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INTRc>.oUCTION 

1, the Chairman, Committee on Public Undertakings, having been 
authorised by the Committee to submit the Report on their behalf, 
present this Thirteenth Report on the 'Management and Administra-
tion of Public Undertakings (Planning of Projects)! This is the first 
of a series of Reports on varioUs aspects of 'Management and Admin-
istration of Public Undertakings, which the Committee contemplate. 

2. The present Report on the Planning of Projects is based on the 
data furnished by the public undertakings. The Committee took the 
evidence of the representatives of the Ministries of Industry aDd 
Supply, Finance, Stee! and Mines, Petroleum and Chemicals, on the 
5th, 6th and 7th May, 1965. 

3. The Report was adopted by the Committee on the 22nd and 
23rd September, 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 wish to thank: in particular the 
officers of the Ministries of Industry and Supply, Finance, Steel and 
Mines, P~troleum and Chemicals for giving evidence and placing 
their considered views before the Committee. They also wish to 
express their thanks to the non-official organisations I individuals who, 
on request from the Committee, furnished so readily their views on 
the subj ect. 

NEW Dm.m; 
Nooembe7' 30, 18. 
Agrch4YIlM 9, 1887 (SllbO)~' 

PANAMPILLI GOVINbA MENON, 
CJacdnnan, 

Committee on. Public U~ing'!. 
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"J.> a':developiDg cowttry, , a1lutMltenija]. p~ru.on .tt In~' ~ 
uatio~}.jnves.mellt· is : found in the, projeets.bt are; W¥ier ;:::.!n .. 
construction. According to _he <Amwa1 :~rt.n ,~be Undertak-
working of Industrial and Commercial Undertakings of inDo 
the Central Government for the year 1963-64, the invest-
ment in public sector projects under construction in 
India as on 31st March, 1964 was Rs. 397 crores which was 
22 per cent of the total investment in public sector pro-
jects on that date. These projects will require about 
'as. 900 crores of additjonal investment before they are 
completed, according to the present estimates. Besides 
these several other new projects are proposed to be set up 
~under' the Fourth Five Year Plan. In cases of certain 
projects already completed expansion is proposed. The 
investment in expansion of Steel Plants alone during the 
Third Plan period would be over Rs. 380 crores. 

2. In order that the benefits of such investments accrue 
;n time and in the measure expected, it is absolutely essen-
tial that the projects should be completed expeditiously 
and at 8 minimum cost. 

3. The experience of projects completed in recent years Per-
ia. not happy. Reports of the Estimates Committee pro- tormance 
vide a number of instances where the projects were not of the 
planned and executed properly-leading to delays, W8st- =:: 
ages and loss to the undertakings. The Mid-Term Apprai- ProJeets. 
nl of the Third Plan has pOinted out the same thing. &!-
cording to this report "the stage is yet far front being 
reached when it can be claimed that .time-schedules, cost 
estimates, flow of benefits and returns on investments 
generally conform to the basic assumptions made when 
industrial projects are approved.» The Memorandum on 
the Fourth Plan has also observed that ICfrom studies which 
have been carried out sO far, it Is apparent that a larger 
proportion of projects in the public sector have been un-
able to adhere to time schedules and cost estimates on 
the basis of which they were first approved. In many 
cases this has been due to inadequate technical, economic 
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and financial planning." The experience of the Ccmmittee 
on Public Undertakings in respect of a few undertaktngs 
examined was no better. 

4. The Committee therefore decided to make a horizon-
tal study of the planning of the public undertakings at the 
project stage, with a view to draw lessonB for· future 
guidance. The names of the undertakings included In the 
study are given in Appendix I. 

'. 
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OBJECTIVES 

.~. A clear definition of the objectives with which an ~tion 
undertakingc is set up is a. line qua non for Its success .. objectives. 
Most of the public undertakings when asked about the . 
objectives could only say that they were established in pur-
suance of the Industrial Policy Resolution 1956. Others 
stated that their objectives had been enumerated in the 
Memorandum of Association. The Committee noticed that 
it is only in the case of Indian Oil Corporation Ltd. 
(Refineries Division), that an Instrument of Instructions 
laying down the objectives, the methods of work and the 
principles it should follow had been specified. 

6. The Industrial Policy Resolution gives the national 
policy regarding industries defining the public and private 
sector and can at best be only a general guide for an un-
dertaking. The Memorandum of Association enumerates 
all the activities that the undertaking could possib:ly pur-
sue; several of which may not be undertaken; and it does 
not prescribe specific targets which an undertaking has to 
achieve. 

7. During evidence the representatives of the Ministries Vie •• of 
agreed that it would be desirable that Instruments of In- RePreIeD-
structions are issued by the Administrative Ministries to tatiyel of 
the public undertakings at the time of their being set up =-
so that it becomes the management's responsibility to . 
achieve the prescribed objectives. 

8. The Committee, therefore, Tecommend toot at the CarD-
time of setting up of a public undertaking, Gouernmen.t mlttee's 
should indicate the ~cific objectivu for which it is being rec:om-
set up, the pTecise taTgets which it has to achieve and also ~
in.dicate the time schedule fOT completion and the cost esti-
mated. Although it might not always be posable to 'Pell 
out! in great details some of these matteTs at the initial 
stages, neverthelesS' some bToad indications of these could 
be given at toot stage supplemented by fuTtheT instTUctions 
and diTections 48 the project pTogre6se6. It " not the inten-

3 



4 
tion. of the Committee th4t Government ,hould t4Ju the 
in.iti4tive in. this regard. That initiative should rightly t*t 
in. the undertaking. The Commtttee feel tha.t from time to 
time Government should indicate wh4t the undertaking 
should attain in. a preBCribedperio{:L This would not cmlfl 
,erve as an incentive to the undertaking but also give Go~-

. ernment a yardsticktotneQ.V.L1/e its ·per/Qrm4n.ce. TM 
C~itHe hope that GOUfrnment would iuueauitabk 

•. J lnstru~tsof ,lnBtructiOtY to all the public,,~s 
!J$ ·cm.dw",,", .1M,1 are set up. 
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TECHNO-ECQN;OWlC F~SIBlLITY STUDIES 

:A}'IlI:oHN~C FEASIBILITY STUDlZS/PaELD.mrAilY 
PltO.TBCT RilPOa'S 

'9. The decision to set up a project should generally -be T~: 
ta\cen on the basis of a techno-economic feasibHitystudy. =:il~ 
lthas sometimes happened that instead of a techno-econo- study anll 
mic feasibility study, a preliminary project report has·been PreUmi-
caned for. In the follOwing casesbothtechno-economlc nlU")' 

feasibility studies and preliminary project reports were Project. 
prepared:-

1. Bok~ro Steel ~lant. 
·2. Gauhati and Barauni Refineries. 
3. Hindustan Antibiotics Ltd. (Penicillin Project). 
4. Bharat Electronics Ltd. . 
5. BharatEarth Movers Ltd 

10. During evidence it was explained by the represen- Scope.r 
tathreB of the Ministries that the tecchno-«onmic feaJibi- the two 
lity study with respect to a project was undertaken when studlea. 
Government wanted to be satisfied about. the justification 
or basis ·for a particular ,project. The preparation of pre-
liminaryproject report was ordered. wheretbe need wu 
fairly well known bl,lt a fuller idea ·of the technical and 
financial implications of the project was required. 

11. The Committee consider that since the techno-eco~ Com-
nomic feasibility study and the preliminary project report mittee's 
con;tain almost Bimilar information, it should· not ordinarily =;-_, . 
be necessary to have both the techno-economic feaSibility tioD,. 
studty as well as the preliminary project report before 
deciding upon to establish a project, because preparatNm 
'Of ;both led to delay in the execution of the project cmd 
in.CNase in tthe cO&t. There might,ofcourse,-bectUleB where 
collelbOrators who offer foreign credit want for tJheiTotOft 
satisfAction, a second 'I'eport (aUhough a techno-economic 
f-ea8ilXUty .twiyhCld been made) to determine tM tech.-
cal cmdeconomic ,oundM"of the project. The CommIit-
tft!~oUideT th« such OCCMiOM would be few elM fair· bet-
ween and if the techno-economic fe48ibilitf/ 6tudy was cst'-

-s.. '. 
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Tied out in .Q rea.Bonably detailed. man.ner there would be 
110 need for a preliminary project report. 

R NEED FOR A CLOSE ScRUTINY OF 1'r.c.HNO-EcoNOMIC 
FltASIBILlTY STUDIES 

12. The Committee noticed that in the case of the Pbyto 
Chemical Project of. the Indian Drugs & PharmaceuticalE 
Ltd. although techno-economic feasibility study. was car-
ried out, the project had to be abandoned after the prepa-
ration of a .Detailed Project Report and after incurring 
other expenses because it was found to be uneconomic. 

13. It was explained to the Committee during evfd~ 
that thetechno-economic study of the Phyto Chemical 
Project formed part of the study of the entire complex of 
five projects which the Russians had prepared. Taking the 
whole complex together, it was a profitable proposition; 
but when Government examined elreh project individually 
it was not found so. 

14. In a note furnished to the Committee subsequently 
it was stated that the main reason for the project to lx, 
abandoned was the uneconomic price at which the raw 
material i.e. tea prunings fCYr the manufacture of caffeine 
would be available. It was estimated that at the prevail-
ing market price of tea prunings (which constituted 75 per 
cent raw material for caffeine manufacture) the cost of 
production per ton of caffeine would come to nearly Rs. 1 
lakh as against Rs. 18,000 which was the price at which 
caffeine could be imported and Rs. 50,000 at which M/s. 
Bengal Chemicals were marketing the ca1feine manufactur-
ed by them. 

15. The Committee ~earn that the cost of the raw mate-
rial originally estimated was Rs. 25 per ton. This figure 
was supplied by the Kerala Government to N.r.D.C. and 011 
that basis a Detailed Project Report was prepared by the 
Russians. Actually the price came to Rs. 100 per ton. The 
total expenditure incurred on the project by the company 
till the end of June, 1964 was above B.s. 13.'6 lakhs of which 
Rs. 8' 5 'Iakhs represented the payment to MIs. Technoexport 
for :the Detailed Project Report. The State Government of 
Kerala are· also stated to have incurred an expend1tUN of 
Rs. 12 lalths on providing the various facUities at thep~ect 
lite. 

16. Availability of raw material in adequate quantity 
and at economic price is one of the primary considerations 
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in determining the economic feasibility of a proj,ct. In 
this case the techno-economic study failed to take note of 
this important factor. Thus the study failed· in its objec-
tive causing loss of valuable foreign exchange. 

17. In the light of this e;rperience the Committee wotd4 Commit-. 
stress the utmost need tor clo8ely scrutinising the figv.re. tee's 
andd4ta supplied which form the basis for embarking _ recommen-
a p1'oject. . It is worthwhile considering how in cases re- daUon. 
fe-rred wrong data canJ..e to be supplied. It should also be 
'borne in mind that in their eagerness to have the project 
located in their territories, it is possible that. the' State 
Governments may not give the same care and attention to 
basic data as is necessary. The Committee would there-
.tOTe recommend that the Central Government should 
e:rercise a close and independent check em any dat4 sup-
plied by the State Governments. 

C. ASPECTS COVERED IN THE TECHNo-&oNOMIC FEASIBILITY 
STUDIES 

18. It appears that there is no clear understanding 88 to 
the various aspects that a techno-economic feasibility stud,. 
should cover. The Committee, for example, noticed that 
there were variations in 'this respect in the case of some 
projects as the table below shows:-

Aspect 

Market Analysis 

Raw Material 

Covered in the techno- Not covered in the 
economic f~ibi1itY . c-dU'ln-eccmnmic 

study of ; f'eaaibility ItUdy of : 

Bokaro, Gauhati & Inatrummtation Ltd. 
Baraunl Refineries. 

U.,it'l under the Per- Hindultan Organic 
tiliser Corporation Chc-mica1. Lt j. 
of India Ltd. 

Operatin~ cost and Hindu.ortaTl Photo Barauni and Gauhati 
working expenditure. Films MaTlllfaqur- Refineri", 

ing Co. Ltd. 



',. H;. Dbrlilg evidenee, the Committee wer& inIorinecl 
ttlat SO\iemm.ent have Rot yet evolved a list of' iteIa8 
which must be inelUded in the techno-economic feasibility 
studies. 

Commit- 20. The Committee feel that absolute uniformity in this 
tee's r.-p~ect is not pombZe and some variation according to the 
commend. ft4tUTe and me of, the underta.king to be est4blished is tiun. ,. iMVitabZe. l"-"formation such Q.$ demand projections, raw 

Jlrnploy-
Inentot 
foreign 
agencies 
for pre-
paration 
ottechno-
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feasibility 
studies. 

materials, size and technology of the project, location., 
.rning estimate (profitability), however, is blsic and should 
be included in aU techno-economic feasibility studies, As "iB on the 'llaN of such a study that a project is apProved 
~. embaTked upon it would be worthwhile undertaking a 
dAltailed study of what should be in.clud,ed in the techrto-
econpmic studies. S~e the techno-economic feasibility 
study is tM onl.y ,basiB on which Cabinet appro~es a pro-
ject and subsequent reports do not 'UMU1Uy go to it, it is 
but proper, that when a proposal goes before it aU its tech-
nical and economic aspects aTe befoTe it. The Committee 
would, therefore, recommend that a check list of all the 
aspects that a techno-econOmic feasibHity study should in-
clude should be drawn up for the guidance of aU those who 
hove· to deaZwith. the planning of projects. 
». AGENCY POR CONDt1CTING TECl'INo-EcONOMIC FEAsIBlLlTY 

STUDIES 
21. 12\ the COUrtle of their examination the Commit~ 

noticed that in the following cas£>S foreign agencies had been, 
employed for preparing techno-economic feasibility 
studies:-

S. 
~o. 

Name of the Project Name or ~he foreign 
agpncy --_ .. _--_. __ ... _-_ ....... _--_ .. ------

, (i). Bokaro Steel Plant Atof"nc:v for International 
D~velo:,m~nt (USA) 

(ii) Projects of the India" Dnt~ & Soviet Experts. 
, Pharmaceuticals Ltd. -
(iii) Gauhati & Barauni tdIneries . 

(iv) Hindustan Organic Chemicals 
. Ltd. 

(v) Hindustan Photo Films Manu-
facturing Co. Lti. 

'(vi) National Instruments Ltd. 
(vii) ProjeCts of.the Heavy Engineer-

ing Corporation Ltd. 
.(.viii) Heavy Electricals Ltd .• Bhopal 

MIs. FO!Iter Wheeler Cor.: 
pora-ion Ltd. 

Fo·.- i~ firms viz., Bayers, 
ACNA and Iel, end 
USSR f'X~rts. 

Firm'! : A'!fa a",d Kodak. 
and Ea'lt German expert 

USSR' expf'rts. 
RU'!'!ian end Czech. Coo., 

sultants . 
Bri'ish experts. 
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A,reeent aample otentrultlng tecimo-eeollomic feasiDWty 
studies to foreignagenclea is the· appointment of Bechtel 
Corporation in 1964 at a cost or" Ra. 20 lakhs (to be shared 
betweea the Bechtel Corporation and, the Government of 
IDdta) , for· fertiliZer factories. 

22.. The Committee, in this connection note that V.K.R.V. View of 
Rao Committee on the Utilization of External Assistance ~-
had· recommended that there should be further strengthen- m , 
ing of the agencies which undertake feasibility. studies. The 
Government had in accepting this recommendation, stated 
that such agencies· in the public sector undertakings will be 
asked to prepare detailed proposals for expansion of their 
activities. During evidence, it was also explained that 
foreign agencies had to be employed because of their insist-
ence on sueh studies before making available the foreign 
credit. However, of late, S'Ufticient know-how had been 
developed within the country to conduct such studies. The 
Committee hope that mitable programme for e%pCMon o( 
such a.ctiviti~B will be dtatOn up aM implemented. 

23. The principal ditJiculty of developing OUT own agen.-
cies for feasibility stud.ies and De,tailed Project Reports is 
.he absence of mitably trained Indian engineers. The. 
Committee note that in a few cases Indian engineers 7tave 
bee'R M.ociated with foreign agencies in conducting feeui-
bility studies. Thil has not been done in every cale. The 
Committee would recommend that as· long as we have to 
depend· 'Upon foreign. agencie. for preparatiOn· oJ thele Btu .. , 
dies the Government shOuld invariably insist that (I group 
of our own engineers. and techniCians be as,ociated with 
the fOreign agencies to leam the preparaticm of the techno-
eConomic fecm1ibility studies. 

E.hASIBILI'rY STUDIES IN ADVANCE 

. ~ .. The Committee noted that at present no advance Abaenc.c 
fea"ibiliiy. studies for· the setting up of projects in the pub- of 
lice $er:tGr .were undertaken, except for the steel' plants FeuibA-
and: a . fe:w othe-r industries with the result that consi- lityd . . 
derable . time had to be spent on preliminary investigations :!U ~~ 
befor.e d~ding .on them. . vance. 

. . . ....... . 
. 25 .. ~rl~·;~(;ld~~c~,t('*a* atated.that Preparation ot'.Govt·s. 

fea~biIity stUdies iIi' advance of setting up proJectB wu°po11cy. 
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now the accepted pollcy of Government. Such studls 
were beIng prepared in . respect of schemes proposed to 
be included in the Fourth Plan. . 

26. The Committee feel th4t G01.te'r'nmen.t .hou.ld Ht up 
an agency with a continuous programme for undeTtaking 
feasibility stu.ciies in the various industrial spheres ,0 that 
it may have (1 large number of such studies in hand and as 
soon as the resou.rces are available the mOTe promising 
among them may be chOSen! for preparation of Detailed! 
Project Reporu. 

·F. GOVERNMENT APPROVAL TO PROJECTS 

27. The prese·nt procedure on receipt of techno-eco-
nomic feasibility studies is to examine them in consulta-
tion with the Ministry of Finance, Planning Commission 
etc. A committee of experts comprising of technicians 
and economists is usually formed to scrutinise them. 
Aftet' such a scrutiny, if the project is considered viable, 
it is put up to the Cabinet for obtaining its approval. 

28. A list of aspects included in the notes submitted 
to the Cabinet for approval of some of the projects is 
given at Appendix II. From a perusal of the list it 
would appear that there is no uniformity about the infor-
mation· that is included in the notes submitted to the 
Cabinet. It is noticed that in certain cases e.g. Hindu-
stan Photo Filfs Manufacturing Ltd., Oil Refineries, the 
Cabinet approval had been taken on very meagre data 
8uch as capital cost, foreign exchange savings or only the 
demand for the products. 

29. During evidence it was admitted that there should. 
be some unifonnity in the presentation of the information 
on which the Cabinet's approval is sought and that the 
note to the Cabinet should contain a full statement of 
facts. 

30. The Commit~e therefoN! recommend that Govern.-
m.ent should lay down the form and the manneT' i1't 1Dhieh 
the Cabinet approval to projects is sought. For this pur-
pose a list of an the basic information to be included in the 
note should be drawn. It should be ensured that nothtng ot 
importance from the technical or economic poi1'tt of ~ 
is omitted. The Committee would further ~ that 
every . proposal which. is put up to the Cabinet for 
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"approval should invariably contaiu indication of the in-
ve8t~nt O1.Ltput ratio, so thalt the economic viability of 
.the project is clear. 

31. The Committee further noticed that in the follow- Cabinet's 
ing cases Cabinet's approval was obtained without await- approval 
ing for the techno-economic feasibility studies: _ With~niut . obtai n, 

(1)- Gauhati and Barauni refineries; feasibility 
(2) Heavy Electricals Project, Hardwarj study. 

(3) Heavy Power Equipment Plan, Hyderabad; and 
(4) High PresstireB~iler Plant. 

32. During e'vidence, it was explained that in these 
cases there were exceptional circumstances in 'according 
Government's approval without having techno-economic 
feasibility studies. 

33. While appreciating the possibility of e;rceptional Com-
circumstances. the Committee recommend that· since it mittee's 
is only the" techno-economic feasiJbility studies and Mother ::~~a~ 
reports pertaining to a project go before the Cabinet, this tion. 
,rule should be made unexceptionable. 

'2003 (Aii) LS-,·:2. 
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DETAILED PROJECT REPORT 

~4. After the technical and e~onomic feasibility study 
of a project has been undertaken the next stage in the 
planning of a project is the drawing up of a Detailed. 
Project Report. The Detailed Project R,e'port provides 
the basis for the detailed planning of the construction of 
the project and for each contract within it as well as the 
cost estimates and time schEdules for going into produc-
tion. It is through the Detailed Project Report that the 
progress of the project can be watched and evaluated. 

A. ABSENCE OF DETAILED PRoJECT REPORT 

35. The Committee noticed that in the case of the 
following projects, no Detailed Project Reports were pre-
pared but tenders were invited neverthe·less:-

(i) Trombay Project of the Fertilizer Corporation 
of India. 

(ii) Alwaye Project of the Hindustan Insecticides 
Ltd. 

(iii) Indian Telephone· Industries Ltd. 

(iv) Hindustan Teleprinters Ltd. 

(v) Hindustan Organic Chemicals Ltd. 

(vi) Sulphuric Acid Plant of the Pyrites and Chemi-
cal Development Co. Ltd. 

(vii) Dugda No.1, Bhojudih anc! Patherdih Coal 
Washeries of Hindustan Steel Ltd. 

36. It was explained during evidence that though there-
were no Detailed Project Reports in the above cases, yet 
there were certain other reports which were considered to· 
be equivalent to Detailed Project Reports and contained 
adequate information to go out for tenders. To watch the 
progress and the execution of the projects detailed time-
schedule were worked out separately. \ 

12 
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37. As the report of the Committee on Plan Project on Difficultiell 
Trombay Project and the Estimates Committee's Eleventh noticed. 
Report (Second Lok Sabha) on Indian Telephone Indus-
tries Ltd. would show such alternatives to Detailed Project 
Report have not been satisfactory. According to the report 
of the Committee on Plan Project, the absence of Detail-
ed Project Report in the Trombay Project had led to sche-
dule stoppages, cost overruns and contractual difficulties. 
In the case of Indian Telephone Industries Ltd. the ab-
sence of a Detailed Project Report had led to excess pur-
chase of plant, delays in getting manufacturing data etc. 

38. The Committee are of the view that no project Com-
should be approved unless a Deta~led Project Report has ~ittee's 
been prepared. VIew. 

B. NUMBER OF PROJECT REPORTS 

39. The Committee noticed that in the case of the follow- Prepara-
ing projects, project reports were prepared twice: - tion of 

Detailed 
----------------- Project 

. Report Extra expenditure t. 
incurred Wice. 

Name of the Undertaking 

(i) Bokaro Rs. fo lakbs. 
(ii) National Instruments Limited Rs. 9'3 lakhs (cost of the 

revised project I report 
and detailed drawings). 

(iii) Coal Mining Machinery Project Rs., 9' 4 lakhs. 
(H.E.C.) 

(iv) Panna Diamond Mining PlOject Not worked out. 
(N.M.D.C.) 

40. About Bokaro, it was explained during evidence that Reasons. 
although a project report had been prepared by Mis DaRtur 
Ie Co. the second project report became necessary as the 
Government of USSR insisted on drawing their own pro-
ject report before giving aid. 

41. Regarding National Instruments Limited, it was 
stated during evidence that initially it was proposed to put 
up a plant with a capacity of 200 tons of opthalmic glass and 
10 tons of optical glass. The Detailed Project Report was 
received in July, 1959 from MIs Prommshexport of U.S.S.R. 



Com-
aiUee's 
new. 

In the meantir.ne the Central Glass and Ceramics Research 
Institute who were engaged on developing optical glass suc-
ceeded in their efforts and the Government were satisfied 
that the Institute could make available the technology for 
six major groups of optical glass required in the country 
by 1962. It was therefore decided to drop optical glass from 
the programme of the National Instruments Limited. When 
the Soviet Team were asked whether they could' modify the 
project report already drawn for the manufacture of opthal-
mic glass, they stated that they could not do so. A second 
report had therefore to be called for for the manufacture of 
opthalmic glass only. 

42. In regard to the Coal Mining Machinery Project of 
the Heavy Engineering Corporation, it was explained. that 
this became necessary because after the first Detailed Pro-
ject Report had been commissioned, the coal targets were 
revised upward increasing the requirement of Coal mining 
machinery from 30,000 to 45,000 tons, the manufacture of 
mining machinery to that extent required the drawing 
up of a new project report. 

43. About the Panna Diamond Mining Project of the 
National Minerals Development Corporation, it was explain-
edthat it was found necessary to prepare a revised scheme 
as the assumptions on which the first project report was 
drawn up were later found to be ~llcorrect. 

44. About the Mining Project of the Pyrites & Chemi-
cal Development Co. Ltd. at Amjhore, it was explained 
that the project report prepared by the Indian Bureau of 
Mines was not found satisfactory by a Committee of min-
ing experts and hence the report had to be recast. 

45. The Committee feel concerned at the manner in 
which the project reports have been commissioned, without 
first having a definite idea of the proou.ct mir or the q"an-
tity to be produ.ced. Su.ch incomplete reports necessitate 
supplementary project reports. Apart from the amOtLnt 
spent in getting su.ch furtheT report, the delay they clluse 
in launching of a project is Gllso a matter of concern. Ex-
cept in the case of Bokaro, the, Committee dO not feel that 
a. second project report was unavoidable. They feel 'th~ 
with some foresight and proper planning in each C4M~ 
this could have been avoided and considerable infru.ctuoUB 
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e:rpend~t1.£Te Clnd time could have been saved. They hope 
that 1I£ICe&sa:ry steps WflIuIl.d. be taken to prevent recuT-' 
renee of such shortcomings. 

C. AsPECTS COVERED IN THE DETAILED PROJECT REPORTS 

46. From the study of the Detailed Project Reports of ~::
the various projects the Committee noticed that the aspects from 
covered in the Detailed Proj.ect Reports varied frolD- project Detail-
to project. The statement given below Hlustrates some ~ Pro-
glaring omissions from the Detailed Project Reports of lect. 
some of the projects:- Reports 

Aspects omitted from Detailed 
Project Report 

Naroe~ of the Undertakings 

Capital outlay (including require- I. Hindustan Photo Films Ltd. 
. ments of working capital etc.) 2. Coal Washeries Project. 

Manpower' requirements. 

Economics of the project/Unit 
cost valuation/Profitability 
analysis/production cost/Cost 
& Profit calculation for the 
determination of the economic 
price and the products etc. 

