit the requirements of 
individual projects, but the specifications, scales of accom
modation. etc. should be so adjusted that: 

(a) the amount of such subsidy for the said 100 
houses of mixed types should, as far as possible, 
not exceed Rs. r 500 per month, and 

(b) the accommodation of persons drawing over 
Rs. 300 per month should not normally be 
subsidised. 

II. It is not possible to lay down the extent to which 
houses should be provided for the employees by way of a 
percentage of the total number of employees since this will 
vary (rom project to project and the decision on the _ point 
'Would largely depend on the overall local conditions and the 
requirements of housing in the project from time to time. 

-In this connection, the Buildings Projects Team of the Com
mittee on Plan Projects has also been asked to explore the 
possibility of having small blocks of houses in the satellite 
villages as the pattern of rural housing would not be an 
-exact replica of industrial houses near the factories and their 
10tal cost will be comparatively low. 

Ill. It may also be possible that a sector of the residential 
-colony could be sold out in plots to private individuals for 
building houses, particularly near the market area. How
-ever, it would be necessary to ensure that the development of 
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this sector is subject to Town Planning Regulations. Pro-
jccts may also consider whether some of the houses built by 
them could be sold to their employees on the bire-purchase
system and a sector of the Housing Colony could be set apart 
for such sales to workers. 

3. The above conclusions would apply to all projects in 
the public sector under the direct administrative control of 
the various Ministries. In regard to corporations, companies. 
and other autonomous bodies managing projects, it is request· 
ed that a copy of this letter may be passed on to them as welL 

4. All Ministries, in particular, the Ministries of Works .. 
Housing and Supply, Defence, Railways, Posts & Telegraphs; 
and others who have to arrange constructiq,n for Govern· 
ment employees are requested to review their existing criteria 
and standards of the scales of accommodation and specifica
tions in the light of the above conclusions. It is expected 
that considerable economy can result in respect of expendi
ture on housing if the above conclusions are borne in mind. 
The result of the review of their existing standards and the
DeW standa~s that they may propose to adopt may kindly 
be communicated to the Ministry of Finance. as soon as tbe 
review has~n carried out. . 
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No. 

I 

APPBNDlXIV 

Summary 01 ConclusiOns/Recomnrmdations 

Reference 
to the 

ParaNo. 
in the 
Report 

2 

Swnmary of Conclusions/Recommendations 

3 

(a) The total capital outlay on the townships of public 
undertakings is of the order of Rs. 280 crores and it 
constitutes over I I % of the total investment on the 
projects. The incidence of the costs of townships 
on the costs of production of these undertakings is 
therefore considerable. The Committee realise 
that a majority of public sector projects are located 
in out of the way places and it may be necessary to 
provide housing and other facilities on a somewhat 
lar~er scale. It is also desirable that public under
takmgs should aim at being model employers. Ne
vertheless, the Committee are equally anxious to 
ensure that public undertakings follow a balanced 
approach in incurring expenditure on productive 
and non-productive activities. If a substantial 
portion of the investment is spent on townships 
before any significant productive activity of a project 
starts, as is the case at present, it adds considerably 
to the overheads of an individual enterprise and 
affects its profitability. Further it is also necasary 
that the public undertakings do not follow standards 
and scales of accommodation which may attract 
public criticism. AU this underlines the need for 
laying down suitable guiding principles, norms and 
standards without any delay. 

(b) The Committee would urge that pending issue of 
detailed instructions, Government should impress 
upon public undertakinp to pay utmost importance 
to economy in the matter and find ways and means 
of reducing the present rate of outlay on townships. 

------------------- ,-----
79 
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The expenditure on townships of the public under
takings ranges between 3 to 49 per cent of the invest
ment on projects. In most cases it is IS to ~o per 
cent. TQ.e Committee appreciate that it 18 not 
possible to apply a uniform yardstick for expenditure
on townships. But in view of the present high c('sts 
of townships and wide variation in its percentage
to the total investment on a project it is desirable that 
Government should prescribe an upper limit for 
expenditure on townships taking into account the 
requirements of various types of undertakings. 

