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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 Seventeenth Report on the Travancore Cochin
Chemicals Ltd. Udyogamandal (Kerala State).

2. On a suggestion from the Governor of Kerala, the Speaker
directed on the 18th December 1965 that the Committee on Publie
Undertakings might examine the working of the State-owned Public
Undertakings in Kerala. The Committee accordingly decided to
examine the working of State Government Companies in Kerala in
general and of the following seven in particular:—

(1) Travancore Titanium Products Ltd., Trivandrum;

(2) Travancore Cochin Chemicals Ltd., Udyogamandal;
(3) The Plantation Corporation of Kerala Ltd., Kottayam;
(4) The Trivandrum Rubber Works Ltd, Trivandrum;

(5) Kerala Ceramics Ltd., Kundara;

(6) Kerala Premo: Pipe Factory Ltd., Trivandrum; and

(7) Traco Cable Co. Ltd., Ernakulam.

3. The Report is based on the examination of the working of
Travancore Cochin Chemicals Ltd. upto the year ending 31st March,
1965. The Committee took the evidence of the representatives of the
company and the State Government Officers concerned on the 3rd
February 1966, at Trivandrum. The Report was adopted by the
Committee on 10th March, 1966,

4. The Committee wish to express their thanks to the officers of
the Kerala State Government and the Travancore Cochin Chemicals
Ltd. for placing before them the material and information that they
wanted in connection with their examination.

‘NEw DELHI; D. N. TIWARY,
Chairman,
11th March, 1966. Committee on Public Undertakings.

Phalguna 20, 1887 (S).
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I
INTRODUCTORY

The Travancore Cochin Chemicals Ltd. at Udyogamandal near
Alwaye is one of the major caustic soda producing units in the
country. It was incorporated as a company in 1951. The original
sponsors of the company were M/s. Seshasayee Brothers (Travan-
core) Ltd. and who were the Managing Agents till the 15th August,
1960. When the Managing Agency system ceased on that date, the
XKerala State Government took over the management of the com-
pany.

© 2. The authorised capital of the company is Rs. 2°5 crores and
the present paid up capital is Rs. 1,24,09,100. The major share-
‘holders are the Government of Kerala (Rs. 80 lakhs), M/s. F.A.C.T,
Alwaye (Rs. 34,09,100), and M/s. Mettur Chemical and Industrial
‘Corporation Ltd. (Rs. 10 lakhs).

3. The factory produces caustic soda, chlorine, Hydrochloric acid,
Bleach liquor, sodium hydrosulphite and sodium sulphide.

4. The factory went into commercial production in 1954 with an
initial capacity of 20 tonnes of caustic soda and 17'5 tonnes of
chlorine per day. Subsequently the capacity was raised to 40 tonnes
of caustic soda. Additional plants for the production of 3 tonnes of
sodium hydrosulphite per day and 4:2 tonnes of 62% iron free
sodium sulphide per day have been added in subsequent years,
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CHLORINE

5. Audit had stated that the company imcurred a loss of Rs. 11-09
lakhg during the year 1963-84 by selling Hydrogén Chloride gas an&
Hydrochloric acid at rates lower than their costs.

6. The company had entered into a 6 year contract with M/s.
Hindustan Insecticides Ltd., Udyogamardal, for the supply of chol-

rine at Rs. 250/- M.T. as against the actual cost of production of
Rs. 430/- during 1963-64.

7. Chlorine is a by-product in the manufacture of caustic soda.
The Committee understand that 85 tonnes of it is produced for every
100 tonnes of caustic soda. The demand for chlorine in the country
was approximately two-thirds of the total production. This had
resulted in most of the manufacturers selling ¢hlorine at rates lower
than the cost of production and in some cases it was disposed of
without any realisation. In fact, the surplus chlorine in 1967 was
expected to be 90,000 tonnes in the country. There is however no
loss actually to the company on this account. The pricing of caustic .
soda is done in such a way that the cost difference on chlorine is
added on it. The loss on chlorine is therefore only a theoretical
loss. The Tariff Commission in their Report on the Caustic soda
industry in 1964 had dealt with this problem of the industry. The
Commission had recognised that cost of chlorine was an inevitable
burden which caustic soda had to bear.

3. The TCC used to sell the cholrine to M/s. Hindustan Insecti-
cides @Rs. 142|- per tonne till 1963 when they revised their con-
tract and raised the price to Rs. 250/- per tonne. The reason for
entering into a long term contract was that they would have a stand-
ing customer, which was an advantage, as chlorine was likely to
operate on a buyers’ market for some years to come. This action of
TCC appears to be justified under the circumstances.