I. Nangal and Gorakhpu(pro-
jects of the Fertilizer Cor-
poration of India Ltd .•. 

2. Khetri Project of N.M.D.C 
Ltd; and 

3. Hindustan Photo Films Ltd. 

I. Instrumentation Ltd. 
2. Korba Project of the Fertili-

zer Corporation of India Ltd. 
3. Gauhati Refinery; and 
4. Coal Washerics Project of 

H.S.L. 

Location of sites/site of plant/ Nanga} Unit of the Fertilizer 
choice of site and site informa- III.. Corporation of India Ltd. 
tion etc. I: '- J . . -rno.i(Y' cu.l 

Availability. of raw als/ Foundry Forge Project and 
conswnptlon figures . w ~ Heavy Machine BuHdin, 
materials/cost and so~cc of Project of H.E.C. Ltd. 
supply of raw material. 

Time schedules of delivery/ 
con8truction and erection 88 
well as the initial operation of 
the plants. 

I. Instrwnentation Ltd. 
2. Indian Drugs & Pharmaceu-

ticals Ltd. 
3. Neyveli Lignite Corpora-

tion Ltd.:(Mining Scheme). 
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Aspecu p:.uinel from Detailed Nailles of the Undertakingll 
Projel."'t; Report 

- _._--- ------------------
Requirements of transport/ 

compatative COlts of irantpbr-
tation/posa~b~ moc:les of 
transportation/equi~qt and 
machinetY . ftom Indian porU 
to work site. 

Organ wation. 

Neyveli Lignite 
Ltd. 

Corporation 

1. Pyrites & ChenUcal~ neve-
lopment Co. Ltd. 

2. Coal Mining ~n~ 
Pro;ec;t and l;Ie"vy Machine 
Building Plant of H.E.C. 

47. The folloWillg Undertakings have themselves pointed 
out certain omissions in their Detailed Project Reporttr: 

Name of the Undertaking 
_._-- "'- .. ----.---._._---
Heavy ElectricalB (India) Ltd. 

Hindustan Photo Films Manu-
facturing Co. Ltd. 

National Instruments Ltd. 

Instrumentation Ltd. 
"I 

Omissions 

Absence of COIit and profit 
calculation for epch pro-
duct or by-product due to 
which sellinl prices fixed 
by the factory could not 
be compared with thos.e 
assumed in the Detaibd 
Project Report. 

Machinery layout which have 
' •. direct bearing on Civil 
Works and Services not 
,pIMmed. 

TeChnical assistance d:'f.ing 
construction and erectIon, 
construction equipments and 
trajnin. of Indian personnel, 
not included. 

Absence of implementation 
time schedule. 
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48. During evidence the Secretary Ministry of Industry 
:and Supply stated that in the case of National Instruments 
Limited, items viz. the technical assistance during coil-
struction and erection and training of Indian personnel 
should not have been inCluded' in the Detailed Project Re-
port. He, however admitted that the omissions pointed out 
by H.E.L. Hindustan Photo Films Manufact\J,ring Co, Ltd. 
Instrumentation Limited were mistakes. The Secretary, 
Department of Heavy Engineering added that although in 
the case of HEL, the Detailed Project Report did not 
indicate individual items and products it shouJd still have 
been possible for the cost of the products to ,be estimated. 

49. In the opinion of the Committee though some varia· Com-
tions in the aspects to be included in such Reports might mittee's 
be occasionally necessary; no Detailed Project Report recom-
$houtd tack basic in/ormation such as the cost and pro- t~enda-lon. 
fit estimates, manpower requirements, 8ource, cost and 
consumption of raw materials etc. To obviate the chances 

{)f omissions of important a.sp4!c:t8 Jrom the Deta.iZed Pro-
ject Reports cmd also WI. th..e intereBt of proper execution, 
of the projects the Committee would 'recommend that' 
Government should evolve a standard check list of items 
which should invariably 'be included in all the Detailedl 
Project ,Reports. It should not be diffiCUlt to compile such 
a check list in view of the experience 80 far gathered in 
the :matter of setting up of public sector projects. The' 
Committee recommend that a team compOsed of Govern-
ment officers who have been closdy connected· with the 
preparation of Detailed, Proje'ct Reports, seniO?' execu-
tives who have been entrusted with the execution of set· 
ting up or operation of projects together with technical 
expetr1i.S should be appointed to evolve a standard check 
.list. 

D. SOURCE OF CREDIT AND DETAILED PROJECT REPORT 

50. The source ()f foreign credit from which a project 
is to be financed has an important bearing on the prepara-
tion of the Detailed Project Report because prices of plant 
and machinery, process and the technique of production 
,differ from country to country. Normally, therefore, it is 
necessary that before a Detailed Project Report is pre-
'pared, one should know the source from which foreign 
-assistance will be forthcoming. 
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InetlDCe8 51. The Committee however noticed that in the' follow-=R ing cases Detailed PrO'ject Reports were prepared before 
befine the source of foreign assistance was assured, 
knowm, the 
Source of (i) Alloy Steel Project of Hindustan Steel Ltd., f . :Jr. (ii) Bokaro Steel Plant, 

Committee's 
recommen-
dation. 

(iii) Mining, Fertilizer, briqueting and Carboniza-
tion, and Clay Washing Projects of the Neyveli 
Lignite Corporation Ltd., and 

(iv) Mining Project at Amjhore of Pyrite'S & Chemi-
cal Development Co. Ltd. 

52. It was explained during evidence that the decision 
to prepare Detailed Project Report before ascertaining 
foreign assistance was found helpful in the cases of Alloy 
Steel Piroject and the Projects of the Neyveli LignLte Cor-
poration Ltd. In the case of BDkaro, however, the decision 
proved wrong because the U.S.S.R. GDvernment whO' 
offered the credit made it a condition precedent that they 
would prepare their Dwn Detailed Project Report" al-
though Dne such Report had been prepared by Mis 
Dustoor & CD. 

53. The Committee appreciate that if a fairly detailed 
repOrt is available in anticipatiO'n O'f aid the time to be 
spent on the preparation of a Detailed Project Report 
could be shlYrtened. In the opinion of the Committee the: 
mmal O'f the Bokaro Steel Project Report is that ro De-
tailed Project Report should not be prepared until, the 
SOlU.rce of foreign assistance is located. The Committe~ 
therefore, recommend that in cases where the implemen-
tation of a project is dependent on foreign assistance, 
being assured, Government shoul.d have only a ,techno-' 
economic study prepared in demit giving enough. 'basic, 
information to the aid-giving country to determine its-
feasibility. 

E. TIME TAKEN IN' THE PREPARATION OF DETAILED PROJECT 
REPORT 

54. The time taken in the preparation of a Detailed 
Project Report in the case of some of the undertakings 
was as follows:-
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05. It will be noticed that the time taken for the pre-
paration of Detailed Project Reports has varied from 1 
year to 1 year 7 months. 

Bltimatea 56. The Estimates Committee in their 51st Report on Comrni:'. Heavy Engineering Corporation Ltd. in 1963 had suggest-
.ugea n. ed that since the time taken in the preparation of Detail-

GC)Vt'I • 
. reply. 

ed Project Report affects the commissioning of the pro-
ject and the achievemenJt of the production target it wouid 
be desirable if a review of the processes involved in the 
collection of data, preparation aIld finalisation of Detailed 
Project Report and the time taken therein is made by 
Government with a view to reduce the time lag to the 
minimum in future. 

57. The Government in reply to this recommendation 
have informed the Committee as follows:-

"The detailed examination of the pos,ition has since 
revealed that the presentation of preliminary data 
'by Government to the Consultants for the pre-
paration of a Detailed Project Report is the main 
foundation on which the project is built. In a 
few cases, inadequate investigation at the preli-
minary stage led not only to delay in, the execu-
tion of the project but also resulted i~ extra cost 
on &(:Count of change in site, non-availability of 
fuel or other raw materials like ores etc. It is, 
therefore, considered that every effort should be 
made to eliminate avoidable delay. The preli-
minary investigation should be both adequate and 
conclusive if the report is to proceed on sound 
footings. 

Normally the preliminllry data would itself be suffi-
cient for the Government to study the feasibility 
and the economic viability of the proposed pro-
ject and decide upon calling foc the Detailed 
Project Report: In a few Ca!es, however, even 
the technological-cum-feasibility report has to 
be obtained from foreign consultants. The time 
taken, therefore, for the preparation of Detailed 
Project Report which sometime includes a pre-
liminary feasi'bility study, depends very much 
on tbe consultant chosen. The pattern also varies 
from country to country. For example in 
western cOuntries, the project report takes the 
form of a techno-economic feasibility study 



which indicates; amongst' other things, broad 
specification on the basis of which tenders can 
be invited. The detailed project engineering is 
undertaken by. the tenderers. 

On the other hand, in the case of East Europe'fln 
countries, a contract is usually' signed' for the 
Detailed Project Report which very often ili-
eludes a time limit for not only the preparation 
of the report, but also the scrutiny and, final 
acceptance of the Repart by the Government. 
In view hoWever of the practice in the ~ast 
European courttries. to cover in the Detaill!Ci 
Project Report even the techno-economic feas-
ibility study, the specification for raW materials, 
supply of equipment and production cost etc. 
the consultant requires more time to submit such 
finish'ed,: reports. 

Again, in regard to acceptance of the Detailed Pro-
ject RePort, a time )imif is prescribed in many 
cases, within wliilCh the projeCt report received. 
from a consultant has to be scrutinised; diS-
cussions held with the consultant to seek cl~:ri
fication and a finaJ. acceptance. Even where 
there is no time limit prescribed in the Detail-
ed Project Report, the Government fixes a t.ar-
get time and tries to work within the schedule. 
To avoid' loss of time, examination is- also made 
siMultaneously by the Administrative Ministry 
in consultation with other 'llfinistries/Depart-
ments concerned like the Ministry of Finance, 
Planning Commission, etc., when the report is 
under scrutiny by the Technical Committee. 

58. While appreciating the need for adequate investi- =~'. 
gation at the preliminary stage and also the divergen.ce 
of practices in this regard in East European and the 
Western countries in the nature and contents of the 
Detailed Project Report prepared by them, the Committee 
feel toot the longer time taken in the preparation 01 the 
Detailed Project Report ,in the past has not been solely 
for these reasons. It is nQt cZear to the Committee how 
in the absence of a. study 01 the time taken for the prepa-
ration (jf the Detailed Project Report in foreign countries 
-a fact which was ..admitted by the representatives of the 
Ministries during evidence-the Government 'lOU able to 
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determine the reasonableneas oj the time required for pre-
paration crt a Detailed Project Report. Further it i.! under-
stood that though a certain time timit to(I8 stipulated in the 
agreements with the fCYl'eign consultants fCYl' the prepara-
ti.cm -of the project repcyrts quite often the actual time taken 
exceeded the time agreed upon. The delay in drawing "" 
the Detailed Project Report by foreign consultants was-
also due to. our delay in supplying I the required data. 

59. In view of the above, the Committee recommend 
that Governme.nt should take necessary meCllures to avoid 
any loss of time in preparation of the Detailed Project 
Report in future. In this connection a study Of the nor-
mal time taken in the preparation of Detailed PTo;ect 
Report in foreign cou.ntries should prove helpful to the 
Government. 

60. Regarding the supply of essential data, to the Coo-
suUant, the Committee would suggest that as soon as Gov-
ernment deci.!ion is taken to set u.p a pro;ect, the coUection 
of data .normally required by the Consultant should also 
be proceeded with. For this purpose Government should 
also. prepare a list of inf01'11Ul.tion generally sought by the 
Consulta1l1ts for the preparation of ,the Detailed Project 
Report. 

F. FEES PAID FOR DRAWING THE DETAILED PROJECT REPORT 

61. The Committee called for information regarding the 
fee-s paid to the Consultants for preparation of Detailed 
Project Reports. From the information furnished, the 
Committee notice that quantum of fees has varied from 
project to project even in the same group of industry. 

62. During evid€'nce it was stated that for bigger pro-
jects the consultants might be willing to accept a smaller 
percentage of fees but for smaller projects the percentage 
was higher. 

Committee's 63. While understanding the business interests of the 
obiel'Vltlon. consultants, the Committee feeZ that the difference o11ee, 

in the case of pro;ects of a similar nature should not be 
great. Fees paid to the earlier consu.ltants should be kept 
in view as a yard stick while negotiating with the consul-
tants for future projects of similar nature. The Committee 
hope that the~ a8p€cts will be borne in mind '\D'h.ile en-
tering into crgreements with the consultants in future. 



G. AGENCY FOR DRAWING DETAILED PROJECT REPORT 

64. The Committee noticed that most of the Detailed DP~~re-
.Project Reports including the reports for expansion (e.g., ~ J 
the expansion of Barauni 'Refinery) had been drawn by a,encies .. 
foreign agencies. Only recently some of the projects had 
set up their own agencies for drawing the Detailed Project 
Reports, working drawings and other consultancy ser-
vices, .etc., as indicated overleaf. 
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65. During evidence the Committee were informed that Go~t· .. 
it was now the accepted policy of the Government to polICY. 
create such organisation in the public sector projects. 

66. The Committee are glad to know that the future 
policy of the Government is to set up such organisations 
in all the projects. But they cannot help remarking that 
the progress in setting up 8'UCh organisations has been 
rat'h"er slow. For instance, the Committee cannot unde1'-
stand why in the field of heavy engineering and electrical 
engineering industries, no Planning and Development 
units have so far been set up. 

67. The Committee are of the opinion that in view oJ the 
large sums paid to the consultants for drawing Detailed 
Project Reports and preparation of Working Drawings the 
need for setting up such agencies in all the und'ertakings 
need hardly be emphasised. Such organisation will not 
only help in the development of know-how within the 
country which would avoid dependence on other countries 
but would also help in the pooling of experience and build. 
ing up of necessary knowledge which would be available 
for the future projects. The Committee trust that neces-
sary steps would be taken by Government to develop-
Planning and Design Organisations in all the industries. 
H. TIME TAKEN IN TAKING DECISIONS OVER THE DETAILED 

PROJECT REPORT 

68. The table on the next page shows the time taken 
by Government in taking a decision on the Detailed Pro-
ject Reports of some of the Projects: 

Committee". 
view. 
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69. During evidence it was explained to the Committee Nonn.l dille 
that 8 months to 12 months was not a long period for tak-~~ 
mg a. decision on a Detailed P,oject Report. The delays DPa. 
occurred because it took some time to arrange meetings 
of. the tid hoe Committee appoillted te exa.mme the De-
tail~ P~8P* ~~ ~ t~ w"" ~~ t¥~ ill pon-
BUltations with the designers and the cons~tants. 

70. While appreciating that the time spent on studying Commit-
the Detailed Project RepOrt should not be tmduly shorten- ==--
edbecause tJtct might lead to mueft. fl"etlte<r waites later, -, 
the C'ommittee consider that tJt.e time takeR in the CaBe of 
acme of the undenaki"1' (e.g., B.E.L.) was tOo long and 
cannot be justified. The Committee would recommend 
thGt a time table .hot.cU be pracribed for the comptetion 
of the SDTUtiny and aubmiSlion of a report &1/ an ad hoc 

. Committee a~nted to elJamme a Detailed Pro;,ct 
R~t. Further, with« 'UCsw to Illve time, t~ D.tailc~ 
Project Reports shou.ld be simu.ltaneously circulatect to the 
var~ concerned a~ IIQ th,q.t tM'II might be in a p{)fi-
ti.on to give theriT views as soon as a r6fet'~ iJ mpde: to 
them.. . 



V 

ANCILLARY AND AUXILIARY INDUSTRIES 
A. SETTING UP OF ANCIT.LARY AND AUXIT.IAIlY INDUSTRIES 

(a) Ancillary Industries 

ADc:lllaryand 71. A statement showing project-wise, the position l'e-
~xiliarytric garding the setting up of ancillary/auxiliary industries is 
..... U8 8-around given at Appendix III. It will be seen from the Appendix 
~:kiD:ser- that ancillary and auxiliary industries have been set up 

around very few undertakings and that too recently. 
Govt.'a 
view. 

72. During evidence, it was explained to the Committee 
that Government's view was that conSistent with their 
desire to promote small-scale industries wherever any 
large industry was established, growth of ancillaries should 
also be stimulated. 

73. In a note furnished to the Committee subsequently 
it was stated as follows: 

"The Projects Coordination Committee under the Minis-
try of Industry made the following recommendations 
some time back:-

(i) To appoint immediately, a high level technical 
officer in each of the various puolic sector under-
takings for working out the details for the deve-
lopment of ancillaries, in consultation with the 
small Industries Service Institut.e in the res-
pective States. 

(ii) To furnish the progress in the form of quarterly 
reports from the various public sector undertak-
ings, to the Development Commissioner (S.S.I.), 
who would coordinate the work of promoting 
small ancillary units in respect of each of the 
projects. 

The Ministry had written to the various public under-
takings under other Ministries to develop as many small 
scale ancillary units as possible. Further to ensure coordi-
nation all the Small Industries Service Institutes have been 
apprised of the decision of the Project Coordination Com-
mittee, and have been asked to work in close contact with 
the project authorities and to forward reports of the pro-



gress of work done every quarter in regard to the developa 
ment of ancillary units. An officer of the rank of Deputy 
Director/Assistant Director has been earmarked in each of 
the Institutes for the. development of ancillary industry. 
The matter was also pursued through personal visits/meet-
ings of the officers of Central Small Industries Organisation 
with the authorities of the Public Sector Projects." 

74. From the information furnished to them, the Com- C:lmmit-
mittee, however, do not feel that enough attention has ,been tee'. view. 
given to the setting up of such industries SO far although 
.ome of the public sector projects have now been. estab-
Lished or hcwe been working for more than a decade. This 
is also confirmed by the Memorandum on the Fourth Plan. 
In fact the Praga Tools Ltd., Hyderabad has stated that 
although it attempted to set up ancilliary industries through 
the use of State Government and the Government of India 
machinery for small scale industries, the progress was very 
negligible due to cumbersome procedures and not even 
one such industry could take root even after three years 
of the incept.ion of the project. 

75. One disadvantage resulting from the absence of 
ancillary indu3tries could be that such items might have 
to be imported. For instance, the H.E.L. has stated that 
in the absence of a paper covered copper conductor fac-
tory, it had to import such conductors of the value of 
Rs. 20 lakhs annually. Similarly,.fhe H.M.T. has stated 
that if Indu~trial Estates aTound its factory had been esta-
blished earlier there could have been a saving of Re. 160 
lakhs of foreign exchange per annum. 

76. In view of the tardy growth of anCillary industries Commfttee'. 
and what has been stated by the Praga Tools Ltd., the Com-~ 
mittee feel that a study df the procedure for setting up such 
industries. shwld. be made Wlith Cl tMW to rationalize and 
rimplify it. 

(h) "Auxiliary Ind1J.Btries 

·'17. It will be observed from the Appendix III that while Abeence of 
a. t least some st. eps have been taken or are proposed to be AlnudxiJlcT 
talc ... ~~ 

en towards setting up ancillary . industries, practically 
no efforts have been made towards setting up auxiliary 
industries. Barring the Pipe Plant and the Fertilizer Plant 
of Rourkela, no project has set up any auxiliary industry 
under its. own auspices. The examples of such .industries 
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befng set up (e.g. cement jndustry in Sindi'i, using S~di1 
slag) in the private sector are also very few. 

Committee', '18. The Committu COMi8e7' tJust tJre1"e i& eotUtllerable :mend- 'cope fOr development of auxiliary imlustrie, baaed em the 
m.tzi1\ and by-products of the p1tblic sectO'r p7'()jects. In the 
absence at auxiliary imiustries the by..".,oducts are ,bei .... g 
wasted or not put to proper use or sold at a 'ow prWe thw 
resulting in loss .to the undertaking. As we industrialise 
further this loss would become even greater. If/. view of 
this, suitable programme for development of tMse indus-
tries is essential and it should be drawn up. 

Committee's 
secomD1eDd-
IlJoD. 

B. SURftY 01' Naos 

79. The Committee enquired whether Government had 
assessed the need and scope of the ancillary and auxiliary 
industries for all public sector projects. In reply they 
were informed that the Central Small Industries Organi-
sation was constantly in touch with all the public sector 
undertakings and wherever scope existed the requirements 
of the undertakings were assessed. After discussion with 
the· officers of the undertakings the type of industries and 
the number of units which could be set up were detennin-
eel. This work was being continuously pursued. 

80. Considering the urgency and advantages of settin.g 
¥p of ancillary a1t.d auxiliary industries on the one han4 
aM near absence of such industria. on the othn MM, it 
appeara to th.e Committee that the Q88epmantmade by the: 
Central Small Indu.atries OrganiaatUm has "at been. effec-
tive, or taken any concrete shape as yet. The Committee 
would therefore recommend that a team On the Unes of 
Ship Ancillary Industries Committee appointed for the 
Hindustan Shipyard Ltd., should be cppointe-d to assess the 
requ.irements of anciUary and aurlltary incfUstries in the 
pu.blic sector projects and to suggest measures for e:rpedt. 
tiously setting u.p of these indust~. Thts tqm. sho1.'~ 
IUggest which ancillary and auxiliary industries should be 
Nt 'Wop by tke .PM. thc7M81~ ."" ,..,h4eh IIIouW bt firm-
-4 ~t to the priU8te sector, with tYr tPit'hout .,~ 
from tM project. The items 1IImoh eeuld be fanMd out 
should be Pr0p6ri!1 ,ubUeize4. 

C. INDICATION IN mE D!:r~ PROlEC'l' R~ 

AbIeDce of 81. The Committee noticed that in the case of a large 
~1Il number of undertakings like the Bhilai Steel Plant, Coal 
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Washeries Project of the Hindustan Steel Limited, Heavy 
Engineering Corporation Ltd., the Projects of the Indian 
Drugs & Pharmaceuticllis Ltd., etc., no indications regard-
ing their ancillary and auxiliary industries w.ere given in 
their D:!tailed Ptojed Rep€lrti, 

82. During evidence it was explained that it would be Govt:. 
desirable to envisage right from the project stage as to what view. 
pEIl'tions of the product could be developed by establishing 
an~illary industries. It Was, however, different in the ease 
of auxiliary industries because it was difficult to visualise 
what auxiliary industries might spring up from the main 
ptoduct of the undertaking. It was also not expedient to 
include these in the Detailed Project Report. 

83. The C-ommittee consider that suitable principles Committee', 
should be evolved by all the projects. They feel that if the re~mmend-

. h 'h 1._ k f . f auoll• partl.es w 0 are entrusted tAnt t,~ taB Q preparatton 0 
the Detailed Project Reports are instructed to that effect, 
it shou~d be po.uible frn' them to gi'l)e enough d2ba and indi-
cations in the Detai.led Project Reports about the setting up 
of such an.cU14ry. mWtuitries. They hope that in the check 
Hat of items to be included in the Detailed Project Rpports, 
recommended in para 49 ancillary industries would also 
be added. 

84. So far as auxiliary industries are concerned, the 
Committee visualise that though it might not be possible 
in the Detailed Project Reports to indicate the auxiliary 
industries which could be established on the basis of the 
main product of the undertaking, it might be possible to 
give some broad indication thereof in the techno-economic 
feasibility studies. By making a study of the auxiliary 
indmtries established abroad it sh0tL1d. be possible to make 
an accurate assessment of the possibilities. Furthermore, 
when!"'I)!!?, we go in for foreign collaboration we eould ask 
the collaboratoTs to make provisiOn or give ustJ.e know. 
howcabout fttaWi&Mnftt of BUita~ a~«ary 'ruimtrie •. 



VI 
CONSULTANCY AND COLLABORATION 

~atu.re of 85. Foreign consultancy and collaboration in the public 
.~= ':d enterprises have covered a wide range of assistance: finan-
c:oUaboration. cial assistance to meet the cost of importe.-d plant and equip-

ment and payment for technical services etc., technical 
assistance for consultancy services, covering design, layout, 
production know-how, erection and operation and; service.s 
of foreign technical personnel and training of Indian per-
sonnel abroad. Among the public enterprices that have 
sought foreign collaboration, some have required only the 
te.-chnical services of the consultants and services of foreign 
personnel; others have also sought plant and machinery, 
and still others have sought both technical services and 
plant and machinery and have also depended on them for 
erection and commissioning and operation of the plants 

&6. A statement showing the names of projects togeth('" 
with foreign consultrfnts appointed for them is given in 
Appendix IV. 

A. TURNKEY CONTRACTS 

Projcctl Bct 87. The Committee note that the following projects were 
up on tuT.D- t t k b'· key con- se up on urn ey aSlS. 
trIc':I. 1. Durgapur Steel Plant 

2. Sindri Fertilizer Factory 
3. Fertilizer Group of Plants of Nangal Factory. 
4. Methanal Plant of the Trombay Fertilizer Factory. 
5. Alwaye Units of Hindustan Insecticides Limited. 

88. The latest examples of projects to be set up on turn-
key basis are the Cochin Refinery Limited and Sulphurie 
Acid Plant of the Pyrites and Chemical Development Co. 
Ltd. 

89. During evidence, the Secretary Ministry of Industry 
and Supply explained that in so far as the Sindri unit of 
Fertilizer Corporation of India Ltd. was concerned it was 
the first public sector project to be put up in the countrr 



and since we had no expe·rience of putting up of a fertilizer 
plant it was done on turnkey basis. The same was true of 
the Fertilizer Group of Plants at Nanga! and the Methonal-
Plant of Trombay ProjEct. About the Durgapur Plant, the 
Secretary, Ministry of Iron and Steel stated that the credit 
was given by Great Britain. It was to be set up in a very 
short time and sufficient knowledge about setting up of 
steel plants was not available within the country. 

90. About Cochin Refinery Ltd., it was stated that sav-
ing in time was the main consideration for giving the con-
tract on turnkey basis. About the Alwaye unit of the 
Hindustan Insecticides Ltd., it was explained that since we 
did not have the necessary know-how Government decided 
that tender should be invi·ted on turnkey hasis. 

91. It was stated by the representative of the Ministries 
that by and large a turnkey project costs a little more but 
ther€' was saving in time of say 6 months to 1 year. 

92. The Committee consider that the saving in time in Committee', 
the comp~etion of projects must be weighed against the ~;meDd
disadvantage of Indian engineers not being able to experi-
ence the setting up of such projects and the e:ctra expendi-
ture that has to be incurred on the project as a whole. The 
Committee therefore recommend that setting up of plants 
on turnkey basis should be confined to cases where time is 
of essence or where we lack the necessary technical skill 
4nd know-how. 

