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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings, having beeD 
authorised by the Committee to submit the Report on their behalf. 
present this Report on the action taken by Government on the rec0-

mmendations contained in the Thirty-fifth Report of the Estimates 
Committee (3rd Lok Sabha) on Heavy Electricals (India) Ltd.y 

Bhopal. 

2. The Thirty-fifth Report of the Estimates Committee was presen-
ted to the Lok Sabha on the 10th April, 1963. Government furnished 
their replies indicating the action taken on the recommendations Con-
tained in that Report between January, 1965 and 31st May, 1967. As 
the public undertakings are now to be examined by this Committee, 
the replies of Government to the recommendations made by the Esti-
m;ttes Committee in the aforesaid Report have been considered by 
this Committee. The Report was adopted by this Committee on the 
27th July. 1967. ' . 

3. The Report has been divided into the following five chapters:-

I. Report 

II. Recommendations that have been accepted by Government. 

III. Recommendations which the<::ommittee do not desire to pur-
sue in view of Government's reply. 

IV. Recommendations in respect of which replies of Government 
have not been accepted by the Committee. 

V. Recommendations in respect of which final replies of Govern-
ment are still awaited. 

4. An analysis of the action taken by Government On the recom-
mendations contained ~n this Report of the Estimates Committee is 
given in Appendix. It· would be observed therefrom that out of the 
132 recommendations made in the Report 67.43 per cent have been 
accepted by Gmrernment and the Committee do not desire to pursue 
24.~5 per cent of the recommendations in view oj the Government .. 



(vi) 

reply. The replies of Government in respect of 6.81 per cent of tbe 

recommendations have not been accepted by the Committee and 
final replies of Government in respect of two recommendations i.e., 
1.51 per cent are awaited. 

NEW DBLHI; 
August 8, 1967. 
Sravana 17, 1889 (5). 

D. N. TIWARY, 
Chairman, 

Committee on Public U7MiertakingB. 



CIIAPI.'Ba I 

.A DR. GHOSH COMMITTEE REPORT (1948) AND THE PROJECT 
REPORTS SUBMITTED BY THE FOREIGN ELECTRICAL 
MANUFACTURERS IN 1949-PARA 14 OF 35TH REPORT OF 
EC. (3RD LOK SABHA) 

In December 1962, the Estimates Committee at the time of exami-
nation of the working of Heavy Eleetricals (India) Ltd., Bhopal, had 
requested the Ministry of Steel & Heavy Industries to furnish them 
with a copy of the report of Dr. Ghosh Committee (1948) and the 
Project Reports submitted by the foreign electrical manufacturers in 
1949. The reports were, however, not made available to the Committee 
as these were stated to have been misplaced due to the transfer of 

. work relating to heavy electrical industry between the various Min-
istries during the last 14 years. The Estimates Committee had accord. 
ingly in para 14 of their 35th Report on H. E. L. had observed that they 
could not but take a serious view of the matter. They were astonished 
that documents which ought to be in proper care and custody had not 
"been forthcoming. The Committee had hoped that earnest efforts 
would be made to lbcate these important reports which must have 
entailed considerable sums of mOriey. 

2. At the time of furnishing their replies the Government, however, 
-only noted this recommendation. On calling for detailed information 
on this point by the Committee on Public Undertakings. Govern-
ment confessed that it had not been possible to trace the reports. The 
'Committee are not sati8fi.ed with the reply of Government. They take 
a very seriom 17iew uf this lapse and would urge th4t an enquiry be 
instituted in the matter and disciplinary action. taken. against perSON 

held responsible for the loss of thele valuable reportB. 

B. PAYMENT OF FEES TO SUBSIDIARY CONSULTANTS--
PARAS 24-28 OF 35TH REPORT OF ESTIMATES COM-
MITTEE (3RD LOK SABHA) 

3. Article n of the main consultancy Agreement with Mis. Asso-
ciated Electrical Industries of U.K. (November, 1955) stipu-
lated that the consultants shall ensure that they have a 
legally valid agreement with Mis. British Insulated Callen-
der's Cables Ltd. (Subsidiary consultants), U.K. whereby they should 
be able to pass on to the Government of India the designs. drawings, 
manufacturing methods and techniques in respect of static capaciton. 
"The consultants had in their letter dated 19th June, 1955 addressed to 
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Government had stated that the lump«UD payment of £400,000 pay-
able to them UDder the main agrwment as consultancy fee would not 
be tnereue4 OIl account of their buiDg to secure collaboration from 
the au¥diary consultants . 

.. In the fulfilment of their obligation the Consultants entered into 
an a~t with MIs. DIce OIl the 15th January, 1959 for the 
U1anufactute of static capacitorl with the approval and acceptance of 
the Government of India. Under this agreement MIs BICC were to 
be paid £6,000 in four instalments. The AEI instead of paying the 
BICC them.aelvea approaChed the BEL for the first instalment of 
£1,500 to be paid to the subsidiary consultants. The HEL referred 
the matter to the Mlnistry of Commerce and Industry as they were 
not clear that this payment was admissible over and. above £400,000 
payable to the consultants. The Ministry of Commerce and Industry 
who were not cleat themselves consulted the MInistries of Finance and 
Law. The Ministry of Law took the view that the lump-sum pay-
ments envisaged under the subsidiary agreement with Mis. BlCC 
should be construed as separate and independent from the payments 
provided for in the main agreement witb the Consultants. In regard to 
the contractual liability of the Government of India in respect of this 
subsidiary agreement, the Ministry of Law further observed that 
clause 8(c) of the subsidiary contract would imply direct contractual 
relationship between the Government of India or the Heavy Electri-
calJ, Bhopal and the 8\1beidiary consultant. The additional payment 
wea, therefore, allowed. 

5. Subsequently. Audit objected 'to this payment. Thereupon, the 
Public Accou.nts Committee which examined the matter made the 
following observaUons in their 42nd Report (Second Lok Sabha):-

"It passes the comprehension of the Committee as to how the 
subsldWy agreement contemplating additional payment 
W .. approved and acepted by the Company and the Gov-
ernment on 15th January, 1959 ........ In the absence of 
an evidence to prove the abrogation of the ConsultanUl' 
letter dated 19th June, 1955, the Commit~ feel that the 
matter needs further investigatioo.. It is significant in 
this connection that the subsidiary agreement whicb was 
ftnalIsed on 15th January, 1959 with the approval and 
aeeeptance of the Company and the Government had 
IUperSeded the terms of their letter' dated the 19th June, 
1956. 'nl'e Cmunit~ understand that the relevant file of 
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the l4inistry leading to the conclusion of the m.ain agree-
m.ent in November, 1955 with the -Technical Consultants 
is missing for a long time.. The matter therefore, calls for 
a thorough investigation." 

6. In evidence it was stated that the matter was under discussion 
with the Director of Commercial Audit and the Comptroller and. 
Auditor General's office. The representative of the Ministry ot 
Finance stated that some correspondence had taken: place between. 
the consultants and the Ministry in 1956 in which the additional 
liability seemed to have been accepted. 

7. The Estimates Committee in para 26 of their 35th Report had. 
accordingly recommend'ed that a thorough investigation should be 
made regarding payments made to the subsidiary consul tan ts Mi s. 
British Insulated. Callender's Cables Ltd., U.K. which was contrary 
to the provisions of the main consultancy agreement ent'et"ed into 
with A.E.I. of U.K. and desired that an early action should be taken 
in this behalf. 

8. The Government while furnishing their replies simply noted 
the recommendation. The Government was, therefore, subsequently 
asked to state whether the matter had been investigated and if so, 
the outcome thereof may be communicated to the Committee. The 
Government in their reply dated 23rd April, 1966 have stated that 
the case had been handed over to the Central Vigilance Commission 
and the outcome was awaited. 

9. The Committee regret to note that when the Estimates Com. 
mittee had recommended a thorough investigation Of the matter the 
Government replied by noting the recommendation instead of tak
ing any concrete action. The fact that the Government have refer
red the matter to the Central Vigilance Commission at this belated 
stage on further reference by thi6 Committee shows that there is (J. 

prima facie case of malpractice. The Committee hope t1UJ.t. suitable 
action will be taken against the persons found guilty. The Commit
tee would also like that suita.ble instructions should be laid down 
by Government for guidance of Public Undertakings to prevent. 
ruck errors in future. 

C. FINANCIAL REVIEWS-PARAS 173-174 OF THE THIRTY-
FIFTH REPORT OF ESTIMATES COMMI'ITEE (THIRD LOK 
SABHA) 

10. A Quarterly review of financial and accounting arrangements 
is required to be submitted by the Financial Adviser of each project 
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10 the Govermneat. It was stated that at Bhopal a time limit at 15 
4aYS after the clGae of a Quarter bad been fi.xed for the submission 
-of such review'l. The &timates Committee at the time of examina-
tiol) of the working of HEL found that in actual practice, these re-
-views bad not been prepared and submitted in time. Arrears in 
accounts &Ad cWBeulties in reconciling them were stated to be the 
reasons for this delay. 'n1e Financial Adviser had stated that arrears 
in accounts~would be cleared by December, 1962 and normalcy 
achieved in January, 1963. 

11. The Estimates Committee had in paras 173-:174 of their 35th 
Report recommended that greater attention should be paid to the 
timely )ftp8l'8tiOft and lUbmis8ion of Financial Reviews. The Gov-
emment at the time of fum.ishing th'eir replies merely noted the 
recommendation. On calling further information OlD the point it 
11 obIerved that the undertaking has even now failed to implement 
11m recommendation as would be seen from the table given below:-

Quaner ending 

30-6-1964 

3~1964 

31- 12-1964 
31-3-1965 

3O"6-196s 
)O-9-1g6S 

31- 12- 1965 

Date of submission 
of Financial Review 
to Government. 

19-10-1964 

8-1-1965 

16-3-1965 

26-1<>-1965 

:l6-u-!9SS 

J.4-12- I g6S 

3-3-1966 

Excess 
time taken 

Mtmthl Days 

3 l::l 

3 9 

2 16 

6 26 

.. 26 

2 IS 

2 3 

12. ]t would be seen from the table above that the stipulation 
of 15 days fixed for the lUbmission of Financial Reviews in the case 
of HEL is not being adbered to as the Reviews for the quarters end-
ing JUM aDd September. 19M wen aabmitted after three mOlltbs. 
The rMewi f'elatiftg to tM qu4Tters ending Mareh and Jtl.fIe. 1965 
\Nf' mbmitted after ooer Biz cmd four mont'" 1"eIpeCtivel". The 
Committee take a .Hriov.a t.riew of tm. 14pre. Sitaee the Finmtcial 
Rmewl .~e oa CIa iMtn&~ of f'ncmcial COfttrol cmd kftp the 
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Government informed, of the operations of the financial conditions 
.of the undertaking the Committee suggest expeditious submission of 
Financial reviews to Government. 



CIIAP'l'I!'.B D 

RECOMMENDATIONS THAT HAVE BEEN ACCEPrED BY 
GOVERNMENT 

Beeommenda!tioa. (Serial No.1) 

The Committee regret that although Government was comciom 
of the need for ,etting up, a factory for the lmanufaccu.re ()f "heavyt 
electrical p1a.nt in the country as far back as 1946, it, urgency was" 
not fuUy rea..Liled till november, 1955 when a firm deci8ion was 
t4ken in the mGtter. Detailed project report, were obtained from, 
thne fir".,.,. in 1949, but their further comidera.t4on. 1001 deferred on 
the ground of financial mingency though certain other projects Zike 
D.V.O·I Sind';', Fertilizer, etc. were taken up at that ttim.e. fJ'he 
ground of financial stringency does not cppear to be convincing in 
view &j the fact that M /.. Wem.n.ghome were prepared to offer a 
long-term Zoon to cover the foreign exchange expenditure as also 
.ome permanent investment in the factory. 

lAter in 1~, the Planning Commission agreed to incZude the
Project in the Firat Five-Year Plan, but apparently the matter was 
not fJUrlUed vigorously. Project repoTts were again inrited in 1954-
but were not proceeded with. On the other hand, a re-asseS!ment 
of the demand for and production of BUCh equipment in the country 
t.oG.t considered neceaary. It is a..Lso unfortunate that the term.s of 
reference of the Gadkary Committee included an assessment of the 
~ent to which the requirements of heavy electrical plant could be 
met from cun-ent production and possible e:rpa.nsion. of it. In fact, 
at that time no heavy electrical equipment was being manufactured 
OT had been planned tor manufacture by the exi3ting units in the 
country. Evet& the assessment of the dem4nd for the heavy electri
col equipmen.t made by this Committee did not prove to be of much 
"1148 fUI iI evident from the fact that within a period of 4 to 5 yearS" 
thereafter, two more heavy electrical factories had to be planned. 
(Paragraphs 11-12). 

R&PL Y 0., GoVERNMENT 

Noted. 

[MiniatTy of hdustry & Supply O.M.· No. 21/1/63-HECHE, dated. 
the 8th Feb., 1965]. 

6 
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BecomJIMIJD4atiGa (Serial No. Z) 

2 

It would have been prudent if a decision to set up a factory had 
been taken in 1949 itself when Government h4d the project reports 
from tht'ee wetl..·known firms before th.em. ,That would not only 
hat~ enabled its being set up economicaUy but also provided the 
much needed experience in this field. The factory would: certainly 
have gone into production by 1953 thus providing not: only the 
heavy electrical equipment at a time when it was badly needed for 
the Power Projects, but would also have saved valuable foreign ex
change. The expenditure 'incurred on the p1"eparation of the Pro-
ject Reports in 1949 and 1954 was also rendered nugatory. It would 
thus be clear that as a result of this vacillation and delay regardmg 
the setting up of the factory a valuable period of six years (1949 to 
1955) was lost. (paragraph 13). 

REPLY OF GOVERNMENT 

N()tea. 

[Ministry of 1ndustry & Supply a.M. No. 21/l/63-HECHE, dated, 
the 6th reb., 1965]. 