9. As production of caustic soda is being increased from 40 tonnes
to 100 tonnes per day in July 1966, the production of chlorine will
also increase correspondingly. For the future, the factory has plans
to expand from 100 tons to 250 tonnes when the production of

2



_of exporting both liquid chlorine and chlorine based products. As
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cldorine will be of the order of 220 tonnes per day. It is obvious
that unless the factory is able to dispose of chlorine at cost price,

the cost of production of caustic soda will continue to be artificially
loaded with some of the cost of chlorine.

10. The Tariff Commission had suggested two solutions for this

problem. One was for the company to start chlorine based indus-
tries as ancillary units. The second was to explore the possibilities

regards the second possibility, the Committee were informed that
liquid chlorine and hydrochloric acid could be exported but lack of
containers was a big handicap.

-

11. As this is an all-India, problem, the Committee would desire
the Government of India to study it in detail. With the develop-
ment of the iron and steel industry, it should be possible to manu-
facture the necessary containers in this country.

12. The Tariff Commission had also recommended that it would
be desirable to offer export incentives inclusive of freight conces-
sions. The Committee would also urge the Government of India to
give due consideration to this aspect. The Tariff Commission had
correctly stated that “considering the size of surplus expected in
the near future, it is evident that every effort should be made to
accelerate the utilisation of chlorine now going to waste”. As the
price of liquid chlorine will be lower than the cost price, the export
price can be equated to the international price as the manufacturers
will still be gaining something.

13. Being located near a major Port, the TCC has apparently an
advantage over other manufacturers in so far as they can save on
the freight for transport to the Port. The Committee hope that the
company will make all efforts to export liquid Chlorine.

14. As regards the other suggestion of the Tariff Commission to
locate an ancillary industry to manufacture chlorine based pro-
ducts, the Committee hope that serious consideration will be given
to this matter by the State Government. Private industrialists may
be offered incentives and necessary facilities for starting chlorine
based industry at Alwaye or near-asbout or else, TCC itself may
think of starting an ancillary unit after carrying out economic
feasibility studies.
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15. The Committee feel in this context that it would bé possible

to build up an export oriented industry as for instance the manu-
facture of benzene hexachloride. There should be other such chloride

-based products which have good export possibilities. The D.G.T.D.
and the Ministry of Commerce might make a study of this matter in

consultation with. other manufacturers.
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RAW MATERIALS

16. Mercury is an essential raw material in the manu- Mercury
facturing process. This has to be imported and it is
understood that due to world shortage, the international
prices are soaring. In fact, the price has gone up from
£62 per flask of 34:5 kgs. to £212 per flask in the course
of the last two years. Besides the high costs, the problem
of procurement is also causing anxiety to the Company.

17. Mercury used to be imported directly by the Com-
pany but now imports are channelled through the S.T.C. .
The Company is, therefore, dependent on the S.T.C. for
supplies and as there are no firm commitments by S.T.C.
the company is perturbed over the matter.

18. For starting the new 60 tonne plant the factory
requires 2150 flasks of Mercury. They have so far obtain-
ed only 1040 flasks and hope to get the additional 1110
flasks from S.T.C. at an early date. Delay in supplies
would correspondingly defer commissioning of the new
plant.

19. The Committee hope that the S.T.C. will appreciate
the urgency of the requirements and arrange for im-
mediate import of necessary quantity of mercury for the
T.C.C. In fact the Committee would also suggest, in view
of the soaring world prices, that the S.T.C. imports suffi-
cient quantities of mercury to enable adequate stockpile

in the country.

20. Another matter which was brought to the notice of
the Committee was that since the S.T.C. imported the
mercury to Bombay, the Company has to pay 1-1/8% addi-
tional freight plus insurance from Bombay to Cochin as
compared to direct shipments to Cochin as was done pre-
viously. Besides. the import via Bombay involved the
payment of Bombay Sales Tax of 5%. These additional
expenses were besides the commission payable to the

S.T.C
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21. The Committee feel that this additional burden to
the Company should be lessened to the extent possible.
It is suggested that the S.T.C. may import mercury re-
quired for the T.C.C. directly to Cochin instead of import-
ing it to Bombay, and latér shipping it to Cochin.

22. In the meantime, the Committee hope that the
Company will take all measures to reduce ‘the consump-
tion of mercury, graphite and other imported raw ma-
terials. It might be useful for the Company to compare
their consumption figures with other caustic soda manu-
facturers using the same process.

-23. The factory requires black plain sheets 24 G and
26 G for the fabrication of drums for packing caustic soda
(solid and flakes). The Committee were informed that
an order was placed on the Hindustan Steel Limited,
(Rourkela Steel Plant), for 310 tonnes of black sheets in
1961 to 1963 and out of this order 158 tons were yet to be
supplied. Because of short and irregular supplies the com-
pany had to resort to imports under the D.L.F. plan to
stave off the crisis.