B. EXTENT OF CONSULTANCY 

93. The Committee noticed that in the case of the Heavy 
Power Equipment Plant and the Boiler Plant of the H.E.L. 
the consultants, Mis Techno-export (Czechoslovakia) pre-
pared besides the outlines of the main sections of the 
Plants, the outlines for all auxiliary shops (e.g., carpenter 
shop, oxygen house) and wood storage coke yard, garages 
,and fire stations, locomotive shed, kitchen and dining room, 
cycle stand, car parking garages, parking places and bus 
stand. Similarly, in the case of the National Coal Develop-
ment Corporation, collaborators prepared Detailed Project 
Reports, designs and working drawings. In the case at 
Heavy Engineering Corporation contracts were entered 
into with USSR and Czech consultants for organisation 
manuals at a total cost of Rs. 27.24 lakhs. Further in 

-the case of the Nangal Unit of the Fertilizer Corporation of 



Bttimatel 
Committee'. .... 

GO\1t.'s 
policy. 

2M 

l&diIl, the Obinmi~.ItiA1Bi tbat tlie t1otlBtI1tMite Were ask-
etci to pi'epare It design 6f storage silo. Likewise, in the 
ease t1I. Ouj&Fat Refinery; the dtawings for the workShop 
buildings were obtained from abroad. 

94. The H.E.L. and N.C.D.C. cases had earlier come to 
the notice of the Estimates Committee. In the case of 
N.C.D.C. they suggested in their report that to foster indi-
,enOlts talent and to save avoidable expenditure of fbreign 
exchange, the- Government should lay down certain princi-
ples regarding the nature and extent of the foreign colla-
boration so that any work (including the preparation of 
the. Detailed Project Report, Working Drawings etc.), for 
which we have the necessary technical know-how is not 
eione by foreign collaborators. In reply it has been stated 
that the general principles underlying the recommenda-
tion would be followed to the extent feasible and the- M:n-
istries were being requested to issue necessary instructions 
to the public undertakings under the-ir administraUve con-
trol. 

95. During evidence, it was explained that it was now 
Government's policy not to encourage foreign collabora-
tion if it could be avoided, except in the eases of turnkey 
jobs. Referring to the Gujarat Refinery case the Secre-
tary, Ministry of Industry and Supply expressed the view 
that "Even where a turn)te·y job is given, there is nothing 
to prevent Us from telling them that in regard to these 
items they need not do anything more than give out a site 
plan indicating locations so that they may not interfere 
with the flow of goods in and (jUt of the main factory." 

Commit~·. 96. The Committee hope that the instructions issued to 
luucation. the Ministries in this regard would be strictly followed. 

They would suggest that the Committee of Secretaries a.p-
pointed to negottate and scrutinise foreign collaboration 
praposliis should pay special attention to this aspect. To 
assist the Committee of Secretaries in the above ;ob a. re-
view of c01l3ultancy ttrrangements shOuld be conducted to 
p;-epare a list eontdining items on Whichfot~ign (!61t!uI-
tahCy should 1ibt be anbw~d. the list should be 1'evlsed 
from tUne to tirttl itt th~ lig"ht 6f fUf'ther progress il1 tech-
nkill know-hi:Hb and 4Wildbtttttl ofjSUtfLt aM mdchtftery 
'" the eouflt1'y. 



S5 
C. TERMS OF C5NTRACT 

97. Theaervices to be rendered by a consultant and the 
payments to be made to him for those services or facilities 
to be offered by the undertaking are laid down in CODl-
tracts. The draft of the conti'act is usually suppliedl by the 
Consultants which is scrutinised by the undertakiha and 
Government. ·It is at this stage that an undertaldng can 
safeguard its intereSts. 

98. While the services to be rendered by the Consul- Diversities 
tants are bound to differ froin undertaking to undertaking ~ t:a:=: 
according to the nature and extent of collaboration sought, 
the Committee noticed that in certain basic matters viz., 
rights of project authorities and obligations of the Consul-
tants also there existed diversities. The table on the next 
pages shows the diversities in these matters in the con-
tracts entered into by some of the projects with their con-
sultants. 
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99. Apart from these diversities certain shortcomirlp 
in the contracts have also come to the notice of the Com-
mittee. For instance, in the case of Rourkela Steel Plant 
responsibility could not be fixed on the Consultants for 
the breakdowns in the V3r~OUS units which occuTred soon 
after their commissioning, because the Consultants were 
responsible only for the commissioning. According to the 
information supplied by H.E.L. "the commercial prices 
which had been allowed for in the agreement left things 
vague". Difficulties had also been experienced by N.D.M.C. 
in the Consultancy agreement for its Khetri Project. 

100. The Committee would therefOTe recommend that 
a review of all the past consultancy agreements entered 
into with foreign collaborators should be made with a view 
to draw up suitable model terms for future guic1Jance of all 
the public undertakings. Such a review may also include 
agreements with foreign consultants entered into by large 
private undertakings. 

D. CONSULTANCY FEES 

101. Consultancy fee is usually determined as a per· 
centage of the total cost of the proje'ct. In the East Euro-
pean countries this fee is computed after the Detailed 
Project Report has been prepared for which there is a 
separate fee. From the information furnished to the Com-
mittee, it was noticed that the fees paid to consultants 
have varied widely between various undertakings. 

Principles 102. The Committee enqUired whether it would not be 
~e1~e.~ desirable to lay down some principles to determine the 

reasonableness of the fees to be paid to the consultants. 
They were' informed that it would not be practicable to 
lay down, in all details the principles to determine such 
fees as conditions varied substantially from industry· to 
industry Rnd from consultant to consultant. The scale of 
fees prescribed by various consultancy associations In other 
countries were however kept in view. 

Commit- 103. The Committee consider that although it might be 
tee~=- difficult to lay down detailed principles in this regard, 8'()m.e 
III • guide lines for those who negotiate with collaborator. -1ft,..t 

be drawn to determine the reasonablen~1B of the fee •. 

104. The Committee would in this connection furthetr 
add that the .kill of 0U1" repraentati"e. who negotiate 
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UJtIh foreign oO'l~ <fIW1 molt q# otIof ~ . 
. "'(lftge7nennooue bu", I~~.w i~ thY ~ rat.h.v th,qR. 
by inviting t8'nders) ,* in ~b~mng ~lkJJPr¢io:n ~ 
~ tentla. 11 • .,·""h pearH~. Q/ the. JOTei~ 
Cfledtt ieto b npaU u f_ t~ *~., oot~~or., Qr the 
~l.tu.; the ~. of t-. eol14bQJ!4ti~ tp tlt4t 
llI'tem iI diminiaha". 'l'he C~.. would I1I-gg~ th(a 
".at." emphori.s .• Uul~ be leoici '''' ~re «luring. Mgo~ 
tIioM tOW4T& reducing 1M oo"""~ /e64, 'tG the mint.-
tMIm. 

E. Pftoa!tms 1blPeR'IB BY CONSUL'lIAN'I'S 

105. The Com.mittee noticed that ill the casu' of the ConlultaDti 
following undertakings the Consultants/Collaborators w~re :':~U~~hired 
not required to submit any repci)rt reg8.i'ding progr. of reporu of 
W()rk: ::-01 

(i) Heavy Er\gineering Corporation Ltd. 

(ii) Instrumentation Limited. 

(iii) Gauhati and Barauni Refineries. 

(iv) Sindri and Nangal Units of JilertlUzer COl'JK>ratioD 
of India. 

(v) Nation~l Instruments Limited. 

(tv) Hfnd1l8tan Maohine Tools LimittKI. 

(vii) Bharat Heavy Electricals Limited (Hardwar, 
ay~rabtui ~nd 'l'lr~crn.rap~ Uni~). 

(viii) Hinduetan Cables lAd. 

106. It was stated that in m_ of t.... £II8ef .. 
cept Hea'Vy El'1giaeerlng COl'pOratton, and B~l Baa..,. 
B!ectricals (Hyderabad and TtrumuepaW U1Ii18) 1he pl'Q-
gi-eII was reported by the IIODSultants at tJae periodioal 
meetings with tbe project authoPittes. In iiM C8I88 of 
H~avy 'Engineering CerperatlOft, and Bharat H ..... Bleeta-
-cals (Hydf!rabad8Jld1'iruchirapalll Uftits" it wu eta" 
~at since our eftgifteeN were ·adtulllyll8llllci.t.d ~th tiae 
coitsultanta in the· eoft8tJ:IUetioll .ad neautioll·at. ttae pJOo. 
jectspl'Og1'eIS !'eports ·wwe not «*lIt_ad neo'.,ry. 

ll>7. The Cotm*Uee ceuider .... ftpot1 from 09~ ~ 
,*",tI at ~ tatt'nHlb ..... wry Uceaartl .. , ...... =~ 
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m4T14geme-nt to att~nd to any difficulties that the con.!UI.-
tants might have and to remedy them. Furthermore if. 
the consultants have to submit reports in writing they 
would be more careful to comply with the provisi0113 of· 
agreement than otherwise. By reducing such matters to 
writing chances of there being difference of opinion later 
on in case the time schedules etc. are not kept will also be 
minimised. The Committee would, therefore, suggest that 
in .the terms of agreements, there should invariably be a 
provision that the consultants will submit reports on the7 
progress of work to the undertakings at prescribed inter-
vals. A copy of such reports should also be forwarded to 
the Government so that the latter can watch the progress 
of the project and give directionS, if necessary. 

pa:~i:~ to lOB. The Committee noticed that in the cases of certain 
fu'e progrell projects like the' Alloy Steel Project of the Hindustan 
of work. Steel Limited, Instrumentation Ltd. Hindustan Photo 

Difficulties 
in including 
luch provi-
sion in 81-
rcemenu. 

Films Manufacturing Co. Ltd., and Gauhati and Barauni 
Refineries, payments to the Consultants were not related 
to the progress of work. 

109. It was explained to the Committee that imposition 
of such a condition in the agreement would depend upon 
the scope of the consultancy/collaboration agreements. In 
most of the cases which were non-turnkey jobs, consultants 
did not undertake responsibilities for' implementation or 
construction. 

~t- 110. The Committee however noted that apart from the 
:n~ IUaee- construction of Projects the duties of the Consultants also 

included the preparation of De.tailed Project Report, sup-
ply of working drawings, preparation of tender docu-
ments, supply of plant and machinery etc, In the absence 
of a provision in the agreement relating the payment of 
fees to the progress of work, it would be difficult to ensure. 
that the performance of the consultants is satisfactory. In 
the case contract with the consultants does not stipulate 
payments to be made to them according to the progress of 
erection/erta.blishment of the project but only links them 
with the passage at time G8 is the case ",ith the Alloy Steel' 
Project, paymettts have to be fI14d-e to· theConstLltants· at 
the sti1lulated time whether the projects makes any pro-

'. ' greu or nnt. The presence of I'UCh a prooirion in the COTt-
t1'act in respect of other projects sue" at Instnt.menta.tWn 
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Ltd. Khetri Copper Project of N.M.D.C. would itself prove 
the utility of such a condition. The Committee therefore 
suggest that payments should be linked to the performance 
of the Consultants. The representatives of the Ministriq 
in subsequent replies have agreed to the suggestion. 



vp 
'PlME SCHl!1DlJL& 

A. DILAYS IN THE TIMELY COMPLIlTION OI'PRO.J1I'.CTS 

111. The following table gives the delay in the comple-
tion/commissioning of some of the running concerns:-

Name of the Project Delay 

Barauni Refinery (I m. ton stage) About 24 months. 

Streptomycin Plant of Hindustan Antibio-
tics Ltd. About 12 months 

DugdB I Coal Washery ofH.S;L. 12 months 

Bhilai Plant of H.S.L. S months to 2.2. montha 

Durgapur Plant of H.S.L. 

RourkelB Steel Plant of H.S.L. 

Mining Scheme of Neyveli Corproation 
Ltd. 

for different unira. 

2 to 8 months for 
different units. 

2 to 40 months for 
different units. 

About 2.2. months. 

112. So far as the projects under construction are COD-
cerned, the Committee find from the information supplied' 
to them that the following projects have been delayed OF are likely to be delayed: 

(i) Alloy Steel Project of Hindustan Steel Liroitect. 

(li) NeyveU Lignite Corporation Ltd. 

(1) Thermal Power Scheme. 

(2) Fertilizer Scheme. 
(ill) Project of Instrumentation Ltd. 

(iv) Project of National Instruments Ltd. 
(v) Hindustan Photo Films Manufacturing Co. Ltd. 

42 
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(\ft) eallki , Surakachhar Project of National Coal 
Development Corporation Ltd. 

(vii) National Minerals Development Corporation Ltd. 

(a> Kiriburu Iron Ore Project 

(b) Khetri Project 

(c) Bailadilla Iron Ore Project. 

113. The Committee Wlderstand that at preaent the TJPeI of 
project authorities have to sub~t a monthly progress re- ~~~ed 
port of work to the Ministry. Besides, the project authori- It preleDt. 
ties have also to submit a monthly financial review of the 
project expekld.iture. Moreover, a representative of the 
Ministry is also on the Board of the project. 

114. The Committee had enquired during evidence as Action tIIten 
to what action was taken by the Ministries to remove the ::r~~ 
impediments in the timely completion of the projects, as report~. 
brought out in these progress reports. The representativea 
of the Ministers informed the· Committee that appropriate 
action was taken wherever, the project authorities pointed 
out some difficulties. For instance, to meet the shortage 
of cement, Government had decided to start a public Wlder-
taking viz. Cement CorporatIon of India Ltd. Similarly, to 
meet the shortage of fabricated steel, the bigger fabrication 
units in the private sector producing steel fabrications 
were being persuaded to expand their capacity. The Min-
isteries also wrote to the State Governments drawing their 
attention to the difficulties of the projects in this regard. 

115. The Committee realize that a eertai71. measure of CommJt-
delay ion Commissi07l.i7l.g' of the projeat might be in.evitable tee'. view 
due to depe7l.dence 071. foreig71. help or the 7I.l1ture a7l.d Bize 
of projects or the shortages of materials. They are alBo 
appreciative of the steps taken to meet the :fu7l.dame7l.tal 
needs of the projects such as Cetne7Lt, fabma.ted steel etc. 
Bu.t they are not c07l.vi7l.Ced that the Min.iBtries ha.w punu-

. ed the prt>gress at the projects u.nder them GB closely CIS 
they should have dOM. 171. fact the Secreta.T'I/, Department 
Of Heavy En.gi7l.eering admitted that the ,cruti7l.Y of the 
reportl senot by the project authoritie, to4I not Q.I m:i1lcietlt 
and detailed as he would have like them to be. The Com-
mtttee C07I.8ider that i71. the formatit1e nag., of the project 
eM respo.n.ribility of the Minishie. should 7I.Ot ceue 4tt-

2003 (All) LS-4. 
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sanction.ing the pro;ect and/or entering into agreement with 
collaborators but they should also see that they progress 
tlCCo.,ding to the schedule and whatever difficulties are like-
ly to arise in their implementation. are. foreseen and attend-
ed to. In thei., report on the Fertilizer Corporation. of 
India Ltd. the Committee have already emphasized the 
need fOT setting up of Technical Planning Cells in each MiR-
istTY at an early date, as recommended by the Planning 
Commission. It should be the responsibility of theBe Cella 
to anGlyBiB the reports received from the pro;ects systema-
tically and sugge" remedial action in time. 

B. DBA WING OF TIME ScHEDULES 

116. In their report on Township and Factory Buildings, 
the Committee have already pointed out that delays of 
1 to 3 years in construction of Civil Works and completion 
of factory buildings "could only be due to lack of planning, 
proper programming and lack of co-ordination". A similar 
observation has also been made by the Planning Commis-
sion in the Mid Term Appraisal of Third Plan as follows:-

"The progressing of projects could be speeded up if 
adequate care is taken initially to plan the pro-
ject in sufficient detail, to define its scope (and 
adhere to it), to estimate the cost and foreign 
exchange reqUirements with sufficient degree of 
precision and to lay down realistic schedules of 
implfJmentation. The lack of adequate prepara-
tory planning has largely contributed to the 
delay in the implementation of certain projects 
in the public sector for which even foreign ex-
change credit was available". 

Commit- 117. The Committee were infoT1'!1ed that instnACtionB 
~~ had been issued to aU the undert.akings to draw up a time 

schedule, if not already done, oooering an their COMtTuc:--
non programmes .,elating to the different Departmentsl 
Wings of their p.,o;ect. The Committee t'TUBt that Gooem-
men.t 1,vould e.nsure that the Instructions are implemented 
and it there are any difficulties the same are attended to 
promptly. The time schedules d.,awn up by the conaul-
tants/pro;ect authorities should be fairly detailed to enable 



the monagement to keep a clo,e watch OMT the progre •• 
of the project. 

118. The Committee would further recommended ,that 
project authorities should be asked to prepare subsidiary 
time schedules, within the broad time schedules WOTked 
out in the Detailed Project Report as has been done in the 
cases of the Alloy Steel Plant (separate programme for 
each shop); Neyveli Lignite Corporation Ltd. (Mining, 
Thermal POWeT, Fertilizer and Briquetting and CaTboris-
ing schemes) (detailed erection schedule for civil works 
etc.), and Instrumentation Ltd. (detailed subsidiary time-
schedules for the training programme and the construction 
programme). Such schedules would be helpful in achieving 
the over all ttme schedules. 

119. In this connection the Committee would also re-
commend to the project authorities the adoption of one of 
the latest methods of time scheduling prevalent in the 
Western countries such as PERT. (ProgTamme Evalua-
tion and Review Technique). 

C. INCLUSION OF TIME ScHEDULES IN THE DETAILED PROJECT 
REPORT 

120. The Committee noticed that in the cases of some Inetaocet. 
projects viz., H.M.B. & C.M.M. Projects of the Heavy Engl- :j=II~e. 
neering Corporation Ltd., National Instruments Ltd., Indian wen inclu-
Drugs & Phamaceuticals Ltd., Bharat Electronics Ltd., and ~~~:. 
Instrumentation Ltd., time schedules for the completion 
of the Projects were not included in the Detailed Project 
Reports, whereas in others like the Alloy Steel Project, 
Neyveli Lignite Corporation Ltd., Heavy Eledricals Ltd., 
these were included in the Detailed Project Report~. 

121.. It was explained to the Committee that most of Govt.', ex· 
the projects in which time schedules were not included pllDatioD. 
in the Detailed Project Reports were set up with Russian 
collaboration and the time schedules for them were drawn 
up after study of the Detailed Project Reports. 

122. The Committee consider the preparation of time Commit-
schedule as most e"ential for the timely completion 01 :~re:n' 
Pf'O;~. As far 48 possible BUCh a schedule should be in 
the Detailed Project Report, itlelf but if for any reason it 
if not possible to do so, it should at least be wOTked out and 
laid down immediately after the receipt of the Detailed 
PTo;ect Report. 



Non .. vaila-
biUtyof 
for. 
excbaDae· 

VIJI 
RAW MATERIALS/, COMPONENTS, PLANT AND 

MACHI~RY 

A. DIFFICULTIES IN IMPOHS 

123. A number of projects are stated to b~ve ~perienc
eddiftlculties in import of raw materials, c.omponents, 
plant and machin~ry. The chief factor respo~ble for 
this difficulty was the non-availability of forej~ exchange 
as would be seen from a few replies quoted below: 

-----------
Name of the ProjeCt Nature of DifficultY 

----~-------. ------~~~--~;~.----~[~--~--~ Alloy Steel Project "While the bulk of the p1!lPt and 
machinery could be covered 
by Yen and Canadian C1edits 
difticulties were experienced in 
the purchase of ancillary plant 
and equipment." 

Mining Scheme of the Neyveli "Requirements invariably cur-
Lignite Corporation Ltd. tailed due to short allocation 

of forei8JI exchange.'; 

N.C.O.C. "Difficulties experienced in the 
matter of foreign exchanp for 
SP!II'CS and parts for projecu not 
covered by foreign coUabora-
don." 

Hyderabad Project of the BHBL "Restrictions on hard currency 
tbreian exchange and delay in 

. timely release of foreign ex-
change specially of hard cur-
rency areas. Even now foreign 
exchange to the tWle of RB. 90 
lakhs from Western coUQtries 
is yet to be released. over one 
year after the decision." 

StreptOD\Ycin project of the "Difficulty in obtaining all the 
Hlndustan AntibiotiCl9 Ltd. requi.ite foreign exchange from 

free resources. Thia limited 
the procurement of the equip-
~t to U.S.A. and to some 
extent resulted in higher cost." 

46 



Name of the Project 

O.N.G.C. 

----------------------

47 
._--_._--

Nature of Difficulty 

Difficulties inrgettin~ free foreign 
... exchange for specialised ~ trans-
~ port equipment .. costing about 
~ Rs. So lakhs.This had resulted 
in delay in installation of rigs. 

124. There is no easy solution to the problem of BCaIr- cl~it-

city of foreign. exchange. But so far as the pilant aM :::=.-
machinery and spares required by the undertaking, at 
their initial stages are concerned, the Committee feel that 
since most of O'U.r projects are based on foreign. credit, the 
problem could be largely met by proper advance planning. 
The Committee htwe already in para 53 ante recommended 
that as far as possible the source of foreign assistance 
should be ascertdned before preparing the Detailed Pro;ect 
Report. In order that this salu.tary principle achieves its 
purpose it is imperative that the estimates of foreign ex-
change requirements -are made most accurately and no 
item requiring foreign exchange is left out. Once the e,ti-
mates are prepared and foreign exchange is m.ade availa-
ble, public underta.kings: should exercise the utmost disci-
ptine in the use of imported material and machinery. The 
Committee feel that with better estimation of require-
ments of foreign exchange before the project is sanctioned 
and strict discipline in the use of imported material etc. 
some of the ,difficulties mentioned above could have been 
avoided. 

125. Besides the scarcity of foreign exchange, a number AllotmcDt 
of projects are also stated to have experienced diftlculty of foreiF 
in the matter of procedure of allotment of foreign ex- excb .... 
Change, even when the foreign exchange was available, as 
will be seen from the following replies received from some 
of the undertaking: . 

Name of the Project Difficulties experienced 
I 2 

-..--------------------------------------------I. NeyveU Lignite Corporation 
Ltd. 

(a) Mining Scheme 

"The sanction is received only by 
about the middle of the haff 
year in question with the result 
that by the time the exchange is 
sanctioned, the validity of the 
offer invariably get lapsed. The 
finns naturally quote higher 
rates and we have to ask for 



1 

(b) Fertiliser Scheme 

2 

additional foreign exchange to 
meet the increased cost. All 

these necessarily result in delays 
in procurement, particularly, of 
plant and, machmery. " 

"The difficuhies experienced in the 
matter of purchase and im~rt 
of plant and machinery mamly 
relate to gening quick clearance 
from the Development Wing 
for the import of certain items 
which, though manufactured 
in India, are not of high 
quality. Even the detailed 
itemised P.O.B. list of plant and 
equipment furnished by the 
foreign contractors was not 
accepted by the Development 
Wing without further corres-
pondence and clarification was 
not easily available and ulti-
mately this had to be imp o(ted. " 

(c) Briquetting & C&rboniaing "There was delay of more than 
Scheme. one year in getting foreign 

exchange required for the 
project." 

"The procedure for inviting ten-
ders and procuring them setting 
the terms of payment to the 
luppliers and obtaining sanction 
for release of requisite foreign 
exchange caused delay in actual 
placement of orders." 

"When the Ministry isaues 
orders to obtain machinery 
not on free foreign exchange 
but against credit facilities and 
the tenderer is an individual 
firm in a non-communist 
country, considerable amount 
of time has to be spent at this 
end fo negotiation with the 
firm to accept payment through 
credit. Most often. the indi-
vidual firm is not keen on sup-
plying the machinery apinat 



(4) Indian Telephone 
Industries Ltd. 

credit facilities and this again 
involves further time and 
correspondence with the Minis-
tries before the final order is 
placed." 

"For importing items like un-
equal angles, tested plates and 
special sections, delays are ex-
perienced in the issue of import 
licences. The licences are glven 
under Aids and loans the 
operation of which is rather 
involved. " 

._-.----_ .. _----
126. The procedure for release of foreign exchange for ,Procedure, . or re ease pubhc undertakings is generally as follows: The public of foreign 

undertakings intimate to the Ministries, the ~timated exchqe. 
amount of foreign exchange required. The Administra-
tive Ministries then submit a consolidated half yearly re-
quirement for all the public undertakings under their con-
trol to the Department of EconOmic Affairs in the Minill-
try of Finance under (1) free foreign exchange (ii) rupee 
payments and (iii) tied loans. Simultaneously, the Ad-
ministrative Ministries also refer the matter to the D.G.T.D. 
for certifi.cate of indigenous nOD-availabi:lity. After the 
Department of Economic Affairs has sanctioned the quota 
it is left to the Administrative Ministries to allot foreign 
exchange between the various undertakings. For actual 
release order, however, the Department of Economic Af-
fairs is again required to be approached This order is is-
sued only after that Department is satisfied that the certi-
ficate of indigenous clearance has been obtained from the 
D.G.T.D. These is one exception viz., in the case of main-
tenance and operational items of spares and stores, the 
Administrative Ministry is also empowered to certify indi-
genous clearance and no reference is required to be made 
to the D.G.T.D. 

127. It has not been possible for the Committee to Comml t-
examine the procedure regarding sanctioning of foreign WI obi ..... 
e~hange but from the abo11e instances it is obvious that utioD. 
the existing procedure hILI hindered the timely completion 
of p,-o;ect,. The Committee unde1'Btand that the procedure 
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for release 0/ foreign. ezch4nge hal been enquired into by 
the V. K. R. V. Rao Committee on the Utilisation. of For· 
eign. Aid and the Study Team on the working 0/ the 
D.G.T.D. The Committee trust that in the light of ,the re-
com-mendations made by these bodies the procedure relat. 
ing to the sanction of foreign ezch4nge for the public under-
takings will be Simplified. 

Ditlicu1tiea in 128. Apart from the foreign exchange diftleulties some 
Cuttoma undertakings are also stated to have experienCed dif!lcul-
dcalJCe. ties in the matter of customs clearance and of import lie-

enc:es. For instance, the Fertilizer Corporation of India Ltd. 
had c~lained that there was delay in customs clearance. 
TIlle H.E.L. had stated that although at the time of approval 
of Detailed Project Report a list of plants to be imported 
is given still before they are imported a number of preli-
minaries had to be undergone resulting in delay. Similarly 
the Coal Washeries Project had stated that the non-avail-
ability of import licences for their plant and machinery 
had delayed the project by 6-12 months. 