Recommendation (Serial No.4) 

A.E.I. was stated to have been preferred to Siemens as the esti
mates of capital investment given by the latter (Rs. 10 crores) was 
considered to be an under-estimate as against the emmete of 'AEI 
(Rs. 15.9 crores) which was assumed to be more accurate. In actual 
fact, however, the es~mate of AEI p1"oved to be equally unrealisticl 
as has been discussed in paragraph 141 of the Report. (Paragraph 
20). 

REPLY OF GOVERNMENT 

Noted. 

(Ministry of lndu.stry & Supply a.M. No. 21/1/63-HECHE, dated, 
the 6th Feb., 1965]. 

Recommendation (Serial No.7) 

Normally it is expected that the foreign exchange neceBBary fOT 

It Project would be made sure of before ranctUming it, especially for 
project of the" magnitude of HEL. Here, it is dear that theTe was no 
such prospect at the time of sanctioning the Project. It is not BUT· 
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prihng therefore ,hat tfwre ~ .0 muth delay in aN'anging tor the' 
foreign e:ech4nge with the conBequenUal deUJlI in itI e#CUtioa. The 
Committee feel that if that is not mGde lUre of at the time of B4ftC-
tiMing A Pf'oject itaelf. the position. from which one un Nttle the
ttnn8 Of oblClining foreign excoonge wiU be WeAkened. In the pre
lent CCIIe, credit ar1'C1ngemem.a. in"olvinB heavy seroice CMrges, had 
to be th4~ with a consortium of British Banke". It Alsd bpC4~ 
nece.14T1/ to Appoint AEI a. Pl£rch4se agents and PAY them over 
RI. 2 lakh, fOr that .eTVices. AU theu must neceBBaTiZy Alfect the" 
cOlt of p7'oduction. (Paragraph 31). 

RIaoLy OP GOYJ:ItNMENT 

Noted. 
[Min.ilt'1l of lndust'1l " Supply O.M. No. 21/1/63-HECHE, dated,. 

the 6th Feb., 1965]. -

BeeommeDdatiOll (Serial No. 8) 

Und.eT the puTchasing agency agreement, the AEI weTe to be 
paid the coat oj peTforming the services plus ten percent thereof. 
The commercial practice is for purchase cOmmiarion to be ezprelSed 
as percentage oj the cost of goodl puTch4sed. Whatever might be 
the ju.atificAtion 1M not .pecifying the lees in the present ~s or .. 
th;3 bCIsia, the payment of charges on 'cost plus basil' is not condu-
citle to IeOItDmtI aM is open to criticiam. The Committee, therefOTe~ 
r~ thet Buch an a1"1'Clngement should be awided. (para-
gT'4phl 32--33). 

lbPL Y OF GoVl'JlNMENT 

Noted. 
[Min.iaf'1/ of 'ndust'1l " Supply O.M. No. 21/lj63-HECHE, dated,. 

the Oth Feb., 1965]. 

FUJtTHJ:R INJ'OIlMATION CALLED FOR BY THE CoMMl'lTEE 

Whether any general instructions have been issued to avoid pay-
IIW'nt of cb.atps under the purchasing ag'eDCy agreetnent on 'COst 
plus basis'. 

[L.S.S. O.M. No. 14-Pu/M, date4, the 18th November, 1965]. 

FUJtlftCR REPLy OF ~ 

No geDeI'Il instruetiODl were iuued as UleIe were not considered 
spec:iAc:a)ly i1e«nDQ". General instnJetioaa are now being issued. 
as clea1red.. 
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8eeoaameBdatiOJl(SeriaI No. ') 

While in the case of the Bhopal Project there was only one agrE'e-· 
ment for the preparation of det4iled project reports as well as con
sultancy seroice, at the other projects the Consultants insisted. upon 
separate agreements for each item with the 1'esult tMt HEL is flat 
a'1Da1'e at thb stage of the likely financial commitments to the ('on.· 
sultants. 

The Committee appreciate the difficulties in dealing with cO'U.n-· 
tries having different procedures in regard to collaborntion. 'RlIt at 
the same time it is necessary that Gooernment should hav~ a clear' 
idea of the total payments to be made to 'the Consultants for tl Pro-
ject ~efore appointing them. Otherwise it would be difficult to' 
detenn.ine the reasonableness of their overall fees. They cf)'It.'ftd'P.'" 

that the East European countries which are willing to cO-~te' 
may not be averse to indicate approximately their total c0n81tltClncy
charges at the very beginning. The Comm.4ttee trust that &overn-
ment would do so in future. (Paragraphs 35-36). 

REPLY OF GOVERNMENT 

Noted. 

lMinistry of Finance (Bureau of Public Enterprises) letter No. 198--
FI/lSS;67, dclted, the 15th May, 1967]. 

ReeOllUlleDdtttious (Serial Nos. 11.12) 

The Committee are constrained to observe that the paY1i~ents ~o· 
far made to the Consultants under clause XVI (a) (iv) have not 
been related to the progress of the factory, as stipulated in the' 
agreement. Further, it is surprising that the total consultar.c!l fee 
of .£400,000 is dt£e to be paid to them by March 1963, 10hile the
agreement is yet to run for another 8 years (Le., upto 1970). To 
BUStain the interest of Consultants in theilr work, as alBa to erlsurt 
timely completion 'Of the Pf'ojeCt, it is deWt'f"(l'bte thmt the payment 
is spread over the entire consultancy period-a suggestion to which. 
the ChairmaR. of HEL and the representative of the Ministry agrf'6d. 
T1u> Committee hOpe that this aspect w()U.ld be oorne in mind white-
entering into such agreements for the other Projects in future. 

The Committee recommend that, as far as possible, the qUQ1!tum 
of payment to c01'l.8Ultants should be related to t~ quantum of work
«_Uy done and the legitimate expenses incurred by th em. The-
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Jut Ntalmnt .hould be " .... tanti4l or&e# paflClble aftet' the pier"" 
MW bHn com.mimoned. (Pa.nzgrapM 41-42). 

REPLy or Gona!oIarr 

The :\fint.try of Finance 0.1&. NO.·F .33(23)-EGI/60, dated 2'1th 
,September: 1980 (at Appendix I) lays down, for the guidance of the 
Ministrte8/Depa.rtmen1:8 concerned, that in the CODBUltancy a6r~e
mente, as far as pouible, there should be a provision for suitably 
.Phuing the payments to the consultants, related to di1ferent r.ages 
1D renderi.ng oJ. the consultancy aenices. It is also envisaged that 
the last inJtabnent should be Q substantial as poulble, as in case 
.of a terioua defect or failure it would be possible to withhold the 
·1ut instalment. The Ministries/Departments are again being re-
qunted to bear in mind this guideline while ftnaliatng collaboration 
. agreements. 

:£MiftUtrll of FinaflCe (Bureau of Pubtic Eftterpri.ser) letter No. 198-
Fl/ISS/67, dated, the 15th May, 1967]. 

Beua"" .. datloa (Serial·No. 13) 

The Committee Me IUrpriled that· from the pavm.~rtt oJ 
£. 2,50,000 already mGcU to the Consultants, no income-tax' was 

.charged. They also do not understand why the Conrultantc have 

.objected to the paym.ent of inc&rM-t4:r. In theiT opinion. -lTl:es)1l 
ezemption from the pa~t of income-taz is If*ifica.ll.y protrided 
101' in an agreement, it should be taken fM granted that it hos to be 
poid uncWr the taw of the land. (Paragraph 44). 

IUPL Y or GoVl'.ll.N'lONT 

It has since been recovered from the Consultants from subse-
·quPnt payments due to them. 
{Mmill'1l of Indumy N Supply O.M. No. 21 (1) /63-HECHE, dated 

the 6th February, 196&]. 

B£lI .......... (Sedal N .. 14) 

The Committee "'ggeat that in future the tcu:ation upect ir. ~ 
ptct of the CONUltancy chaf'ga paycable to the COftIUltants . should 
M .. «led in acmance cmd ""t latft' Oft, cu otherwue the CM..tUltam. 
GTe Uleelv to claim uemption. (Pd1'ClgnJph 44). 

Raft,Y Dr GovI:IImoNT 

The Miniltries!Departrnents were advised to observe this princi-
'PI", vidfl Ministry of Fin~ O.M. No. F.33(23)-EGt/80, dat~ 27th 



11 

:September, 1960. (at Appendix I). The Ministries/Departments are 
,~again being requested to carefully observe the principle. 

;;lMinistr1] of Finance (Bureau of Public Enterprises) letter :Vo. 198-
FIfISS,I67, dated the 15th May, 1967]. 

Recommendation (Serial No. 15) 

The total income-tax deductions from the tee of £ 400,000 payabl~ 
. to AEI, are esbimated to be £25,000 .. In thedrcu.mstances, the 
. raising of their fee by £50,000 (from £350,000 to '£400,000) to 
.procide for pay~t of in.com.e-ta.r which is half oftha.i amount does 
1'IOt appear to be justified. Instead of raisi'l\g' the fee by a fized 

-cunount. if would perhaps have been advantageotU to pay the original 
fee of £350,000 plus the amount of ta.r actually levied in India. 
(Paragraph 45). 

RBPLy OF GoVBRNMBNT 

'Noted. 

!IMinistry of Indu.rtry & Supply O.M.No. 21fl/63-HECHE, Mted 
the 6th Febf'U4ry, 1965]. 

Retommentlation (Serial N., 16) 

The provision finally included in the agreement (vide para 48) 
'is at variance with .the draft prooiston 'wbmitted to the Cabinet. 
From a re4ding 01 the df'tlft proviftoft., it would appear that the! 
Comultanta tDfIT'e to be responrible to mG.intain the rerident engi-
neer and his cuaiBt4ntB in India at thei'T own COBt, although it WaB 
aot specifically mentioned. In the agreement finally concluded, the' 
.md of maintaining this staff was specifically made the responribiLity 
'01 tM Govemment. The Committee af'e not aWaf" of, the teasons 
for tlflI'eeing to this m4teri4l change in the agreement after its ap-
prot?a.l by the Cabinet. 

They COft.Iidef' that the term8 and conditioM of BUChagreements 
; ... JaotUd be cle4rZy apecified at the wry 'begmning and mould leave 

ftO room for ambiguity or a d.il1f1T'ent interpt'etation later on. The 
. CommUtee hope that Government woutd emmine this m4tter and 
lay do1Dn certain broad principia for ob'ervance in thi' regard. 
(Paragraph. 52-53). 

RBPL Y OP GovI::RnI:IDrr . 

'I'his was ODe of the earlier collaboration ,. .~menta concluded 
:.at a time when sWBc:ie'Dt experience wu GOt available •. Howewr, 
~blequentI, broad guidelines which shoulel be borne in mind. while 
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eterin, into such agreementa were laid down in this Ministry'. 
O.:M. No. F. 33(23)-EGI/60, dated 27-9-60 <at Appendix-I.) 

[JlimIt?'lI of FifUmC. (BuTeau of Public Enterprises) letter No. 198-
Fl/ISS/67 , dated the 15th Mall, 1967]. 

Becom ............ (Serial No. 11) 

The Committee ?,.commended that where the cost of Tesident 
engt.,er. etc., ia to be bome by Government. an upper limit for ex-
pe7lditure em the ICIIGriu, a11ot»4ftCU. etc. of foreign. apeciaZists to be 
emplos/ed in 4 Project .hould 'be 14id doum in aU agreements as lor 
41 ponible, GI hal been. clone in. the cue of the Rourkela Projectr 
(Paragro.ph 54). 

RM,y OF GovIaJoozfT 

Noted. 

[Minirtry ot Finance (Bureau of Public Enterprises) letter No. 198-
Fl/1SSj67, dated the l~th May. 1967]. 

Jleeom..,..,det;i ... (Serial No. 18) 

The CommUt .. con.ricWr it n«e."", tMt as far CIS pollible a list 
of fMdgn. 6t4f! ,-cquired to be pomd bV the Comult4ntt at the 
V4riou.t .tcaga of a Pro;ect ,hould be b1'Oad11l determined in advoftCe 
cm4 ittclMad .. *he Gf"'ement 10 .. to a0cri4 anti COft/u.rion or dia-
J*k at 4 Zcder.... A pIaaHd programme for the replacement of 
IONk1n ",ecWiaq ,houJd alao be prepared ~ Gdh.ereci to (l$ jaT a~ 
poeribk. (P~ It). 

~YOF~ 

The DMd fpr i1lClucltn, in the CONUJ~ w~nt a list of 
the COJ)MIlten~'. Itatr til .. , wo~d be ~ ip. J,ndi., WN broupt to 
the notice of the Ministries/Departments vide Wifl,i$try ot Finance' 
O.M. No. F. 33 (22)-ECl/60. dated 27-9-1960 (Appendix-I). The pro-
pamme of rep1acemat of foreign spedalista by Indian oacers :is 
one of the upec:ta u.su11y eoverecl In the Detailed Project Report&. 

("",",,'lI et FiUtlee (B""",, of Pkblac Emerprish) ~tUr No. 198-
F"ISS/trI. cW..c the 15Ua AI.." 11&'1] . 

......... =ea .. tleD (Serial No. It) 

The Com,,""" doubt 1DMtMr it " poaible to obtAin faVOUf'tJ'bw 
ad ~.w. .... *" ,..,... to the ~ of fvreigt& ~ 
lim .".,. the tnOhr .".."... "*" the Couultaiab h4a been eon-
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eluded. Further emy delay in settling the terms thereafter would 
af1ectthe implementation of the pro;ect. What is more, having 
paid higher umaneratioft to foreign specialists at <me Pro;ect, it 
may be ditJicuU to deny Bimitar tenna to tile ~ required for 
the other pro;ect.. The Committee therefore recommend that the 
terms of appointment of fo'reign specialists should be settled before 
entering into the C01LIU1t4ncy agreement. That would enable the 
undertakings to get more fa.tJOf.a'abl.e terms, as was agreed to by the 
representative of the Ministry of Finance during evidence. The 
Committee hope that this would be borne in mind while entering 
into agreements for the other projects in future. (Pamgraph 6). 

REPLY OF GoVERNMENT 

Noted. 

[Ministry of Finance (Bu.reau of Public Enterprises) letter No. 198-
FI/rSS;67, dated the 15th May, 1967]. 