24. The Committee understand that the Rourkela Steel
plant is unable to meet the demands of black sheets in the
country and that it has not been possible for the Plant to
effect regular supplies of sheets to the T.C.C. because of the
low priority accorded by the Steel Priorities Committee to
the caustic soda industry. The Committee, however, consi-
der it a matter of regret that foreign exchangz should be
wasted on importing these sheets when our steel industry
has grown to considerable dimensions and is capable of
producing them. The Committee suggest that the H.S.L.
should find ways and means to manufacture adequate quan-
tities of black sheets to meet the requirements of the
country. ' i

25. While enquiring into the shortfall in the produc-
tion of Sodium Hydrosulphite in 1964-65 when only 575
tonnes was produced as against a rated capacity of 900
tonnes, the Committee learnt that sulphur dioxide which
is supplied by the neighbouring F.A.C.T. was not received
in sufficient quantities. Sulphur dioxide is an essental raw
material in the manufacture of sodium hydrosulphite.
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26. F.A.C.T. are shareholders in the T.C.C. and should
have taken adequate precaution to ensure that the sup-
plies of sulphur dioxide to the T.C.C. were made in ac-
cordance with the requirements. The Managing Director
stated in his evidence before the Committee that the
F.A.C.T. had undertaken to effect uninterrupted supplies
in future. The Committee would suggest that this assur-
ance should be reduced to an agreement in writing with
suitable penalty provisions.



v
COST OF PRODUCTION

27. The Committee were informed that the price at
which caustic soda was sold by the Company was Rs. 740/-
per tonne. The prices of most manufacturers in the coun-
try were more or less this figure. Compared to this the
landed cost, without duty, of imported caustic soda was
Rs. 477/- per tonne. The difference is considerable and
the tariff protection to the industry is 70% ad valorem
(preferential) and 80% ad valorem (Standard) exclusive of
the surcharge and countervailing excise duty for imports.

28. Apart from the cost of Chlorine, discussed earlier,
there are several avenues for cost reduction to which the
company should pay close attention.

29. Audit had mentioned in para 81 of their report for
1965 that a work study and job evaluauon was conducted
by a private firm of management consultants in 1963 and
that thev had submitted several suggestions fo1 changer
in the method of production and reduction of surplus staff
the implementation of which, would have resulted in an
annual saving of Rs. 5.63 lakhs. Though the report of the
consultants was submitted in November 1963 and it had
cost the company Rs. 38,250/-, nothing substantial had
been done by the Company to implement the proposals
made therein,

30. The Committee were informed that out of the
Rs. 5:63 lakhs, Rs. 1:5 lakhs represented savings as a
result of standardisation of the hydrosulphite strength and
about Rs. 2.3 lakhs on account of staff reduction. Staff re-
duction could not be effected as the recognised Union had
split into two in 1964 and one of them had filed a writ in
the High Court and obtained a stay order. The Manage-
ment was therefore helpless in negotiating with the
Unions in fixing standard norms of work and establishing
the total surplus labour.

8
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31. The Committee would like to draw the attention of
the Management to the necessity of fixing quickly the
norms of work and laying down the staff strength for the
expansion stage in accordance with these norms. If such
an action is not taken now, the company will be faced with
larger surplus staff after the expansion when it will be
impossible to absorb them. !

32. As for changes in the production methods with a
view to reducing costs, the Committee were informed that
several improvements had been made, mostly by the
Plant itself with equipment fabricated in its own work-
shop. For exaniple, improvements had been carried out
in the ovens, burners, cooling system etc. of the Hydro-
chloric acid planf, and in the chlorine liquefaction plant,
the brine plant and the Hydrosulphite plant. This is en-
couraging. The Committee would suggest that suitable
rewards be paid for such suggestions as are accepted and
that an amount be set apart for this purpose in the Budget.

33. The Committee were informed that the following
measures were being contemplated for reduction of
costs : —

1. The new 60 tonne plant for manufacture - of
caustic soda was designed in such a way as to
reduce operational overheads,

2. Various ‘measures are being taken to modernise
the old cell plant and increase its working effi-
ciency.

3. The installation of a new Silicon Rectifier has
improved the current efficiency.

4. Manual unloading of salt at the companys’ jetty
is proposed to be mechanised by the installation
of overhead cranes and conveyors so as to avoid
material handling delays and reduce loss of salt
in transport due to spillage etc.

5. The new 7 tonnes Hydrosulphite plant which
has been ordered uses the zinc process. This



IO

will reduce considerably the cost of  production
of this product, since the zinc in the process is
recovered and has a resale value.

34. The Committee hope that besides these measures,
the company will always explore possibilities of cost re-
duction and implement concrete proposals as soon as they
are accepted. As regards the installation of mechanical

handling facilities at the jetty, the Committee hope that
action will be exrpedited.