The Committee are constrained to observe that the
manner in which the provision of Rs. So crores was 
made in the Third Five Year Plan for townships of 
public undertakings was casual. It is not correct 
to provide for such expenditure in the Plan in an ad-hoc 
manner without working out the basis therefor. 
What is more surprising is that there was an under
standing with the Planning Commission that the
amount earmarked for capital investment in projects,_ 
if unspent, would be diverted to housing. The' 
Committee do not approve of diversion of funds. 
meant for productive purposes to housing. They 
trust that in future the Plan provision for townships 
of public undertakings would be made in a realistic
manner after assessing the requirements of the various 
undertakings. 

There are wide variations in the costs of houses buillt 
by various projects. The average cost per dwelling_ 
unit in most of the undertakings has ranged 
betWeen Rs. I I ,000 to Rs. 27,000. The cost of the 
highest type of bungalow constructed for high, 
officials 10 certain undertakings has ranged 
from Rs. 1'03 lakhs to Rs. 1'75 lakhs. Apparently 
the present costs of houses particularly of higher 
categories, built by public undertakings are high._ 
An expenditure of Rs. I lakh to J • 75 lakhs on a single 
bungalow is indefensible from a commercial stand
point much less from the general point of view of the 
country's economy. The Committee, recommend 
that the plinth areas for higher categories of houses 
may be reviewed and ceilings on cost for various 
categories of houses laid down at least on a regional 
basis. 

Most of the public undertakings have not taken' 
advantage of the Subsidised Housing Scheme 
for Industrial Workers under which financial 
assistance to the -extent of 75% (25% as. 
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outright subsidy and 50% as loan) of the cost of 
houses for workers drawing pay upto Rs. 350/- per 
month is admissible. It is surprising that neither 
the administrative Ministry nor the Finance Ministry 
brought this scheme to the notice of the public under
takings and insisted on their availing of the assistance. 
On the other hand the scales and standards of accom
modation fixed by Government in 1960 for public 
sector projects were higher than those prescribed 
under the Scheme, thus making it impossible for 
the public undertakings to avail of the assistance. 
The proper course would have been to review the 
scales and standards of the Subsidised Housing 
Scheme and to bring them on par with those pres
cribed in 1960 for the public sector projects. This 
was, however, not done and the public undertakings 
were placed at a handicap. The Committee recom
mend that Government should now review the position 
so as to enable the public undertakings to avail of th, 
assistance under the Subsidised Housing Schem". 
Since funds for this Scheme are made 
available by the Central Government, it is but proper 
that public undertakings should get this assistance 
direct from the Centre rather than through the agency 
of the State Govennents. 

(a) The expenditure on utility services Ct. e. water, 
power, sewerage and roads) in the townships of 
public undertakings varies very widely and ia 
on the high side. The Committee recommend that 
Government should undertake a study of the costs 
and scales of services in the townships of public under
takings and lay down suitable norms and standards 
therefor. 

(b) They further sug~est that a ceiling on the super
vision charges dur10g construction, which in some 
cases have been as high as 13% of the outlay on town
ships, should also be fixed. 

The provision of hospital facilities by public under
takin~s in places where these are not available is a 
step 10 the right direction. The Committee are how
ever, of the view that to begin with, hospital facilities 
should be provided by the undertakings on a modest 
scale and they should be gradually developed to 
meet full requirements. Instead of following this 
salutary principle of phasing the provision of hospital 
facilities, most of the undertakings have provided 
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them on a liberal scale from the very beginning resul
ting in. high capital and recurring expenditure. The 
<Ammittee recommend that in the light of these 
remarks, Government should look into the matter 
and prescribe the stages, extent and the manner in 
which hospital facilities should be provided by the 
public undertakings. 

• 36 'the Committee understand that certain public under-
takings (like Fertilisers & Chemicals Travancore Ltd. 
& Natural Gas Commission) have introduced con
tributory health service schemes under which they 
are ,etting contribution from the employees for the 
proVIsion of medical facilities. The Committee sug
gest that the feasibility of introducing similar schemes 
in all the public undertakings may be examined by 
Government. 