Commit-
lee'. obser-
vation. 

1291 In .a note fumuhed to the Commi1.ltee afte-r the evi-
dence, the Government hat1e stated that these procedures 
Me . contantly retriewed. The experience of the above 
undertakings would 8'UggreBt that the procedu.ru leave 
m~h to be desired and cawe delays. A study Team head-
ed by Shri H. C. Mathu.r is stated to M'Ue recently aamin· 
ed inter-alia the points a.t which dela.ys ocC'Ur and where 
bottlenecks exist in the matter of import.. The Committee 
Prust th4t in the light of the recomm.end4tion of the Mathur 
Team it will be possible for the Government to simpUhI 
the procedure regarding import licences and CUBtoma clear. 
a.ce in the case of the public undem-akings. 

B. WPORT SUBSTITUTION 

130. It is a well known fact that most of the pubUc sec-
tor projects have to depend for a substantial portion of 
their raw material supplies, spares and components on im-
portse'lltailing considerable foreign exchange. The Com-
mittee did not call for details of the expenditure on this 
account, but they observe from the 51st report of the Esti-
mates Committee on H.E.C. that the value of the import of 
raw materials and components for C.M.M. Project during 
the year 1964-65 was estimated to be Rs. 1.30 crores; and 
for H.M.B. Project the value of imports during 1964-65 and 
1965-66 together was expected to be Rs. 2: 78 crores. 
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131. The Committee enquired whether Government Indigenous 

had· taken any special measures to find. indigenous sources source of 
f ........ 1· of rial and Th raf mate-o sUflH-Y raw mate spares component. e rial spares 

Government have stated in reply that "the orientation of and com-
the Plan itself is to secure these objectives. Further the ponents. 
DGTD are continuously keeping in view the question of 
import substitution and the creation of fresh capacity for 
spares and components. The projects also try to encour-
age setting up of such capacity." 

132. The Committee however noticed that in a few Concrete 
cases the undertakings or the Ministries had not taken any step. not 
concrete s~ep in this direction. For instance it was reveal- taken. 
ed during the evidence in connection with the examination 
of the Fertilizer Corporation of India Ltd. that the Ministry 
of Petroleum & Chemicals had not approached the H.E.C. 
regJlrding production of spares. 

133. Conaidering the large foreign exchange ~i- Commit-
ture incurred on imports of raw material.s etc., the Com,. tee's view. 
mittee can not ,but too strongly recommend the ~ed for 
conti1'U.t.O'U8 $Urvey of raw materia.Z.s components and apares 
within the country and the need for a sy.t61n4tic effort to 
promote i¥t.genou.s industry f01' producing these ttems. 
It should be the constant endeavour of the Gooernmen.t 
a.nd the Pubtic undertaking~ to ach.ieve, as far GoB po,Bible 
sUf sufficienC'JI in the matter of prOCW'emen.t of rcw mate-
ria.1s 8pa-re and components. The Comm.ittee nave in para 
80 ante ruggested the appointmen.t of a Teann of leZpet1s 
to Alae.s the requirements of ancillary and auzittary ion.-
d1£ltries in. tJt,e public sector projecta. When. Bt.I.Ch ancillary 
W~ ~ Bet up it might be poIsible tor the Wdi-. 
genous ind.tutrie. to prodJuce more components, spares etc. 

134. Along with BUCh measure. Go1'emmen.t should alIo 
euure that where indigenous supplie, aTe a'D4ilable, u.n.der-
takings are not allowed to import. Some undertaking' 
hee created agencie. tor promoting intUgenoua . indUl'tria 
e.g. the ~e Co-ordift41Jioon Committee set u.p by the Oil 
& Natural. Gaa Com:mi8.wn and tke i1ldigeftous Procure-
ment Committee set up by the Department of Iron" Steel 
for If.S.L. The Committee welcome B'UCh e!JrmB and would 
urge that smiliar steps might be taken. 'by the other major • 
undertakings in consultation with the D.G.T.D. 



135. The Committee would also su.ggest tha.t it would 
be desiTable if t'M Annu.at Reports of tM undertakmg. 
indicate the percentage of imported raw materials and 
components used by them in the manufacture of equip-
ment' 80 that the erten.t of indigenous raw materiGls and 
components used by them is known from yea". to year. 

C. INDIGENOUS SUPPLY OF PLANT & MACHINERY 

ProFess in 136. Our dependence on imports is more in the case of 
the setting plant and machinery then in the case of raw materials 
up of indi spares etc. The reasons for importing plant and machinery: .enous 
industry. generally, are: firstly there are not enough manufactur-
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ers of intricate and heavy plant and machinery in the coun-
try as yet; secondly at times the consultant is given a turn 
key contract and the import of plant & machinery is pu1 
of the contract and lastly the aid giving countries/parties 
have made it a condition that the plant & machinery will 
be purchased from a particular country. Be that as it 
may, it cannot be gainsaid that the progress in setting up 
of indigenous induStry for manufacturing various types of 
plant and machinery has been slow. The Third Plan, for 
instance, provided for the setting up of a Heavy Structural 
Plant and also a Heavy Plates and Vessels Projects, but 
no appreciable progress could be made in these fields. 

137. The orily major undertaking which can be said to 
have made some progress towards machine building is the 
Heavy Engineering Corporation which has four projects 
viz., H.M.B.P., C.M.M.P., H.M.T.P. and the F.F.P. A 
new undertaking is proposed to ,be 9tarted for the manu-
facture of fertilizer eqUipment. A Detailed Project Report 
is understood to have been prepared. and negotiations 
started with the consultants Similarly a few other machine 
and building projects seem to have been recently taken up 
viz. Pumps & Compressors Project, Power Boiler Project, 
two new machine tool plan18 and a new. Foundry Forge 
Project. It is further understood that the Government 
has recently set up a Committee (viz., Nagaraja Rao Com-
mittee) to take stock of the requirements of capital goods, 
in cement, mining, sugar industries and steel plants. 

138. White welcoming these m.ea:surea the Committee 
I~ope that neceBBa'l'!/ lesson. would be drCl1.Dn from. the ~ 
perience of the Third Plan. A. plant and mclChiM71l 
comtitu.te the major share of the capital outl41l of the pro-
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ject and also of the foreign exchange expenditu.1'e, saving 
on thi, account would ultimately lead to economy in setting 
'up of projects which in turn will lead to reduction. in our 
'COBt of production and also save ~lu.able fo'reign exchange. 
The Committee 1'e(tlise that to develop i'ndigmou.s sou.rees 
of plant and machinery, a great deal of technical know 
how is necusary. It would be preferable to bu.y this know 
how than to continu.e to bu.y the plants. The Committee 
hope that this wm be borne in mind while jina1.i9i.ng the 
pu.blic sector projects to 'be inclu.ded in the Fou.rth Plan. 

D. STANDARDISATION 

139. A problem intimately connected with the develop-
ment of indigenous industry both for raw materials, spares 
and components and plant and machinery is that of stan-
dardisation. The Conunittee observe that while some un-
dertakings (e.g. H.E.L.) have taken 9teps to rationalize 
the specification wherever possible in order to bring them 
in line with the available Indian Standards specifications, 
others have not done so. Some undertakings (e.g. Hydera-
bad project of the B.H.EL.) have also expressed difBculty 
in doing so because of the difference in the fareign and 
the Indian standards. 

140. The Committee realize that the scope for standardi· Commit-
zaction may be limited in some u.ndertaking" Evan so, tees' . 
effort BhouZ4 be made whenever po.sible to stand4rdiae obserVB-
,- t h' --~.. t 'f .-~. . tion. ploUn, mac Ulery, BpQtres, comy- ....... _ e c. I Inu'genou.B \n-

dustry is to be fostered. The Commtittee consider that it 
,houM be one of the reB'p01UlibilitieB of the Planning and 
Development u.nits set u.p in the vCl1'iouBpro;ectB to evolve 
ruch standards and to give them. wide pU'blicity. 

E. I INVENTORIES 

141. The Committee noticed that in their anxiety to have Heavy 
adequate spares, components and imported raw materials, lnven_ 
the projects, often, at the very initial stages acquired heavy tories. 
inventories, thus blocking up large amount of valuable 
foreign exchange. Often these heavy inventories were also 
unbalanced in the sense that there was too much of some 
items and too little of others. Such unbalanced invento-
ries caused loss of production through inadequacy of parti-
cular item of raw material and spares and components, al-
though there was no overall inadequacy. 
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142. It has been explained by Government that there 
were difficulties in restricting the inventories to the requir-
ed quantity because nonns for the inventories had not been 
laid down. tn support of this it was argued that the very 
fact that some undertakings do have larae stocks illustrate 
the difficulties in establishing norms. 

143. The Committee are not convinced by these argu-
ments. In the opinion of the Committee it should be possi. 
ble though not with absolute accuracy to determine the 
requirements of raw materials, spares, construction mate-
rial and equipment etc. at the i7lAtial rtages of the project, 
just as it is now possible to determine the requirements of 
raw m4terials etc. of operatmg umta i'l'l. terms of months of 
con.umption. The Committee would therefore suggest th4t 
n07'mS in regard to inventories should be worked out and 
afU-r wor1dtn.g out such norms, stricter control on the ac-
quiaition af such materials shOuld be exercised in future. 

144. The Committee notice from the Report of the Com-
patNy Auditors of H.S.L. for the year 1963 .. 64 that in the case 
Of the DUTgapwt' Steel Plant construction material and 
equipment· of the value of RB. 71 lakhs was tying in stock. 
Similar stocks may be found in other undertakings. Th.e 
Committee would suggest that the possibility of utilizing 
it tor ~1\Sio1\ of the units or ot lendi1l.g it to Dther public 
u.ndertakings should be e:rami1l.ed. The Committee would 
furt'h,e., sugge8t thcrt the position of inventories in projects 
under constTuction S'hould be included in the "Annual Re-
port on the working of IndustriaL and Commercial Under-
takings' published by the Ministry of Finance, whiol!; :a'fi 
pretent contines itself' only to inventories of running 



IX 
FINANCE 

A. RBYlalON OP PBoJICTI BaTIMATil 
14,. A statement showing important cues of revision of project _-

mates IS given below :-

Name of the Original Actual/Anticipated Percentage 
Undertaking Estimate Expenditure increase 

1 2 3 __ 4 ___ _ 

Durgapur Steel Plant 

Rourkda Steel Plant 

Bhilai Steel Plant 

Hinduatan Teleprinters 
Ltd. 

Gauhati Refinery 
Hindustan Antibioticli 

Ltd. 
(i) Pimpri Unit 
(ii) Penicillin expan-

sion 
(iii) Streptomycin 

Unit 
Hindustan Photo Films 

Man1.JfactuO~ Com-
pany Ltd. 

National Mineral Deve-
lopment Corporation 
Ltd, (Kiriburu Iron 
Ore Project) 

Hindustan Machine 
Tools Ltd. 
(Watch Factory) 

. Fertilizer Corporation 
of India Ltd, 
(i) TrombaY Unit 
(ii) Nangal 

Heavy Blectricall Ltd., 
Bhopal 

Heavy Engineering 
Corporation Ltd. 

RI. 
II S' 00 crores RI .. aoS' 25 crores 

(Revised Estimate 

128'00 

lIO'OO 

1'5 

I'IS 
0'45· 

1'73 

9'06 

2'50 

24'34 
20'90 

35'2S 

12S'95 

" 

, . 

" 
" 

" 

" 

,. 

" 

" 
" 
" 

" 

1963)· 
Rs. 230·...s crores 
(Revised Estimate 

1963) 
Rs. 202' 34 cron-s 
(Revised Estimate 

1963)· 
Rs. I' 65 crores 

~, 14'51 crores 

Rs. I' 59 crores 
Rs. 0·61 croces 

Rs. 2·08 crotes 

Rs. 8· S3 crores 

RI .. II '22 crores 

RI. 3·68 crores 

Rs. 33"40 crores 
Rs. 31 ·~o crores 
RI. 49' 30 croces 

Rs. 206· So crores 

80% 

IS'5% 

47% 

37% 
49% 
39'9% 
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146. It will be observed from the above table that the 
actual expenditure incurred exceeded original estimates 
by more than 50 per cent in several cases. In some cases 
(e.g., Steel Plants) the rise has been as high as 80 per 

cent. " 

147. The Committee learn that some of the reasons for 
increase in estimates in some of the cases are as follows:-

Projects of the HEC 

(1) The original estimates (as estimated in the 
Detailed Project Report) did not include several 
items of expenditure like sand, washing ?lant, 
railway siding outside plant area, consultancy 
fees, customs duty, port trust charges, foreign 
ex,perts, training of personnel, enabling works etc. 

(2) Rise in quantities of materials and works, pile 
foundations, more foreign experts and rise in 
cost of labour and material in the case of Foun-
dry Farge Project. 

H.E.L. Bhopal 

(1) The original estimate did not include customs 
duty, purchase commission, hostel for trainees 
and township. 

(2) Provision of additional bags in Blocks I and II 
of the factory and heavier and bigger cranes to 
handle, bigger units of production and increase 
in prices of machine tools etc. 

Nangal Project ._; "~;f'l 

(1) Original estimates did not provide for financing 
charges. I 

(2) Revision of capacity also responsible for increaae. 

Trombay Pro;ect 

(1) Non inclusion of financing charges to c.over the 
interest on capital employed during the periocJ of 
construction and working capital in the original 
estimates. 

(2) Higher cost of American plant and increase in 
prices over 1957 level and change in the product 
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pattern of the project which necessitated instal-
lation of some additional plants. 

Rourkela Plant of R.S.L. 

(1) Original estimates did not include items such as 
townships, mines and quarries, interest on capital. 

(2) Increase in quantity of civil engineering work 
and increased cost of erection, increased expendi-
ture on customs duties, escalation etc. 

148. It is clear from the above that apart from the in- Omission 
crease in the cost of construction and addition to faotory at items 
buildings and plants, omission of certain basic items ~ t 
from the project estimates is responsible for subsequent re- rna es. 
visions. These are: consultancy fees, customs duty, train-
ing of personnel, townships, finanCing charges, working 
capital, enabling works etc. 

149. The Committee understand that a check list of pro-
ject e.timates 1uu been prepared by Government for gui-
dance of project authorities and financial advisers and 
1uu been in vogue since 1959. It is surprising that in spite 
of such a check list, the project estimates continue to be 
incomplete and unrealistic. 

150. The Committee note that the EBtimates Committee Commlt-
in their reports on H.E.C., H.E.L. and H.S.L. have repeatedly tee's re-
recommended that project estimates should be prepared na ~or;nen
realistically as possible and should include total commit- a on. 
ments before they are made available to Government for 
sanction. This Committee also in their report on Fertilizer 
Corporation of India Ltd. and. Rourkela Steel Plant de-
precated revisiOl1.8 of estimates because they vitiate the basic 
assumptions on which the project was sanctioned in the fir.t 
instance. The Committee recommend that project (>8ti-
mate. shou.ld be prepared realistically and efforts made to 
odhere to them. The Committee would like to further re-
commend that with a view to avoiding incomplete estimates 
being prepared Government S'hould immediately conduct a 
post t"e11iew of the reason.s for under estimates in the past. 
Based on the findings of BUCh a 'remew suitable instructions 
should be issued to authorities concerned with the preptmJ.-
tion of project eBtimates, for their guidance. If the remew 



reveals that the e~ing check list omits certain. iiem.l, the 
same s1wu.ld be added. 

B. FOREIGN EXCHANGE REQUIREMENTS 

151, The following table indicates the foreign exchange 
component of the cost of some of the projects as indicated 
in the Annual Report on the working of Industrial and 
Commercial Undertakings of the Central Government for 
the year 1963-64:-

Project Estimated Foreign Percentage 
coat exchange 

I 2 3 4 

(Ra. crores) ( Ra. 

Hindustan Cables (Expansion 
Scheme) 2'31 

cror_) 

1'3 S6 

Hinduatan Organic Chemicals 
Ltd. 31 '00 I1'S 37 

Indian Drugs & Pharmaceuti-
cals Ltd. 39'00 10'26 26 
(all the 3 projects) 

National Mineral Development 
Corporation Ltd, 

(i) Kiriburu Project 10'37 3'6S 3S 
(ii) Bailadila Project 14'56 4'77 32'7 

Neyveli Lignite Corporation 
Ltd. 107'08 S2,88 -49 

Hindustan Teleprinters Ltd. , 1 '65 o'8S 51' S 

Hindustan Steel Ltd. 

(i) Rourkela Expansion 132 6.3 46 
(ii) Bhilai Expansion 177 68 38 
(iii) Second Expansion 

of Bhilai 26'5 12'S 47 
(itl) Durgapur Expansion 67 26 . 38'8. 
(tI) Alloy Steel Plant 6S 26'S 40 
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1 

(&S, C1'Ol'C8) 
Fertilizer Corporation of India 

Ltd, 

(i) Trombay Project 
(ii) Namrup 

(iii) Gorakhpur 
(ill) Durgapur , 

Heavy Electricals Ltd, (Bhopal) 

_harat Heavy Electicals Ltd, 

(i) Ranipur 
(ii) Ramchanderpuram 
(iii) Triuvembur 

Heavy Engineering Corporation 
Ltd, 

Pyrites and Chemicals 
Development Co, Ltd, 
(Mining Project) 

Cochin Refineries Ltd, 

Instrumentation Ltd, 

Indian Oil Corporation Ltd, 

(i) Gauhati Refinery 
(n) Barauni Refinery 

33'04-
18'0 

2S'4° 
31'59 

167 

61'21 
28'2 
18'3 

207 

4'39 

14'71 
34'77 

3 

3' 10 
6'90 

13' 19 
12'09 

9S 

26 
15'2 
9 

84 

1'29 

9'00 

1,66 

4 

9 
38 

51 
37'9 

56 

42 
53'9 
49 

40 'S 
29 

53 

34 

41 
SO 

-------------
152.' It will be noticed from the a·bove that in most of the High 

cases· the foreign exchange component has ranged between foreign 
30 to 50 per cent of the total outlay on a project, In a exchange 
number of cases, viz" Hindustan Cables Ltd" Hindustan ':er:r-
Teleprinters Ltd., Gorakhpux Project of Fertilizer Corpora-
tion of India, Hyderabad Project of Bharat Heavy Electri-
cals Ltd, and Cochin Refinery, it had exceeded fifty per cont 
of the estimated cost of the project. 

2003 (AU) LS-5. 
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153. The foreign exchange requirement of a project is 
determined on the basis of:-

(I) Plant and machinery required to be imported. 

(ii) Raw materials and component. to be imported. 

(iii) Consultants fees. 

(iv) Training of Indian Engineers abroad and the 
employment of foreign personnel. 

1M. During evidence, the Committee were informed 
that at the time of formulating a project, effort was made 
to keep the foreign exchange component to the minimum. 

1:>5. The Committee, however, consider it a matter of 
serious concern that in certain projects more than half ot 
the outLay should be in foreign exchange. The Committee 
have already referred to the scope for reduction in con-
sultants fees. As regards the raw materials and compon-
ents, it has been stated in a note submitted by the Mints-
try of Finance that due to difficulties in e,tablishing nonns 
of raw materials and spares and components, their require-
ments 'were not always correctly estimated and tended to 
be over stated. The same thing could 'be smd to some ex-
tent about certain pLant and machinery. 

156. The Committee would therefare recommend that to 
meet the fareign exchange shortage whiCh the coun-
try hal been faced with for some time paat, the estimate' 
of foreign exchange expenditure should be prepared more 
reaListically and while sCTUtinising them a thorough exami-
nation should be made of the raw materials, plant and 
machinery etc. to be imported with a view to determining 
their necessity and non-availability in India. The fact that 
in most cases the foreign exchange is assured by the col-
laborators, should not in the opinion of the Committee, 
make the Government relax proper scrutiny of the foreign 
exchange expenditure in the public sector projects because, 
the larger is the amount of foreign crriit the greater is the 
liability towards servicing of such foreign loan.s and their 
repayment, which hM ultimately to come from our free 
forfrlgn exchange resources. 

157. The Committee also consider that the projects ,et 
up with high proportion of foreign uchcmge should be 
under an. obligation to earn foreign exchange for the coun-
tT'JI when they go into production.. Therefore, while decid-
ing on the feasibility of the project the period within 
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which the foreign exchange expenditure on the capital cost 
and the recurring cost (spares, raw materials, etc.) of the 
project will be redeemed by the reduction in imports and 
earnings from exports should invariably be considered. 
The representative of the Ministry of Finance has agreed 
with the suggestion. 

C. MEASUREMENT OF PRoFITABILITY DURING CONSTRUCTIOlt 

158. An important problem which arises In the case of Deter_ 
projects which are in a continuous phase of expansion (by mination 
increasing their capacity ~r. increa~ing the ~~ge of their :!b~::'
products) is that of detenmnmg thelI profitabihty or the re-
turn on investment. The case of H.E.L. Bhopal may be cited 
as an example. The H.E.L. started with the production 01 
static items of heavy electrical equipment viz., switch gears 
and transformers. Subsequently, they have begun to pro-
duce rotating items like motors (industrial and traction) and 
are now proceeding to manufacture generators. The produc-
tion of switch gears and transformers was in full swing, 
production of motors was progressing and that of generators 

. was being arranged. The value of production in the year 
ending 31st March, 1965 was slightly above Rs .. 6 crores. As 
re~ards the profitability of the undertaking, it was learnt 
that until production went upto Rs. 33 crores profits could 
not be eXDected, and that this target would be reached 
after 1966-67. 

159. The Committee consider that in public undertn.7c- Commit-
inall like H.E.L. where 'PToduction and e:rpanrion take "Zar.'" tee' • 
.timultaneously, profitability and economy of working Rhould rec0!r-
be tested from time t.o time otherwise the capital inveltp.d ~:: a-
during the course of expansion is mixed up with the capital 
invested for the original capacity and there iI no mean., to 
determine the return on the investment originally made. 
Mistakes made in the initial atage, could alia be concealed 
through mid-term. ezpa.mion. 

160. The Committee therefore recommend th«t in .ruch 
casu, there should be a .eparate computation of production 
cost and prOfit with respect to the completed unit. of the 
industry so that it would be possible for the management 
and the Government to watch the per/tmn411.Ce of the 
pro;ect. 
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D. CAPITAL STRUCTURE 

161. A statement showing the composition of equity and 
debt in the capital structure of the major undertakings 
included in the study as noticed from the Annual Report 
on the working of Industrial and Commercial Undertakings 
for the year 1963-64 is given below:-

St. Undertaking Equity Loan Ratio of 
No. equity 

to loan 
I 2 3 4 5 

--------
(Rs. in lakbs) 

I. Aeronautics India Limited, 
Bombay· 163'0 1:0 

2. Cochin Refineries Ltd., 
Emakulam 614'2 1:0 

3. Fertilizer Corpn. ofIndia 
Ltd. 4805' J 3426 '3 1:0'7 J 

4. Heavy Electricals (India) 
Ltd." 3549'9 3696·8 1 :1'04 

5. Hindustan Antibiotics 
Ltd. 247'3 1:0 

6. Hindustan Cables Ltd. 160'5 177'7 I : 1 . 1 
7. Hindustan Machine Tools 

Ltd. 800'0 678'7 1 :0'85 
8. Hindustan Insecticides 

Ltd. 247'3 1:0 
9. Hindustan Organic Chemi-

cals Ltd. 152 '0 1:0 
___ ---C _______________ _ 

.. • Aen:mautics India Ltd. has since ~ ~DVerted to form 
Hindustan Aeronautics Ltd. 

··Heavy Electricals (India) Ltd., was bifurcated on 13th 
November, 1964. After adjustment of liabilities -and aueta. the 
comp'osition of equity and debt in the Capital structure of Heavy 
Electrlcals (India) Ltd. and Bharat Heavy Electricals Ltd. on 
311t Mareh, 1985wal of the following order:· 

Heavy Electri.c8ls 
(India) Ltd. 

Bharat Heavy Electri-
call Ltd. 

RI. in lakhs 

Equity Debt 
2588' 80 38'13' 213 

2761'31 726'77 

Ratio 
1: 1'5 
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I 2 

10. Hindustan Photo Films. 
Manufacturing Co. Ltd. 

I I. Hindustan Shipyard Ltd. 
12. Hindustan Steel Ltd. 
13. Hindustan Teleprinters 

Ltd. 
J 4. Indian Drugs and Phar-

maceuticals Ltd. 
15. Instrumentation Ltd. 
16. Indian Oil Company Ltd. 
17. Indian Refineries Ltd. 
[8. National Coal Develop-

ment Corporation Ltd. 
19. National Building Con-

struction Corporation Ltd. 

zoo National Mineral Deve-
lopment Corporation Ltd. 

21. NEPA Mills Ltd 

22. National Instruments Ltd. 

23. Oil & Natural Gas Com-
mission 

24. Pyrites & Chemical Deve-
lopment Co. Ltd. 

3 

300 '0 

598 '5 
44700'0 

75'0 

497'2 
3000'0 

94'5 

821'0 

494'5 

5761 '8 

54'2 

4 

236'7 1:0'79 
6'3 1:0'01 

357.10 1 :0·80 

90'0 1:1'2 

1:0 
1:0 

475'v 1:0'96 
3726'3 1:1 '34 

534'4 1:0'65 

55'0 1 :0' II 

15'0 1:0'13 

1:0 

1:0 
.-... _---_._------_._--- .. _----

162. It will be observed from the above table that 
barring a few instances where the debt is slightly more 
than the equity capital, in all other cases, the equity was 
more than the debt. 

163. It has been explained that the preSent imbalance Explora-
between equity and loans was mainly due to past invest- tion for 
ments and investments in new units and expansions being imhelan-
initially in the form of equity. ceo 
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164. It was stated. during evidence that to rectify the 
situation the entire equity debt ratio in the public sector 
has been changed to 50: SO. The intention was to have 
more or less the same kind of structure for the public as 
well as the private sector. It was also explained that in 
a capital intensive plant, there was some justification for 
having a higher equity ratio otherwise the servicing of debt 
itself would cost so much to the project that its product 
wouldbecom.e uncompetitive. 