35. There is a great necessity to reduce costs because of
the further difficulties of selling the extra Chlorine that
will be produced after expansion. In this connection the
Committee were not satisfied with the methods of costing
done at the company. The Management should get more
frequent cost and material consumption reports to show
how costs on each item were working out so that variations
are taken care of promptly. Besides, such break-up of costs
into their elements will enable the Management to tackle
individual costs separately and take necessary measures
for cost reduction. The Managing Director of the company,
during his evidence before the Cominittee admitted that
the cost accounting system was capable of being streamlin-
ed to be more beneficial to the Management. The Com-
mittee desire that prompt action be taken in this direction.
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EQUIPMENT

36. An 8000 KVA Oerlikon transformer was installed by Dawag eof

the company in October, 1961 at a cost of Rs. 3 lakhs. Be-
sides this transformer, the factory has 3 other smaller trans-
formers, totalling a load of 8000 KVA.

37. On 13th May, 1962, the 8000 KVA Oerlikon trans-
former was struck by lightning. Swiss engineers came to

India for repairing it and the transformer was recommis--

sioned on 15th December, 1962, at a cost of Rs. 46,700.

38. On 25th December, 1964, almost under similar con--

ditions, the transformer was struck by lightning again. A
Swiss engineer from the suppliers inspected the transfor-

mer but he could not repair it. In a report submitted on.
23rd June, 1965, the Swiss firm stated that it was necessary"

to make changes in the design to safeguard against repeated

failures of this nature and as such it was necessary to under--

take the repairs at the factory in Switzerland. The cost of
repair itself was Sw. Frs. 52,540 besides the to and fro
freight, inland transport in Europe, other handling and in-
surance etc., bringing the total foreign exchange expendi-
ture to Rs. 88,000, for the release of which application has
been made to the Government of India.

39. The Committee were informed that the T.C.C. had
made an application to the Government of India in Sep-

tember, 1865 for release of the necessary foreign exchange..

Till February, 1966, this sanction had not been received.
40. The damage to this transformer has affected produc-

tion considerably. During the power cut, the power made-

available, being based on average consumption, was less
than what would have been available had the transformer
been working. The total loss in production due to the
break-down of the transformer was as follows:—

Caustic soda 2,000 tonnes
Chlorine 1,600 tonnes
Sodium Hydrosulphite 300 tonnes

II

Trangformers. .
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41. In terms of money, it meant a net loss of Rs. 40,00,000
in production and Rs. 5 lakhs in profits,

42, Caustic soda is in short supply in the country and
imports are being effected to meet the country’s growing
demands. The equivalent of 2,000 tons of imports means a
drain of foreign exchange of Rs. 10 lakhs.

43. The Committee are not very happy over this matter,
Jjudging from the facts available. Firstly, for a transfor-
mer to get damaged by lightning is a rare occurrence as
such equipment is usually fitted with proper lightning
arresters. Assuming that such an accident did happen, the
law of preobability is against a second occurrence unless the
fault lay in the equipment itself. That the manufacturers
have suggested an alteration in the derign in crder to safe-
guard against such accidents is a pointer to the fact that
the equipment was defective or it wag installed without
taking sufficient precautions against lightning. It s appa-
rent that the T.C.C. had not made an enquiry into this

-matter. The Company should however get the equipment
thoroughly checked by an expert after the transformer has
been repaired and satisfy itself that adequate precautions
against damage by lightning have been provided for. In
the meantime an expert should be asked to check the three
other transformers as regards their location and vulnera-
bility to lightning.

44. The second matter arising from this case is the delay.
In February, 1966 almost 14 months had lapsed since the
transformer had gone out of commission and yet there was
nothing definite about the date when it would be reinstal-
led after repairs. The foreign exchange had not been re-
leased. The necessary export-import licence had to be pro-
cured and the shipment arranged. At the present rate of
progress, it appears that the company would not be able to
instal the transformer till the end of the year, by which
time 2 years would have passed, or in terms of production,
a loss of Rs. 80 lakhs and Rs. 10 lakhs in profits.

45. The Committee hope that the Government of India
will expedite such cases. Such requests for foreign ex-
.change should be balanced with the cost of imports requir-
-ed because of lack of internal production resulting from the
want of some minor repair of equipment. Release of foreign
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exchange in such cases should get top most priority and
the cases should be dealt with expeditiousiy. Procedures
of this nature should be streamlined so that industrial pro-
duction does not suffer which in turn results in spending
large amounts of foreign exchange on imports to make up
for the loss of production at home.

46. The factory has a Sodium Hydrosulphite Plant with
a daily rated capacity of 3-1 tonnes. For every tonne of
Sodium Hydrosulphite manufactured, 2“3 tonnes of high
purity salt are required, which means an annual consump-
tion of 2,400 tonnes. This salt is being obtained from Mi-
thapur at about Rs. 300 per tonne. In other words, the cost
incidence on one tonne of sodium hydrosulphite on
account of salt is Rs. 690. This high purity salt can be
recovered from the waste liquor thrown out after the manu-
facture of Hydrosulphite if a Salt Recovery Plant is instal-
led. Apart from the fact that this recovery of waste will
considerably reduce costs, the factory is facing the prob-
lem of inadequate and irregular supplies of salt from Mitha-
pur which difficulty would be overcome.