9 ~2 It is regrettable that though most of the public under-
takin~s have been paying considerable amount of 
contrIbution under the Employees' State Insurance 
Scheme, they have not taken advantage of the assis
tance available under it. Even in cases where the 
scheme has been extended, the amounts of contribu
tion paid by the undertakings are much more than the 
benefits derived by them. It appears thl1t the em
ployees in public undertakings are in receipt of benefits 
similar or superior to those available under the scheme. 
Further the scheme covers only'factory workers' 
drawing wages upto Rs. 400/- per month. For all other 
employees, the public undertakings will have to make 
their own hospital arrangements, even after the Scheme 
is extended to them. It therefore needs considera
tion whether the Employees' State Insurance Scheme 
should be applicable to the public undertakings 
and they should be called upon to contribute to the 
scheme, in addition to the expenditure on their own 
facilities. The Committee recommend that Govern
ment should examine the matter in the light of the 
prevailing position. 

10 ~s-46(a) As public undertakings have to run on a commercial 
basis, it is not advisable for them to incur heavy 
capital and recurring expenditure on providing educa
tional facilities which is the responsibility of the 
State Governments under the Constitution. The 
most that the undertakings should do is to construct 
buildings at a reasonable cost and to meet recurring 
~dnditure from the asistance obtained from the 

. State Governments and fees from the pupils. 
--- .. - ._---_. ------
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It would, however, be desirable if the provision oC 
educational facilities is settled with the State Govern
ments at the time of deciding on the location of the 
projects in a State. The Committee recommend 
that Government should look into this matter and 
evolve a suitable pattern for the provision of educa
tional fadlitiet in the public undertakings. 

(b) They would further suggest that in places (like Ranchi. 
Durgapur, Bangalore, etc.) where more than one 
undertaking is located, the. feasilbility of providing 
common educational facilities at Secondary and Higher 
stages and hospitalisation and special treatment facili
ties should also be considered, as it would enable the 
undertakings to provide better facilities at a lesser 
cost. 

47 The costs of re<.:reational facilities (like clubs, community 
centres, auditorium, play-grounds. parks etc.). as well 
as of shopping centres and other public utility build
ings provided by the public undertakingll in their 
townships are also on the hi,h side. The Committee 
recommend that Government should devise norms and 
standards for recreational and other facilities and im-
press upon public undertakings the need for economy 
in these mal ters. 

50 It is surprising that the instructions issued by the 
Ministry of Finance in regard to the extent of subsidy 
for housing in the public sector projects are not being 
followed by the public undertakings. The Committee 
trust that Government would look into the matter 
and ensure that the amount of concealed subsidy in 
twonships of puhlic undertakings is kept within the 
prescribed limits. 

53 Even in dties like Bombay, projects have provided 
accommodation for the staff on an extensive scale. 
For example, the Trombay Fertiliser project has pro
vided accommodation for 97% staff as against 21 % by 
the Air India. Evidently the accommodation pro
vided in some cases is on a scale larger than necessary. 
The present fluidity in the provision of accommoda
tion for the employees of the public undertakings 
is not conducive to economy in the cost of construc
tion of townships. The Committee recommend 
that Government should lay down the percentage of 
staff for whom accommodation should be provided 

- -_._------ - ---_._--- -.------
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by the public undertakings in the beginning having 
regard to the proximity of projects to any towns or 
cities. 

56 Public undertakings have not properly phased the' 
construction of houses required for their employees. 
To invest large sums of money on housing in the 
beginning results in avoidable waste. It also affects 
adversely the profitability and cost of production of 
the undertakings. It is imperative that undertakings 
should manage with a minimum number of houses 
i,n the beginning and increase their number later by 
meeting the expenditure from their earnings to the 
extent possible. It may also be examined whether 
sharing of accommodation would be feasible, as is 
allowed by the Central Government at Delhi. The 
Committee recommend that Government should lay 
down suitable guiding principles in this regard. 

59 To construct permament houses with a life expectancy 
of So to 100 years at places where the operations of" 
the public undertakings are likely to last for 20 to 25 
years only is wasteful. It is surprising that neither 
the Government nor the public undertakings con
cerned gave any consideration to this matter for so 
long. The normal thing in such' cases was to go 
in for semi-permanent or temporary structures lasting 
for 20 to 25 years as is done by the colli~ries in the 
private sector. Had this been done, it would have 
been possible to effect considerable savings in capital 
costs m Ankleshwar and Cambay oil/gas fields. The 
Committee trust that Government would ensure 
that in future the public undertakings like the' Oil 
and Natural Gas Commission, National Coal Deve
lopment Corporation, etc. suitably modify the speci
fications of accommodation so as to relate its life to 
that of the assets. 