Recommendation (Serial No. 22) 

The Committee conlider that reports from consultants at regular 
intervals, are very necessary and should be called for by HEL. 
They also JUggest tMt AEI should not only send these Reports to 
the HEL but also to Government to keep the latter posted with the 
progress of the Project and any diflcu.ltie. encountered .0 48 to a"oid 
any complaints from the Consultants loter on. The Committee 
hope that early action would 'be taken in this matter, as W48 agreed 
to by the Chairman of HEL during the evidence. (Paragraph 64). 

REPLY OF GovuNMENT 

Noted. The Consultants are now submitting half yearly pro-
gress reports to the Chairman, Heavy Electricals Ltd., with a copy 
to Government. They are considered jointly with a view to take 
necessary action whenever called for. 

[MiniBtry of Industry &- Supply O.M. No. 21/1/63-HeCHE, dated. 
the 6th February, 1965]. 

BecommeaUtioa (Serial No. Z3) 

The Committee couider elicit s correct spprailal uf the working 
of the cagreeme1Lt CCI" only be mGde in terms of the achievements of 
BEL, n.amel,,:-

(1) time by completion su ~"i", of the ftactortl; 
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(2) achietnng the target, of productiDa 41 peT the Comul-
f4nt1' ~ or eoen shotoing better per!ormo:nce; 

(3) COlt of prod4&ction 41 corn.pcl1'ed to the cost of similat' 
equipment imported from abroad; 

(4) trai,""", it.t techn.icGI penonnel so u to reduce dependence 
on fore'igft ~ U 'much 41 poWb1e; and 

(5) .el.f-n.t1fciency in the matter C1f Taw materials and com-
ponent,. 

Th'1I tn&It th4t thae aime would be constantly kept in view. 
(Pa'J'Cgraph 85). 

REPLy OF GoVERNMENT 

Noted. 

[Mininry of Industry & Supply O.M. No. 21/1/63-HECHE, dated 
the 6th February, 1965]. 

Rec:ommenclatioo (Serial No. 24) 

The Committee were informed that a Pro;ect. Co-ordination 
Divilion had been organiled in the MinUtTy of Finance to analyse 
the ""riou,s Jcind. of agreements and to collect the necessary data 
30 that· it could provide 'reference and conB\I.ltcmcy service' during 
,the ,~, of ut4bU1hment of industrial units in respect of contract
ing tOf' coUdbomtion, COflBtruction, etc. The Committee hope that 
t his cell would be manned by suitable personnel and the agreements 
routed tht"OUgh this cell. In thu connection, they would also refeT 
to the 1'eCOmmendation contained in pam 86 of thei,. 32nd Report 
(3rd Lok Sabha) on the National Coal Development COTpOTation 
Ltd., Rancht (Pt.H'CIgnIPh 61). 

RRl,y or GoYBIUfMBNT 

The B\Il"f'&u of Public Enterprises would coordinate the arrange-
menta in tbJt reprd. 

[Miniat'1/ of Finance (Bureau of Public EnteJ1)T'i8a) letter No. 198-
Fl/l55/67, dated the 15th May, 1967}. 

lIeeumaeadatioa (Serial No. 25) 

The Cormnittee recommend that a firm procluction programme 
of a project .hotdd be dedded in adW'RCe and no chaAge, cliver~ 
catioft, Of' ~ .Jtould t\ormaUy be thought 01 tiU the wtput 



15 

initially contemp14ted h4s been achieved. The question of expan-' 
sUm, if n.eeeIIClTI/, should be conside7'ed 411d taken up only theTe- . 
after. The repraent4tWe of the MiniBtTy agreed toith this view 
and aBSUf'ecI ~ thia policy would be followed in 'regard to other 
projects. (P4rograph 75). 

REPLY OF GoVERNMENT 

Noted. 

[Mini.stT'y of In.d:u.stry & Supply O.M. No. 21/1j63-HECHE, dated 
the 6th Feb'J'tLOry, 1965]. 

RecommendatiOil (Serial No. 26) 

The representative of th4! Ministry stated during evidence that 
althou.gh there was scope for doubling the Hardwar Project, the 
R1.&8nan Consultants had e:rpTessed the view that manage1'ial and 
other problems would CTeate difficulties. They, therefore, favoured 
a separate unit instead of doubling th4! existing one. The Com-
mittee feel that th4!se considerations would equaUyapply to the 
Bhopal Project. They trust that Government would completely 
satisfy themselves about the economic and administrative aspects of 
the proposed expansion of the Bhopal Project to Rs. 50 CTOTes outptLt 
before according their final approval to it. (Paragraph 77). 

REPLy OF GoVERNMENT 

Managerial Problems, though difficult, can be easily solved by 
appointing additional senior supervisory ~nnel incharge of ~ach 
viable section of manufacturing Wlit. This view was accepted by 
the Russians when they agreed to the doubling of the output at 
Hardwar on th'e basis of whkh it has been planned. 

At Bhopal, there are separate Blocks for each manufacturing 
activity and for all practical purposes they are separate, in charge 
of a Superintendent. If additional top level supervision is needed, 
there can be separate Works Manager" Chief Engineer far rotating 
equipment (such as generators and motors) and static equipment 
(such as switehgear and transformers). Costs of servicn and 

genenJ owrheads are considerable and unless the quantum of out-
put is large, a unit cannot be ecooom.ica1. In modem practice, for 
this reason si%es of manufacturing units are becoming bigger. 
RussIans themselves are setting uP. it Is learnt. much bigger unit •.. 
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The lntematioDal General E1:ectrie eo. in U.sA. have a manutaru. 
ina UDit of 6 million Kilowatt capacity for Tol'biDes ad GeDerators 
at Scheneetady. 

The economics of the expansion scheme, at Bhopal, has beta 
-examined and the expansion baa been approved. by Government 
for the inelusion of steam turbines. The total output would now 
be Rs. 38 aores per annum. 

[Mininry oj Indtutry & Supply O.M. No. 21/1/63-HECIIE, dated 
the 6th Febma'll. 1965]. 

ReeOlllJD8llMtioD. (Serial No. Z1) 

Even the completion of Blocks I and II which were included in 
the original projects (lb. 12: 5 ctoru output) h4s heen del4yed by 
4bout 2·1/"', 

The Comm.ittee hope that Government and HIL would take 
ene?"getic .teps to eNUre that there i, no further tlelay in the com-
pletion of the Project. (Paragraphs 78--80). 

REPLY OF GovaNMENT 

The delay in completion of Blocks I and II has been due to the 
.hort supply of steel. 

Noted. Steps were already being taken to remove bottlenecks 
and Blocks 1 and II have now been almost completed and are b'eing 
equipped. 

[Ministry of Ind1Ut'1l & Supply O.M. No. 21/t/63-HECHE, dated 
the 6th Februo,.y, 1965]. 

Beeommeadatiea (Serial No. 28) 

The cmciUo'1l pl4nts of the Bhopal Project and the Testing 
Laboratory had not been completed or comm.isrioned Oy the time the 
factory t'OmmeftCed production. Since the actU4l production CIt 
Bhopal till 1961-62 was much below the origiMI target, the 710ft-
commi.s'ioni'Rg 01 thue 1mit. might not have preaemeci GAy senou 
pt'Oblem. That no ut1'a coat toG. involt1eci in puft"hoaing the pro-
chda fro'" the tnCIrket ia a small COMOlatioA aftCl no ;u.ti~ for 
1M detatI in. the Htting up of these UN" intim.e. On. til« 'other 
Jaond, the late purehae of theae plaftts m1Ut have coat more. The 
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Committee hope th4t HEL mould ensure that the vaTi.ous units 01 
:the other plants aTe commissioned in time in Cln integmted and ~ 
.onIi1'l4ted manneT. (ParngTaphs 81-83). 

REPLy OF Gov!:RNMENT 
Noted. 

[MinistTY of Indu.stTy & Supply O.M. No. 21/1/63-HECHE, dated 
the 6th Feb., 1965]. 

:&eeomme.dation (Serial No. 28) 

The Oxygen PlIlnt, which cost Rs. 11.67 lIlkhs is not being used to 
ju.U capacity. It is run on a three-shift basis for 2 or 3 days in a 
week. Obviously the partial workilng of the oxygen plant is not eco-
nomical. 1fhe Committee would suggest that Government might 
make a study of the working of this as well as other ancillary plants 
.at Bhopal with reference to the present and future needs of the fac
toTtI. so that their working is placed on a satisfactory and economic 
footing. (Paragraph 84) . 

. REPLY OF GoVERNMENT 

Capacity of the Oxygen Plant was designed to cater for the need6 
.of Block I, II and IV. At the time of the visit of the members of the 
Estimates Committee, Blocks I and II were not completed and, as 
such, the full requirement of oxygen was not utilised. With the 
completion of Blocks I and II, the Oxygen plant would be fully uti-
lised. Similarly other ancillary plants at Bhopal would be fully 
utilised with the completion of all the factory blocks. 

{Ministry oJ Industry & Supply O.M. No. 21/1/63-HECHE, dated 
the 6th Feb., 1965]. 

R«ommeodation (Serial No. 30) 

While the Bhopal Project h4s taken over four years, from the date 
-Of receipt of the Project Report, to go into production, the other pro. 
jects are expected to take even less than 3 years. The Committee 
1wpe that, with the experience gained at Bhopal, HEL would ensure 
that the other projects would go into production according !to the 
timt-8chedule fized for them. (Paragraph 86). 

REPLy OF GovI:RNMENT 
"Noted. 

{Jfi1mt1'1l Of IftdustTJI err Supply O.M. No. 21/1/63-HECHE, dated 
the 6th Feb., 1965]. 
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Bet01lUUlldatioD (Serial No. 31) 

The Committee were rurprised to note that HEL had not yeIr 
undertaken the pTep4ration of a completion report even in respect of: , 
the Factory Btocla, already completed. What is more surprising u-
that neither the HEL was aware of the suggestion contained in the' 
3rd Pkn nOT had the Ministry dra10n their attention to it. 

o 

The Committee wou.ld suggest that Government might isBUt 
suitable instructi01l8 to all undertakings in the public sector to ~-. 
pare comprehen.si1>e completion repo1'ts for their projects as envisa!J-
ed in the Third Five.Year Plan. (Paragraphs 88-89). 

R5'LY OF GoVERNMENT 

The completion report for civil engineering Works for the period". 
ending 30th June, 1963 for HEL, Bhopal has been ret'ph-<.>d. 

[Ministry of Industry & Supply OM. No. 21/1/63-HECHE, dat~: 
the 6th Feb., 1965]. 

Itec!ommeDdatiOIl (Serial No. 33) 

A, against a target of IU. 290 lakhs suggested by t'he Consultant:c
fOT the year 1961-62, the HEL aimed at a production of Rs. 350 14k_. 
·The value of finished equ.ipment manufactured during 196.1-62' 
amounted to IU. 13.17 l4kh.s only. In addition, the value of 1OOTb-· 

in-progress and departmental tDOrla amounted to Rs. 164.30 14kJut. 
Even if the mtire works-in-PTogrea. are taken into consideration, t1le' 
production. w<wks out to 61.2 per cent of the reviled ta.1'geu of :Ra. 
290 lakhs. When COfflpGTed the capital in-vestment oj Rs. 30.10 crOTe&-
upto 31-3-1962, the output w01'ks out to Rs. 5.8 per cent only. 

The Committee consider that most of the di1Jiculties t!:1'perience4~ 
by H.E.L. ere not uncommon dUrl7\g the initial period of constr'uCl-
non and comm.i.crioni7\g of any indwtrial concern. and could ha.1N!!'" 
been fore.Hn. The targets of production .hould h4ve bftft fized: 
Wring into con.sideTa.tUm all such joctor.. They are not, tJurrefore, 
conviaced by the f'ecuona advanced for shortfall in pTOductiol&. T1&e-
Committee suggest th4t the pTOd\lCticm programme should beprf!oo'-
pcared reali.ttict1llllanci evertI efor't m.a.de theTeafter to acme"e th~ 
unle" e.rtrCl-Of'dill4'1't1 ci'I'CUfMtatICes interv~. (Piiragraphs!J3.;.:.-
-) ~ ,.-. . .. 



It 
REPLY OF GOVERNMENT 

Noted. 

[Ministry of Industry &. Supply O.M. No. 21/1/63-HECHE, dated, 
the 6th Feb., 1965]. 

Recommendation (Serial No. 34) 

It is hoped tMt the teething troubles of the Bhopal Project ar~ 
now over. The Committee trust tMt with proper planning HEL 
should be able to show better performance in future and reach the 
targets that have been fixed (Paragraph 96). 

R.EPL Y OF GOVERNMENT 

Noted. 

[Milnistry of Industry & Supply O.M. No. 21/1/63-HECHE, dated .. 
the 6th Feb., 1965]. 

Recommendation (Serial No. 35) 

(i) As any delay on the part of HEL in supplying the equipment 
i$ likely to affect the development programme ot its customers (the 
State Electricity Boards etc.), the Committee suggest that HEL 
should offer firm dates of delivery and adhere to them as tar as possi
ble. 

(li) They further suggest that the actual item-wise production 
by HEL during a year vis-a-vis the targets may be included in its 
.nnual reports. The statement ot actual production might include 
the value of orders executed during a year as wen as those pending 
at the end of it. The reasons for shortfall and steps taken to over. 
come them. may also be indicated in the ann.ual reports. (Paral. 
graph 98). 

REPLY OF GOVERNMENT 

Noted. 

[Ministry oj Industry & 'Supply O.M. No. 21/1/63-HECHE, datea. 
the 6th Feb., 1965]. 

F'uIrrHDl INFORMATION CALLED FOR BY THE CoMMITl'EE 

(i) Whether HEL now offer firm dates of delivery to the Cus
tomers and how far the Compan.y had ben. 4ble to adhere to 'thuer 
iGtes during the last one yeaf'. 

{L.S.S. O.M. No. 14-Pu/64, dated, the 18th November, 1965] 



FtnrtRt:a REPLY OF GCWEIUOIENT 

The Company have not been able to adhere to tbe delivery dates 
.on ICCOUIIt of late arrival at imported material. J'i:rm delivery dates 

.are quoted to customers and barring unforeseel'l ~ they 

hope tc aclhere to the delivery dates offered on orders booked during 
tbe last 1~ months. 