165. While appreciating that in capital intemive plant.., 
it might be necessary to have higher proportion of equity, 
the Committee do not feel that the present ratio of 50 : SO 
between equity and loan is conducive in bringing cibout 
cost-conscioumess in the management of the public under-
takings. Unlike a private entetprise there is no compul-
sion in the public undertakings to declare dividends on the 
equity capital. A larger proportion of equi.ty (and lower 
proportion of debt) can also enable the management of 
'the pubLic undertakings to artificially .ho'Wlower cost of 
production and hence lower prices. But if the loan capital 
is more the ma~gement is bound to be vigilant because 
it hIU :to pay interest on the loan. The Committee would 
therefore recommend that the present equity debt ratio 
which was ji3:ed in 1960 should be reviewed with a view 
to raising the proportion of debt. In the opinion of the 
Committee a ratio of 1: 2 could be .afely adopted, as it 
W(18 also the ratio obtaining in- industry generally. The 
representatives of the Ministries agreed with this view. 
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ORGANISATION 

A. ApPOINTMENT OF PRoJEcT OJ'FlCERS 

166. The present policy in the matter of appointment Govern-
of project officers in the initial stages of setting of projects ment's 
is to appoint a well qualified and experienced officer suitable policy. 
for the particular project as O.S.D. in the administrative 
Ministry. This oftlcer and his std usually COIl6titute the 
nucleus of the essential administrative machinery and 
when the project advances, an implementing authOrity was 
fonned. Thereafter it is registered under the Companies 
Act. Steps are then taken to constitute a Board and appolnt 
Managing Director/General Manager/Financial Controller/ 
Adviser etc. Thereafter it becomes the responsibility of 
the Board to recruit the necessary engineers and other tech-
nical statf and stationing of project authorities. 

167. The Committee however noticed that in a number Loa.g 
of cases there was a long time-lag in the appointment of ~im.-lal 
the Project Officer and the Financial AdWser or Chief Ac- 10 the1 t 

apPO Jl -counts Officer after the Government's decision to set up a menta. 
project as is evident from the cases cited in the following 
table. 
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168. It will be noticed from the above table that theze 
was delay of more than 1 year in the appointment of Pro-
ject Officer in the case of H.M.B.P. C.M.M.P. and 
F.F.P. of Heavy Engineering Corporation Ltd. Similarly, 
there was a delay of 2 to 3 years in the appoint-
ment of Financial AdviserslChief Accounts Officers in the 
cases of the H.M.B.P. C.M.M.P. H.M.T.P. and F.F.P. of 
Heavy Engineering Corporation Ltd. and the Hindustan 
Cables Ltd. 

169. In a note furnished to the Committee, after the 
evidence the G<>vernment have stated as follows: 

"Normally there should be no time lag. In the 
majority of cases, the officers who are appointed 
as Chief Executive Officers were already associa-
ted with the project from their inception as 
O.s.D." 

170. The Committee note with sati8faction that Gov-
ernment appreciate toot the1-e shoul.d not be any time lag 
normaUy. They trust that Project Offi,ce-rs and Financial 
Advisers witt in future be appoin.ted as ea'rly Q.I possible 
after the GO'UeTnment has decided to set up a project and 
in any case before the receipt of the Detected Project Report 
as delays in this respect are bound to prove detrimental to 
the expeditious execution of the projects. 

B. CHANGES IN THE TOP EXECUTIVES 

171. The Committee were informed that in the cases of 
the following undertakings persons held charge as Project 
Officers from the start tm the projects went into produc-
tion:-

(i) Hindustan Cables Ltd. 

(ti) Hindustan Steel Ltd. 
(a) Durgapur Steel Plant 
(b) BhUai Steel Plant 

(iii) Indian Telephone Industries Ltd. 

(iv) Hindustan Teleprinters Ltd. 

(v) Hindustan Insecticides Ltd. 
(a) Delhi Factory 
(b) Alwaye Factory 
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(vi) Fertilizer Corporation of India Ltd. 
(a) Sindri 
(b) Nangal Unit 

(vii) Heavy Engineering Corporation Ltd. 

(a) Coal Mining Machinery Project. 

(b) Heavy Machine Building Plant 

(c) Foundry Forge Project 

(viii) Bharat Heavy Electricals Ltd., (High Pressure 
Boiler Plant, Tiruchirapalli) 

(be) Bharat Electronics Ltd. 

(x) Hindustan Aeronautics Ltd. 

(xi) Hindustan Antibiotics Ltd., Pimpri. 

172. It would appear that it has not been possible for 
Government to retain the same persons as Project Omcera 
until the project went into production in other cases (e.g. 
Rourkela Steel Plant, and Hindustan Machine Tools Ltd.) 

173. During evidence it was stated that these changes Reasons 
were effected because it was felt that the public interest lor fre-
would be better served by those changes though there would :ent 
be a temporary set-back for the project. For instance, anlt:l. 
sometimes the project officer did not get on well with the 
State Government or with the foreign experts and had 
therefore to be shiIted; at other times he became due for 
promotion in his parent department and had therefore to 
leave the project. 

174. In their report on the Rourkela Steel Plant the Com- Commit-
mittee have already taken exception to the frequent change. tees' re-
in the post of General Manager during the crucial formative eommen-
years of the Plant. The Committee view with concern dation. 
similar changes that have taken place in so many other pro-
;ects. With a view to ensure con.tinu.ity of management the 
Committee would recommend that once a per.on ia po8ted 
as General Manager or Project Officer, he should not O'I'di-
narily be changed until the project has reached a certain 
stage where the change would not affect the smooth pro-
grea. of the Project. The Committee do not intend t~t the 
individual '0 po.ted ,hould. suffer in any way, if promotion 
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• is due to him in his parent department. At the same time 
the interests of the project cannot also be sacrificed. Gov-
ernment should therefore examine the feasibility of exten.fl.-
ing the benefit of promotion8 to such persons in the projects 
itself, so that they may continue to serve the projects. 



XI 

EXPANSION 

A. POLICY REGARDING ExPANSION 

175. The Committee noticed that in the case of follow- Expan-
ing undertakings expansior.s were decided upon by Gov- sions be. 
ernment even before the original plants achieved the rated fOh~ rea-

. . C In, the capaCIty. - rated 
(i) Rourkela, Bhilai and Durgapur Steel Plants. 
(ii) Barauni and Gauhati Refineries. 
(iii) Penicillin and Streptomycin units of the Hindus-

tan Antibiotics Ltd. 
(iv) Heavy Electricals Ltd. 

(v) Heavy Engineering Corporation Ltd. 
(vi) Namrup Project of Fertilizer Corporation of India 

Ltd. 

capa-
city. 

176. The Committee were informed by the Ministry of Govt's 
Petroleum and Chemicals that "it was not necessary or View 
feasible in all instances to reach full production before [Ox· 
pansion was considered because expansion had to be o!Onsi· 
dered 'on the basis of anticipated demand and delay in such 
decisions merely by insistence of prior achievement of full 
production might not be in the public interest." Other 
Ministries have also stated that they did not necessarily in-
sist on achievement of rated capacity before sanctioning 
expansion, because expansion depended upon demand. 

177. In a note furnished to the Committee after evidence 
they were informed that wherever expansions had been 
decided upon before original plans were put into operation, 
it was more in the nature of advanced planning to meet 
future shortages and that such decision had not adversely 
affected the original schedule of implementation. 

178. The Committee are surprised at. its being maintain· 
ed that the decision to expand before the achievement of 
full rated capacity had not affected the commissioning of 
projects. The Committee would refer to the reports of 

n 
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the Estimates Committee on H.E.C. (vide paras 15-21 of 
51st Report (Third Lok Sabha) and H.E.L. (vide paras 68-
75 of 35th Report) (Third Lok Sabha) where it has been 
clearly established that these projects had been delayed and 
had to incur extra expenditure on account of decision to ex-
pand before achi~ving full rated capacity. To quote the 
Estimates Committee's Report on H.E.C. "Besides numerous 
complexities that have been created due to changes in the 
schedules of commissioning, cost estimates etc., there is little 
doubt that if the revised cS:pacities had been planned from 
the initial stages various delays and extra expenditure on 
civil works and other items would have been avoided". So 
far as the H.E.L. is concerned the Chairman of H.E.L. had 
himself stated before the Estimates Committee that the 
revisions had delayed the completion of the projects by 
about a year. About the Namrup Project of the Fertilizer 
Corporation of India this Committee had also occasion to 
note that the change in rated capacity had delayed the ex-
ecution of project by one year. 

179. The Committee realise that advance planning must 
be done to meet future shortage but the proper occasion for 
such planning is before the project is sanctioned and 
not afterwards. The Committee are not able to ap-
preciate as to how the demands could suddenly increase 
within Onle OT two years tYf the approval of the original 
Detected Project Report by nearly 100 per cent. e.g., in the 
case of Heavy Engineering Corporation (H.M.B.P.) from 
45,000 tons to 80,000 tons. This only proves that the earlier 
estimates of demand were gross under-estimates. Ours is a 
developing economy where demands are always expected to 
rise and hence it is safer to provide a cushion for future 
increases in demands rather than be conseroative. The 
Committee therefOTe recommend that a.s far 4s po.sible· 4 
realistic and firm production programme of a project should 
be decided upon in 4doonce, after making a thorough study 
and keeping in view the future demands and no change, 
diversification or e%pl1Mon. should n0Tm411y be thought 
of till the project has :been commissioned, unless it is 
technic4Uy possible to change the capacity etc. without 
disturbing the original production schedule. 

180. The Committee would also reiterate the recom-
men.da.tion of the Estimates Committee made in their 51st 
Report on Heavy Engineering CorpOTation Ltd. that Gov-
ernment shoold examine all C48es of revisions of capacities 
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of projects during C01l.8truction with a view to aasesaing the 
delays in commi.!.rioning and thecouequent 10" to the 
national economy apart from any infru.ctuous expenditure 
involved in such revisionos. The Committee believe that 
B1J.Ch a review would reveal valuable lessons for planning 
of future projects. 

B. INDICATION IN THE DETAILED PROJECT REPORT 

181. The Committee noticed that in the Detailed Indication 
Project Reports of some undertakings indication about the of futuire 

. . •. '. expans Oil future expansIon was glven while In others It was missing 
as the following table would show: 

I Included in the Detailed Project 
Report of 

(i) Neyveli Lignite Corporation 
Ltd. 

(a) Mining Scheme 

(b) Thermal Power Scheme 

(c) Briquctting & carbonising 
scheme. 

Not included in the Detailed 
Project Report of 

(i) Neyveli Lignite Corpora-
tion. 

(a) Fertilizer Scheme. 

(b) Clay Washing Scheme. 

(ii) Heavy Engineering Corporation· (ii) Pyrites & Chemical Dc-
Ltd. velopment Co. Ltd., 

(Sulphuric Acid Plant). 

(4) Heavy Machine 
Building Project 

(b) Foundry Forge Project 
(c) Heavy Machine Tools Pro;ect 

(iii) Indian Drugs & Pharmaceuticals (iii) Instrumentation Ltd. 
Ltd. 

(iv) Gauhati Refinery (iv) NationallnstrUmeDts 
Ltd. 

(v) National Mineral Development (v) Hindustan Cables Ltd. 
Corporation Ltd. 
(Khetri Copper Project) 

(m) Bharat Heavy Electricals Ltd. (t'i) Barauni Refinery. 

(rni) Projects under Fer-
tiliaer Corporation of India. 
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(a) Hyderabad Project 
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(b) Tiruchirapalli Project. 
(c) Hardwar Project. 

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

Not included in the detailed 
Project Repon of 

(;nii) National Mineral De-
velopment Corporation 
Ltd. 

(a) Kiriburu Iron Ore Project 

(b) Bailadila Iron Ore 
Project. 

(c) Panna Diamond Mining 
Project. 

(ix) Bharat Electronics 
Ltd. 

(x) Bhilai Steel Plant 
(xi) Rourkela Steel Plant. 

182. It was explained to the Committee that where no 
specific mention was made in the Detailed Project Reports. 
technical details did indicate the possible lines of expan-
sion. In some other cases like National Instruments Ltd. 
(Opthalmic Glass Project) and Instrumentation Ltd. since 
the targeted capacity would meet the requirements of the 
country upto the end of the Fourth Plan it was not con-
sidered necessary to include these in the Detailed Project 
Report. 

183. The Committee consider that irrespective of the 
requirements of the F01.I.rth Plan, it w01.I.ld be advantageous 
to have some indication in each Detailed Pro;ect Report 
of the lines of future expansion, so that if eVentually 
(whether in Fourth Plan or later) it was decided to expand, 
its provision in the Detailed Project Report might be eco-
nomical and would help facilitate matters. 

C. CABINl:I' APPROVAL 

184. The Committee have also noticed that in the case 
of certain projects like the Fertiliser Plant and the Pipe 
Plant of Rourkela Steel Plant and Hindustan Machine 
Tools Ltd. (Expansion Scheme and new units) approval 



7S 

of the Cabinet was obtained for setting up of new units 
or for taking up new lines of production, whereas in other 
cases such as Blending Plant of Indian Oil Corporation Ltd. 
approval of the Cabinet was not sought. 

185. The Committee were informed that under the rules Proce-
of procedure every case of expansion of an existing project dIure. 
was not put up before the Cabinet but these could be 
settled by the Administrative Ministry with the Ministry 
of Finance. Only important cases went up to the Cabinet. 

186. The Committee consider it desirable that u.ntiform CommM-
procedu.re shou.ld be evolved in this regard. They fed teea' 
tha.t after setting u.p a project, where su.bsequ.ently there View. 
Clre departu.res from the original line of produ.ction or 
expansion is embarked u.pon involving considerable fresh 
~stment 81Lch cases shou.ld be put u.p to the Cabinet for 
eapproval. 

2003 (Aii)~. 
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OTHER ASPECTS 

A. LocATION OF PROJECTS 

187. The Committee noticed that for location of certain 
prujects like Barauni and Gauhati Refineries, the Project. 
of the Indian Drugs and Pharmaceuticals Ltd. the. Alloy 
Steel Plant, the H.E.L. Bhopal and the Projects of the 
H.E.C. Location Committees were formed to obtain expert 
advice on technical and economic aspects of locating the 
Plants. In certain other cases e.g., the Alloy Steel Project, 
t~ Rourkela Steel Plant, the Bhilai Steel Plant, the Durga-
pur Steel Plant, Hindustan Photo Films Manufacturm, 
Co. Ltd., and National Instruments Ltd. the advice of the 
Consultants had been taken before deciding upon the l~
tioD. 'Neither of these procedure, however, seem to have 
been followed in the case of certain other undertakings. 

188. The Committee consider that proper selection at 
location of a project is of utmost importance. A careful 
scrt£tiny is essential of technical matters such as climatic 
and geological considerations, raw material availability and 
economic factors like availability and cost of utilities and 
transport. The Committee therefore recommend that 
Plant Location Committees composed of experts in techni-
cal and economic matters sh01Lld invariably be formed 
which should con.rider in detail the SUitability of variou.s 
locations of the future indu.strlal projects. 

189. So far as the a.dvice of Consultants for location of 
a project is concerned, the Committee have no objection 
to Indian Consu.ltants being utilised for this matter. But 
the Committee are definitely concerned ab01Lt foreign con-
sultants being engaged for deciding location of a pro;ect. 
The most recent example of a foreign consultant being 
asked to advise on the location of a project is the selection 
of site by Anglo-American Consultants for the Fifth Steel 
Plant. 

76 
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190. It has been stated by the Government Ulat Wh,. 
"\)(e industries are of . large rn~itude or entirely new" 
'lndia and the pr.oducts are of a highly Sophisticated na. 
it is desirable to have 'the advice of the foreign consultant~. 

191. The Committee consider that circumstances in which eo.-
-aM advice of the foreign consultants 4~ld be 'otLght for mittee'. 
location of the plants should be exceptional. We have Vi ... 
e'BOUgh experience by, now in setting up public undertak- . ""u 

rJ:t) 
~ The functions of the Planning and Development 
·Unt.ta that have been set up in some of the pro;ects cd,o 
include studies in location. Occasion for seeking the ad~ioe 
.-j the foreign ccm.rultants should therefore be confined 
'-only to l/U.chprojects for which we have no experience at 
.u. The Committee hope that this w.ould be borne in mind 
:in the case of undertakings to be set up in future. 

B. POWER DIFFICULTIES 

-'-: ,.: ';~;-

19".l. The Committee noticed that a number of public Projeotl 
lIlndertakings particularly those in the Southern Region .1fec~ 
l'Iuch as F.A.C.T. Hindustan Insecticides Ltd. (Alwaye 
unit) the Travancore Minerals Ltd., Indian Rare Eartha 
Ltd., Bharat Heavy Electricals Ltd· (Tiruebirapalli) faced 
'acute power shortage affecting the production in th~e 
factorl~. The Hindustan Insecticides Ltd. (Alwaye unit) 
'suffered power cut upto 50 per cent. during certain months. 

193. During eVidence, it was stated that these aspecta 
were gone. into pretty thoroughly before sanctioning a 
.project, but the main snag was that of total power short .. 
age in that region. 

11M. The Comtnittee learn from the Ministry of Irriga- Inter-
tion and Power that it had already been decided to establish .tate 
eertain inter-state 1ink~ in tne Southern Region an4 ,their link&. 
'eonstrUcti~n was eXpected .to pe completed dllring 1.966. ,In " .. .:' 
:-rrorking o~t the~,·l~nks. ih~ ~wer.requ.irements of.t~e .. ,.(.'.:'(_; 
'afor~i~ underta1qpgs •. alon$' with other~ had been . tak~ ,.<: . ." 

into account. , . ,. '" .. , 
~ " ... 195. The C~m.iitee hOpe thai the deci8ion to· set . ~p t~f! Conunl\-
~them ~gl~al:'~~' ~:o.u~~~~ ~m~~ie4 of:, ':~.~~u.!~ =.:!; 
'! , .• ': - -..,.' ,-
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eel 10 tha.t the problems of these undertakings along witJt, 
other indu.stries in the private sector aTe solved. Whtm 
IUCh a grid C07nf!S into bei~ it would be necessary to· 
m.su.re that no State is deprived of electricity Iby others 
and that the rate at which electricity is supplied by one-
State to the other is not discriminating. 

C. 'I'RANsPORT DIFFICUL'1'IES 

196. A statement showing the difficulties experienced by 
the public sector projects in the matter of transportation of 
their goods is given at Appendix V. The main difficulties 
are as follows:-

(i) Difficulties in the transportation of oversized' 
consignments for which railway facilities were' 
not available. 

(ii) Congestion at the ports. 

(iii) Paucity of wagons. 

(iv) Normal capacity of the bridges and culverts not 
enough to bear extra heavy load . 

• (v) Railway restriction on movement. 

197. The Estimates Committee while examining the 
National Coal Development Corporation Ltd. noticed that 
the Corporation faced transportation difficulties though the 
annual requirements for railway wagons had been placed 
with the Railway authorities in advance. The wagons 
allotted to the Corporation were less than indented and 
those actually supplied were even less than these allotted. 
This Committee were also informed while examining the 
Rourkela Steel Plant last year that though there had been 
no difficulty with regard to movement of finished material, 
in case of raw materials there had been occasional difftcul-
ties in getting wagons of suitable size. 

198. The Committee hardly need emphasize the import-
ance of timely movement of plant and machinery to the 
project sites. Failure to fulfil transport needs has resulted" 
in delays in several projects. The Committee feel tha.t 
while deciding . the location and working out the tim. 
schedules of the project, the transport requirements should" 
also be properly assessed and as BOon Q.I the location. of II 
project " decided upon adoonce action towards medinv 



it. transport needs should Ibe undertaken. Further during 
.the construction stage there should be a close liaison 
between the project authorities on the one hand and the 
Railways, Port authorities and State Departments in charge 
of Roads etc. on the -other. 

D. COMPLETION REPORTS 

199. It has been laid down in the Third Five Year Plan 
that for each major project a comprehensive completion 
report should be prepared giving the entire history of 
the project, including mistakes which occurred and risks 
taken, this report may serve as a reference book and guide 
to engineers charged with the erection of similar projects 
in future. The preparation of the completion report shou1d 
begin while the works are in progress, and events are 
fresh in memory and the report completed, as far as possible 
iimultaneously with or soon after the completion of the 
project. 

200. The Committee however noticed that barring the Comple-
Gauhati Refinery, Bhilai Steel Plant and Heavy Electricals tion Be-
Ltd. (Bhopal) (only some aspects) preparation of iluch ports ned°t 

prepar . reports has not been attempted. 

201. During evidence, it was stated that the idea of 
preparation of such reports was accepted and instructions 
to all the public undertakings had also been issued in 
October 1964, but there were some difficulties in this regard. 
If the report was made public, there will be public discus-
iion on it which mi.ght prove detrimental to the under-
takings. 

202. The Committee are surprised that instructions to Commit. 
-compile completion reports as recommended in the Third 'tee's re-
Plan should have been issued more than 3 years after the ~--
-commencement of the Plan. The Committee consider a . 
the suggestion for the preparation Of completion repa,.t 
made in the Third Five Year Plan as very important fo,. 
the proper execution of future public sector projects. They 
recommend that Government should ensure the prepara-
tion of completion reports in ccue of all the projects which 
have been recently completed. In the case of pro;ecu 
-under construction the Committee would suggest that as 
.1ar as possible attempt should be made to prepare IUch 
;f'eports as the construction of the pro;ect progre.se •. 
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203. The Committee would further suggest that in order 
that the futtwe public see to?' pro;ects benefit from tM 
eJ;perience of planning and construction of various project. 
suitable instructiom shouLd ;be issued for their guidance .. 
!o ,far as the apprehension about making it public is 00ft-
cerned the Committee feel that the same couLd be 'P"'evf!int-
ltd by keeping the compLetion reports confi,dentilJl. 

204. It was mentioned during evidence that the comple-
tion report on Gauhati RefineTY had been written in a 
very subjective manner and "needed sound editing." The 
Committee feel that if the repo?'ts are written in this' 
foshion, accOTding to Ministry's own admission, the puTpo,e 
of such reports would be df!feated. The Committee recom-
mend that Government should issue .ruitable instruction. 
in this regard so that the reports are written in an objec-
tive manner and present a true picture of the past evems~ 
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CONCLUSION 

205. There is an intimate relationship betw.:!:,n tIle tmport-
quality of planning and execution that attend8 in the .nee of 

• .1 . d . b t' 1 proper .etting up OJ a pr03ect an \ts su sequent opera \ana plannin 
phtue. Project planning is the foundation an which the of Pro-(. 
edifice of the operational phases of the project rests. Any jecta. 
11'TOTtg decision taken at this stage, be it in the 1'TI4ttcr of 
laying down of objectives for the undertaking, its viability 
or the details to be given in the project Teport O'f the time 
schedules or the capital outlay OT the import of plant and 
machinery are bound to affect the timely execution, opera-
tional efficiency and economy of the project. Considering 
t-he comparative inexperience in the matter of setting up 
of industrial e.nterprises, it cannot be said th.at our public 
undertakings have fared badly. The time in which some 
of our public enlerprises have gone into production can 
compare well with similar industries in other countries. 
Committee also noted with satisfaction that some of the 
undertakings even in the construction s.tage had started 
manufacturing items materials which were bei11Q used tOT 

their own set up. This not only expedited their construction 
but also resulted in utilisation of their men and over-
coming of certa.in bottlenecks. However, many of the 
present uneconomic legacies of our undertakings can 
certainly be related to inadequate attention having been 
paid to various aspects at the planning stage of the pro-
jects. 

206. The report reveals that the public sector under- Short-
takings generally suffered; from the following short- comings 
comings: DOtkecl. 

r' - . 

r , 

(1) Failure to specify the objectives for an under-
takings making managements responsible for 
their· a-chieVement. 

(2) Cabinet approval given without full and sound 
techno-economic feasibility studies. 

(3) Dependence on foreign consultants for conduct-
·in~'·feasibil1ty studies,; .pfeparation of DetaITtic:I 
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Project Reports and working drawings, and in 
the matter of location of projects at considerable 
cost to the exchequer even when this was avoid-
able. 

(4) Projects started without Detailed. Project Report 
leading to waste and delays; sometimes more 
than one Detailed Project Report ordered cost-
ing more to the undertaking and also consuming 
more time; in cases where Detailed ~roject Re-
ports were prepared, they omitted many impor-
tant items. 

(5) Delays in completion of projeds due to longer 
time being taken at various preliminary stages 
such as prepax:ation of Detailed Project Reports, 
Government decision thereon etc. 

(6) Failure to plan or start ancillary and auxiliary 
industries simultaneously or immediately after 
a project goes into production. 

(7) Tendency to go in for foreign collaboration in-
cluding turnkey contracts without exploring the 
areas in which Indian know-how was avail-
able-a feature which led to huge sums being 
paid by way of consultancy chargeS. 

(8) Scanty attention . given to preparation of time 
schedules. 

(9) Tendency to expand even before the undertaking 
has reached rated capacity causing delays and 
also making it difficult to judge the profitability 
of the original unit. 

(10) Frequent revision of project estimates upsetting 
all calculations about the profitability of the 
concern; excessive' use of foreign exchange even 
when it could be reduced and equity dominated 
capital structure which did not provide any 
incentive to the management to be cost 
conscious. 

207. The Committee have ind1cated the measures nece,-
sa'l'y to remedy the above ,~coming, at appropriate 
places in the report. They are glad to notice that there is 
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increasing awareness tin the public. undertakings towardl 
the need to plan projects in greater details than hitherto. 
Some of the public undertakings have set up regula.r agen.-
cies to attend to better planning and execution of future 
units and the expansion of the prese.nt units. There are 
however some matters e.g. a suitable financial stTucture, 
setting up of ancillary and auxiliary industries, determin-
ing the extent of foreign collaboration where decisions 
must be taken by Government. The Committee trust deci-
sions taken by Government in these matters will be such 
as would leave no scope for the types of shortcomings 
mentioned above. 

208. One aspect of the subject of 'Management and Extreme 
Administration of Public Undertakings' about which the depen-
Committee feel particularly concerned is our extreme denc;e On 

dependence on foreign consultants and collaborators for ~~::_ 
setting up Iprojects. There is hardly any industrial public ants and 
undertaking i-n the count", which h4s been set up collabo-
without the help of foreign consultants and collaborator.~. rators. 
The Committee feel that by now we should have acquired 
enough technical knowledge as to be able to set up some 
of the plants ourse,zves, but it see'ln! I no conscious effort 
has been made in this direction. The habit of seeking the 
help of foreign consultants and collaborators continues. 
The Committee feel that it is rime that we make efforts 
to stand on our own leges. In this connection the Committee 
would also recommend that some study of the industrial 
development of the countrie, which like us struggle to in-
dustrialise should be made. Such a study would be of 
immense help for our own efforts towaTds self-reliance. 