J6 6J In a planned and rapidly developing economy, like 
ours, there are bound to be various comple1ing demands 
on the public resources. The prOVision of houses in 
public undertakings is no doubt necessary but more 
urgent is the need to utilise the available resources· 
for increasing their productive capacity. It is, 
therefore, desir able that investment on housing 
should be kept as low as possible. One way of doing 
so would be by resorting to cheaper structures Ot 
semipermanent type with a life expectancy of 20 to 30 
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years. Apart from economy, this would enable the 
public undertaJdngs to construct houses according 
to the changing pattern and ideas. The Committee 
recommend that the economics of putting up such 
houses should be thoroughly got examined by Govern
ment, if necessary in collaboration with the National 
Buildings Organisation and the Central Building 
Research Institute. 

6.4 It is regrettable that the Ministry of Finance did not 
ensure that the proposal of satellite villages was 
pursued. In the view of the Committee such a 
scheme would not only result in economy but also 
be in the interest of rural development and better
ment of the surrounding villages. They are streng
thened in this view by the fact that such an arrange
ment obtains in foreign countries also. The proposal 
of satellite villages, therefore, deserves serious consi
deration. The Committee trust that Government 
would have it examined in detail and issue specific. 
instruction to the public undertakings. 

It is to be expected that the suggestions made by Go
vernment are acted upon by the public undertakings. 
Strangely none of the undertakings has made any 
attempt to implement the suggestions regarding the 
sale of plots to private parties or houses to the em
ployees. The Committee trust that Government will 
have the matter re-examined in the light of the pre
vailing position in private sector undertakings and 
issue suitable instructions for observance by public 
undertakings. 

The Committee regret to observe that the public under
takings have followed very liberal scales of accommo
dation particularly for the higher categories of their 
employees. No proper standards were fixed by Govern
ment ID this regard till 1960. In the absence of any 
direction from the beginnin~ to adhere at least to
Government scales, the public undertakings appear 
to have fixed their own standards of accommodation. 
What is more surprising is that the scales of accommo
dation prescribed by the Ministry of Finance in 
1960 are also not being followed by all the public 
undertakings. It is to be expected that the standards 
once fixed by Government are strictly adhered to by 
the undertakings. The Committee hope that the 
newly set up Bureau of Public Enterprises would 

---_._- -----------.. --.-- ... ---
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look into such matters and ensure that all instruc
tions issued by Government are complied with by 
the public undertakings. 

It is desirable to lay down two or three alternative 
standard designs for various categories of houses on 
a l"eJional basis so as to have variety while ensuring 
maxlDlUm economy. The Committee recommend 
that this should be done. 

81 (a) It may be desirable to invite competitive tenders for 
the plans and designs of townships from the various 
architects so as to secure both economy and suit
ability to local needs. In that case it is not necessary 
for the undertakings to set up their own elaborate 
Architect and Town Planning Organisations with 
attendant difficulty of retrenchment of staff later on. 
The Committee recommend that Government should 
examine the matter and issue suitable instructions 
to the public undertakings. 

(6) They further suggest that the desirability of prescribing 
standard schedules of rates for private architects may 
also be considered. 

The Committee feel that the present level of expenQiture 
on the hostels in the public undertakings is high 
and it needs to be brought down by laying down 
suitable norms and standards. The feasibility of 
using residential fiats temporarily as hostels for meeting 
the needs of foreign experts, as has been done at the 
Koyali refinery, may also be examined. 

(Q) The present practice of meeting the entire cost of town-
8hi~s from out of the capital provided for the exe
cutIon of the projects is neither soUi1d nor in con
sonance with prudent commercial practice. It results 
in the over-capitalisation of the projects and renders 
the evaluation of their performance or comparisons 
with other similar undertakings unrealistic. The out
lay on townships should normally be met from loans, 
internal resources and subsidies. The Committee 
recommend that the matter may be examined by 
Government and a suitable pattern of financing the 
outlay on townships of the public undertakings 
evo1ved. 

(6) It is also desirable that the estimates of cost of town
ships should be shown separately while seeking 
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approval of Parliament for investment in public 
undertakings. The expenditure incurred on town
ships should also be shown separately in the Annual 
Accounts of the public undertakings. 