It is obvious th4t the pre.ent practice of ji:ring the price. of 

.equ.ipment produced by HEL to correapond with prices of imported 

.eq"ipmeon.t C4nnot continue lor long. Price hal got to be detennined 

.on. the actual co.t of production. The pre,ent policy i8. therefore, 

neither .ound flO7' economical. The ,olution lie. in HEL e.rerciring 

°utmo,' economy a.nd bringing down the cost of production to II rea-

sonable level .0 tMt the Hlling price leave. on acleq1l4te margin of 

profit to the Company. The Committee hope tMt efforts tOill .be 
made by HEL to achieve this end u early u po.slbl.e (paragraph 
0101) . 

It was only in the earlier sta,e when MEL's own data of costs 

WM not available that prices were fixed on the buis of A.E.I. prices 

and methods of pricing. The pricing policy is being readjusted in 

the light of experience and will continue to be reviewed from time 

to~. The profit stage, however, will only be reached when the 

production level goes up substantially. 

[Mmutl'Y of Indut", & Supply O.M. No. 21/1/63-HECHE, dated, 

the 6th Feb. o' 1965]. 

Reeo ......... tiea (Serial No. 37) 

The Committee note the HEL is making eDortl to increae the 

export eami'l\gl Of the c<*fttrtl. Bm it is 'Cleat" that it wotUd hove 

10 face tough competition from manufa.cturers of other cou.ntriu. 
who might even q1UJte lotDer rates for e%'pOrt purpose.. Such a com. 

opetititm can only be faced by adopting UftprOOeci designs cmd pro.. 

cluction. teehnique.. the Committee tn&at that BEL is Gddreaino 

iUetf to tJib ttuk. While doing '0, BEL tDOUld ftC) dou.bll couider 
wMtheT it tOOU1cf be clainabte to COt&#iM ezporta init1GUy to certain 

.f1n* 4nd 1"4"9a 01 equipment which lend them.sel".. eaailll to tn.CI8S 

-p7'OChcCicm. (paragraph f7). 
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BBPLy or GovJi:ItHMarr 

HEL propoae to export only 11 K. V. circuit breakers and capaci-
tors whidl c8n be cOvered by mass production. 

[Ministry of Industry" Su.pply O.M. No. 21/1/63-HECHE, dated, 
the 6th Feb., 1965]. 

BeeemmeadatioD (Serial No. 41) 

(i) The Committee note that while the project report was accept
ted in March 1957, the placing of OTders for the purchase of plant 
4nd machinery commenced from April 1959, i.e., after (J period of 
about two years. While the delay in receipt of plant and machinery 
might not have hetd u.p any work at Bhopal because the construc
tion of factory blocks was also delayed, the additional expenditure 
on the cost of the equipment worth Rs. 249 lakhs alone, iamounted./ 
to Rs. 23' 56 lakhs which could have been avoided with better plan. 
1ting. 

(ii) The Committee would like to impress upon Government the 
desirability of ensuring adequ.a~e credit arrangements before sanc
tioning a Project of this magnitude in future. (Paragraphs 110-
112) . 

REPLY OF GOVERNMENT 

At present no project is finally approved for implementation till 
the availability of foreign exchange required is assured, or there is 
reasonable likelihood of the foreign credit becoming available by 
the time orders are to be placed. I 

[Ministry of Finance (Bureau of Public Enterprises) letter No. 198-
FI/ISS/67, dated, the 15th May, 1967]. 

Becommemfation (Serial No. 43) 

The Committee trust that as a result of experience at Bhopal, the 
purchases of plant and zn,achinery for the other projects would be 
planned in such a way that delay in commisrioning them is avoided. 
(Paragraph 115). 

RBPL Y OF GOVI'llNMENT 

Noted. 

{Jrtn.btry of Industry " Supply O.M. No. 21/1/83-HECHE, dated, 
the 6th F~., 1_]. 
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~ (Serial No. 44) 

The Committee hope that a decUion on the general question 01 
Htting u.p n l'Uitable orga.nilation in the U.x. toT effectively coordi-
Mting the .hipping arrcmgement of cargoes moving on oce01mt qj 
the Vo.riQUI public u.nclertakings would be taken by Governmenta:t 
en earty date and that it would be ensured that public undertakings 
follow it. (Paragraph 118). 

REPLY OF GovERNMENT 

Mis. Schenker " Co., G.M.b.H., 2000 Hamburg 11, Bei Den Muh-
ren-5, Hamburg have been appointed as Government's Forwarding 
Agents for making shipping arrangements from the U.K. and con-
tinent for the import of Government cargoes and those of the pub-
lic sector undertakings wholly owned or controlled by the Central/ 
State Governments. Their sub agents in U.K. are MIs. Bahr Beh-
rend" Co., London. Theft arrangements are in force from the 5th 
September, 1962. . 
[Ministry of Industry and Supply O.M. No. 21/1/63-HECHE, dated. 

the 15th Jan., 1966]. 

BeeommeadatioD (Serial No . .&6) 

'The Committeecon.rider that it should be highly desirable if th.e 
Annual Reports of HEL indicate the percentage of imported raw 
materials and Components u.sed in the m4nufa.ctu'f'e of equipment s() 

that the progress made in the u.tiliBation of indigenous raw materials 
and componmts is known f1'Om yeaT to year. (paragraph 124). 

REPLy or GOvatNMENT 
The recom.meodation of the Committee will be implemented 

while publishing annual reports in future. 

[MiMatry of Indwtry " Supply O.M. No. 21/1/63-HECHE, dated, 
the 8th Feb., 1985]. 

The Committee cannot help feeling that there 1.8 lack of experience 
aM proper planning in the procu.rement of tnaUrials CIftCI the aystem 
01 pladng OTde-rs leaw. much to be defired. They recommend that 
ftEL Rhould review the position immediately and fnatLTf that in 
tutuf'e the ~l of materia" and CO'I'npoM"nts u com~'" 
nd Telated to its requirements. (Paragraph 131) 



REPLY OF GoVERNMENT 

Undoubtedly this 1s a new complicated time of manufacture 
·and adequate experience will -be gained slowly. The question is now 
engaging the constant attention df the HEL management. After 
exploring the indigenous availability of stores imports are being 
resorted to. Planning and procurement are being done with a view 
to m3intain a minimum level of inventory. 

{Ministry of Industry & Supply O.M. No. 21/1/63-HECHE. dated, 
the 6th Feb., 1965]. 

Reeommondation (Serial No. 49) 

The observations of the consultants reproduced in para 132 con
firm the apprehensions of the Committee e:cpre8sed in para 131. They 
feel that there is an urgent need for examining the whole precedure 
of pU'Tchase and procurement of components and materials by HEL. 
The Committee trust that immediate action would be tdken. to .,.e
move the defects and streamline the purchase organisatiOn and 
procedures. (Paragraph 133) 

REPLY OF GoVERNMENT 

As stated against serial No. 48 above. action is being taken to 
streamline the purchase planning and procurement procedures. 

IMinistry of Industry & Supply O.M. No. 21/1/63-HECHE, dated, 
the 6th Feb., 1965]. 

Recommendation (Serial No. SO) 

It was represented to the Committee that import duty on thp. raw 
'materiaL'! used by HEL worked out to 22 per cent on an ave ... age. In 
most caSes this was stated to be higher than the rate of duty (15 per 
cent) levied on the import of finished equipment: The Committee 
hope that early decision would be bake» to reduce the import duty on 
the ratv materiaZs and components (Paragraph 134) 

REPLY OF GOVERNMENT 

Government have already issued orders that imported compo': 
nents will bear, the same quantum of customs duty as levied for 
finished equipment, when certified by the Directorate of Technical 
Development. Similar action would be taken into the case of raw 
materials; wherever necessary . . 
(MinUtry Of Indmtry. & Supply O.M. No. 21/l/63-HECHE, dattcf; 

the 6th Feb., 1965]. 
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___ uu. (Serial Mo. 51) 

The estim4tes of ca.pital cost of comparable items furnished by 
AEI in June 1955 rose from Rs. 15.90 crorts to as. 28: 16 crOTes in' 
November 1956 i.e. by about '71 per cent in a period of 18 months. It 
1»OUld appear that the est~mates of cost submitted by AEII in 1955 
were not ezamined. in any detail befcrre sanction.ing the project Dr 
appointing them aB consultants. The Committee are constTained to' 
obUTVe that the Project was sanctioned on the basis of 'lE!stimates, 
wh.ich have later on been tenned as 'intelligent conjecture' (Para-
graphs 139-141). 

Rul. Y OF GoVERNMENT 

Noted. 

[Ministry of Industry & Supply O.M. No. 21/1/63-HECHE, dated. 
the 6th Feb., 1965]. 

~ (Serial No. 5t) 

1t is always expected of C01l$UZtants that they win prepare reaHs
tic "timaus of the cost of a Pro;ect. In fact the AEI were in an 
advantageoUl polition in th.i8 rapect in that they had the knowledge 
of local conditiOflB in the country, as observed. by the Gcufka"Y Com
mittee. One would have though.t thatl their estimates t(,ould be 
N.OIO'4Rbl1l aecunr.te. It is regrettable that even their csti17UlteS' 
J'Woved to be 80 wide off the m.4Tk within a periD4 qf about 18 mont hR., 
(ParAgraph 142) 

REPLY OF GoVJ'.RNloONT 

Noted. 
(Jfinift'1l of Inciwtrfl &- SUpplfl O.M. No. 21/1/63-HECHE, dated, 

eM 8th. Feb., 1966]. 

The conaultants are generally aru::ious to secu.re contract and in 
'hei,. a'lX'iet1l tend to ofUbmit lown ertimate.. It is for consideratiO'n 
whe«hn in «M event of wide variatioft in the utimo.tes. other than 
due to jultijiable Teuans, the comultanb could be made responsible 
thereto,.. It is also MCCSK'lI th4t the estimates of cost indicated by 
the prospective coll4bonatpr, ,hould be thoroughly ezaminp.d before 
SGftctio"ing a project 0" .electing the CO'Aftltants. • The Committe~ 
trust «hot Government tDOUld uomine tne matter and i.uue neees
-'1J i~ctiona to cwoid the T«UrreftCe of l'imilGT . situtttiotlS in. 
1",ture (Paragraph 143) 
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REPLY OF GOVERNMENT 

Owing to the peculiar circumstances of the execution of this pro-
ject, there were variations in the cost estimate originally indicated 
by the Consultants. However, the cost estimates given in the Detail-
ed Projpct Reports are now carefully scrutinised before sanctioning 
the projE'Cts. 

[Ministry of Finance (Bureau of Public Enterprises) letter No. 198-
FI/ISS/67, dated the 15th May, 1967]. 

Rec:ommendation (Serial No. 54) 

(i) The original estimates of consultants did not includll! the cost 
of certain items, namely cu.stoms duty, purchase' commission, hostel 
for t1"ainees and township amounting to Rs. 11:45 crores. The Com
mittee fail to understand why estilrnates of important item.~ which 
amounted to over Rs. 11 crores, were not provided for in thE! original 
estimt'tes. The estimates of total commitment on such pTo;ectsr 
should be prepared as realistically as possible and should he av.ailable 
to Government before they are approved. It is not correct to unde1'
take a project on the basis of incomplete estimates and to subsequ
ently increase the outlay on it, which has in any case to be agreed 
to by Government-a f~ture which is fairly common to most of the' 
projects and has to be discounted. (Paragraphs 145-146). 

(ili)'The Commi~ recommended that the final estimate, of' 
the Bhopal Project skoul4 be prepared and placed before pClrliament 
at Cln early date (Pm-agraph 146>' 

REPLY Of' GOVERNMENT 

Noted. 

[Ministry of Industry & Supply O.M. No. 21/1/63-HECHE, datec!r 
the 6th Feb., 1965]. 

~datiOll (SeriJaI No. 55) 

The Committee hope that complete and firm estimates of the new 
PTo;ectB of HEL would be obtained and exClminedbefore wtrmittiflg 
them for Government's appro~. (Paragraph 141). 
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REPLy OF GOVERNMENT 

Noted. 
(Ministry of Ind1Utry & Supply O.M. No. 21/1/63-HECHE, dated, 

thf 6th Feb., 1966]. 

Beeommeadation (Serial No. 56) 

The Committee regret to observe that in spite of a written enquiry 
1rom them, neither the Ministry nOT the HEL could furnish informa
'iion rega1'ding the capito.! cost of utabIuhing a comparable heavy 
-electrical project elsewhere. The senior officers of HEL who have 
been visiting foreign countrieg f07' negotiations 01' traininp had nlso 
'lot been instructed to ga.ther this basic inf()T171.4tion. The Cho.irman, 
HEr.. stated that the idea of collecting this information throug1l thei,. 
.oJ/U'ers going abroad had not occurred to them. The Committe.: ccm-
:rider the collection of Buch datal very necessary. In the abs~e Of 
Buch data it is difficult to determifte· the re4S<mableness of estimates 
given by the Consultants. (Paragraph8 148-149). 

REPLY OF GOVERNMENT 

Noted. 

tMinistry of Industry & Supply O.M. No. 21/1/63-HECHE, dated, 
the 6th Feb., 1965] . 

........ mendadon (Serial No. 57) 

The Committee would ruggest that, with Q view to ensuring 
.,tmo,t ec<mOmt( Government might set up a regular machineT'!l to 
"C'J"'UtiniH the type of structure and construction, dt!ligns of factory 
buildings, etc., augge.ted by foreign. consuit4nt~. before acceptin.g 
them. (Paragraph 151). 

REn. Y OF GOVERNMENT 

Similar observations of the Committee O'n Public Undertakings, 
1,ide recommendation at Serial No. 34 in their Eighth Report on 
"Townships and Factory Buildings on the Public Undertakings" 
have been brought to the notice of the Ministries concerned and the 
Public Enterprises for effecting an independent scrutiny of the 
plans, designs and Specifications suggested by ccmsultants for factory 
buildings, with 0\ view to achieving economy and also meeting loc:al 
requirements. (Copy of Circular .7-Adv. (c) /eir-16, dated 20-1-67 
at Appendix-II.) 