209. While planning and executiOfl. of projects is essential- Need to 
ly the responsibility of the undertaking and the Govern- ~eep Par-
ment, the Committee abo feel that since the execution of ~~nt 
these projects invol1'ed sums of money and is also part rAaf 
of Mtional planning, Government which keeps itself in-
formed of the execution of progress of various projects 
should also keep Parliament so informed. Not unoften in 
the past serious ditJicultieslrevisions of estimates etc., have 
come to light only when some Members raised the matter 
on the floor of the HOU8e. The AnntLGl Reporta of the pro-
1ects and the Audit Reports which are $Upposed to contain 
8UCh information a,.e no doubt placed on the Table of the 
HO'IUe but Parliament knows of thfte d£:f}iculties at a late 
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BtGge or ex-post facto. Th~ Com.mittee feel that if Paru. 
ment is kept informed periodically it will provi.de an i"..ti-
tutional check against 0"'11 T'lLSh.-deciBions being taken: on. tk4t 
one hand and care and caution b~ng exercised on the other. 

NEW D!:LHI; 

PANAMPILLI GOVINDA MENON, 
Chairman, 

Committee on Public Undertaki1l41s. 

November 30, 1965 
Agriihayana 9, 1887 --(Scdc"4r" 



APPENDIX I 
(Vide para No.4) 

Names of Undertakings in.ctuded in the study_ 

1. Bharat Earth Movers Ltd. Bangalore. 

2. Bharat Electronics Ltd. Bangalore. 

3. Bharat Heavy Electricals Ltd., New Delhi. 

4. Bokaro Steel Ltd., Calcutta. 

5. Cochin Refineries Ltd., Ernakulam. 

6. Fertilisers Corporation of India Ltd., New Delhi. 

7. Fertilizers & Chemica'ls Travancore Ltd., Alwaye. 

8. Heavy Electricals Ltd., Bhopal. 

9. Heavy Engineering Corporation Ltd., Ranchi. 

10. Hindustan Aeronautics Ltd., Bombay. 

11. Hindustan Antibiotics Ltd., Pimpri. 

12. Hindastan Cables Ltd., Rupnarainpur, (West Bengal). 

13. Hindustan Machine Tools Ltd., Bangalore. 

14. Hindustan Insecticides Ltd., Bangalore. 

15. Hindustan Organic Chemicals Ltd., Bombay. 

16. Hindustan Photo Films Manufacturing Co. Ltd., Ootacammund., 

17. Hindustan Shipyard, Visakhapatnam. 

18. Hindustan Steel Ltd., Ranchi. 

19. Hindustan Teleprinters Ltd., Madras. 

20. Indian Drugs and Pharmaceuticals Ltd., New Delhi. 

21. Instrumentation Ltd., Jaipur. ..I 

22. Indian Oil Corporation Ltd., Bombay. 

23. National Coal Development Corporation Ltd., Ranchi. 
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~24. National Buildings Construction Corporation, Ltd., New Delhi. 

25. National Industries Development Corporation Ltd., New Delhi. 

26. National Instruments Ltd., Calcutta. 

27. National Minera'! Development Corporation Ltd., New Delhi. 

28. National Newsprint and Paper Mills Ltd., Nepanagar. 

29. Neyveli Lignite Corporation Ltd., Neyveli (Madras). 

30. Oil and Natural Gas Commission, Dehra Dun. 

31. Praga Tools Ltd., Secunderabad. 

;32. Pyrites and Chemicals Development Co. Ltd., New Delhi. 



APPENDIX U 
(Vide para No. 28) 

Aspscts cooered in the Mte to the Cainrut 

Name of the Project 

Hlndustan Steel Ltd. 
(') Rourkela Steel Plant 

Aspect 

(a) capacity of the plant. 
(b) foreign financial and technical 

participation. 
(c) arranging for detailed in-

vestigations and preparation 
of detailed estimates of 
costs. 

(n) Bhilai Steel Plant (a) proposed agreement to be 
entered into with the Soviet 
Team. ) 

(b) location of the plant. 
(c) preliminary report submittecf' 

by the Soviet team. 

(iii) Durgapur Steel ~lant' (a) location 
(b) appointment of Chief Project 

Officer. 
(c) appointment of Consultants. 
(d) authorisation to the Mi-

nistry to enter into discussion 
with the Indian Iron and Steel 
Works Construction for 
ascertaining the best method 
of carrying out the constructioa 
of the project. 

Hindustan Teleprinters Ltd. salient features of the collaboratioa· 
Agreement. 

Fertilizer Corporation of India Ltd. (a) location. 
(b) capacity. 

8T 

(c) economics of the project. 
(d) foreign exchange involved. 
(,) cost of production. 
(f) completion schedule. 
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--- -------

Name of me 'Project 
----- ._------------------

Indian Drup & Pharmaceuticlla L'IItt. 

Indian Oil Corporation Ltd. 
(Marketing Division) 

(a) estimated cost. 
(6) 4.l\lanaml en:l terms of credit 

offered by the USSR Govt. 
(e) itema to be manufactured. 

(a) economic advaetage el 
following the ~ated adlQJc 
of operations. , ", 

(b) likelihood' 6f availabnity of 
deficit products from East 
European Countries on rupee 
payment basis. 

(e) economic and strategic 
considerations. 

(d) need for putting up st0r&lc 
and other facilities. 

(e) estimated investment for the 
Government distribution or-
ganisation, 

(f) possibility of arresting priot 
rise tendencies, if any, 
through Govt.· organisation. 

o.uhati & Barauni Refineries (Re- (a) estimates of consumption. 
fineries' Division, 1. O. C. )Guja-
rat Refi.nery CONGe ,Project) (b) additional demands of the 
Cochin'Refi.nery Ltd," Defence services. 

Hindustan' Organic Chemicals Ltd, 

Hindustan Photo Films Ma~factu
ring Co. Ltd., 

In9tr'umentation ttd. 
'.\ 

(e) products demand in the near 
future. 

(a) Need and estimated cost ofthc 
project. 

(b) foreign exchange compo-
nent. 

(e) terms of collaboration and 
credit for the import of 
equipment. 

(a) capital cost. 
(b) foreign exchange savings. 

Note does not cover the technical 
aspects-deals with only the 
approval for location. Economic 
and other aspects were separa-
tely submitted to the Eco-
nomic Committee. 

-.. --- .. -.-. -- -------_._--,- ---+-_. "'-- -- ---



II 
_._.,---------_ .. ------- ... _. __ .... _._--_._--

Name at the ProjeCt 

OiJ & NaturaJ Gas Commission 

'National Instruments Ltd. 

Hindustan Machine Tools Ltd. 

, HEC, HEL, Bharat Heavy 81ec-. 
tricals Ltd. 

Aspect 
------- ------.----.- . 

(4) organisation. 
(b) functions. 
(c) fiaaIlcifl art1lllgelllenta. ."' 
-td) powers. 
(6) responsibility of the 

Commission. 
(j) lovernment& control. 

(a) technical and economic prm,.. 
Jema. 

(b) cost involved. 
(c) targeted capacity. 
(d) location. 

(a) need for setting up of the 
factory. 

(b) urgency of the implementa-
tion of the project. 

(c) capital cost. 
(d) profitability. 
(e) savings in foreign exchance: 
(f) scope for export etc. 

(5) objectives; 
eli) demand. 
Cc) capacity. 

.' ;', . I 

(d) foreign exchange involved 
and source thereof.' 

ee) selection of consultants. 



APPENDIX m 
(Vide para No. 71) 

Statement shorJJing project-fUise the position regarding setting up of ancillary. 
and auxiliary i"dustries. 

--------------- ------------------------
)lame of the Undertaking 

I 

Bhilai Steel Plant 

Rourkela Steel Plant 

Hindustan Teleprinters Ltd: 

Whether 
set up 
or not 

2 

Yes 

Yes' 

Remarks 

3 

An Industrial Estate spon-
sored by the Madhya 
Pradesh Government 
has developed around 
Bhilai and is being utilized 
by the Project. 

(i) Industrial Estates set 
up by the State Govern-
ment. 

(ii) Pipe Plant for producing: 
Steel Pipes from strip 
produced by the Rourkela 
Steel Plant. ' 

Not set up The following items are to be 
80 far. farmed out :-
But propo-
sed to be 
set up. (1) Aluminium and cast irOll 

castings. 
(2) Plastic moulding. 

(3) Rubber moulding cables. 

Pertilizer Corporation of India Not set up 
Ltd. 

Pyrites and Olemica1 Deve-' 
Iopment Co. Ltd. 

Not set up Not much scope for ancillary 
and auxiliary indufltries 
because the sulphuric-
acid produced will be 
supplied to the Sindri 
Fertilizer Factory and 
Bihar Superphosphate 
factory. 

10 
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------------------------

I 

Indian Drugs and Pharma-
ceuticals Ltd. 

Indi an Oll Corporation Ltd. 
'(Marketing Division) 

2 

Not set up 
so far. . 
Proposed 
to be set 
up. 

Yes' 

Indian Oil Corporation Ltd. Not set up 
(Refineries Division) 

.coal Washeries Project 

Ilharat Earth ~overs Ltd. . 

:2003 (AU) LS-7. 

Not set up 

Not set up 
so far. 

3 

Great quantities of lime-
stone and other raw mate-
rials necesslllY to sup-
port a heavy chemical 
industry are available in 
the Amjhore area. In 
order to obtain the maxi-
mum advantage of thil, 
it may be desirable at I 
later stage to explore the 
feasibility of having a 
chemical industry within 
a distance C1f a few mDes 
around Amjhore. 

Establishment of ancillary 
and auxiliary industries 
will be pursued by the 
Company in the light of 
their requirement. The 
Company is taking up the 
matter with the State 
Governments in consulta-
tion with Public Sector 
Undertakings situated close-
ly. ' 

Blending plant set up. 

No ancillary and auxiliary 
industries were contem-
plated for Bhojudih and 
Patherdih Washeries. How-
ever, Chandrapura Power 
Station was planned by the 
Government of India to be 
constructed in the pro-
ximity of Dugda Washery 
to consume washery bye-
products (i.e., middlings 
and rejects from Dugda 
Coal Washery) 

The establishment of Ancillary 
and Auxiliary Industries wa 
not considered in the 
Project Report. However, 
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I 3 

it is envisaged that quite 
a few items will. be bought 
out like engines, tyres~ 
transmission batteries, 
forgings and castings, etc. 
from indigenous sources. 

Hindustan Organic Chemicals Not set up Does not arise because the 
Ltd. Undertaking is still in a 

formative state. 

Hindustan Antibiotics Ltd. Yes The following ancillary in-
dustries have been estab-
lished by the indigenous 
entrepreneurs and wherever 
assistance was required for 
the import of machinery, 
the same has been given. 

(i) Glass factory for the 
manufacture of the re-
quirements of glass vials-

(ii) Fabrication factory for 
the manufacture of 
chemical plant and equip-
ment required for the 
operation and maintenance 
of the factory and also for 
newer projects. J 

(iii) manufacture of phos-
phoric acid. 

(iv) manufacture of rubber 
stoppers for vials. 

(v) manufacture of sterile 
surgical cotton. 

(VI) printing press for 
printing cartons, labels~ 
inserts, literatures etc. i 

The following are under con-
templation :-

(I) manufacture of pac-
king cases. 

(i,) maufacture of phenyle-
acentric acid and ace-
tamide. 
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Hindustan Insecticides 
. Ltd. 

Instrumentation Ltd. 

NEPA Mills Ltd. 

ONGC 

Hinduatan Machine Toolt 
Ltd. 

Heavy Engineering Corpora-
tion Ltd. . 
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2 

Yes 

Not set up 
so far. But 
proposed to 
set up. 

Yes 

Yes 

Yes 

Not set up 
so far. But 
propoacd to 
set up. 

3 

Some small scale industries 
have been p-anted licences 
for formulatIon of DDT. 

It is proposed to farm out 
manufacture of packing 
cases and cardboard 
carton and manufacture of 
packing cases and re-
cording charts to indi-
genous manufacturers at a 
later stage. 

Project has set up a caustic 
soda plant of its own. 

In the Oil Industry, it is 
principally the utilisation 
of crude oil and gas that is 
to be considered. Accor-
dingly, on the basis of crude 
oil available in Gujarat, 
a refinery of two million 
tons per annum capacity 
(initially to be expanded 
to 3 million tons capacity 
almost immediately) was 
planned to be set up by the 
Commission. It is now 
under construction and is 
expected to be completed 
progressively from early 
1965 to the first half of 
1966 (from an initial pro-
cessing capacity of one 
million tons to the ultimate 
3 million tons.) 

30 units completed and 20 more 
expected to start produc-
tion during 1965-66 (toea-

. ted at Pinjore, Kalam-
aasery and Sonatnapr). 

There are proposals to set 
up anciUary industries to 
produce items such as 
Tools single point, special 
cutter-dri1ls-reamen etc. 
Jip-fixtures, clamp de-
.----------.-
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Heavy Electricals Ltd. 

2 

Yes. More 
are propoSed 
to be set 
up. 

3 

vices, Technological st-
ru.cture Non-Standard 
Equipment mechanised 
and fabricated jobs, 
springs (helical and flat). 
It has been decided by the 
Bihar Government and 
the Heavy Engineering 
Corporation that an In-
dustrial Estate will also 
cater to the requirements 
of some other large scale 
enterprises in Ranchi such 
as NCDC etc. 

Government of M.P. is es-
tablishing a factory for our 
requirements of paper 
covered copper conduc-
tors. 

The following are being 
taken up departmentally:-

(J) Die casting in Alumi-
nium, mazak Brass etc. 

(ii) Plastic moulding in 
Phenolic resins, poly-
thene, Nylore, Fibre, 
Glass Rubber etc. 

The following will be 
taken up in the Third 
Phase of development of 
ancillary industries. 

(i) Production of Indicating 
Instrument such as 
Pressure Gauges, Dial 
Thermometers Liquid 
Level gauges, Revolu-
tion indicators and coun-
ters. 

(il) Production of pipe 
fittings valves cockl 
drains fittings, level gau-
ges. 
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Bhatat Hen)' Blectricall Ltd. 

Alloy Steel Project 

Ne)'Vdi Lignite Corporation 
Ltd.-

N.tiODa1-In.Il~~ ltf4.. 

1& 

2 

Not let up 
so far. But 
proposed -to 
be set up. 

Not set up 
so far. But 
proposed 
to ltCt ,up. 

Ye.' 

3 

For certain . .other" pro-
duct8 ancillary industries 
already exist. it 

For Hardwar Unit, the an-
cillary industry is heiDg 
set up by the State G0-
vernment in consultation 
with Bharat Heavy Elec-
trieals Ltd. In the case of 
Tirucrurapalli list of bought 
out items aa shown in the 
DPR baa been supplied 
to the Industries depart-
ment of the State Govern-
ment who are contemplating 
ettablishment of an indus-
trial estate near this factory. 
Much progress has not been 
made since the intending 
entrepreneurs would need 
some greater details on 
the equipment and this 
cannot be given till final 
designs {or the products 
to be manufactured by the 
factory are completed. 

Project envisages ISCning up 
of (a) Ferro Alloy Plant 
for production of : Ferro 
Alloy of Tungsten Va,na-
dium molybendium to-
gether with low carbon 
Ferro chromium and 
Ferro manganese and (b) 
an electrode -plant may 
be set up by' _ Alloy St~l 
Plant itaelf. 

Briquening and carbon ising 
plant, fertilizer plant, the 
clay washing plant and 
Thermal Plant are in the 
nature of ancillary indus-
tries set up .. part of the 
project. ' 

Not ret up. The nature of the produ~ 
Need does to be turned out does nel 

DOl ari8c. De<leSSiate any outsi~ 
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Hindust8n Photo Films Ma-
nufacturing Co. Ltd. 

Hindustan Cables Ltd. 

N.C.D.C. Ltd. 

Indian Telephone Indus-
tries Ltd. 

F.A.C.T. Ltd. 

Hindustan Aeronautics 
(Kanpur) Ltd. 

N.M.D.C. Ltd. 

Cochin, Refineries Ltd. 
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2 

Not set up 
so far; but 
being set 
up. 

Not set up 

Not set up 
so far but 
proposed to 
be set up. 

Not set up 
so far. 

Not set up 

Yes 

Not let up 

3 

cooperation for production 
to be provided for the 
project. 

Ancillary units for organic 
synthesis of chemical and 
for refining similar and 
making silver nitrate being 
set up as part of the project 
and are expected to com-
mence production by end 
of 1965. For others indi-
genous manufacture in the 
country is being encouraged 
and their supplies will be 
available by end of 1965. 

No ancillaries contemplated 
in the original project. 

Proposals for setting up low 
temperature/high tempe-
ture/carbonisation under 
consideration. For this 
necessary investigations are 
being made. It is too 
early to state how far 
these proposals would 
materialise. 

Required terminals for capa-
citors. Number of units 
have been recommended to 
!.T.!. 

Does not arise 

Light Alloy sheets for Air-
craft use being produced by 
MIs. Indian Aluminium 
Co. Ltd. Two private firms 
producing plywood and 
spruce wood t for use .in 
glider construction. 

Not set up No ancillary and awd1iary 
industriet· are ~plarcd 
at present. 
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Praga Tools Ltd. 

Eharat Electronics Ltd. 
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2 3 

Yes 

Not set up -[Ancillary1 unit(for -producing 
so far. But J. ~ some of the parts expected 
proposed '-, to commence production 
to be set up in 1965. Land has been 

earmarked for the develop-
ment of 13 small scale an-
illary units. 



APPENDIX IY 
(V;d,. para No. 86) 

. Statemmt showing nam~s oj proj,cts and their Jorlign consultants. 

Indian Telephone Industries Ltd. 

6auhati Refinery 
Barauni Refinery 

Automatic Telephone and Elec-
tric Co. Ltd., U.K. 

MIs. Industrialexport, Rumania. 
MIs. Taijpromexport, Mosc ow. 

Fertilizer Corporation of India Ltd. 
Sindri Factory. 

Nangal Factory 

Chemical Construction Corpora-
tion, U.S.A. 

• MIs. Vitro Engineering Divi-
sion. 

National Mineral Development Corpo-
ration 
Kiriburu Project. . Japan Consulting Institute, Japan. 
Khetri Project . 

Panna Diamond Mining Project 

NEPA Mills Ltd. 

Heavy Eledricals Ltd., Bhopal 

Bbarat Heavy Blectrica1s Ltd. 
Hardwar Unit] 
Hyderabad Unit' 

Tiruchirapalli 

eochin Refinery • 

llindustan Orpnic Chemicals Ltd. 

MIs. Western Krapp Engineering 
Co., U.S.A. 

MIs. John Taylor & Sons, 
U.K. 

Ebasco Services Incorporated, 
U.S.A. 

(i) MIs. Associated Electrical 
Industries Ltd. 

(ii) MIs. English Electric Co. 
Ltd. 

(iii) MIs. British Insulated Call-
endars Cables Ltd. 

MIs. Prommashexport, USSR. 
MIs. Technoexport, Czecho-

e1ovakia. 
Do. 

Phillips Petroleum Co., U. S.A. 

• A consortium of Bayers, Bodische, 
Hoechst & Udidi; firma. of 
West Germany. 



llindustan Machine Toola Ltd. 
Machine Tool Factory 
Watch Factory 

Bharat Earth Movers Ltd. 

Bharat Electronics Ltd. 
Kindustan Aeronautics Ltd. 

(i) Gnat Project • 
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(ii) Alouvette Helicopter Project 

(iii) Aero Engines 

(iv) Foundry & Forge Projects 
(v) MIG P.roject . 

Hilldustan Steel Ltd •.. 
(i) Durgapur Steel Plant 

(ii) Bhilai Steel Plant • 
(iii) Rourkela Steel Plant 

MIs. Oerlikons, Switzerland.' 
Mis. Citizen Watch Co. Ltd.,. 

Japan .. 
• Mis. A.T. Kearney International, 

U.S.A. 

• MIs. C.S.F., France. 

(i) MIs. Folland Aircraft, U.K. 
• (ii)(a) MIs. Sud Aviation 

(b) Turbo Mecca 
• (iii) Bristol SiddIey/Engines and 

Rolls Royce Ltd., U. K. 

Mis. High Duty Alloys, U.K. 
U.S.S.R. 

• International Construction Co. 
Ltd., U.K. 

Tjazhpromexport, USSR. 
MIs. Krup & Demag, Ger-

many. 
(iv) Coal Washeries Project (Dugda 

Bhojudih) 
MIs. International Construction 

Co. Ltd. 
(v) Alloy Steel Project : 

Bokaro Steel Ltd. 

Hindustan Shipyard Ltd. 

Neyveli Lignite Corporation Ltd. 
Mining Scheme • 

Heavy Engineering Corporation Ltd. 

(a) MIs. M.N. Dastur Co. (P) 
Ltd., India. 

(b) Mis Atlas Steel Ltd.~ 
Canada. 

• Gipromcz, USSR. 

MIs. Atlier et Chan tiers de 1. 
loire, France. 

• (i) MIs. Powell Duff'ryn Tech-
nical Services, U.K. 

Heavy Machine Building and Coal (l) MIs. Prommuhexpon. USSR. 
Mining Machinery Projects. 

Foundry Porge Ploject and Heavy (ii) MIs. TecluJoexport, Czecho-
Machine Tools Project. .lovalUa. 



!Instrumentation Ltd. 
National Instruments Ltd. 

100 

Hindustan Photo Films Mfg. Co. Ltd. 
Indian Drugs & Pharmaceuticals Ltd .. 

,Hindustan Cables Ltd. 

Hindustan Teleprinters, Ltd. 

MJs. Prommashexport. USSR., 
Do. 

Ets. Bauchet & Cie. France. 
Mis. Technoexpert, USSR 

and Technological Consul-
tancy Bureau of NIDC. 

Mis. Standard Telephones and 
Cables Ltd., U.K. 

Mis. Ing. C. Olivetti &:Co., 
Italy. 



APPBNDIX V 

(Va'tk para No. 196) 

Difficulties ,xp~ in th, matter of transport. 

Name of the Project 

Hindustan Steel Ltd. 
Bhilai Steel Plant 

Durgapur Steel Plant 

Rourkela Steel Plant • 

Coal Washeries Pro;ect • 

Nature of difficulties 

• Difficulties were experienced in 
the transportation of oversized 
consignment for which various 
Indian Railway facilities were 
not originally contracted. 

Experienced difficulties in the 
initial stages: 

• During construction stage there 
had been difficulties in the 
movement of equipment to 
Rourkela since there was con-
gestion in the port due to which 
bulk of the equipment for the 
construction of the plant had 
to be transported during a short 
period. 

During 1960-61 wagons scarci~ 
was felt for transport of cement 
from Sindri to Bhojudih and 
practically whole of cement 
had to be transported by 
bullock carts and trucks. 
Similarly several consignments 
despatched from Calcutta to 
Bhojudih took unreasonable 
time even to the extent of 2-3 
months to reach site which are 
generally expected within a 
w eek or so. Pm of the 
consignments were transported 
by trucks. 

Delays in the movement of ben-
zene wagOOI. 



Name oCthe Project 

N'Y"eli Lignite Corporation Ltd. 
Thennal Power Scheme 

Fertilizer Scheme 

lkiquetting and carboni.ing schcae 

Nature of difficulties 

Heavy Equipment upto 98 tonne.. 
were required to be can-ied 
over the road from 
Madras to Neyvell for about 
145 miles. This. was far 
above the normal capacity of 
bridges and culverts enroute. 
Hence special works for stren-
gthening of road and culverta 
and where necessary diversiona 
of road were taken up. to 
overcome the difficulties of 
moving heavy loads. A 120 
ton tractor trailer was speciall, 
procured and employed for the 
transport. Similarly a number . 
of 75 ton capacity mobile 
cranes were purchased for hand-
1}.!lg these heavy loads in the 
harbour area. 

Some of the heavy equipment 
could be moved from Madry 
Harbour only in trailer by road. 
Railway wagons had also t. 
be modified. Certain indige-
nously fabricated materials-
from Bombay and Calcutta 
had to be brought by road 
incurring extra expenditure 
due to difficulty in getting 
timely railway wagons allot-
ment. 

Culverts and bridges on the 
highway from Madras to N e7-
vell had to be strengthened or 
diversions provided. 

Considerable difficulty in the 
clearance of oversized consign-
ments through Calcutta Port. 
In a solitary case regarding 
transport of precipitator item. 
which were very oversized 
difficuhies had to be faced 
end the same were overcome 
by transporting the items·br 
Durgapur canal upto Durga-
pur and by road to Railc:bi 
from Durgapur. 
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Name of tile Project 

Fertiliser Corporation of India. 
Sindri 

Trombay 

National Mineral Development Corporation 
Ltd: 

Bailadila Iron Ore Project 

Khetri Project 

Heavy Electricals Ltd. 

Nature of difficulties. 

Some of the equipments acquired 
from abroad could not be 
moved by rail. The same 
were transported in barges 
from Calcutta to Patna from 
where they were moved on 
trailers. 

Difficulties were experienced in 
transporting plant and ma-
chinery as some packages con-
signed were over-dimension-
ed and could not be transported 
by rail from the docks to the 
factory site. They had to be 
brought by special road trans-
port with trailers during 
night time on account of 
restrictions on the movement 
of such packages during day 
time. 

Plant has not arrived. Certain 
difficulties expected for the 
transport of the heavy equip-
ment because the bridges and 
the culverts are not strong 
enough to carry the load. 
State Governments have beeD 
addressed and the work is 
going on at some major 
bridges and culverts. 

Location is such that it does 
not lie on any railway line. 
For the present the mode of 
transport has been a meter 
gauge railway line about lome 
distance away from the 
project site. 

Attempt is made to move the 
oversize consianments by the 
Road. 



Name of the Project 

Bharat Heavy Electricals Limited. 
Hardwar Unit 

Indian Oil Corporation Limited 

Hindustan Machine Tools Ltd. 

Hindustan Shipyard Ltd. 

Oil and Natural Gas Commission 

NatW'e of difficulties 

Lot of material that was trans-
ported was oversized. The 
same had therefore to be 
brought by Road. 

In view of the shortage of the· 
BFR wagons, there has been 
delay in construction of some 
of our depots, as tanks could 
not be transported to up 
country sites in time. 

Shortage of wagons particularly 
BFR, and crane facilities. 

At times experiencing difficul-
ties for movement of the 
materials by rail due to railway 
restrictions in movements. 