The entire cost of maintaining the township is at present 
borne by the undertaking concerned. The main
tenance charges which are high not only' affect the 
cost of production of that undertaking but also of other 
undertakinlls which depend on its products. It was 
stated dunng evidence that a proposal to set up a 
separate body to look after the townships of public 
undertakings was under consideration of Govern
ment. The Committee trust that Government would 
examine the matter in all its aspects and arrive at a 
suitable decision at an early date. 

The construction of factory buildings has been delayed 
in many projects. The delays range from I to 3 
years. This not only led to delays in their,com
missioning and increase in costs but also resulted in 
keeping the plant, machinery and manpower idle. The 
Committee are greatly concerned at these abnormal 
delays in the construction of factory buildings and 
other civil works which adversely affect the economy 
of the projects. A certain measure of delay during 
construction millht be inevitable due to our depen
dence on fore1gn help and nature of the projects. 
But the delays of 1 to 3 years could only be due to 
lack of planning, proper programming and lack of co
ordination with the consultants. It is surprising 
that these delays continue to recur even in the ex
pansion programmes of old plants. With the ex
perience of planning and development for more than 
a decade, it should be possible to reduce these delays 
considerably. The Committee recommend that a 
comprehensive study into the causes of the delays 
should immediately be undertaken by Government 
and proper remedial measures devised. 

In a number of projects detailed soil investigations 
have been carried out subsequent to selection of sites 
leading to change of sites, revision of plans and 
drawings, extra expenditure on foundations and 
consequent delay in construction. As choice 
of a wrong site would involve the projeCts 
into costly delays, it i. necessary that prior detailed 
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soil investigations must be conducted. In the light 
of the past experience, it appears that it will be 
cheaper to pay compensation for private land rather 
than incur expenditure on fresh investigations 
during the construction phase. The Committee re
commend that the matter may be examined by 
Government and suitable principles laid down for 
future guidance. 

As the number of big projects in the public sector is 
increasing it would be advantageous to develop a 
single organisation in the country for carrying out 
proper soil investigations rather than leaving it to 
consultants who differ from project to project and 
have to bring in their own equipment every time. 
The setting up of such an agency should not present 
any great difficulty as the technical know-how is 
available in the country. The Committee, therefore, 
recommend that steps may he taken by Govern
ment to develop a suitable agency for the purpose_ 

It appears that in many cases construction equipment 
in excess of requirements has been imported by the 
public undertakings and it is not being pUt to full 
use. It is also possible that equipment has been im
ported by some projects which might be lying idle 
or surplus at certain other projects in the country. 
The Committee regret to observe that there has been 
lack of proper planning in the procurement of cosdy 
construction equipment by the public undertakings 
and lack of co-ordination in pooling the equipment 
with a view to its maximum utilisation bv the various 
projects in the interest of the nationiu economy. 
It is surprising that before sanctioning foreign ex
change Government did not satisfy itself regarding 
the need for such equipment and ensure that the 
same type of equipmeI'M: which was lying idle or sur
plus in projects was not imported. 

The most disquieting feature has been that in many 
cases hire charges are recovered from the contractors 
on an ad-hoc hasis and these are much less than even 
the maintenance costs of the equipment. This 
indicates failure to safeguard the financial interests 
of the undertakings. It also shows that the Finance 
and Accounts Officers are not properly trained and 
oriented to take care of the inte-rests of the under
takings. The Committee recommend that Govern
ment should investigate the reasons for not fixing 
economic rates of hire charges by the variou~ under-

--- --- ----- - ---.. -- ---------- ------
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takings and fix responsibility therefor. They also 
urge that it should be ensured that in future economic 
rates of hire charges are fixed and followed by all the 
public undertakings. 

- The manner in which the costly construction ( equip
ment is being maintained and disposed of by public 
undertakings is disturbing. It is not unlikely that 
large quantities of this equipment are lying surplWl 
to requirements in various projects which could be 
reconditioned. Considering the value of known 
construction equipment which is over Rs. 18 crores 
in the public undertakings, the Committee suggest 
that Government should appoint an expert Com
mittee to ascertain the total quantity of such equip
ment obtained by undertakings (both imported and 
indigenous), its life, its utilisation and the extent of 
surpluses. That Committee may also consider the 
advisability of pooling the construction equipment 
on a regional or other basis with a view to its maxi
mum utilisation and avoidance of unnecessary im
ports. 