(Ministry at Ji'i",,,ee (Bureau of Public E~te"P"ises) lettn No. 782,' 
FI!67, dated the 22ftd April, 1967.] 
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Recommendation (Serial No. 59) 

To avoid the preparation of separate designs fOT buildings and 
-services which are common to all projects, the Team of Expert! 
'f'efeTTed to in para 154 might also suggest the designs and specifica,
tions of common bu.ildings and service fac-mties, e.g., administra
tive offices, canteens, schools, hospitals, which might be adopted by 
aU undertakings in the public sector. In thts connection para 281 
may also be seen. (Paragraph 155). 

REPLY OF GOVERNMENT 

This work is being undertaken by the Bureau of Public Enter-
prises. 

{Ministry o'f Finance (Bureau of Public Enterprises) letter No. 782/ 
FI/67, dated the 22nd April, 1967.] 

Recommendation (Serial No. 60) 

(i) If the cost of township is taken into account the investment
()utput ratio of the Bhopal Project with an a'rtnual output of Rs. 15.5 
crOTes was 3.9: 1 and would be 2.6: 1 for an annual ou.tput of Rs. 25 
'CT'Ores. If the cost of township is exclu.dt>d fTom the total inve!t. 
ment, this would work out to 32: 1 and 2.2: 1 respectively. The 
Committee were informed that for a simiLar newly esabLisheu 
undertaking in the U.K. the investme-nt-output ratio would be 01 
the order of 1.7: 1 or 1.8: 1 in the early life of establishment. An 
electricaL equipment manufactuTer told the Committee that ,ale 
Tatio should be 1: 1.5 in a heavy electrtcal fact()ry. It is also note
worthy that tlhe investment sale -ratio in. the case of AE1I is· 1: 1. 5. 
It is thus evident that the Bhopal Project is over capitalised and it, 
investment-output Tatio is low. 

The Committee regret that due importance was not given to the 
~conomics of the project initially. 

(ii) It is well-known that higher capital invesiment increases the 
cost of the products and adversely aff~cts the competitive position 
of the undertaking. The Committee Tecommend that this aapect 
should be CGf'efv,l1y examined by Government before I4nctioning 
fleW pToject. in fu.tuTe. (paragraphs 157-158). 

REPLY OF GoVERNMENT 

It is accepted that higher capital investment has the effect of 
'increaSing the cost of production, which also adversely affects the 
!:am;petitiv.e po8ition. Itv-ery dort is, therefote, made to achieve 
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maxfmum ecdIOIIlI fD eapitat coN, aDd .., suitable phasmc 
thereof, before the projects are approved for implementation. 

[JliftVtry 01 Finance (Su,.eau of Public Entet"priles) letteT No. 1-' 
Fl/188/67, da.ted the 15th May. 1961]. 

~ (Serial No. Il) 

The ~ _ oeM ~ cfiMga Oft a fC"e veur locIn of 
lb. 3.5 Cf'O'rQ 1.OOUId 1DOt'k out to RI. 1.30 C'f'(WeS including purch.ase 
com.~ cmd e:rpeftdtftc.re on the puTCwe cell in U.K.. The 
cluWabiUty of .,.,..mg a4'q\I4tf' credit fiJct1itie1 bejOf'e sanctioning 
a Project hal been nrened in para 112. Had this been done, the 
D4~ of IUCh Ma"fl .ert7lce ch4rge. Oft, the a.booe loan coulcf 
have been CIVOided, GI 1DGI agreed to btl the repraentati11' of tM 
Minilt'rr of 1'iMftt'& (Pcngrapfa mt). 

Noted. 

[Jfinlftt'1l of IndU6try '" Supply O.M. No. %lfl/63-HECHE, dated,. 
the 6th. Feb., 1965}. 

RetOllllneaciadoa (Serial No. 62) 

The Com",.u.. (Iff pcrined to note that G7ftaT' weTe atrowed to 
accumu14te in the TnailtLten.ance of accounts of HEL tUl 61-62, Le.. 
fI'" 11"" 4lt.,. U. Htttftg up. FiN year. 1DCII a period long enougJ& 
10r Gftll u~ng to t"eC1"Uit IUitable penON for this work aner 
to mdft them .f Med be. E11idemlll HEL had 'nOt put the right 
type of meft m their CICt'OUftU deparl'ment 01' trained them. properltl~ 
It UJOUIcI alIo .... thcd the accounting machinery had not beew 
m'mgtheud to keep poe. tOith the .".eeI of work at the pro;eet. 
(hragt"llph 183). 

REPLY OF GOVEllNMtltT 

'l1le poIh.toD of MCOUIlts at HEL, Bhopal has since improved 
::onsiderab17. All the arrean have been cleared. Annual General 
'1leetinp .do~ the company's statement of accounts for 1962--83 
waa beld on JO.8.1883 Uld for the year 1963-84 also it was held OD 
3O-9-1jM as provided for in the Indian Company's Act. 

[AliftVtry oj 1,",,,,tTy " Supply O.M. No. 21/1/~HECHK. cras.f. 
tIN 6th Feb., 1965J. . . ' 
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~ti .. (serial Hi. iI) 
The need tOf' efieient aM tOeU o'l'gcmised accounti1&g procedu'I'e 

_Ad 101' employitlg UchmcaUy q-aifiea· sttrf tbOt&l·be·~ngly 
felt u the comP«ny 'M01Je8 /'rom. tAe ~ bf ~ to the. 
stage of production.' The Committee wou.ld imp'l'ess ~n HEL the 
need to empWy technicaUy quati;lied staff aoo to get them t'l'ained 
in imp7'(W6d techniques of accou.~ With tM. cwistance of the 
If&.ftitute of Cost and WO'l'ks Account ACc6Uhtdtits it necessory. 
(Paragraph 164). 

REPLY OF GOVERNMJ:NT 

Noted. 

[Ministry of Industry & Supply O.M. No. 21f1/53-HECHE, dated, 
the 6th Feh., 19651. 

Reeommeodation (Serial No. M) 

The Committee furthn ruggest that in order to avoid the 1'eeur
renee of a afmUar situation elsewhne Government should issue 
suitable instTu.ct:ons to all public undertakings to organise proper 
accounting machinery from the ve<ry beginning. (}>aragraph 165). 

The Committee' Act and the relevant statues require proper 
'1aintenanee of Accounts by the Enterprises and the relevant pro-
visions have also been reiterated by Govenune'nt. 

[Ministry of Finance (Bureau of Public Enterprises) letter No. 198-
FI/ISSf67, dated the 15th May, 1967]. 

Recommendation (Serial No. 65) 

The COfllmittee were informed that SEL proposed to arrange .n 
1963-64 for an f%Omination of the accounting and jlna1lCial p'I'OCe-
dures followed by it. They trust that HEL would take advantage 
of the e.rperienee of the Department of Company Law Administra-
'i~n in thil belu"! and consider the desirability of ClSsoci4ting them 
wtth the propo.ed ucrmination of their financial and accounting' 
procedures. (Paragraph 166). 

REPLY OF GOVERNMEN1' 

The examlnatioil of aecoun.ting and ftnancial pr~edUre has been 
done and the revised procedure has bee'll embodied in the booklet 
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'Manual of Financial Accounts Vol-r. Besides, three rno;; ManuaI8 
containing the 'General Prceedure and Procedure for Cash and Pay' 
have also been issued. The procedure for other sections is under 

.')mpUatioD. The suggestion made by the Committee that HEL 
might assoc:1ate the Department of Company Law Admi'nistration 
has been noted. 

[MiniBt1Y of Industry and Supply O.M. No. 21/1/63-HECHI, dated 
thel8t71 r.bnlervl 1965.] 

Recommendation (Serial No. 67) 

The aclmlftfmrotift ~en.e. of the Bhopal PToject amounted to 
R8. 41 lakh. during 1961-63 for a pToduction of Rs. 177 lakhs. includ
ing worJu-in-progreu. ThiB would work out to 23.1 per cent oJ the 
~()$t of production. The Committee have gathered an impressio1\ 
that there t.r a gmeral tttndencll in the public undertakings to recruit 
Htaff in .zeen of their needs. Besides increasing the cost of pro
auction, the e%tra .ttlfJ not fully worked tends to have a demoTalis
ing effect on other ,tag. Further, once the staff has been recruited 
it becomes difficult to lay them off. It is therefore, essential that 
the recruitment 01 mff iB .trictly related to requirements. The 
Committee ""gg,,' that BEL might have the position ezamined 
with a view to determining its actual requirements and the surplus 
staff mati be utilised for the expansion of the pro;ect. In this con
nection para.'1 228 to 232 may also be seen. (PaTagraph 168-69). 

REPLY OF GoVERNMENT 

The following Retion has been taken to curtail excess staff in 
Bhopal Unit of HEL:-

1. A .tock taking of 'he staff was undertaken and the statis-
tics in this respect have been compiled. 

2. Measures have also been/are being taken to regulate the 
adju~tment of surplus, staff, wherever exists, and to avoid 
fUUng up the posts which are 'not absolutely essential for 
the preaent and with a view to observing the utmost 
economy in future recruitment. 

3. Senior Officers who have specially been trained in the 
lJ K. f'Il Method Study, now carry out job analyses of the 
~ ~ In the Factory and other Departments with 
• view to:-

(l)~ determine which jobs are surplus; and 
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(il) introduce suitable systems and procedures to achieve 
dIldency. 

[Ministry of Indu.stry & Supply O.M. No. 21/l/63-HECHE, dated~ 
the 6th FebfUG'"Yl 1965.] 

Recommendation (Serial No. 68) 

P"'o/ita would be made at Bhopal only tram 1970-71 when the 
·volume of production and ,ale. ezpanded :rufficiently to meet the 
high overhecuJ., including interest Qnd dep7"eciation. The Com
mittee trust that the position would be constantly reviewed to mini
mise these losses to the extent possible. (Paragraphs 171-172). 

RsPLy OF GoVDNI4I:NT 

Noted 

[Ministry of Industry & Supply O.M. No. 21/1/63-HECHE, 
the 6th FebMUlryl 1965.] 

Recommendation (Serial No. 70) 

dated~ 

• 

The foUowing wggutio't8 tvere discmsed in the course of exam
ination btl the Commfttee:-

(1) the dtslrabiilty of establishing a (Cost Reduction Unit' at 
each Project as . part of the construction organisation 
under the exclmive control of the .Chief Engineer to carry 
out work studie..\, continuou.sly analyse factors affecting 
com; recommend BUitable adju.stments from time to time 
in materials, techniques, procedures and organisation. 
evaluate the result of such adjustments and keep a watch 
on the progre" in achieving economies in construction 
colla. 

(2) The derirClbility of setting up special units to assist the 
management in keeping down production costs, raising 
prodtteCimty, settfng norms and checking performances. 

(3) The need for organising a proper cost accounts organisa.
tion. 

(4) The need for a ,ystem of management accounting. and 

(5) The desirability of HEL preparing programm.e-cum
pef'1onn4nce 'budget (U recommended by the Committee 
ttl their '13rd Report (2nd Lok Sabha). The Committee 
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were told th4t a beginning h4d been: made at Bhopal as 
regardJ itemB (3) 4114 (4) above. TZw. trust that all 
tf&ae auggutfom - would be eza'mined by ~EL tOT im-
plementation CII far CII poBlible. (Paragrap1u 175-176). 

REn.'I OF GOVERNMIlNT 

(1) The comFany have pointed out that in Bhopal practically 
all civil c:onstructiCfn works have been contracted for except some 
quarters ill the township. All poslQble economies will be aftected. 
The reoomm~ndatioDS of the CQD)mittee will be bo~De in mind and 
implemented in the new wtits under construction. 

(2) Noted. 

(3) Cost Accouting ~~Uon with a regular Hollerith Sec-
tion is now functioning regularly. 

- (4) The Management accounting is now be$ng systematically 
done and cost accounts department is collecting and submjtti~g all 
figures. 

(5) Noted 
[Minilt1'll Of Induatrll & Su,pptll O.M. No. 21/1/63-PCHE, dated, 

the 6th Februaru, 1965]. 

ReeoauDeodatioD (Serial No. 72) 

The CQ1I1.",U~e 1W~ ~t the appoiaUJient of the Additional Sec
reta1'1i of t~ A.cIm4n~4Ciue M1.niatry on the Board is not in accord
ance w\th. the Go".,.~ deciIion tlt4t "no Secr.etary of a. Minis
''11 / ~t MAll be a member of any BeaTd." 

The arraftgemtmt contemplated in Government's decision not to 
appoint the ~ecretp.r:JI, or. A.~~~l Se91'$_ 01 the '.Mim$try OT 

Department on the Board is not only to relieve the volUMe a.nd pres
.ure 0/ work on. these top officio.1.8 but a1.8o permit of an independ-
ent and objective e.ramiagtioR of. the propol41l of· the Boa.rd in the 
Min..", at the h~t level The Committee tn&st that early aC-4 

don woutd be take" tQ c~e the c~poamo. of tM Board of 
Directors in accordance with the decision of Government in thi.o: re-
gard. (Paragrcapha 1'110-180). 

RaPt. Y OF GoVERNMENT 

Shri O. N. Miera. Joint Secretary, Department of Heavy Engi-
neeriag waa~nted .. a DiRlCtor, Havy Eleewals (India) 
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Limited with ~ectIrom the 10th June, 1963 vice Shri T. SwamiDa-
than, resigned. .-

{Ministry of Industry & SUppl31 O.M. No . .21/1/63-HECHE, dated, 
the -6th .Feb., 1965J. 

Recommendation ,(SerialNo. 74) 

The Board of Directors of HEL' is,llt present; compolled ()f Oy',-
aals only, none of whom has had any pr~s experience of henV'li 
~lectrical industry. Keeping in view the res.POn.sibilities of HEL, 
which has fouT big proj.ects under its control, the Committee feel 
that the members of its Boarel of Directors shOU'ld' bt dtaUP'h. fTO'tril 
Cl wider sphere than at present and that technical experts and men 
experienced in the line .shoUld be appoi1Jlt~ to the Board, care being 
takt!n that no one with a direct interest in the same industry in the 
prioote .sector is apf'fri'rttecl (Paragraph 1"82). 