47. The salt recovery plant is expected to cost Rs. 8:56
lakhs and is to be imported from Switzerland. Though an
application for import was submitted in January, 1964, the
Company has not received any import licence yet. The
Company learns that the Government of India have includ-
ed this item in the new Swiss credit and that the import
licence is likely to be issued shortly.

48. The Committee hope that it would be possible to
import this machine early and instal it at the fatcory. In
this connection the Committee feel that due attention has
not been paid to the matter of recovery of waste products
when installing chemical factories. Though a waste
recovery plant might not be a necessary adjunct, it has to
be realised that the cost of recoverable wastes is loaded
on the cost of the main product. A cost conscious factory
would do every thing possible to reduce costs and wastage
to the minimum. While planning the sodium hydrosulphite
plant itself, the salt recovery plant could have been pro-
vided. ' | .

Salt re-
covery
Plant.
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49. The Committee found that the question of recovery
from waste had not been tackled in the Titanium Products
Factory also at the appropriate time. The Committer hope
that in future, the companies will be conscious of this im-
portant matter and provide. for recovery of waste products
while making the initial planning.
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RESEARCH

50. The factory does not have any research laboratory of its own.
‘There is a small laboratory which is used for quality control. The
Committee were informed that it was intended to start a Research
and Development Unit in the factory.

51. There are many chemical factories in the public sector in the
Udyogamandal area, e.g., the F.A.C.T,, the Indian Rare Earths Ltd,,
the D.D.T. Factory, the T.C.C.; etc. It should be possible to organise
a very good Research and Development Centre at Udyogamandal
which will cater to the needs of all the public sector factories in that
area. If desirable, this Centre could have specialised wings to cater
to the particular needs of each factory. It could also provide a good
technical library with foreign technical journals and books. The
total cost of such a Centre could be apportioned between the factories.

52. The advantage of such a common Research Centre would
mainly be its size and the facilities that it will provide. If each fac-
tory were to have a laboratory of its own, its size has naturally to be
limited. A common research centre could be better equipped and
provide pilot plant facilities when it grows.

53. It might be possible to interest the University of Kerala in this
venture and provide facilities for research in chemistry at this Centre.
Apart from reducing costs, research could be carried out on projects
in which the factories are interested.

54. The Committe would also, in this connection stress the need
for greater coordination between the various chemical factories in the
public sector at Udyogamandal. For example, it might be possible
to have a 'big common workshop to cater to the needs of all the
factories. There could also be periodical Seminars of technical per-
sonnel in the form of a discusston forum where technical problems
could be discussed with a view to encourage thinking on individual
problems outside the organisation.

15



Borrowin.
Poters

vil
FINANCE AND ACCOUNTS

55. Under Article 45 of the Memorandum and Articles of
Association of the Company, the Board of Directors has
absolute powers in regard to borrowings. It was stated
during evidence that no reference need be made by the
Company to Government in regard to this matter. How-
ever, Government exercised its influence in an indirect
manner. The Board of Directors had a majority of Gov-
ernment nominees on it and when the Directors received
notice of the business coming up before a Board they
initiated a file on the subject, ascertained the views of the
Departments concerned and even consulted the Minister
in regard to the line of action to be adopted. At the Board
meetings the Government nominees then spoke with one
voice.

56. The Committee doubt if this is the correct procedure
to follow. At a Board meeting, the pros and cons of a sub-
ject are discussed and perhaps the Managing Director
explains why it is desirable to follow the suggested course
of action in the interest of the Company. Based on their
experience and the general policy followed by the Govern-
ment, the Government Directors would reach a certain
conclusion at the Board meetings and a majority decision
will be taken. The practice of taking a decision before
hand by Government, as is the case at present, has the
disadvantage that differing views are not formulated or
clarified before the conclusions are reached. Secondly,
the commercial interests of a company might be compelling
enough to justify a course of action which a Government
Department might not be able to appreciate because of a
conservative financial outlook, which is inherent in the
system. This being so, the Committee feel that the present
procedure of indirect influence by Government by taking a
decision before a Board’s meeting is not in the best inter-
-ests of the Company. N

57. The Committee suggest that instead of granting
absolute vowers to the Board of Directors in respect of
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borrowings, the Articles of Associaton might bz amended
to provide a maximum limit beyond which Government’s
sanction would be required. In their application for such
sanction the company could state their case fully to enable
Government to come to a decision.

58. The Committee have not examined the cases of other
State Government Companies in this matter, but if they
are identical, uniform provision can be made for all of
them.

59. The Committee enquired into the following matters Observations
mentioned by the Company Auditors in their supplemen- %.Gmtew
tary report (Vide Audit Report 1965, para 81, p. 101).