(a) Production of construction materials has not kept 
pace with the demand in the country. This has not 
only led to delays in the construction of projects 
but has also entailed heavy imports. The Com-
mittee urge that nece~ Iteps should be taken 
by Government to assure timely availability of con
struction materials for the various projects from 
indigenous sources. 

( b) Though the establishment of heavy structural works 
was recommended by the U. K. Heavy Engineering 
Mission as far back as 1957, nothing has yet been done 
to set up the same despite their inclusion in the 
Third Five Year Plan. These works are the pre
requisites for establishment of any heavy engineering 
industry. The Committee recommend that Govern
ment should now accord the highest priority for 
setting up adequate capacity for steel structural 
fabrication in the· country. 

(a) There are wide variations in the percentages of costs 
of factory buildings to the total costs of the projects. 
In the case of fertilizer projects these percentages 
ran~e from 8 to 23 and those for heavy electricals 
proJects range from 20 to 39. That there should be 
such variations from project to project in the same 
industry would seem to indicate that there is scope 
for economy. 
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(b) The Committee understand that a new factory shed 
desiin has been perfected by the .Central Mechanical 
Eniineering Research Institute, Durgapur and 'by its 
use the expenditure on factory buildings could be 
reduced by about 10 per cent. They recommend that 
besides other avenues of cost reduction, Govern
ment should impress upon the public undertakings 
the need to adopt new techniques and designs for 
effecting savings in the construction of factory 
buildings. 

Plans and designs for eVen ordinary types of civil works 
have been obtained from the consultants by some 
of the public undertakings. It is obviously not 
necessary to seek assistance of foreign collaborators 
for plans and designs for buildings which could be 
prepared by the Indian Engineers. The Committee 
recommend that Government should issue instruc
tions to the public :undertakings to avoid recurrence 
of such cases. 

It is possible to effect considerable economies in cons
truction costs of factory buildings if an independent 
check is exercised over the plans, designs and specifica
tions sug~ested by the Consultants. It will also have 
the additIOnal advantage of our acquiring the technical 
know-how. The Committee recommend that plans, 
designs and specifications suggested by Consultants 
mould be carefully examined hefore they are accep
ted. 

There is a large area of civil works where the same plans 
and designs could be applied in a number of projects. 
This will result not only in expeditious completion 
of factory buildings and other civil works but will 
also result in economy. The Committee therefore 
recommend that suitable standard plans, models and 
codes for factory buildings and other civil works like 
administrative offices, canteens, etc., should be evolved 
which could be commonly adopted by all or most of 
the public undertakings. 

Contracts on turn-key basis do not afford opportunity 
to our engineers to learn new techniques and become 
,self-reliant. They are also costlier. The Committee 
feel that the assistance of foreign collaborators should 
be sought only for jobs in respect of which 'know
how' is not available in the country. For the rest 
they may' be asked to indicate their require
ments on the basis of which the planning, designing 
and construction should be undertaken by Indian 
Engineers. Besides effecting considerable economy, 
this would reduce the dependence on foreign 
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collaboration and instil the necessary confidence in 
our men. The Committee recommend that Govern
ment should lay down suitable principles in this 
regard for guidance of the public undertakings. 

Each major undertaking has developed a planning and 
design organisation for civil engineering works. A 
Technical Consultancy Bureau has also been set up 
by Government under the National Industrial Deve
lopment Corporation to undertake preparation of 
detailed project reports, workin~ drawings and designs 
of structurals, etc. for the pubhc sector projects. So 
far, there has been little attempt at pooling and co
ordinating the experience gained by the various 
undertakings in the field of planning and designing 
for civil engineering, for which there is an urgent 
need to reduce our dependence on foreign countries. 
The Committee recommend that Government should 
take suitable steps towards this end. The respresen
tatives of the Ministries have agreed to rationalise 
the present design organisations. 

Public undertakings have not yet fixed a norm for 
determining the strength of their construction staff. 
The present ad-hoc basic of recruiting such staff is 
not satisfactory. There is need for a careful review 
of the construction staff requirements in the public 
undertakings and fixing a suitable norm therefor. 
The Committee recommend that Government should 
look into this matter and have the necessary review 
made. 