REPLY 01' GOvr.:RNMENT 

The Board ofDi.rec.turs of Hewy Electrical& (Indla) Ltd., as at 
present constituted, has also the following technical persons as it. 
Directors: 

(i) Shri K. P. S. Nair, Additional. Chairman, Central Water 
and Power Commission. 

(ii) ShriV. P. Appadurai, Chairman, Madras State ElectrIcity 
Board . 

. (iii) , Shri K. M. Chinnappa, Chief Engine'eI', Tata Power Com-
panies, B~y. 

"(iv) Shri S. Swayambu, (on deputation from C.W.P.&C.) 
Chief Engineer, "Heavy Electricals (India) Ltd., Bhopal 

{Ministry of Industry· &- Supply O.M. No. 21/1/53-HECHE, dnted, 
the 6th Feb., 1965]. 

1Iecom..endatiea (Serial No. 75) 

"I:he Committee suggest t1uzt to ensure close coordination and lia.i
~~ with the Central Water" Power Commusion and the Stat, 
~tI Boards, two repr(serttttiees one from the Commission 
Gnd the other 01l behalj of the :SiIlte E'rectricity Boa1"d8, mall be 
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appointed to the BoaTd---a mggestiOn to which tht! repreun1aflva 
of the Mmim-y 1048 fa'OOUrably inclined. (Paragraph 183). 

RuLy OF GovJ:a1no:NT 

Sarvaabri K. P. S. Nair, Additional Chairman, Central Water and· 
Power Commission and V. P. Appaciural, Cbaitman, Madras State 
Eleetr'city Board were appointed as Directors of Healvy Electricals 
(India) LJmtted with effect frOm the 18th March, 1963. 

[Miniat", of lndustry It: Supply O.M. No. 21/1/63-HECHE. d!Jtec:J.. 
the e&h reb., 1185. 

~ (Serial N~. 77) 

The importance of ,electing the right type of peraom jor tM post 
of Chairman of an indtUtTiaI undertaking C4nnot be over-emphasis
ed. rrhe I'UCCell 01 an undertaking depend, to a large extent on th~ 
direction and guidance provided by him. The principle. enumerat
I!d in para 187 of the Report are healthy. rrhe Committee hope that 
they wiU be kept in mew 'While making appoint'me1'ltB of Chairman 
of public undertaking, in future. (Paragraph 188). 

RIlPL y or GOVJ:IUifKENT 

Noted. 

[Mintat", of Industry & Supply O.M. No. 21/1/63-HECHE, Mted,. 
the 6th Feb .. 1965]. 

IteeommeDd.tton (Serial No. '71) 

The po.t Of 'l'tchnica.1 Director in HEL is lying unfilled since ~ 
1/('ar when the laBt incumbent (Shri M. Hayath) left to jcin the 
:gCAFE. The need 1M appointing a Tecllnical Director possessing 
the necessary technical knowledge and experience in the line 80 u-
to be abf.e to advise the Board of HEL on complex matt.eTR ~cminQ 
tiO b~e it needs no special emphaaia. Tke Committee feel thdt 
,here is no dearth of quali:f£ed men in the country to fill this post 
.ether, Th~ rerommend that early action may be taken to nppoint 
• Teehnical m,-ector on the Boani of HEL. If neceuary the t~ 
01 .... appointment might be so tromed triat it attract! a reall" ca~ 
able mem. (Paragraph 189). 
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REPLY UF GOVERNMENT 

Shri S. Swyambu, a Deputy Chief Engineer, Central Water and 
Power Commission. was appointed as Director (Technical) of the 
Heavy Electri.cals (India) Ltd., with effect from the 11th Decembel' , 
1963. 

[Ministry of Industry & Supply O.M. No. 21f1/63-HECHE, d'lted~ 
the 6th Feb., 1965]. 

BeeommendatiOD (Serial No. 79) 

In the Committee's view the right choice of a General Manager 
Jar a Project is as important at that CYj a Chairman Of an undertak
ing. They would suggest that Government should select a man for 
this post who fUlfils the qualifications laid down in the ·Third Five 
Year Plan and reproduced in para 192 oj the Report. (Paragraph 
193) 

REPI.Y OF GO\IDU{MENT 

Noted. 

[Ministry of Industry and Supply O. M. No. 21/1/68-HECHE, dated 
the 6th Feb., 1965]. 

Recommendation (Serial No. 81) 

The Committee are not convinced by the reasons ad1,anced by 
HEL not being able to get a suitable man for the post of W(irlc~ 

Manager, particularly when other undertakings, like Hindustan 
Steel, have been able to get technical persons from the primIte sec
tOT. They also do not think that the scales of pay t01' !."1lch It key 
post should present any insuperable difficulty. rI'he Cnmmittee 
hope that necessary action would be taken to secure tlle serv!ce,~ of 
a suitable man for this post. (Paragraph 200). 

REPLY OF GOVERNMENT 

HEL have stated that an advertisement had been issued for th~ 
post of works manager without specifying salary. but none of the 
applicants· waa found suitable by the selection Board. Experience' 
needed by a works manager for the Bhopal Plant has to be different 
from that needed in a steel works or machine tool fact..JJ"Y. Amon~ 
the younger men now working as shop superintend ants, one is ex-
pected to occupy this post in due course as experience is Rained. In· 
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ways having such background were considered aDd the }JOSt filled. 

.(Minutry ()j Industry & Supply O.M. No. 21jl/63-HECHE,Mted, 
the 6th Feb., 1965]. 

BeccJmnwutation (Serial No. 82) 

In view of C.e diff'culty of getting a technically qualified PeTson 
the Commil: ce tJo'lld recommend th4t HEL should t4ke timely ac
tion to train the Works Mcmagers ,0'1' its other projects. (Para-
.graph 201). 

Rut. Y OF GOVERNMENT 

Noted. 

IMinistTl/ Of lndwtry " Supply O.M. No. 21jl/63-HECHE. dtrted 
the 6th Feb .. 1965]. 

........ d.tioD (Serial No. 83) 

(i) The Articlel 01 AlSoci4tion. 01 HEL did not originally pro~ 
vtcIe fen' the appointment of a Financi4Z Adviser. These 
"'.... lUbHquently amfJ'RCled to protnde for it. A Fin~ 
ancicl Adtnm' 1DCU appointed 'for the fi.1'Bt time in 1959, i.e. 
about three years after the setting up of the company. The 
Com-m.itt. CITe not 4tD4re of the con.aideratiom which led 
to thY cIeeiaicm but they find that the accounts of the 
Bhopal Project MtJe ell a ruult 141len into hea1'Y cm'e4rs. 
The 'accounting stcmdanir' and the 'm.aimenance of books 
of caceounk' calao came up for criticilm by Audit. Had an 
upcrieftced man been poBted from. the uny 'beginning, 
,)aU ~ co.lc:l probcab1V MtJe been avoided. 

(ii) The Committee hope that to avoid similar situations 
HEL would take timely action to appoint Jor the other 
projedl. FinGnctal Advisers partic\t.14rly those who have 
ezpenence of working in industrial ,,,,dertakings. (Para
graph.! 202~203) . 

.... y 01' GoVlUlOllfT 

(1) Noted. 

(11), I'lnanelal Adv1aers and Chief Ac:counts 9fticers have been 
appolDted in the SeaVJ Dec1rica1 Equipment Plant, Hardwar, tlle 
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Heavy Power F.quipment Plant, Hyderabad and the High Pressure 
Boiler Plant, Tirucbirapalli. 

{Ministry of Industry a.M. No. 26-1/65-HECHE, dated, the 27th 
July, 1966] 

Reeommendation (Serial No. 85, para 2O.S} 

Due to arrear. in the main.tenance of accounts at Bhopal, it was 
decided to post a sepcrrate Chief Accounts Offi.cer to pun up the ar· 
rears. Since the position of maintenance of accounts had imp1'oved, 
it was p7'oposed to combine the functions of the Financi(J.t Adviser 
4nd the Chief Accounts Officer again. The Committee "ope that 
this would be done early. (Paragraph 205). 

/ 
REPLy OF GOVERNMENT 

The functions of FA & CAO were combined with effect from 25th 
Sept., 1962 and ainee then, there is one combined post of FA It CAO. 

IMinistry of IndustT1-1 &. Supply O.M. No. 2I/Ilia-HERE, d4te! 
the 8th Feb., 1965]. 

Recommendation (Serial No. 87,) 

The Committee trust that the Commercial Department which 
has a very important contribution to make towards the "uccessful 
working of HEL, would prove equal to the task. (Paragraph 207). 

RBPLy OF GoVllllNMENT 

Agreed. Action b.- already been taken to strengthen this De· 
partment as recommended <by the Technical Consultants also in one 
o! their recent Progrell8 Reports. 

{Ministry of Industry & Supply a.M. No. 21/1/63-HECHE, dated 
the 6th Feb., 1965]. 

Recommendation (Serial No. 88) 

The Committee have a feeling that the1'e is a general tendency on 
t he part of public unciert4kings as well as other Government orga
nisations to have their otJicers at Delhi. The reasons advanced for 
setting up the administrative office of HEL at. Delhi are CO'TJ1.m.on and 
apply equally to aU underlakin.gs, particularly those which are ad
ministering more than one project. The Committee are ~t cQ1t-
'Vinced of the nud for the ~inistrative office oj BEL to he ZOcated 
4t Delhi when other indU6trial undertaking, like Heavy ElIgine, i '7 
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Corpot'llticm, NlltiOMl COllI Developmeftt Corporation, Hindwtan 
Machine ToolI, etc. having more thAn one pro;ect, are not experi
encing any difficulties without su.ch offices at this place. It is also 
B'U1'pf'iIiftg fhc&t \Ohile the He4d OtJice of Heavy ElectricaZs is at Bho
pal, the Chairman', oflice called the administrative office has been 
Bet up here. Thil if II MW 'n'ROVlltion. The Committee feel that 
the IocGttcm 01 the Admifliltrative Office of HEL at a pl4ce diffef'ent 
from it. head office is not necessary. Such as aTTangement, if a1-
lowpelto ccmUnue 'a the CGle of HEL, \Oill have ita ,.eperC'UBBiom on 
other ,subtic undertakings also and it may then be ditfil.'Ult to .,.esi.~t 
a IimU4t' dMn41'&c:I bll them. The Committee, there/ore, ,.ecommen(t 
that the ~tive OfJice 0/ HEL in New Delhi may be tTanl-
fen-eel to Bhopal, \Ohich if where it ought to be. (Paragraph 210). 

RaoLy 01' GoVERNMElft' 

HEL con troll .. unfts located at Hardwar, Bhopal, Hyderabad and 
Tiruchirapalll. The Chairman visits these Units almost on~e a 
month u eon.lderable development is in progress at each point. 
Hardwar can be reached by raU overnight and by road in 4 hours. 
Bhopal is reached by raU alone overnight. Hyderabad & Tiruchira-
palll can be reaebed by air. 

If the Headquarter were at Bhopal there will be considerable 
wute of time in rail journeys, together with uncertai'nty of findinJl' 
accommodation from an intermediate point will render the task 
extremely dU'Bcult and inconve'nient. 

From the point of view of work, HEL are closely linked with 
the Central Water & Power Commission, New Delhi, whose techni-
C!a} advice on planning of production is frequently needed. HEL. 
have three technical consultants to deal (British, Russians and 
rt.echs.) and it is found that Delhi is more convenient for this purr 
pose than Bhopal. From all these points of view Chairman's Oftke> 
haa been retained at Delhi till March, 65 when the matter will bt" 
reviewed. 

[Miniat'1l 01 InclUlt", & Supply O.M. No. 21/1/63-HECHE, dated 
th# 6th February. 1965.] 

FuR". DQ'OllMATlON CALLJ:D FOR BY THE CoMMrrrlZ 

Whether the Oftlce of. the Chairman of H.E.L. has been transfer-
red from Delhi to Bhopal and if 10, when? 

[L.S.S. O.M. No. 14.-6 u/64, dated. the 18th New., 1965] 
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FuRTHER REPLY OF GOVERNMENT 

The office of the Chairman of Heavy Electricals (India) Ltd., 
was shifted to Bhopal with effect from the 17th November, 1964. 

Recommendation (Serial No. 90) 

The presence of a majority of the Directors of HEL at Delhi may 
1,e the reason for holding the ordinary meetings o'f the Board there. 
The Committee consider it desirable that these meetings should also 
1)e held at the registered office of the Company as far as possible. 
In this connection. attention is invited to para 155 of their 32nd 
Report (Third Lok Sabha) on N.C.D.C. (Paragraph 213). 

REPLY OF GOVERNMENT 

As stated earlier, HEL have four units located in different places 
mcluding Bhopal, where the company Is registered. It is found 
convenient to hold meetings at Delhi but some are also held at 
Bhopal. 

r Ministry of Industry" Supply O.M. No. 21/1/63-HECHE dated, 
the 6th Feb., 1965]. 

FURTHER INFORMATION CALLED FOR BY THE COMMITTEE 

Whether the question of holding the meeting of the Board of 
Directors at Delhi instead of. at the Registered Office of the Com-
pany, has been re-examined consequent upon the setting up of 
Bharat Heavy Electricals Ltd. If so, the decision taken in this 
regard? 

[L.S. O.M. No. 14-6 u/64, dated the 18th Nov., 1965]. 

FURTHER REPLY OF GoVERNMENT 

Though there is no provision in Companies' Act 1956 retricting 
t he holding of the meetings of the Board of Directors of a Company 
at the registered office only, every effort is made to hold the Board's 
meeting at Bhopal which is the location of the registered office ot 
the Company A number of Directors of the Company are, however, 
'it stations like Delhi, Bombay and Lucknow and their convenience 
has to be kept in view while fixing the venue of the Beards' meet-
ings. 

[Ministry of Industry O.M. No. 26-1/65-HECHE, dated 23rd April, 
1966] 
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ReeOlDlllelldatiOD (Serial No. 13) 

The Committee hope that etJef'y efort wilt be m:ad~ to aboliBh 
the Purchae Cell of IlEL in U.K. as early as possible. (Paragraph. 
220). 