(i) There is nothing on record defining the duties
and responsibilities of various officers in regard

to the maintenance of accounts.

(ii) There is no regular internal audit system and
the present system of internal check does not
appear to be satisfactory.

(iii) Adequate financial provision has not been made
for the maintenance of plant and machinery.

60. As regards (i) above, the Committee were informed
that the exact functions of the various officials concerned in
regard to accounts have now been laid down in writing
and that these orders had been incorporated in a Manual
which was shortly to be published. The Committee were
also informed that the senior-most officer incharge of
finance and accounts in the Company was the Secretary
and that he was a qualified Chartered Accountant.

61. The Committee hope that the Manual will rectify
the shortcomings pointed out by the Company Auditors.
It is desirable that the powers, duties and obligations of
every concerned official in regard to financial matters
should be defined in writing. This is necessary not only
in the interests of efficiency and smooth functioning of the
organisation but will enable the firing of responsibility for
each act of commission or omission. Audit also will have
a clear picture of the financial powers and responsibility at
each level and this will enable them to come to correct
conclusions relating to the propriety or otherwise of finan-
cial transactions. The Committee would suggest that
Government should see that a model comprehensive
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Manual is prepared and made 'applicable to all the public
-undertakings of the State, | i

62. As regards internal audit, the Committee were in-
formed that there was an internal checking system though
it was not called internal audit. The Managing Director
informed the Committee that it was proposed to completely
reorganise the procedure in this regard and he hoped that
‘it would be done within a year.

63. The Committee do mot understand why it should
take one year to organise a good internal audit system in
the Company. The Management could study the procedure
in a company where such a system is working efficiently
and then attempt to copy it with the required modifica-
.tions. This could be accomplished within a few months,

64. The Committee enquired into the question of pro-
vision of funds for maintenance of plant and machinery
and found that Rs. 6:25 lakhs had been provided for this
purpose in 1964-65 out of which Rs. 5'44 lakhs had been
spent. For 1965-66, a sum of Rs. 8'8 lakhs had been pro-
vided, the addition being due to the fact that the machinery
was getting older and required greater attention. The
‘Committee were informed that preventive maintenance
work was done though there were no schedules drawn up
for this work. There were a few breakdowns and the
-causes were usually investigated and preventive action

taken.

65. The Committee would suggest that a regular main-
tenance schedule should 'be drawn instead of doing this
work on an ad hoc basis,

New DEeLHI; D. N. TIWARY,
March 11, 1965. Chairman,
“Phalguna 20, 1887 (S). Committee on Public Undertakings.




APPENDIX

Summary of conclusions/recommendations of the Committee
on Public Undgrtakings contained in the Report.

S. No. Ref. to para
No. in the

Report

Summary of conclusions /
recommendations.

2

2

3

7-8

I0-13

By selling chlorine at less than the cost of
production there is no loss actually to the com-
pany. The pricing of caustic soda is done in
such a way that the cost difference on chlorine
is added on it. The loss on chlorine is therefore
only a theoretical loss. The reason for entering
into a long term contract was that they woul
have a standing customer, which was an advant-
age, as chlorine was likely to operate on a buy-
ere’ market for some years to come. This action
of TCC appears to be justified under the cir-
cumstances.

(1) As regards the possibility of exporting
chlorine the Committee were informed that
liquid chlorine and hydrochloric acid could be
exported but lack of containers was a big handi-
cap. As this is an all-India problem, the Com-
mittee would desire the Government of India
to study it in detail. With the development of
the iron and steel industry, it should be possible
to manufacture the necessary containers in this

country.

(i) The Tariff Commission had recommend-
ed that it would be desirable to offer export in-
centives inclusive of freight concessions, The
Committee would also urge the Government of
India to give due consideration to this aspect.
As the price of liquid chlorine will be lower
than the cost price, the export pri~e can be
equated to the international price as the manu-
factures will still be gaining something.

(iii) Being located near a major Port, the
TCC has apparently an.advantage over other
manufacturers in so far as they can save on the
freight for transport to the Port. The Commit-
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3

5

14-15

19

20-21

tee hope that the company will make all efforts
to export liquid Chlorine.

(i) As regards the suggestion of the Tariff
Commission to locate an ancillary industry to
manufacture chlorine based products, the Com-
mittee hope that serious consideration will be
given to this matter by the State Government.
Private industrialists may be offered incentives
and necessary facilities for starting a chlorine
based industry at Alwaye or near-about or else,
TCC itself may think of starting an ancillary
unict1 after carrying out economic feasibility
studies.