Public undertakings have generally resorted to item
rate contracts. The entering into contracts on this 
basis indicates that the details and quantities of works 
required to be executed have not been worked out. 
It is recognised that the lump sum contracts are the 
best. The Committee recommend that the public 
undertakings should enter into contracts on lump 
sum basis as far as possible. 

The acceptance of tenders other than the lowest and 
award of contracts without calling for tenders, is 
not usual and is open to criticism. Such cases 
should be few and far between. All such cases 
should be reported to the Board of Directors for their 
review. The Committee recommend that Govern
ment should issue necessary instruction to the public 
undertakings in this regard. 
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There have been a large number of cases in public 
undertakings in which the value of contracts has been 
increased after they were awarded. The upward 
revision in the value of contracts in such a large num
ber of cases is another instance of inadequate attention 
being paid by the public undertakings to the planning 
and Ptogramming of works.. They indicate that the 
works have been rushed through. This not 
only results in wastage but also tends to vitiate the 
very basis of the contract system. The Committee 
recommend that as far as possible all the detailed 
plans and specifications should be worked out by 
the public undertakings before the award of a 
contract. 

There have been unusual provisions in the contracts 
entered into by certain public undertakings with the 
contractors. The grant of such unusual facilities 
to the contractors has implications on the cost of a 
project. It is also open to public criticism. It is 
therefore desirable that terms and conditions of 
contracts should be broadly standardised for guidance 
of the public undertakings. Any variations in the 
standard terms after they have been prescribed should 
be brought to the notice of the Boards of Directors 
for review. 

The Committee regret to observe that the land require
ments for factories in most of the public under
takings have not been assessed in a proper and systema
tic manner. Too much margin has been kept for 
expansion and fairly large areas in excess of require
ments have been acquired and are lying unutilised. 
In the case of three steel plants alone, such areas are 
as much as 21,154 acres. 

The Ccmmittee are constrained to observe that neither 
Government nor the public undertakings have given 
proper attention to the efficient and economical use of 
land in the townships. The layouts of the townships 
are sprawlin~ resultlOg in high expenditure on roads, 
streets, light 109, transport, sewerage and maintenance, 
apart from hampering agricultural production by 
keeping the land unutilised. Had the norm of a 
minimum of nine dwelling units per acre been followed 
from the beginning, as has now been suggested by 
by the Committee on Plan Projects, about 6,500 
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acres of land could have been saved at Sindri and 
Nangal alone. It is surprising that even after the 
Report of the Committee on Plan Projects was 
published in 1963, no attempt was made by Govern
ment to ensure that the recommendations made 
therein were followed by the public undertakings in 
actual practice. The Committee recommend that 
Government should issue instructions to the public 
undertakings to adhere to the norms laid down in 
the Report of the Committee on Plan Projects. The 
Committee further suggest that the feasilibity of 
constructing multi-storeyed buildings by the public 
undertakings should also be considered. 

The acquisition of land in excess of requirement 
and its subsequent surrender at a loss by certain 
undertakings (like Nangal Fertiliser plant) is another 
example of waste and lack of proper care and plan
ning. In many other projects excessive land has 
been acquired and is lying unutilised. It needs 
no emphasis that the land requirements should 
be initially determined in a proper and planned 
manner after taking into account the immediate 
needs as well as keeping a suitable margin for fo~ 
seeable expansion of plants and townships, needs 
of anciJa;u"y industries, if any. The Committee 
recommend that Government should lay down 
suitable guiding principles for proper assessment 
of land requirement for publk sector projects without 
any delay. 

The Committee feel that in view of the food shortage 
in the country it would be desirable if the land which 
has been acquired for expansion and is not being used. 
is leased out temporarily for cultivation. Such an 
arrangement would provide some income to the 
undertakings, besides augmenting agricultural pro
duction. When leasing out such land preference 
should be given to persons displaced from that area. 

The Committee regret to observe that though delays 
and difficulties in land acquisition have been a re
curring feature with the public undertakings for a 
long time, Government have not taken expeditious 
action to remedy them. The problem calls for 
fresh studies in the light of the actUal experience 
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of the public undertakings and in co-operation with 
the State Governments. They trust that the Thacker 
Committee will streamline and simplify the pro
cedures so as to obviate delays and difficulties in 
this regard in future. The advisabilty cf the Cen
tral Government or the State Governments first 
acquiring the land for themselves and then trans
ferring it to public undertakings or leasing out on 
a long term basis may also be examined. 