Ri:PLy OF GOVERNMDiT 

Noted. 

{Mini,try of Indu,try and Supply O. M. No. 21/1/63-HECHE, dated 
the 6th Febnul'lll 1965.] 

P'uTHat INFORMATION CALLED FOR BY THE CoMMlTl'ZE 

Whether the HEL has still got a purchase cell in U.K. and if so,. 
[he reasons therefor? 

[L.S.S. O.M. No. 14-6u/64, dated the 18th Nov., 1965.] 

FuRTHER REPLY OF GOVERNi.t&NT 

In consultation with the Ministry of Supply: and Technical 
;)evelopment, the Londo'll Oftlce of Heavy Electricals (India) Ltd., 
",as continued upto the end of February, 1966. This decision was 
1aken in view ot the inability of the India Suppiy Mission in the-
'tJ.K. to take over the work handled by the cell. 

The position after the 1st March, 1966 is under review. 

[Ministry of 1ndustry and Supply O. M. No. 26-1 ISS-HECHE, dated 
23rd April, 1966.) 

Recommendation (Serial No. tt) 

The Committee feel that the setting up of a TeGhnical Planning 
Cen in th~ Ministry of Steel and Heavy Industries would be very 
Itse,ful (t~ it ('an alsn continuou.sly J..·eep a'breast of the developments 
in the t'nMQUB indltstries abroad. It can atc;o evaluate the perfl')T
manct' of the projects referred to in para 224. The Committee tn4st 
1~hot the proposed CeH would be organised at an early date. (PaTR
!1Taph 223). 

REPLY OF GOVERNMENT 

A nucleus Pla'lUling and Projects Cell baa been set up in the-
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1)epartrnent of Heavy Engineering. In addition, three technical 
I tfBcers have also been appointed for planning and implementation 
of the projects of this Department. 

[Min.istry of Industry and Supply O. M. No. 21/1/63-HECHE"date!i 
the 6th Febnuny. 1965.] 

Recommendation (Serial No. 95) 

In para 143 of their 38th Report (Second Lok Sabha) on Shi.p
ping C01'pOrations, the Committee had recommended the setting 
Hp of a separate organisation, analogous to the Committee on Plan 
Projects, to et1CIluate the working of industrial aM commercial 
undertakings periodically. In their reply furnished in June, 1960-
Government accepted this recommendation and stated that i.nstruc
tions had been: issued regarding the setting up of inspection teamS' 
by the administrative Ministries in. consultation with the Ministry 
of Finallce far ma~ng a periodical inspection of these undertakings. 
The Committee regret to observe that although Government issued' 
instructi.ons in the 'matter 2! years ago, no action has been taken 
by th.e Ministry of Steel and Heavy Industry to arrange for the eva
llUltion of any undertakings under its control. They expect tnl'lt 
OftCe the Committee has made a recommendation and Government 
llave accepted the same, it would be implemented. The Committee
trust th.tlt the Ministry would lose no time in implementing the 
recom.mE:'ndation already accepted by Government. (Paragraph 
224). 

R~LY OF GOVERNMENT 

A Bureau of Public Enterprises for this purpose has since been . 
let up. 

[Ministry of In.dwtry lind Supply O. M. No. 21fl/63-HECHE, dated 
the 6th February, 1965.] 

Recommendation (Serial No. 97) 

The Project report envisaged that at the time of final build-up 
for the ultim4te output, the ratio between administrative and fac-
10ry staff would be 1: 12. The present administrative staff (584 @ 
~O per cent. of 1461) and factory staff (3406) gives a ratio of 1:6 
~ 'his is C'n the high side and was in tact admitted as being htgh h!/ 
t hp. representative of HEL during evidence. (Paragraph 230). 

RlPLy OF GOVERNMENT 

Noted. 
[MiflUtry of Industry and Supply O.M. No. 21/1/63-HECHE. dated 

the 6th Febn&4ry, 1965.] 
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Recommendation (Serial No. 98) 

The Committee are in agreement with the views of the Consul
tants that the Project is ove-r-3f;affed fOT its present level of output. 
They recommend that a thoTough review of the mff strength at 
Bhopal may be carried out immediately with a 1new to its reduc
tion. (Paragraph 232). 

REPLY OF GoVERNMENT 

This is being done. 
{Ministry of Industry and Supply O. M. No. 21/1/63-HECHE, dated 

the 6th February, 1965.] 

Reeommendation (Serial No. t9) 

The Committee suggest that the annual reports of HEL should 
include a breaktl.p oj the staff employed category-wiise separately' 
.on (0) construction, (b) operation of the factory, e&c. (Paragraph 
m). I 

REPLY 0 .. GOVEllNMENT 

Note'.!. 

{Miniltry of Industry and Supply O. M. No. 21/1/63-HECHE, dated 
the 6th February. 1965.] 

ReeommendatiOD (Serial No. 100) 

The Com'mittee conaideT that the non-indUltrial ,taff at Bhopal 
is on the high side. They recommend that their numbe-r should be 
#l1'OtLght down. (Paragraph 235). 

REPLY OF GOVERNMENT 

This is being done. Attention is i'nvited to the reply to recom-
mendation No. 67. 

{Ministry of Industry & Supply a.M. No. 21/1/63-HECHE, dated, 
the 8th Feb., 1965]. 

RecommeodIItion (Serial No. IOZ) 

The Committee find that 54 officers oj HEL helve held two OT 

1nO'1'e promotioN within a period of five years. They alIo find the 
pres .. t poy of ctttain otficera employed at Bhopal ia double the p;1t1 
that they 1DerC gettift.g before theiT 4ppointfRftt ift BEL. 
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While the Committee TecogniM that merit 'has to 'be f'CUlanled, 
they regret to note that rapid promotions are becoming c~mon. in 
lome of the public undertakings and HEL is no exception. PTomo-
tions should be made on well-defined principles and shoUld bToadly 
correspond to those followed in 'other undertakings and Government 
service. For higher posts it is not the basic qualifications 'that 
matter but the requisite experience to hold that post. Experience 
is lome thing whlich is gained by service in a partieular ;ob OUP.?" 
a period of time and 'before such experience 1.9' gai~ it tbOUld' serve 
little purpose to lift a man to a position: of higher responsibilities. 
The Committee have also dealt with this subject in paras 202-204c 
of their 32nd Report (Third Lok Sabka) on National Coal Develop
ment Corporation and have recommended that the matter may be 
exa'mined by Government in a comprehensive manner with a view 
to bringing about some rationale and uniformity in the present mnde 
of promotionr in the various undertakings. (Paragraphs 238-240). 

REPLY OF GoVERNMENT 

Noted. 

[Ministry of Indmtry and Supply O.M. No. 21/1/63~HECHE, dated 
the 6th February, 1965.] 

FUTHER lNl"ORMATION CALLED FOR BY THE COMMITl'EE 

In reply to paras 202-204 of the 32nd Report E.C. on N.C.D.C. 
the Committee had been informed that a comprehensive study was 
being undertake'll With a view to evolving a rational procedure for 
promotions. Has the study been completed and have instructions 
been issued to all Public Undertakings? 

[L.S.s. O.M. No. 14-Pu/64, dated the 18th November, 1965] 

FuRTHER REPLY OF GoVERNMENT 

Model rules were formulated and copies thereof were laid on the 
Table of Lok Sabba on the 26th February, 1964. 

Kec:ommendation (Serial No. 106) 

Out of about 8,000 persons employed at Bhopal, the number of 
~tfltJ belonging to scheduled castes and scheduled tribes was 495 and 
1000 respectively on 31st March, 1962. The Committee suggest that 
the management of Hea~ Etectricals s1tould seek tke assistance of 
various organisatwns engaged in the uplift of scheduled caste/tribes 

I074(Aii)-LS-4· 
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in. the country ell well· ell the Cam.miBiBoner tM Scheduled Cata 
for recruittng PeT.onB .belonging to that category. (Paragraph 247). 

Rl:PLy OF GOVERNMENT 

N(,~ 

[Ministry of Industry and Supply O.M. No. 16-Puj64. dated 
the 18th N~. 1965.] 

Beeommeadation (Serial No. 107) 

The Committee note that the labou1' relations at Bhopal have 
been none too .atisfactory. Not long after the factory ll'ent into 
production, there were two .trikes, one in May 1961 and another 
110m 12th FebnUlry, 1962 which laIted tM about a month and result. 
ed in a 10 •• of It months work and psychological tension which in 
turn affected the output. It is necessary fOT the efficient and econo-
mic working of 4n. Undertaking that the1'e .hould be complete 
understanding and co-opeTation between its labou1' and management. 
This is all the mewe eBBtmtial during the pTe.ent emergency. The 
Committe. were glad to be in.formed during evidence that the posi-
tion had tm.proved during the last two months. The Committf'e 
hop. that the improwment will be kept up and the differences such a. the1'e tn411 be 'bet1.oetm the ma.n.agement and labour will ~oon diB-
a])peen" COt'I'IpIetely to make room for 4 friendly and co-operative 
endeavour in. the best int81'eBt of the COUnt1'l/. (Paragraphs 248-
249). 

RBPLy OF GOVI8NMENT 

Noted. 

[MinistTy of Induswy and Supply O.M. No. 21f1/63-HECHE, dated 
the 6th Febt'ua1'1/, 1965.] 

~mmendation (Serial No. 114) 

The Committee 1.081" informed tMt HEL proposed to set up a 
found", forge plant of its 010n. 1M the manufacture of heavy C4St-
ing. and fMga f'equit'ed tM the thf'ee hea1>!l electrical plants. The 
Committee a1'e unable to appreciate why the HEL thought oj set-
ting up its own foundry fOTge plant at all when there was alread1l 
Gn O1'ganisation in the public sector for thu purpose. If a1l.Y additional 
prociuctioft m thia field hal to be organiud, it should obviously be 
done by the Beavy Engineering C01'pOf'Gtion which is alTeady in 
the Une and pogsesses the necessary technical 'know-how'. In this 
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~cnnection. the Committee 'Would invite a reference to the recom
mendation made in their 80th Report (Second Lok Sabha) that the 
existing organisation should be utilised to take up new activities in 
the line instead of entrusting it to new bodies. They recommend 
that if any additional foundry forge plant is necessary, it should be 
Bet up by Heavy Engineering Carporation and not 'by the Heavy Elec. 
tricqls. (Paragrapha 263-264). 

REPLY OF GOVERNMENT 

Government have so tar decided to set up a foundry forgp. plant 
for the exclusive needs of casting and forgings in the Heavy Elec-
trical Plants. A project report has been prepared by Heavy Elec-
tricals Ltd. It has, however, not beeI.1 decided which agency will 
be entrusted with the responsibility for setting up a'nd executing 
the project. 

{Ministry of Industry and Supply O.M. No. 21/1/63-HECHE, date4 
the 6th February, 1965.] 

FuTHER INFORMATION CALLED FOR BY THE COMMITl'EE 

'The decision taken regarding the agency which would be res-
ponsible for setting up and executing the Foundry Forge PIa'nt may 
!be intimated. 

[L.S.S. O.M. No. 14-6u/64, dated the 18th Nov., 1965.] 

FOR'IHEit REPLY OF GoVERNMENT 

It has been decided that Bharat Heavy Electricals Ltd., sho'lld 
'he responsible for setting up and executing the Foundry Forge 
l'lant at Hardwar. 

Beeommelldatien (Serial No. 115) 

The Committee consider that the assistance of foreign collabora
tors should be sought only for planning and designing the main 
sections of the projects for which 'know-how' is not aooilable in the 
country. For the rest the consultants may be asked to .indicate 
their requirements on the basis of which the planning, designing 
and construction of auxiLiary shops etc. could be undertaken by 
Indians. Besides, effecting considerable economy, this would reduce 
the dependence on foreign collaborators and instil the necessary 
confidence in our men. The Committee hope that Government 
.would issue suitable instructions in this matter fC'1' compliance by 
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.U undertakings in the public ,edor. In thiI COfZ.neetion, 4 refer
ftC. it also invited to pcl1'U 7.6-78 oj, ~1" 32nd. Reporl (3t-d Lo1c 
Sabh4) on N.C.D.C. (Para.gra:ph 266). 

REPLy 01' Govr.1I.NMEN't 

'nle 'general principles underlying tJre recommendation will be-
followed to the extent feasible. The MiniStries/Departments have 
belen requested to issue necessary instructions to the Public Enter-
prises with which they are ccm.cerned (vide OM. No. F.3(5)-PC/63,.. 
dated the 22nd October, 1963, at Appendix-ill. The policy is to 
avail of consultancy services from abroad tmJ.y when unavoidable,.. 
and when the same cannot be secured from indigenous sources. 

(MiniBt1't/ CTj Fina.nce (Bureau of Public Ente7"pr.UBs) letter No. 198-
FIrlSS /67, da.ted the 15th Ma.y, 198V}. 

ReeommeIutatioa (Serial No. 11.) 

rrhe Committee were told that HEL fD48 OIi'g(lnising its own 
derign b-urea.u and in future the . appointment of consultants for 
heavy electrical industry may not be neceua1't/. fJ'hey hope that the
JWOpOBed design organisation would be set up at 4n early dClte_ 

RlIlPLy 01' GOVZRNMEHT 

Noted. 

[Ministry of Industry and Supply O. M. No. 21fl/63-HECHE, datelf 
the 6th Feb., 1965.] 

It is not desirable for HEL to reserve a large quantum of power,. 
not immediately required by it and' prevent the quantity excess of 
its own needa from being diverted to other needy consumers in the 
4lrea.. .]'he Committee suggest that HEL should prepare a fin7li 
tchedule of its d.em4nd from time to time. (Paragra.ph 2'75). 

Rl:PLy OF GoVERNMENT 

Noted. 

[Minimy of Industry and Supply O. M. No. 21/1/63-HECHE, da.tecJ 
the 8th Febn&c&rtl, 1_]; 
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RecommencIation (Serial No.lZO) 

The Committee suggest that to a.void am.y dispute later 00, the 
'Tates C1/ power a.nd wateT supply should be firmly settled at the 
time of deciding the location of a Pro;ect in a State. (Paragraph 
:276) . 

REPLY OF GOVERNMENT 

Noted. 