(ii) The Committee feel that it would be pos-
sible to build up an export oriented industry as
for instance the manufacture of benzene hexa-
chloride. There should be other such chloride
based products which have good export possibi-
lities. The D.G.T.D. and the Ministry of Com-
merce might make a study of this matter in
consultation with other manufacturers,

The Committee hope that the S.T.C. will
appreciate the urgency of the requirements and
arrange for immediate import of necessary
quantity of mercury for the T.C.C. In fact the
Committee would also suggest, in view of the
soaring world prices, that the S.T.C., imports
sufficient quantities of mercury to enable ade-
quate stockpile in the country.

It was brought to the notice of the Commit-
tee that since the S.T.C. imported the mercury
to Bombay, the Comgany has to pay 1-1/8 per
cent additional freight plus insurance from
Bombay to Cochin as compared to direct ship-
ments to Cochin as was done previously. Be-
sides, the import via Bombay involved the pay-
ment of Bombay Sales Tax of 5 per cent. These
additional expenses were besides the commis-
sion payable to the S.T.C. The Committee feel
that this additional burden to the Company
should be lessened to the extent possible. It is
suggested that the S.T.C. may import mercury
required for the T.C.C. directly to Cochin in-
stead of importing it to Bombay, and later ship-
ping it to Cochin.
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10

22

24

28

3I

The Committee hope that the Company will
take all measures to reduce the consumption of
mercury, graphite and other imported raw mate-
rials. It might be useful for the Company to
compare their consumption flgures with other

caustic soda manufacturers using the same pro-
cess.

The Committee understand that the Rourkela
Steel Plant is unable to meet the demands of
black sheets in the country and that it has not
been possible for the Plant to effect regular
supplies of sheets to the T.C.C. because of the
low priority accorded by the Steel Priorities
Committee to the caustic soda industry. The
Committee, however, consider it a matter of
regret that foreign exchange should be wasted
on importing these sheets when our steel indus-
try has grown to considerable dimensions and is
capable of producing them. The Committee sug-
gest that the H.S.L. should find ways and means
to manufacture adequate quantities of black
sheets to meet the requirements of the country.

The F.A.C.T. are shareholders in the T.C.C.
and should have taken adequate .precaution to
ensure that the supplies of sulphur ‘dioxide to
the T.C.C. were made in accordance with the
requirements. The Managing Director stated in
his evidence before the Committee that the
F.A.C.T. had undertaken to effect uninterrupted
supplies in future. The Committee would sug-
gest that this assurance should be reduced to

an agreement in writing with suitable penalty
provisions.

Apart from the cost of Chlorine, there are
several avenues for cost reduction to which the
Company should pay close attention.

Though the report of the Management Con-
sultants was submitted in November 1963 and
it had cost the company Rs. 38,250, nothing sub-
stantial had- been done by the Company to im-
plement the proposals made therein. The Com-
mittee would like to draw the attention of the
Management to the necessity of fixing quickly
the norms of work and laying down the staff




22

11

12

13

14

32

34

35

43-45

strength for the expansion stage in accordance
with these norms. If such an action is not taken
now, the company will be faced with larger sur-
plus staff after the expansion when it will be im-

‘possible to absorb them. :

The Committee would suggest that suitable re-
wards be paid for such suggestions as are
accepted and that an amount be set apart for this
purpose in the Budget.

The Committee hope that besides the mea-
sures taken by the Management for reducin
costs, the company will always explore possibi-
lities of cost reduction and implement concrete
proposals as soon as they are accepted. As re-
gards the installation of mechanical handling
facilities at the jetty, the Committee hope that
action will be expedited.

There is a great necessity to reduce costs be-
cause of the further difficulties of selling the
extra Chlorine that will be produced after ex-
pansion. In this connection the Committee were
not satisfied with the methods of costing done at
the company. The Management should get more
frequent cost and material consumption reports
to show how costs on each item were working
out so that variations are taken care of prompt-
ly. Besides, such break-up of costs into their
elements will enable the Management to tackle
individual costs separately and take necessary
measures for cost reductionn The Managing
Director of the company, during his evidence
before the Committee admitted that the cost
accounting system was capable of being stream-
lined to be more beneficial to the Management.
The Committee desire that prompt action be
taken in this direction.

(i) In regard to the damage to the transfor-
mer and the efforts made to repair it the Com-
mittee are not very happy over the matter,
judging from the facts available. Firstly, for
a transformer to get damaged by lightning is a
rare occurrence as such equipment is usually fit-
ted with proper lightning arresters. Assumin
that such an accident did happen, the law o
probability is against a second occurrence unless
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48-49

the fault lay in the equipment itself. That the
manufacturers have suggested an alteration in
the design in order to safeguard against such
accidents is a pointer to the fact that the equip-
ment was defective or it was installed without
taking sufficient precautions against lightning.
It is apparent that the T.C.C. had not made an
enquiry into this matter. The Company should
nowever get the equipment thoroughly checked
by an expert after the transformer has been re-
paired and satisfy itself that adequate precau-
tions against damage by lightning have been
provided for. In the meantime an expert should
be asked to check the three other transformers

.as regards their location and vulnerability to

lightning.