The estimates regarding the cost of land given by the 
State Governments in the beginning have proved 
to be very low. After the decision to locate a 
project had been taken the prices had increased dt:e 
to various reasons. This not only led to acqui
sition delays but also increased the cost of projects. 
It is therefore necessary to undertake a study of 
land costs in various projects and find ways and means 
by which the prices could be limited to a ceiling in 
the beginning. It may also be desirable to rectify 
the present lacunae in the existing law regarding 
appeal by the project authorities against the award 
of the Land Acquisition Officer. The representa
tives of the Ministries have agreed to undertake 
the necessary study and place the difficulties before 
the Thacker Committee. 

49 167-168 There have been deviations from the original assu
rances given by State Governments in regard to 
land, power, water etc. in respect of a number 
of projects. It appears that departures from ori
ginal assurances may have been due to lack of clear 
understanding with the State Governments. It is 
therefore necessary that all the terms regarding land, . 
water, power, etc. should be clearly settled at the 
time of determining the location of the projects. 

so 171 The Committee, while appreciating the difficulties 
regarding rehabilitation of families displaced by 
acquisition of land for the projects, feel that once 
the compensation for the land has been paid the 
projects should not be burdened further on that 
account. If any additional expenditure becomes 
necessary on rehabilitation it should be borne 
by the Central or the State Governments. They 
would recommend that some guiding principles 
should be laid down by Government in the matter. 

They would however urge that while recruiting 
persons for posts in the lower categories in the pub-
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lic undertakings preference should be given to 
persons displaced from the areas acquired for the 
projects. 

The Committee note that cost reduction units have 
not been set up by most of the public undertakings. 
They were infonned by the representatives of the 
Oil & Natural Gas Commission, Fertiliser Corpora
tion of India and Hindustan Steel that the Ministries 
concerned did not bring the suggestions made by 
the Planning Commission to the notice of the 
undertakings. The Committee recommend that 
Government should issue necessary instructions now 
and ensure their implementation. 

It is regrettable that while large amounts of money 
are being spent on Building Research in the country, 
no serious attempt has been made by the public 
undertakings to apply the results of research in their 
construction works. It was not enough to have left 
it to the individual undertaking to contact the 
research organisations as they would be hesitant to 
initiate the new techniques. The Committee 
consider that Government should have taken the 
initiative and ensured that the results of research 
were put into practical use by the public undertakings. 
They trust that this will now be done by Government. 

As model employers, it is necessary for the public under
takings to provide housing, medical, educational and 
other facilities for their employees, particularly in 
places where such facilities are not available. But 
the examination has revealed that much avoidable 
expenditure has been incurred in providing these faci
lities and there is scope for economy in this regard. 
In the absence of proper norms and standards, the 
scales of accommodation have been on the high side. 
Expenditure on utility services anJ other facilities has 
been lavish. The layuuts of the townships are sprawl
ing resulting in high expenditure on water, power, 
sewerage, roads and maintenance. In many cases 
houses have been built in excess of requirements. 
Business prudence required that the construction of 
townships should have been phased and related to the 
actual needs as they arise from time to time. Most 
of the undertakings have not availed of the financial 
assistance from the State Governments and other 
specialised agencies for their housing, educational and 
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medical facilities which would have considerably 
reduced their burden. The Committee are constrained 
to observe that the public undertakings have not been 
adequately cost-conscious. 

The Committee are concerned to note that delays and 
difficulties in the construction of factory buildings 
and other civil works continue to recur in most of the 
public undertakings. If the experience in the 
execution of projects for more than a decade had been 
pooled, it should have been possible to plan the pro
jects better and execute them speedily and economi
cany. Unfortunately this has not been done. There 
is also no indication that these aspects of the public 
undertakings are receiving adequate attention. The 
instructions issued by the Ministry of Finance in 1960 
regarding hOUSing standards in public sector projects 
were not followed. The valuable suggestions in the 
Reports of the Committee on Plan Projects and in the 
Third Five Year Plan itself aimed at economy and 
efficiency in constrUction remain largely unimplemen
ted. The Committee feel that a stage has come when 
Government should pool the experience gained, issue 
suitable instructions to the public undertakings and 
ensure their implementation. 
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