Difficulty in transporting rigs to 
well sites. 



APPENDIX VI 

Summary of Recommendations/Conelwilms of the Committee on Publi6 
Undertakings contained in the Report. 

Ref. to Para 
Sl. No. No. in the 

Report 
Summary of Conclusions/Recommendations 

(1) 

I 

2 

8 

II 

The Committee recommend that at the time 
of setting up of a PUiblic undertaking, Govern-
ment should indicate the specific objectives for 
which it is being set up, the precise targets; 
whcih it has to achieve and also indicate the time 
schedule for completion and the cost estimated. 
Although it might not always be possible to spell 
out in great details some of these matters at the' 
initial stages of the undertakings, nevertheless 
some broad indications of these could be given 
at that stage supplemented by further instruc-
tions and directions as the project progresses. It 
is not the intention of the Committee that GQv-
emment should take the initiative in this regard. 
That initiative should rightly vest in the under-
taking. The Committee feel that from time to 
time Government should indicate what the 
undertaking should attain in a prescribed period. 
This would not only serve as an incentive to the· 
undertaking but also give Government a yard-
stick to measure its performance. The Com-
mittee hope that Government would issue suit-
able Instruments of Instructions to all the public 
undertakings as and when they are set up. 

The Committee consider that since the teclmo-
economic feasibility study and the preliminary 
project report contain almost similar information, 
it should not ordinarily be necessary to have both 
the techno-economic feasibility study as well as 
the preliminary project report before decidjng 
upon a project because preparation of both led 
to delay in the execution of the project and in-
crease in cost. There might of cour.e be cases 
where collabora.tors who ofter for,ign credit 
want for their own satisfaction, a second report 
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(although a technCH!Conomic feasibility study 
had been made) to determine the technical and 
economic soundness of a project. The Com-
mittee· consider that such occasions would be few 
and far between and if the techno-economic 
feasibmty study was carried out in a reasonably 
detailed manner there would be no need for a 
preliminary project report. 

The Committee would stress the utmost need 
for closely scrutinising the figures and data sup-
plied which form the basis for embarking on a 
project. It is worthwhile considering how in the 
case of Phyto Chemical Project of Indian Drugs 
and Pharmaceuticals Ltd., wrong data came to 
be supplied. It should also be borne in mind that 
in their eagerness to have the project located in 
their territories, it is possible that the State Gov-
ernments may not give the same care and atten-
tion to basic data as is necessary. The 
Committee would, therefore, recommend that the 
Central Government should exercise a close and 
independent check on any data supplied by the 
State Governments. 

It appears that there is no clear understand-
ing as to the various aspects that a techno-
economic feasibility study should cover. The 
Committee feel that absolute uniformity in this 
respect is not possible and some variation uc-
cording to the nature and size of the undertaking 
to be established is inevitable. Information such 
as demand projections, raw materials, size and 
technology of the project, location, earning esti-
mate (profitability) is, however, basic and should 
be included in all techno-economic feasibility 
studies. As it is on the basis of such a :;tudy that 
a project is approved or embarked upon it would 
be worthwhile undertaking a detailed study of 
what should be included in the techno-economic 
feasibility studies. Since the techno-economic 
feasibility study is the only basis on which the 
Cabinet approves a project and· subsequent re-
ports do not usually go to it, it is but proper that 
when a proposal goes before it all its technical 
and economic aspects are placed before it. The 
Committee would therefore, recommend that a 
check list of all the aspects that a techno-econo-
mic feasibility study should include should be 
drawn up for the guidance of all those who have 
to deal with the planning of projects. 



(I) 
-------- -,._- - ---.. -

s 

8 

22 The Committee hope ,tha't suitable program-
hloe for expansion of the activities of public sector 
undertakings in the matter of conducting techno-
economic feasibility studies will be drawn up and 
unplemehted. 

23 The principal difficulty of developing our 
own agencies for feasibility studies and Detailed 
Project Reports is the absence of suitably train-
ed Indian engineers. The Committee note that 
in a few cases Indian engineers have been asso-
ciated with foreign agencies in conducting feasi-
blUty studies. This has not been done in every 
caSe. The Conunittee would recommend that as 
lOhg as We have to depend upon foreign agencies 
for preparation of these studies the Government 
should invariably insist that a group of our own 
engineers and technician:s be associated with the 
foreign agencies to learn the preparation of the 
techno-economic feasiblittiy studies. 

24-26 At present no advance feasibility studies for 
the setting up of projects in the public sector 
were undertaken, except for the steel plants and 
a few other industries with the result that con· 
siderable time had to be spent on preliminary 
investigations before deciding on them. The Com· 
mittee feel that Government should set up 
an agency with a continuous programme for con-
ducting feasibility stl,ldies in the various indus-
trial spheres so that it may have a large number 
of such studies in hand and as soon as the re-
sources are available the more promising amon« 
them may be chosen for preparation of Detailed 
Project Reports. 

28-,0 There is no uniformity at present about the 
information included in the note submitted, to 
the Cabinet seeking approval for a public sector 
project. In certain cases, e.g. Hindustan Photo 
Films Ltd., Oil Refineries Ltd., the Cabinet 
approval had been taken on very meagre data 
such as capital cost, foreign exchange savings 
or only the demand for the products. The Com-
mittee recommend that Government should lay 
down the form and the manner in which the 
Cabinet's approval to projects is sought. For this 
purpose a list of all the basic information to be 
included in the note should be drawn. It should 
be ensured that nothing of importance from the 
technical or economic point of view is omitted. 

2003 (Au) LS-B. 
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The Committee would further suggest that every 
proposal which is put up to the Cabinet for 
approval should invariably contain indication of 
the investment output ratio, so that economic 
viability of the project is also clear. 

, 33 While appreciating the possibility of excep-
tional circumstances, the Committee recom-
mend that since it is only the techno-econmic 
feasibility studies and no other repo~ts pertain-
ing to a project go before the Cabinet, this rule 
should be made unexceptionable. 

10 35-38 Detailed Project Reports had not been pre-
pared in the case of certain projects. It was 
explained during evidence that in the above 
cases, there were certain other reports which 
were considered equivalent to Detailed Project 
Reports. The reports of the Estimate Committee 
and the Committee on Plan Projects, however, 
show that the absence of such reports had led to 
delays, schedule stoppages, cost overruns etc. The 
Committee are, therefore, of the view that no 
project should be approved unless a Detailed 
Project Report has been prepared. 

. I I 39-45 The Committee noticed thSit in the case of a 
number of projects, project reports were pre-
pared twice, because either the product mix of 
the project was revised (e.g. National Instru-
ments Ltd.) or the target of production was re-
vised. (e.g. Coal Mining Mechinery project of 
HEC) or the assumptions on the basis of which 
the first project report was prepared were later 
found to be not correct (e.g. Panna Diamond 
Mining Project of the N. M. D. C.) or the report 
was not found satisfactory (e.g. Mining Project 
of Pyrites & Chemicals Developments Co., Ltd.). 
The Committee feel concerned at the manner in 
which the project reports have been commission-
ed, without first having a definite idea of the pro-
duct mix or the quantity to be produced. Such 

'incomplete reports necessitate supplementary 
project reports. Apart from the amount spent 
in getting such further reports, the delay they 
cause in launching of projects is also a l11atter 
of concern. Except in the case of Bokaro. the 
Committee do not feel that a second project 
report was unavoidable. They fuel that with 
some foresight and proper planning in each case, 
this could have been avoided and considerable 
infructuous expenditure and time could have 
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been saved. They hope that necessary steps 
would be taken to prevent recurrence of such 
shortcomings. 

46-49 From the study of the Detailed Project Re-
ports of the various projects, the Committee 
noticed that the aspects covered in the Detailed 
Project Reports varied from project to project. 
In the opinion of the Committee, though some 
variations in the aspects to be included in the 
such Reports might be occasionally necessary, no 
Detailed Project Report shOUld lack basic infor-
mation such as the cost and profit estimates, 
manpower requirements, source, cost and con-
sumption of raw materials etc. To obviate the 
chances of omissions of important aspects from 
the Detailed Project Reports and also in the in-
terest of proper execution of the projects the 
Committee would recommend that Government 
should evolve a standard check list of items 
which sho';'.:! invariably be included in all the 
Detailed P.-oject Reports. It should not be diffi-
cult to compile such a check list in view of the 
experience so far gathered in the matter of sett-
ing up of public sector projects. The Committee 
recommend that a team composed of Govern-
ment officers who have been closely connected 
with the preparation of Detailed Project Re-
ports, senior executives who have been entrust-
ed with the execution of, setting up or operation 
of projects together with technical experta 
should be appointed to evolve a standard check 
list. 

!53 The Committee appreciate that if a fairly de-
tailed report is available in anticipation of aid, 
the time to be spent on the preparation of a 
Detailed Project Report could be shortened. In 
the opinion of the Committee the moral of the 
Bokaro Steel Project Report is that a Detailed 
Project Report should not be prepared until, the 
source of foreign assistance is located. The Com-
mittee, therefore, recommend that in cases where 
the implementation of a project is dependent on 
forei'go assistance, being assured, Government 
should have only a techno-economic feasibility 
study prepared in detail giving enough basic in-
fonnation to the aid giving country to determine 
its feasibility. 

!58-!59 The time taken for the preparation of Detailed 
Project Reports has varied from 1 year to 1 year 
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. 7 months. While appreciating the need for ade-
quate investigation at the preliminary stage and 
al,o the divergence of practices in this regard in 
the East European and the Westem countries in 
the nalure and contents of the Det.ailed Project 
Report prepared by them the Committee feel 
that the longer time taken in the preparation of 
the Detailed Proj ect Reports in the past has not 
been solely for these reasons. It is 110t clear to 
the Commi.ttee how in the absence of Ii study of 
the time taken for the preparation of the Detailed 
Project Report in foreign countries-a fact which 
was admitted by the repnesentatives of the 
Ministries during. evidence-the Government 
was able to determine the reasonableness of the 
time required for preparation of a Detailed Pr0-
ject Report. Further, it is understood that 
though a certain time limit was stipulated in the 
agreements with the foreign consultants for the 
preparation of the Detailed Project Reports quite 
often the actual time taken exceeded the time 
agreed upon. The delay in drawing up the 
Detailed Project Report b-y foreign consultants 
was also due to our delay in supplying the re-
quired data. In view of the above, the Commit-
tee recommend that Government should take 
n~cessary measures to avoid any loss of time in. 
the preparation o~ Detailed Project Report in 
future. In this connection a study of the nor-

• mal time taken in the preparation of Detailed. 
Project Report in foreign countries should prove 
helpfUl to the Government. 

Regarding the supply of essential data to the 
consultant, the Committee would suggest that as 
soon as Government decision is taken to set up 
a project, the collection of data normally re-
quired by the consultant should also be proceed.-
ed with. For this purpose Government should. 
also prepare a list of information generally 
sought by the Consultants, for the preparation. 
'of the Detailed Project Report. 

61-53 From the information furnished, the Commit-
tee notice that quantum of fees paid to the Con-
sultants for the preparation of the Detailed Pro-
ject Report has varied from project to project 
even in the same group of industry. While 
understanding the business interests of the con-
sultants, the Committee feel that the difference 
of fees in the case of projects of a similar nature 

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



(I) 

J7 

III 

----_._--------------
should not be great. Fees paid to the earlier 
consuUants SAoiild be kept in view as a yard 
stic~ wh,ile negotiating wit~ the consultants for 
future pr~jects of similar p,ature. The Com-
mittee hope that tllese ~pects will be borne in 
mir:td while ep,t~ring into agreements with the 
con~tants in f\lture .. 

The Committee are glad to know that the 
future policy of the Government is to set up 
organisatiolilB such as the Planning and Develop-
ment Divisi.)n of the Fertilizer Corporation of 
Inciia Ltd., in all the projects. But they cannot 
help remarking that the progress in setting up 
s1.\ch organisations h~ been rather slow. For ia-
stance, the Committee cannot understand why in 
the field of heavy engineering and electrical ea-
ginettring industrie.,· no Pl.~ning and Develop-
ment units have 80 far been set up. The Com-
mittee are of the opinion that in view of the large 
sums paid to the consultants for drawing Detailed 
Project Reports and preparation of working 
Drawings, the need for setting 1.lp ~gencies, for 
dr.awing of Detailed Project Reports, in all the 
un4ertakin~ need hardly be emphasised. Such 
oFgaIlisatioris wi!. not only help in the develop-
ment of \mow..,how within the country which 
w.Quld avoid dependence on other countries but 
w.Quld also help in the poQling of experience and 
building up of necessary knowledge which would 
be available for the future projects. The Com-
mittee trust that necesary steps would be taken 
by Government to develop Plannig and Design 
Organisations in all the indUlitries. 

Wbi'le !!pprec1l:ting that the time spent on 
studying the Detail~d Project Report should not 
be unduly shortened because that might lead to 
much weater wastes later, the Committee con. 
sider that the time taken in the case of some of 
the undertakings was too long and cannot be 
justified. The Committee would recommend 
that a time table should ;be prescribed for the 
completion of the scrutiny by an ad hoc Commit-
tee appointed to examine a Detailed Project 
Report. Further, with a view to save time, the 
Detailed Project Reports should be simultane-
ously circulated to the various concerned agenc-
ies so that they might be in a pOSition to give 
their views as soon as soon as a reference is 
made to them. 
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Ancillary and auxiliary industries have been 

set up around very few undertakings, and that 
too recently. DUring evidence. it was explained 
to the Committee that Government's view was 
that consistent with their desire to promote 
small-scale industries wherever any large indus-
try was established, growth of ancillaries should 
also be stimulated. From the information furnish-
ed to them the Committee, however, do not feel 
that enough attention has been given to setting 
up of such industries so far although some of the 
public sector projects have now been established 
or have been working for more than a decade. 
This is also confirmed by the Memorandum on the 
Fourth Plan. In view .of the tardy growth of such 
indus1lri.es and what 'has been stated by the 
Praga Tools Limited, the Committee feel that I 
study of . the procedure for setting up such 
industries should be made with a view to 
rationalize and simplify it. 

The Committee observe that while at least 
some steps have been taken or are proposed to be 
taken. towards setting up ancillary industries, 
practically no efforts have been made towards 
setting up .auxiliary industries. The Committee 
consider that there is considerable scope for 
development of auxiliary industries based on the 
main and by products of the public sector pro-
jects. In the absence ofauxiUary industries the 
by-products are being wasted or not put to 
proper use or" sold at a low price thus resulting 
in loss to the undertakings. As we industrialise 
further this loss would become even greater. In 
view of this, suitable programme for develop-
ment of these industries is essential and it should 
be drawn up. 

Considering the urgency and advantages of 
setting up of ancillary and auxiliary industries on 
the one hand and near absence of such industries 
on the other hand, it appears to the Committee 
that the asessment made by the Central Small 
Industries Organization of the need and scope 
of the ancillary and auxiliary industries for 
all fubliC sector projects has not been 
usefu , or taken any concrete shape as yet. The 
Committee would, therefore, recommend that I. 
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Team on the lines' of Ship Ancillary. Industriel 
'Committee appointed for the Hindustan Shipyard 
Limited, should be appointed'to assess the require-
ments of ancillary and auxiliary industries in 
the public sector projects and to suggest mea-
sures for expeditiously setting up such indus-
tries. This team should suggest which ancillary 
and auxiliary industries should be set by the 
Plants themselves and which should be farmed 
out to the' private sector, with or without assist-
ance from the project. The items which could 
be farmed' out should be properly publicized. 

The Committee noticed that in the case of a 
large' number of undertakings Uke the Bhilal 
Steel Plant, Coal Washeries Project of the Hin-
dustan Steel Limited, Heavy Engineering Corpo-
ration and 'the projects of the Indian Drugs and 
Pharmaceuticals Ltd. etc., no indications regard-
ing their ancillary and auxiliary industries were 
given in their Detailed Project Reports. The 
Committee consider that suitable principles re-
garding inclusion of ancillary and auxiliary in-
dustries iIi the Detailed Project Reports should 
be evolved by all the projects. They feel that 
if the parties who are entrusted with the task of 
preparation of the Detailed Project Reports are 
instructed to that effect, it should be possible for 
them to give enough data and indications in the 
Detailed Project Reports about the setting up of 
such ancillary industries. They hope that in 
the check list of items to be included in the 
Detailed Project Reports, recommended in para 
49 ancillary' industries would also be added. 

So far as auxiliary industries are concerned, 
the Committee visualize that though it might not 
be possible in the Detailed Project Reports to in-
dicate the auxiliary industries which could be 
established on the basis of the main product 'of 
the undertaking, it might be possible to give 
some broad indication thereof in the techno-eco-
nomic feasibility studies. By making a study of 
the auxiliary industries established abroad, it 
should be possible to make an accurate assess-
ment of the possibilities. Furthennore, when-
ever we go in for foreign collaboration we could 
ask the collaborators to make provision or give 
us the know-how about establishment of suitable 
auxiliary industries. 
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~ll\! CoIlilxnittQEt o~li":e that a lJ.arge number 
o~ pr.()jec~ ~v~ bee~ ~t ~p on turnkey basis, 
Whi., . ~h. ~Q~~4i.-~.i t9 t.'-6 lie,P.1 resentatives of the 
~¥Ms~iesc9$t ~re b1,l:t tJil:ere was saving in 
ijm~ oj fia'y. ~ rn.opt.~s t.o 1 y'~r. The Committee 
~o~deJj ~~,t tJ~e savlJ;l.g iii': ~ime in the comple-
~~o~ of proi~ts ~l.lSt be ~eighed against the dis-
¥\vaJjl~ge of Indl~ engIneers not being able to 
~a.x:~. th,e set~ingup of s1,lch projects and the 
~xtr~ eXpc;l.ndit\lr~ tha~ has to be incurred on the 
p;1;oject as ~ w~ole. The ~ommittee therefore 
~0~~J;Ui tha.t a:et.ting l;lP 0' plants on turnkey 
basis should be confined to cases where time i. 
Of ewnCf1 Qr w.h~re we lack the ~~sary tech-
Q,iqal ~ and know-how. -

The Committee noticed that in the case of the 
Heavy Power Equipment Plant and the Boiler 
Plant of the HiEL the consultants, Mis Techno-
export (Czechoslovakia) prepared, besides the 
outlines of the main sections of the Plants, out-
1ines ror all auxiliary sb.ops (e.g. carpenters 
shop, oxygem house) and wood storage coke 
yard, garages and fire station, locomotive shed, 
kitchen and dining room, cycle stand car park-
ing garages, parking places and bus stand. Simi-
larly, in the case of the National CoalJ. Develop-
ment Corporation Ltd., collaborators prepared 
Detailed Project Reports, designs, working draw-
ings. In the case of· Heavy Engineering Corpora-
tion contracts were entered into with USSR and 
Czech Consultants for organisation manuals at a 
total cost of Rs. 27' 24 lakhs. Further in the case 
of the Nanga! Unit of the Fertilizer Corporation 
of India Ltd., the consultants were asked to 
prepare a design of storage silo. Likewise, in the 
case of Gujarat Refinery, the drawings for the 
workshop 1!>uildings were obtained from abroad. 

1;>uring evidence, it was explained that it was 
now Government's policy not to encourage 
foreign collaborati,on if it can be avoided except 
fn the cases of turnkey jobs. According to the 
Secretary. Ministry of Industry and Supply 
"Even where a turnkey job is given. there is 
o.othing to prevent us from telling them that in 
regard to these items they need not do anything 
more than give out a site plan indicating 
locations so that they may not interfere with 
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the flow of goods in and out of the main factory.· .. 
Government is understood to have requested aU; 
Ministries to iS$ue instrwrtions to this eftect to 
an 'the public undertakiDga , 

The Committee hope that the instructions 
itUloIed io, the Miniatries in this regard would be-
strictly followed. They would suggest that the 
Committee ,of Secretaries appointed to negotiate 
and. scrutinise foreign collaboration proposals 
sho.uld pay special attention to this aspect. To 
a~ist the Commitiee of Secretaries in the above 
job a review of consultancy arrangements should 
~e conducted to p~pare a lis~ co",~ining items 
on which foreign consultanqy should not be 
allowed. This list should b, revised from time' 
to time in tl:ie light of f:~lrthet progress in techni-
ca,1 )plow how IPld availability of plant and 
D)""chinery in tl:\e country. 

98-~oo While the services to be rendered by the Con-
sultants are bound to dift~ from undertaking 
to und,ert/ilking. ~cco~d,iIlg to the nature and extent 
of collabora.tion sought; the Committee noticed' 
that in cer~n basic matte~s viz. rights of project 
allthorities ~d obligations of the consultants 
~heAe a.~~o ~~,st~ 4ive~ittes. Apart from these 
diversitu~s, certain shortcomings in the contracts. 
~~ve ~1so come to, the Iwtice of the Committee. 
The Committee would, therefore, recommend that 
a re,yiew of ~ the past cO,J)Sultancy agreements 
entered into with foreign col1aborators should be-
rn,e~ w,ith a. view to draw up suitable model 
ter~ for future gWdance of all the public under-
takings. S\1Ch a review may also include agree-
ments with foreign consultants entered into by 
large private undertakings. 

101-103 The Comn;1ittee obs,erve that fees paid to the 
ConsuLtants have varied widely between varioUR 
undertakings. The Committee consider that 
although it might be difficult to lay down detail-
ed principles to determine the reasonableness of 
the fees to be paid to the Consultants, some 
guidelines for those who negotiate with COnA-
bora tors must be drawn to detennine the fees. 

104 The Committee would in this connection 
further add that the skill of our representatives 
who negotiate with foreign collaborators (Imd 

-----, .... _-_. __ .... _---- -------_._-
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most of ow:' consultancy arrangements have been 
settled in this manner rather than by inviting 
tenders) lies in obtaining collaboration on favour-
able terms. If a very high percentage of the 
foreign credit is to be repaid as fees to the colla-
borators or the consultants, the advantage of 
foreigncoHaboration to the extent is diminish-

,ed. The Committee would suggest that greater 
enphasis should be laid in ,future during nego-
tiations towards reducing the con:sultancy fees 
to the minimum. 

105-107 It is noticed that in' the cases of a number of 
undertakings, the consultants/collaborators 
were not required to submit any report regard-
ing'progress of work. The Committee consider 
that reports from consultants at regular interval., 
are very necesary to . enable management to 
attend to any difficulties that the conSUltants 
might have and to remedy them. Furthermore 
if the consultants have to submit reports in writ-
ing they would be more careful to comply with 
the provisions of agreement than otherwise. By 
reducing such matters to writing, the chances of 
there being difference of opinion later on in case 
the time schedules etc. are not kept will also be 
minimised. The Committee would, therefore, 
suggest that in the terms of agreements, there 
should invariably be a provision that the consul-
tants will submit reports on the progress of 
work to the undertakings at prescribed intervals. 
A copy of such reports should also be forwarded 
to the Government so that the latter can watch 
the progress of the Project and give direction};, 
if necessary. 

110 The Committee noted that apart from the 
construction of Projects, the duties of the Con-
sultants also included the preparation of Detail-
ed Project Report, supply of working drawings, 
preparati~n of tender documents, supply of 
plant and machinery etc. In the absence of a 
provision in the agreement relating the payment 
of fees to the progress of work, it would be diffi-
cult to ensure that the performance of the con-
sultants is satisfactory. In case the contract with 
the consultants does not stipulate payments to 
be made to them according to the progress of 
erection/establishment of the project but only 
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links them with the passage of time, as is the 
case with the Alloy Steel Project, payments 

. have to be made to the· Consultants at the 
stipulated time whether the projects makes any 
progress or not. The presence of such a provi-
sion in the contract in respect of other projects 
such as Instrumentation Ltd., Khetri Copner Pro-
ject of N.M.D.C. would itself prove the utility of 
such a condition. The Committee, therefore, 
suggest that payments should be linked to the 
performance of the Consultants. The representa-
tives of the Ministries agreed to the suggestion. 

III-liS A number of projects or their units which had 
been completed/ commiSSioned had been delayed. 
Besides a number of projects under construction 
(such as Alloy Ste~l Project) were also likely to 
be delayed. The Committee realize that ·a cer-
tain measure of delay tn the commissioning of 
the projects might be inevitable due to depen-
dence on foreign help or the nature and size of 
the projects or the shortages of materials. The 

. Committee also appreciate the steps taken to 
meet the fundamental needs of the projects such 
as cement, fabricated Steel etc. But they are 
not convinced that the Ministries have pursued 
the progress of the projects under them as close-
ly as they should have done. In fact the Secre-
tary, Department of Heavy Engineering admitted 
that the scrutiny of the reports sent by the pro-
ject authorities was not as sufficient and detailed 
as he would have liked them to be. The Com-
mittee consider that in the formative stages of 
the project, the responsibility of the Ministries 
should not cease after sanctioning the project and 
or entering into agreement with collaborators, 
but they should also see that they progress ac-
cording to the schedule and whatever difficulties 
are likely to arise in their implementation are 
foreseen and attended to. In their report on the 
Fertilizer Corporation of India Ltd., the Com-
mittee have already emphasized the need for 
setting up Technical Planning Cells in each 
Ministry at an early date as recommended by 
the Planning Commission. It should be the res-
ponsibility of these Cells to analycse the reports 
received from the projects systematically and 
suggest remedial action in time. 
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The Committee were informed that instructions.. 
\lad ~n issued to all tbe undertakings to draw 
~~ a time ~eq~e, U not already done, covering: 
all their c~irtructi~ p~ammes relating to· 
the diffe:r~nt ~tm~mts/Wings 01 their project. 
Th~y t~~ th~t Gov~nment would ensure that.. 
t~e Instruc;:ti~ ~~ ~plemented and if there are· 
any difficulti~ the ~me are attended to promp-
ny. The tiWe sc:tt"dule~ draw up by the consul-
tants/vrojeCt authorities should be fairly detail-
ed to ena:b~e the mana.gement to keep a close· 
watch ov~ the progress of the project. 

The Comm'i,ttee would further recorrunend. 
that project authorities should be asked to pre-
pare subsidiary tim~ sch~ules, within the broad 
time schedules worked out in the Detailed Pr0-
ject Reports Il$ has been done in the cases of the-
Alloy Steel Plant (separate programme for each 
shop); N~yveri Lignite Corporation Ltd.-Min-
ing, Thermal Power, Fertilizer and Briquettin.g"~ 
&: Carborising schemes (detailed erection sche-
dule for ~vil works etc.), and Instrumentation 
Ltd. (detailed subsidiary time-schedules for the-
train,ing l>fogramme and the construction pro-
gramme). Such sched1,lles would be helpful in 
achieving the over-all time schedules. 
~e Committee would also recommend to the 

project authorities the adoption of one of the-
latest ~ethod,s of time $Cheduling prevalent in 
the W~tern countries suc~ as PERT. (Program-
me Evaluation and Review Technique). 