(i1) The second matter arising from this case
is the delay. In February, 1966, almost 14
months had lapsed since the transformer had
‘gone out of commission and yet there was
nothing definite about the date when it would
‘be reinstalled after repairs. The foreign ex-
change had not been released. The necessary
export-import licence had to be procured and
the shipment arranged. At the present rate of
progress, it appears that the company would not
be able to instal the transformer ti]Y the end of
the year, by which time 2 years would have
passed, or in terms of production, a loss of Rs. 80
lakhe and Rs. 10 lakhs in profits.

The Committee hope that the Government of
India will expedite such cases. Such requests
for foreign exchange should be balanced with
the cost of imports required because of lack of
interna]l production resulting from the want of
some minor repair of equipment. Release of
foreign exchange in such cases should get top
most priority and the cases should be dealt with
-expeditiously. Procedures of this nature should
be streamlined so that industrial production
does not suffer which in turn results in spending
larger amounts of foreign exchange on imports
to make up for the loss of production at home.

(i) The Committee hope that it would be pos-
sible to import the Salt'recovery machine early
and insta] it at the factory. In this connection
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53

the Committee feel that due attention has not
been paid to the matter of recovery of waste pro-
ducts when installing chemical factories. Though
a waste recovery plant might not be a necessary
adjunct it has to be realised that the cost of re-
coverable wastes is loaded on the cost of the main
product. A cost conscious factory would do every
thing possible to reduce costs and wastage to the
minimum. While planning the sodium hydro-
sulphite plant itself, the salt recovery plant could
have been provided.

(ii) The Committee found that the question
of recovery from waste had not been tackled in
the Titanium Products Factory also at the appro-
priate time. The Committee hope that in future,
the companies will be conscious of this impor-
tant matter and provide for recovery of waste
products while making the initial planning.

There are many chemical factories in the
public sector in the Udyogamandal area, e.g. the
F.A.C.T., the Indian Rare Earths Ltd., the D.D.T.
Factory, the T.C.C, etc. It should be possible
to organise a very good Research and Develop-
ment Centre at dyogamandal- which will
cater to the needs of all the public sector
factories in that area. If desirable, this Centre
could have specialised wings to cater to the par-
ticular needs of each factory. It could also pro-
vide a good technical libraﬂ with foreign tech-
nical journals and books. e total cost of such
a Centre could be apportioned between the
factories.

The advantage of such a common research.
Centre would mainly be its size and the
facilities that it will provide. If each factory
were to have an laboratory of its own, its size
has naturally to be limited. A common research
Centre could be better equipped and provide
pilot plant facilities when it grows.

It might be possible to interest the University
of Kerala in regard to the establishment of com-
mon laboratory and provide facilities for re-
search in chemistry at this Centre. Apart
from reducing costs, research could be carried
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57-58

61

out on projects in which the factories are inter-
ested. '

The Committee would stress the need for
greater coordination between the various chemi-
cal factories in the public sector at Udyogaman-
dal. For example, it might be possible to have
a big common workshop to cater to the needs of
all the factories. There could also be periodical
Seminars of technical personnel in the form of a
discussion forum where technical problems could
be discussed with a view to encourage thinking
on individual problems outside the organisation.

(i) The Committee suggest that instead of
granting absolute powers to the Board of Direc-
tors in respect of borrowings, the Articles of
Association might be amended to provide a
maximum limit beyond which Government’s
sanction would be required. In their applica-
tion for such sanction the company could state
their case fully to enable Government to come
to a decision.

(ii) The Committee have not examined the
cases of other State Government Companies in
this matter, but if they are identical, uniform
provision can be made for all of them.

The Committee hope that the Manual being
prepared by the company will rectify the short-
comings pointed out by the Company Auditors
in regard to maintenance of accounts. It is de-
sirable that the powers, duties and obligations of
every concerned official in regard to financial
matters should be defined in writing. This is
necessary not only in the interest of efficiency
and smooth functioning of the organisation but
will enable the fixing of responsibility for each
act of commission or omission. Audit also will
have a clear picture of the financial powers and
responsibility at each level and this will enable
them to come to correct conclusions relating to
the propriety or otherwise of financial transac-
tions. The Committee would suggest that Gov-
ernment should see that a model comprehensive
Manual is pre(Fared and made applicable to all
the public undertakings of the State.
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The Managing Director informed the Com-
mittee that it was proposed to completely re-
organise the procedure in regard to internal
audit and he hoped that it would be done with-
in a year. The Committee do not understand
why it should take one year to organise a good
imernal audit system in the Company. The
Management could study the procedure in a
company where such a system is working effici-
ently and then attempt to copy it with the re-
quired modifications. Thisr could be accom-

plished within a few months.

The Committee would suggest that a regular
maintenance schedule should be drawn instead
of doing this work on an ad hoc basis.
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