The CommHtee noticed that in the cases of-
SOme projects viz., H.M.B. &: C.M.M. Projects ot 
the Heavy Engineering Corporation Ltd., Na- -
tionlll Instruments Ltd. etc., time schedules for 
the completion of the Projects were not includ.-
ed in the Detailed Project Reports, whereas in 
others like -the Alloy Steel Project, Neyveli 
Lignite Corporation Ltd., Heavy Electricals 
Ltd., these were included in the Detailed Pro-
ject Report. The Committee consider the pre-
paration of time schedule as most essential for 
the timely completion of projects. As far as 
possible such a schedule should be in the Detailed 
Project Report itself but if for any reason it is 
not possible to do so, it should at least be work-
ed out and laid down immediately after the re-
ceipt of the Detailed Project Report. 
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124 . . There is ~o easy solution to the problem of 
scarcity of foreign exchange. But so far as the 
plantaJ;'ld machinery and spares required by the 
uhdettakin~s at their initial stage are concerned, 
:the Conuruttee feel that since most of our pro-
jects are based on foreign credit, the problem 
could be largely met by proper advance planning. 
The Committee hav~ already in para 53 ante re-
commended that as far as possible the source of 
foreign assistance should be ascertained before 
preparing the Detailed Project R~rt. 

12 7 

128-129 

In order that this salutory .principle achieves ita 
purpose it is imperative that the estimates of 
foreign exchange requirements are made most 
accurately arid no item requiring foreign ex-
change is left out. Once the estimates are pre-
pared and foreign exchange is made available, 
public undertakings should exercise the utmost 
diSCipline in the use of imported material and 
machinery. The Committee feel that with better 
estimation of reqUirements of foreign exchange 
before the project is sanctioned and strict discip-
line in the use of imported material etc. some of 
the difficulties mentioned in the para 123 could 
have been avoided. 

It has not been possible for the Committee to 
examine the procedure regarding sanctiOning 1)f 
foreign exchange but from the instances cited (in 
paragraph 125) it is obvious that the existing 
procedure has hindered the timely completion of 
projects. The Committee understand that the 
procedure for release of foreign exchange hal 
been enquired into by the V.K.R. V. Rao Commit-
tee on the Utilisation of Foreign Aid and the 
Study Team on the working of the D.G.T.D. 
They trust that in the light of the recommen-
dations made by these bodies the procedure 
dealing with the sanction of foreign exchange 
for public undertakings will be simplified. 

Apart from the foreign exchange difficultiel 
some undertakings are also stated to have ex-
perienced difficulties in the matter of customs 
clearance and of import licenses. In a note fur-
nished to the Committee after the evidence, the 
Government have stated that the procedures in 
this regard are constantly reviewed. The ex-
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perience of some of the undertakings would sug-
gest that the procedures leave much to be de-
sired and cause delays. The Committee t.rust 
that in the light of the recommendation of the 
Mathur Team it will be possible for the Gov-
ernment to simplify the procedure :regarding 
import licences and customs clearance in the 
case of the public undertakings. 

130-133 The orientation of the Plan itself is stated to 
be to secure indigenous sources of supply of raW' 
materials, spares and components. Further the 
D.G.T.D. was also stated to be continuously 
keeping in view the question of import substi-
tution. The Committee, however, noticed that in 
a few cases the undertakings or the Ministnea 
had not taken any concrete step in this direc-
tion. Considering the large foreign exchange ex-
penditure incurred on imports of raw materials 
etc., the Committee cannot but too strongly re-
commend the need for continuous survey of 
raw materials, spares and components 
within the country and the need for a systema-
tic effort to promote indigenous industry for 
producing these items. It should be the constant 
endeavour of the Government and the public 
undertakings to achieve, as far as poSSible, self-
sufficiency in the matter of procurement of raw 
materials, spares and components. The Com-
mittee have in para 80 suggested the appoint-
ment of a Team of experts to assess the require-
ments of ancillary and auxiliary industries in 
public sector projects. When such ancillary 
industries are set up. it might be possible for the 
indigenous industries to produce more compo-
nents, spares etc. 

i34 Along with such measures Government should 
also ensure that where indigenous supplies are 
available, undertakings are not allowed to i~
port. Some undertakings have . created agencleS 
for promoting indigenous industries e.g. the 
Spares Co-ordination Committee set up by the 
Oil and Natural Gas CommiSSion and the Indi-
~enous Procurement Committee set up by the 
Department of Iron and Steel for H.S.L. the 
Commitee welcome such efforts and would urge 
that similar steps might be taken by the ot~er 
major undertakings in consultation WIth 
D.G.T.D. 
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The Committee would also suggest that it 
would be desirable if the Annual Reports of the-
undertakings indicate the percentage of import-
ed raw materials and components used by them 
in the manufact.ure of equipment so that the ex-
tent of indigenous raw materials and compon-
ents used by them is known from year to year. 

Our dependence on imports is more in the 
case of plant and machinery than in the case of 
raw materials, spares etc. The progress in set-
ting up of indigenous industry for manufactur-
ing various types of the plant and machinery 
has been slow. The Committee learn that 
Government have recently taken steps to set up 
industrial units in the public sector which would 
reduce our dependence on imports for the above 
items of imports. A Committee had also been 
set up to take stock of the requirements of capi-
tal goods in cement, mining, sugar, industries. 
and steel plants. 

While welcoming these measures, the Commit-
tee hope that necessary lesson would be drawn 
from the experience of the Third Plan. All 
plant and machinery cOnstitute the major share 
of the capital outlay of the project and also of 
the foreign exchange expenditwre, saving on this 
account would ultimately lead to economy in 
setting up of projects which in turn will lead 
to reduction in our cost of production and also 
save valuable foreign exchange. The Commit-
tee realise that to develop indigenous sources of 
plant and maehinery, a great deal of technical 
know-how is necessary. It would be preferable 
to buy this know-how than to continue to buy 
the plants. The Committee hope that this would 
be borne in mind while finalising the public 
sector projects to be included in the Fourth 
Plan. 

The Committee realize that the scope for stan-
dardization may be limited in some undertak-
ings. Even so, effort should be made whenever 
possible to standardise plant, machinery, spares. 
components etc., if indigenous industries are to 
be fostered. The Committee consider that it 
should be one of the responsibilities of the Plan-
ning and Development Units set ,up in various-, 
projects to evolve such standards and to ltive-
them wide publicity. 

--------------_._----------
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. The ,Cemmittee neticed that in their anxiety 
to have adequate spares, components and import-
~d. ~aw 1tlaterials, the projec'ts, eft en, at the very 
lrutia1 stages acquired heavy inventeries thus 
b. lC .. c;ki.:ng up .. large amount ef valuable f~reign 
eXchah,ge. Often the~e heavy inventories were 
also. Ulibalahced in the sense that there was toe 
much of some items and too little of ethers. 
Such unbalanced invento.ries caused less ef pro-
ductio.n through inadequacy of particular item 
of raw material and spares and cemponents, al-
theugh there was no everall inadequacy. It has 
been explained by Government that there were 
difficulties in restricting the inventories to. the 
required quantity because nerms fer the inven-
teries have net been laid dewn. In support ef 
this it was argued that the very fact that so.me 
undertakings do. have large stocks illustrate the 
difficulties 'in establishing norms. The Commit-
tee are not cenvinced by these arguments. In 
the epinien of the Cemmittee it sheuld be pes-
sible theugh net with absolute accuracy to de-
termine the requirements of. raw materials, 
spare, censtrutcien material and equipment 
etc., at the initial stages of the preject, just as 
it is new possible to. determine the require-
ments of raw materials etc., of eperating units 
in tenns of months of consumption. The 
Cemmittee would therefore suggest that no.rms 
in regard to. inventories sheuld be worked eut 
and after working out such norms, stricter con-
trel en the acquisition of such materials sheuld 
be exercised in future. 

The Committee notice from the Report of the 
Cempany Auditors ef HSL for the year 1963-64 
that in the case ef the Durgapur Steel Plant 
censtruction material and equipment of the 
value of Rs. 71 lakhs was lying in steck. Similar 
stocks may be found in other undertakings. The 
Cemmittee would suggest that the possibility ef 
utilizing it fer expansien of the units or ef lend-
ing it to other public undertakings sheuld be 
exami~. The Committee would further suggest 
that. th~ Position ef inventories in projects under 
constructieh should be included in the I Annual 
Repert en the werking ef Industrial and Conuner-
-------_._-.-. __ ... ---_ .. __ .... 
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cia! UndertaItiDgs' published bv the Ministry of 
Finamce, which at present confines itself only to 
inventories of running concerns. 

:16 148-149 The actual expeoditure incurred exceeded 
origlDal estimates by more than 50 per cent in 
8eW!"M J'l'Ojects. In some cases (e.g. the steel 
plants) the rise has been as high as 80 per cent. 
~om a few explanations offered for rise in estI-
mates it is clear that apart from the increase in 
eost ot consimctlon and addition to factory 
buildings and plants, omission of certain basic 
items from th& projeet estimates is responsible 
for subseqlleftt revisions. Tftese are: con9Ultancy 
fees, customs dut,-, training of personnel, town-
ships, ftnalfclng ebarges, working capital, enabl-
ing works •. 

47 Iso 

(All) L8-g 

Tlie Cornmitte@ understand tliat a check list of 
project estimates has been prepared by Govern-
ment far JtUidance of proiect authorities and 
financial advisers in 1959 and bas been In vogue 
since. n is su1'l'rising that In spite of such a 
check Hst, th'e project estimates continue to be 
ineomplete and unrealIstic. 

~ Committe!! Bote that the Estimates 
Committee in thef!r rePOrls on H.E.C. H.E.L. and 
H.S.L. lta~ re1leatedly recommended that pro-
jeri estime-tes should be prepared as realistically 
as l'OSSible Iftd should include total commit-
ment!! ~ they are made available to Gov-
ernment fOf" stmCtJon. This Committee also In 
their ft'I)Ori Cln Fertilizer Corporation of India 
Lt4 and Romrltela Steel Plant deprecated re-
vf.sioas of esth:mates !because they vitiate the 
basic assumptions on which the project was 
sanctioned in the first instance. ' They recom-
mend tha.t pro:iect estimates shouM be preoared 
rl!!'&lflJtieally and efforts matte to adhere to them. 
'l1Ie Committee wo1lld like to further reCt'lm-
meBd that wi!fl'i a view to avotdinR fneompletp 
estimates befn~ Dt'epare<i government should 
Immediatelv condact· a post review of the rea~ 
~ for under-estimates in the past. Based on 
thP flndi~ of such a review suitable instruc-
tions Mould be f!:sued to authorities concerned 
with the l)1'eper9tiOfl of'P'l'oject estimates, for 
tbP.icr WWdance. If the review reveals that the 
~ eheclr list- of pro;ect estimate.; omIts 
certain Items, tM same should be added . 

• , •• , i 1 ,_ 
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ISS The Committee consider it a matter of serious 
concern that in most of the projects the foreign 
exchange component should have ranged between 
30 to 50% of the total capital outlay. In a 
number of cases it exceeded fifty per cent of the 
estimated cost of the project. The Committee 
have already referred to the scope for reduction 
in consultants fees. As regards the raw materials 
and components, it has been admitted in a note 
submitted by the Ministry of Finance that due to 
difftcu1ties in establishing norms of raw materials 
and spares and components, their requirements 
were not always correctly estimated and tended 
to be over stated. The same thing could be said 
to some extent about certain plant and machinery. 
The Committee would therefore recommend 
that to meet the foreign exchange shortage which 
the country has been faced with for some time 
past, the estimates of foreign exchange expendi-
ture should bp prepared more realistically and 
while scruttnhdng them a thorough examination 
should be made of the import of raw materials, 
polant and machinery etc. to be imported with a 
view to determining their necessity and non-
availabiHtv in India. The fact that in most cases 
the forpign exchange is assured bv the collabo-
rators Rhould not in the opinion of the Committee 
make the Government relax proper scrutiny of 
the foreign exchanRe expenditure in public sector 
nrojects because the larger is the amount of 
forei~ credit the Rreater is the liability towards 
servicin~ of wch foreiRn loans and their repav-
ment, which has ultimately to come from our free 
foreign exchange resources. 

IS7 The Committee also consider that the projects 
set up with high proportion of foreign exchange 
should be under an obligation to earn foreign 
exchange for. the country when they go tnto 
nroduction. Therefore, while deciding on the 
feasibility of the project the period within which 
the foreign exchange expenditure on the capital 
cost and the recurrin/t cost (spares, raw materials 
etc.) of the project wil1 be redeemed by the reduc-
tion in imports and earnings from exports should 
invariably be considered. 'nle representative of 
the Ministry of Finance has agreed with the 
suggesU_n. 

tl • i 
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159-160 The Committee consider that in public under-
takings like Heavy Electricals Ltd., where pro-
duction and expansion take place simultaneously, 
profitability and economy of working should be 
tested from time to time otherwise the capital 
invested during the course of expansion is mixed 
up with the capita'! invested for the original 
capacity and there is no means to determine the 
return on the investment originally made. Mia-
takes made in the initial stages could also be 
concealed through mid-ferm expansion. The 
Committee recommend that in such cases there 
should be a separate computation of production 
cost and profit with respect to the completed units 
of the industry so that it would be possible for 
the ~anagement and the Government to watch 
the performance of the project. 

The Committee observe that barring a few ins-
tances where the debt is slightly more than the 
equity capital, in all other cases, the equity was 
more than the debt. While appreciating that in 
capital intensive plants, it might be necessary to 
have higher proportion of equity, the Committee 
do not feel that the present ratio of 50: 50 bet-
ween equity and loan is conducive to bringing 
about cost-consciousness in the management of 
the public undertakings. Unlike a private enter-
prise there is no compulSion in the public under-
takings to declare dividends on the equity capital. 
A larger proportion of equity (and lower pro-
portion of debt) can also enable the management 
of public undertakings to artifiCially show lower 
cost of production and hence lower prices. But if 
the loan capital is more, the m8lUfgement is 
bound to be vigilant because it has to pay in-
terest on the loan. The Committee would there-
fore recommend that the present. equity debt 
ratio which was fixed in 1960 should be reviewed 
with a view to raising the proportion of debt. 
In the opinion of the Committee a Il'atio of 1: 2 
could be safely adopted, as it was also the ratio 
obtaining in industry generally. The represen-
tatives of the Ministries agreed with this view. 

The Committee note with satisfaction that 
Government appreciate that there should not be 
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any time lag jnthe-appomtment at Pr.oject Offi-
cers and FiJl&D.CiaJ. Advisers/Chief Accounts om-
eer normally. They tn1st that Project Officers 
and Financial Advisers will in future be appoin-
ted as early as .possible after the Government 
have decided to set up a project and in any case 
Ibefore the receipt of the DetsJled Project Re-
port as delays in this r,~t are bound to prove 
detrimental to the expeditious execution of the 
projects. 

~J 174 _ In their report on the Rourkela Steel Plant, 
the Committee have taken exception to the fre-
quent changes in the post of General Manager 
during the .crucial formative years of the Plant. 
The Committee view with concern similar 
changes that have taken place in so many other 
projects. With a view to ensure continuity of 
management the Committee would recommend 
that once a person is posted as General Manager 
or Project Ofticer, he should not ordinarily be 
changed until the project has reached a certain 
stage where the change would not affect the 
smooth progress of the Project. The Committee 
do not intend that the individual so posted should 
suffer in any way if promotion is due to 
him in his parent department. At the same 
time the interests of the project cannot also be 
sacrificed. Government should, therefore, exa-
mine the feasibility of extending the 'benefit of 
promotions to suCh persons in the project itself, 
so that they may be enabled to continue to serve 
the projects. 

'54 f75-I 19 The Conunittee obleI!ve that In a number of 
projects expanaionswere ciecided upon by Gov-
ernment even before the Plants achieved the 
original rated cQpacity~ resulting in delays and 
extra expenditure. The Committee realise that 
advance planning must be done to meet future 
shortages but the proper occasions for such plan-
ning is before the project is sanctioned and not 
afterwards. The ,Committee are not able to 
appreciate as to how the demands could suddenly 
increase within one or two years of the approval 
of the original Project Report by nearly 100 per 
cent e.g., in the case of Heavy Engineering Cor-
poration (H.M.B.P.) from 45,000 tons to 80,000 
tons. This only proves that the-earlier estimates 
Gf demand wePegross under-estimates. Ours is a 
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dev-elopin8 economy where demands are always 
expected to rise and b.ence it is safer to provide a 
clilShion for future increases in demands rather 
than be conservativ:e. T.he Committee therefore 
recommend ~t as far as possible a realistic and 
firm production programme of a project should 
be decided upon in advance, after making a 
thorough study and keeping in view the future 
demands and no change, diversification or ex-
pansion should normally be thought of till the 
proj ect has been commissioned, wiless it is tech-
nically poss!bleto change the capacity etc. with-
out disturbing the cxr:iginal produetion schedule. 

180 The Committee would abo reiterate the recom-

185-186 

mendation of the Estimates Committee made in 
their 51st .Report on Heavy Engineering Corpora-
tion Ltd., that Government should examine all 
cases of revisions of capacities of projects during 
construction with a view to assessing the delays 
in commissioning and the consequent loss to the 
national economy apart from any infructuous 
expenditure involved. in such revisions. The 
Committee believe that such a review would 
reveal va1uable lessons for planning of future 
projects. 

The Committee noticed that in some Detailed 
Project Reports indication about the future ex-
pansion was give.n while in others it was missing. 
It was explained to the Committee that where no 
specific mention was made in the Detailed Project 
Reports, technical details did indicate the possi-
ble expansion. In some other cases like National 
Instruments Ltd. (Opthalmic Glass Project) and 
Instrumentation Ltd. since the targeted capacity 
would meet the requirements of the country upto 
the end of the Fourth Plan it was not considered 
necessary to include1hese in the Detailed Project 
Report. The Committee consider that irrespective 
of the requirements of the Fourth Plan, it would 
be advantageous to have some indication in each 
Detailed Project Report of the lines of future ex-
pansion SO that if eventually (whether in the 
Fourth Plan or later) it was dGci~ to ~nd 
its provision in the Detailed Project Report might 
be economical and would help facilitate matters. 

The Committee were bsformed that under the 
rules of procedure eVery case of expansion of an 
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existing project was not pUJt up before the Cabi-
net. Only important cases went up t~ the Cabi-
net. The Committee consider it desirable that 
uniform procedure should be evolved in this il"e-
gard. They feel that after setting up a project 
where subsequently there are departures from 
the original line of production or expansion is 
embarked upon involving considerable fresh in-
vestment such cases should be put up to the 
Cabinet for approval. 

The Committee consider that proper selection of 
location of a project is of utmost importance. A 
careful scrutiny is essential of technical matters 
such as climatic and geological considerations, 
raw material availability and economic factors 
ilike availability and cost of utilities and transport. 
The COm:mittee, therefore, recommend that Plant 
Location Committees composed of experts in 
technical and economic matters should invariab-
ly be fQmled which should consider in detail the 
suitability of various locations of all the future 
industrial projects. 

So far as the advice of Consultants for location 
of a project is concerned, the Committee have no 
objection to Indian Consultants being utilised for 
this matter. But the Committee are definitely 
concerned about foreign consultants lbeing enga-
ged for deciding location of project etc. The 
Committee consider that circumstances in which 
the advice of the foreign consultants should be 
sought for location of the plants should ,be ex-
ceptional. We have enough experience by noW 
in setting up pUblic undertakings. The functions 
of the Planning and Development Units that 
have been set up in some of the projects also 
include studies in location. Occasion for seeking 
the advice of the foreign. consultants should 
therefore be confined only to such projects for 
which we have no experience at all. The Com-
mi ttee hope that this would be borne in mind in 
the case of undertakings to be set up in future. 

.... 

A number of public undertakings particularly 
those in the Southern Region suffered from 
power cut upto 50 per cent, during certain 
months. The Committee hope that the decision 
to set up the Southern Regional Grid would be 
implemented as scheduled so that the problems 
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of . these undertakings along with other indus-
tries in the private sector are solved. When 
such· a grid comes into being it would be neces-
saryto ensure that no State is deprived of elec-
tricity by others and that the rate at which elec-
tricity is supplied by one State to the other is 
not discriminating. 

The Committee hardly need emphasize the 
importance of timely movement of plant and 
machinery to the project sites. Failure to meet 
transport needs has resulted in delays in several 
projects. The CommiUee feel that while decid-
ing' the location and working out the time sche-
dules of the project, the transport requirements 
should also be properly aSRessed and as soon as 
the location of a project is decided upon, advance 
action towards meeting its transport needs 
should be undertaken. Further durin~ the 
construction stage there should be a close liaison 
between the project authorities on the one hand 
and the Railways, Port authorities and State 
Departments in charge of· Roads etc., on the 
other. 

The Committee are surprised that instruc-
tions to compile completion reports as recom-
mended in the Third Plan should have been 
issued more than 3 vean after the commence-
ment of the Plan. The .Committee consider the 
sUg'~estion for the preparation of completion 
Report made in the Third Five Year Plan as 
very important for the proper execution of 
future public. sector projects. They recommend 
that Government should ensure the preparation 
of completion reports in ('ase of all the projects 
which have been recently completed. In the 
case of projects under construction, the Com-
mittee would suggest that as far as possible 
attempt. should be made to prepare such reports 
.to the extent possible as the construction of the 
project progresses. 

The Committee further suggest that in order 
that the future public sector projects benefit 
from the experience of planning and con-
struction of various project!'! suitable instruc-
tions should be issued for their g'Uidance. So 
far as the apprehension about making it public 
is . concerned the Committee feel that the same 
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could be prevented by keeping the completion 
Reports confidential. 

It was mentioned during evidence that the 
Completion Report on Gauhatt Refinery had 
been written in a very sub1ective manner and 
;"needed sound editing". The Committee feel 
that if the reooris are written in this fashion, 
according to Ministry's own admission, the pur-
pose of such reports would be defeated. The 
Committee recommend that Government should 
f~sue suitable instructions· in this regard so that 
the reports are written in an objective manner 
and present a true picture of the past events. 

There Is an intimate relationship between the 
,quality of plannin~ and execution that attends 
in the settinl! up of A project and the subseauent 
ooerational phase. Project plannin~ is the foun-
dAtion on which the· edifice of the operational 
phases of the nroject t~. An..., wron~ ded-
don taken at thlR stage. be it in the matter of 
lavtnrr down of obiectlv.es for the undertakin~. 
ibl vfabilitv or the details to be $ven in the pro-
ject report or the t1meschedule!ll or the ca."ital 
outlav or th~ imoort of nlant and machinerv are 
boond to ·effe .. t the timelv p.xecu~on. operational 
efficiency and economv of the project. Consider-
ill,,! the comlJ'arative inexperience in the matter 
of sett.in~ UP industrial enterprises, it cannot be 
,1't81d th.9t our public undp.rtakin~ have fared 
badlY. The time in which some of our public 
enterori-.s hRve gone into production can com-
PRre Wf>1l with similar induc:;tries in other coun-
tries. The Committee a1so noted witll satisfaction 
that some of the undertakln/tS even in the con-
structlon sta Ite had started manufacturinl! items I 
materiall'l which were belnl:!' used for their own 
lIet uo. This not on lv expedited their "onstruc-
tion but also resulted in utilic::ation of their men 
and overcom.irlrz of certain bottlenecks. How-
ever. manv of the present uner-onlllll.c leq8~es 
of nUl' undertakinl(s can certainly bP related to 
InadeQUate attention havinrz been PAid to various 
'aspects at the planning stage of the projects. 

'nte CommIttee have Indicated the measures 
neees.c:arv to remed..., the'shortcomln/lS (given in 
para 206) at appl'(llpriate places in the report. 
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The!'y' a~ glad to hotice that there is increasing 
8W1lteh~ . ih the' public undertakings towards 
the need to plan projects in greater details than 
hi~herto. Some of the public undertakings 
haV~ set tip regular agencies to attend to better 
pfanh1fig and execution of future units and the 
tUcPanslQll of the present units. There are how-
tVIn" S'~ !hatters 'e;g. a .suitable financial struc-
"tha, di'1ng-' up of atlcillary and auxiliary indus-
tli., dtttttnUtUng the extent of foreign collabo-
tatk)n ..... ~ 'd@dsiOi1S must be taken ,by Gov-
ernment. The 'Committee trust that decisions 
taken by Government in these matters will be 
luch as would leave no scope for the types of 
shortcomings mentioned above. 

308 One aspect of the subject of 'Management and 
Administration of Public Undertakings' about 
which the Committee feel particularly concerned 
is our extreme dependence on foreign consul-
tants and collaborators for setting up projects. 
There is hardly any industrial public undertak-
ing in the country which haa been set up 
without the help of foreign consultants and col-
laborators. The Committee feel that by now 
we should have acquired enough technical know-
ledge as to be able to set up some of the plants 
ourselves, but it seems no conscious effort has 
been made in this direction. The habit of seek-
ing the help of foreign consu1tants and collabo-
rators continues. The Committee feel that it is 
time that we make efforts to stand on our own 
legs. In this connection the Committee would 
also recommend that some stUdy of the indus-
trial development of the countries which like 
us struggled to industrialise should be made. 
Such a study would be of immense help for our 
own efforts towards self-reliance. 

While planning and execution of projects is 
essentially the responsibility of the undertaking 
and the Government, the Committee also feel 
that since the execution of these projects in-
volves huge sums of money and is also part of 
national planning, Government which keeps it-
self infonned of the execution of progress of 
various projects should also kee. p Parliament so 
infonne9. Not un~~Jl.iQ t~ PAA~ s~ ditll-
culties/tevisi6ns of estimatell etc .. have come to 
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light only when some Members raised the matter 
on the floor of the House. The annual reports 
of the projects and the Audit Reports which are 
supposed to contain such information are no 
doubt placed on the Table of the HOWIe but Par-
liament knows of these difticulties at a la~ stage 
or e~ PQat facto.· The Committee feel that if 
Parliament is ~t iDformed periodically it will 
proviM an inItltutional check against any ~. 
de<lisions being taken 011 the one hand and care 
and. caution being exercised on the other. 
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