'[Ministry of IndtLStry and Supply O. M. No. 21f1/63-HECHE, dated 
the 6th Feb., 1965.] 

Recommendation (Serial No. 122) 

The Committee note that a Middle School a.t Bhopal cost Rs. 1:08 
1.akhs, Secondary School Rs. 5: 00 lakhs, Prim.ary~um-K.G. School 
Rs. 0'.75 Zakhs and the Community Centre, Assembly Hall an<l 
Auditorium RB. 9'15 lakhs. The above buildings are on a very 
·lavish scale. Such a heavy expenditure is hardly justified. There 
-is, therefore, need for practising uhnost austerity in such matters. 
·The Committee trust that this aspect would be borne in mind while 
.sanctioning the con.stru.ction of townships at the new p"'oject8~ 

,<Paragraph 281). 

REPLy OF GOVERNMENT 

Noted. 

'[Ministry of Industry and Supply O. M. No. 21/1/63 .. HroHE, datecl 
the 6th Feb., 1965.] 

Recom.meIldation (Serial No. 123) 

The Committee would like to make the following other 8Ugges
tions:-

(1): The layout C1/ the township should be compact 80 as to 
avoid extra. expenditu:re on 7'04ds, electric wires, water 
mains, sewage, etc., 

.(2) The desirdbility of changing the de8ignsand trpecifica
tions of -reridentJial buildings particulady those for the/I 
use of higher officers, may be examined with a view to 
reducing their cost; and 

«3) The coutru.cti.on of town.Bhip should be aceordingto iii 
phased p"'ogramme which should bear some proportion. 
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to actU41 l"equirementl. In the initial .t4ge. the construc
tion oj the jacrory should be given higher priority. The 
houaing designs may be simpler and cheaper, 80 a.s to 
bring down the ratio of cost on township to a reasonable
level. (Paragraph 282). 

(i) Noted. 
(li) Noted. 

(Ui) Noted. 

REPLy OF GOVERNMENT 

[Ministry oj Industry and Supply O. M. No. 21/1/63-HECHE, datetl 
the 6th Feb., 1965.] 

Recommendation (Serial No. lU) 

The maintenance charges of the Bhopal toumahip (viz. Rs. 7'77 
Zakhl) are high and fteed to be brought down. (Paragraph 283). 

RaoLy or Gov'BIIloo:NxT 

[Mi1Liat1'y of Industry and Supply O.M. No. 2111163-HECHE, datecf 
the 6th Feb., 1965.] 

Fon .... JlO'CWM''fIOR' CALLED FOR BY THE COMMl'n'EE 

The atepe taken to bring down the maintenance charges of the-
township and the actual expenditure on this account during 1964-65-
may be lntimated. 

[L.S.S. O.M. No. 14-Pu/64, dated, the 18th Nov., 1965] 

F'uaTHI:a REPLY OF GoVERNMENT 
1. Dorta have bee'n made to bring down the Cost incurred ODi 

maintenance of townahip by-

1. (a) reducing or restricting the number of maintenance staff 
to the extent possible, ami 

1 (b) arranging white washing and outside colouring of the-
bundingl every alternate year inStead of every year. 
Saving on thla account alone is of the order of Rs. 1.5 
lUhJ every year. 

2. The expeDcI.lture on maintenance of the township during the-
year IDM-8S was Its. 22:11 lakhs against Rs. 7'7 lakhs for 1961-62-
The reaaoDI' for IDcreue are 88 follows:-
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2.1 The township is expanding year by year. Against about 
5000 quarters under occupation towards the end of 1961-62, 
the number went upto 8700 in March, 1965. 

2.2 The houses become older year by year requiring more 
maintenance, which in turn resulted in more expenditure. 

2.3 During the last few years there has beEm an increase in 
the wage structure of the workers and in the year 1964-65. 
arrear on account of revision in Dearness Allowance 
and pay scales had to be paid. The amount paid to main-
tenance staft during this year comes to Rs. 11.02 lakhs. 

2.4 The cost of material required for maintenance of the 
houses has considerably gone during the iast three years. 

Reeommendation (Serial No. 125) 
The Committee were surprised that the undertaking had not 

taken advantage of the financial assistance and subsidy available to 
industrial employers under the subsidised industrial housing scheme. 
They hope that it would now utilise the assistance available und* 
this scheme. (Paragraph 284). 

REPLY or GoVERNMENT 
Noted 
[Minist1'y of Industry and Supply O.M. No. 2111163-HECHE, dated the 

6th Feb.~ 1965] _ ...... 
Recommendation (Serial No. 127) 

The Committee would also like to refer to the recommendation 
contained in their 84th Report (Second Lok Sabha) that the house. 
ror different co.tegories of employees should be interspersed in the 
Bame 'block/area so as to eliminate class-consciounes8 disguised or 
otherwise. Sharing of common amenities like schools, play-grOUnd8, 
recreation centres, dispensaries, canteens, shopping centres would 
tend to C1'eate a feeling of belonging to a common family among em-
ployee. of different co.tegoriu serving the Company. They trust 
that HEL would implement this recommendation in its projects a8 
far as possible. (Paragraph 286). 

REPLY OF GoVERNMENT 
Noted 
[Ministry of Industry O.M. No. 26-1/65-HECHE, dated the 27th 

July. 1966]. 

Recommendation (Serial No. 128) 

(i) As 'regards long-term research, the Chairman of HEL stated 
that they proposed to take it up after the industry had developed to 
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some --. The C~ truBt that thia mlJtter would receive 
the att __ of a..,., mum end BEL at the aPJ'iopri4te time. 

(ii) They IUggm that, in the meantime, HEL might sponsor 
"fe.ecreh on pP'ObWms of imedi4te importance to it in tiny of the 
NAtional Laboratories or Engineering Colleges by meeting a part 
'}f the ~rc from it. fun4s, if MC6B84Tt1.(~grapb 287). 

REPLy OF GoVllUOONT 
(i) \. 
(ii) f Noted. 
[JllinVtft/ of Indumy and Supply O.M. No. 21/1/63-lfEClIE, dated the 

Ith Feb., 198$] 

ReeommendatjOIl (Serial No. 129) 

The Commi#u COMider it nece"m'tI that in 1>1'deT to avoid the 
defect. in Plaft.ning and ezecutio7l of the Pro;ecta,organisation and 
conltruction., "~dion 01 perBOtmd for the top posts, particularly 
the Chairman, Man.agl.ng Director, FiMneicrt Adtriser and Works 
Manager should 4B 1ar CII poaaib1e, be mad4t from ttmOng the existing 
successful undertaking. 80 that they could bring to bear their u
peTience and knowledge in the field. This in the Committee's view 
would help avoic:ling the pitfalls and overcoming ,the difficulties that 
genercz.11y occur in the early stagu. They tTUBt that this matter 
would receive earnest attention. of the Government. (Paragraph 
290). .i ., ,J.\.jlt'I~,r'·~f:~'i"I:-:rlr.1 -. 

RRJ.yorG~ 

This recommendation will always be ~pt in view while select-
ing perSODl for the posta of Chief Executive, Financial, Adviser, 
etc. 

[Miniltry oj Industry and SupplyO.M. No. 21fl/63-HECHE. dated the 
8th Feb., 1985] 



RECOMMENDATIONS WHICH THE COMMITrEE DO NOT 
DESIRE TOPURS'UE IN VTEW OF GOVERN'l.\lfENT'S REPLY 

Reeommeadation (Serial No.5) 

, The total financial obligation of HEL under the agreement with 
AEI and subsidiary agreements would amount to Rs. 4' 66 crores 
or about 12 per cent of the capital investment of Rs. 40' 30 crores. 
It is, however, seen that the total fee payable to AEI was not clearly 
brought out in the note submitted tIo the Cdbinet and only the fees, 
on a percentage basis, were mentioned therein. Evidently, the total 
commitments on this account were not known to the Export Com
mittee nor was this placed before the Committee of the Cabinet. The 
Committee aTe not happy tha.t the approval of the Cabinet should 
have bee1\ obtained tOT the appointment of consultants on such 
meagre data furnished to them. In a matter like this there should 
be specific imtructions to avoid such situations in future. It is hope"d 
that it will receive due attention. (paragraphs 21-23). 

REPLy OF GOVBRNMENT 

By the very nature of things the information available about the 
detailed terms and conditions of the consultant, while seeking ap-
proval to engaging his services, would vary from case to case. How-
ever, the extant iDstructions require that a.s complete a picture of 
financial implicatiO'n as possible is indicated in the Note for Cabinet, 
also mentioDingthe extent of uncertainty involved in the figures 
given. 

{Ministry of Finance (Bureau of Public Enterprises) letter No. 198-
FI/1SS/6'1, dated the 15th May, 1967]. 

Becommendation (Serial No. 10) 

The Committee would Tecommend that Government should lay 
down bToad principles fOT determining the reasonableness of fees 
demanUd, 'by the Conaultant.. The fees should bear a certain ratio 
to the total estimated cost uf a pro;ect. In this connection, reference 
is invited to the Manual of the A'sociation of Consulting Engineers, 
V.x., which indicates a sliding scale of fees. (Paragraph 37). 

61 
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lb:PLy or GovJ:a:nIDnno 

A. the nature of consultancy problems differs from project to 
project, and in any case since the fees payable would very much 
depe'lld on what iI acceptable to the CoDSUltants who are interested 
in 8 particular job, it is diJlicult to lay down a uniform rate of fees 
for t"e CODBUltaDts. Fixation of fees as a percentage of total project 
cost mtaht also result in unintended benefit for the Co'nSUltants on 
account of the inerease in cost of work due to extraneous reasons 
like contractora' delays etc. 

[Ministry of Finance (Bureau of Public Enterprises) letter No. 198-
Fl/1SS /67, d4ted the 15th May, 1967]. 

Reeommeftdation (Serial No. 20) 

The Committee mggelt that instead of prouiding 'OOriOU.B facilitiu 
to the foreign specialists tree of charge, the de.ri'Tability oj paying 
them a flzed Mlary. keeping in vieto the leuel of salary in their own 
country, may be examined. In that case the speci41UtBcould be asked 
to pcIy for all the facilitiea 10 that there was no h.idcIen element in the 
terma of their appointment and the pwblic at large would be aware 
of what was being paid to them.. (paragraph 61). 

REFLy or GoVl:llNMENT 

The suggestion would be kept in view while negotiating colla.-
boration agreements in future. But it should be recognised that 
the fixed amounts would hardly be acceptable to the prospective 
collaborators because of the varying conditions of living at the 
projects lites. In such cases, it is difticult for them to assess the 
likely cost of perquisites. Having regard to all factors, the various ,. 
facilities provided to the foreign specialists are not entirely un-
reasonable. 

[Ministry of Finance (Bureau of Public Enterprises) letter No. 198-
Fl/1SS /67, dclted the 15th May, 1967]. 

Recommendation (Serial ltIlo. 21) 

The Committee TecommMd that Got1ernm~t should lay dotDtl 
broad principia gouerning ,he tef'm.s and conditions ot foreign, 
speci4liatl for adoption by all pubUc undertakings. (P~graph 62) 

REPLy OF GovI:Rno:NT 

The nature of work for which the services of foreign specialista 
become necas Ery varies widely from project to project, depending 



upon the type of industry, the scope of collaboration etc. More-
over, the specialists are drawn from various countries, who have-
their different procedures for collaboration arrangements. Having 
reg-dl'd to all relevant factors, it is difficult to lay down unifOI'lll!' 
principles governing the tenns and conditions. ( 

[Ministry of Finance, (Bureau of Public Enterprises) fetter No. 198~ 
FI/ISSj67, dated, the 15th May, 1967]. 

Recommendation (Serial No. 32) 

The Committee would urge that the recommendations contained 
in the Third Five Plan, particularly those contained in Chapter 
XVI and XVII. which are required to be implemented by the public 
sector undertakings should be specifically brought to their notice bY" 
Government. (Paragraph 90). 

REPLY OF GOVERNMENT 

These have been noted and are being acted upon taking all rele-
vant factors into COIlSideration. 

[Ministry of Industry & Supply O.M. No. 21f1/63-HECHE, dated 
the 6th Feb1"UQ.ry, 1965]. 

!Recommendation (Serial No. 39-4(0) 

(39) The Committee noted that though the detailed project repor' 
for the Bhopal Project had been received as early as November~ 

1956, a survey of the indigenous capacity for manufacture of maC/l.ine 
tools was not undertaken till 1958. Had survey been made earlier 
and the year-wise requirements of plant and machinery for the! 
Project determined and publicised in adtmnce, it might have bee~ 
possible for the indigenous manufacturers to gear up their produc
tion and supply a part of the equipment that was imported. 

(40) It is significant to note that emt of the plant and machinery 
wlued at RB. 12.32 CTores purchased from foreign countries, equipment 
worth &S. 11. 78 crores was purchased from the V.K. In suc,," 
cases the Project authorities who are advised by the Consultants, 
are prone to import substantial quantities of plant and machinery 
for the quick implementation of the Project. The Committee would 
therefore, suggest that the requirements of the machinery for the 
other projects of HEL ma.y be formulated sufJicier .. tly in. adva nee 
and given wide publicity so as to secure indigenou.s supplies to the 
mazimum extent possible. (paragrapha 108-109). 
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RIPL y OF Go\'l'JllOolDT 

'!be views ofdte Committee ,are noted. Even if the requil'e-
ments of the machinery and plant bad been published in 1956, it is 
questionable whether the iJJdjgenous industry could have geared 
itself to produce the sophisticated equipment peculiar to the Heavy 
E1ectriQallndustry in 6 or 7 years particularly when the quantity 
.of such equipment is not large enough for eeonomical production in 
India. Equipment for Phase II of the factory was obtain'ed on a 
Global Tender basis. The foreign COWltries other than the UK 
offered mostly the stan.dard equipment against requiremients of a 
-specific nature. These countries also have Heavy Electrical Equip-
ment manufactluing factories and thley would have manufactured 
special machines for such factories. Yet they did not choose to 
"Quote for such machines but instead offered standard ranges of 
machines. Besides, the use of special jigs, fixtures and tJools on the 
80phisticated machines is a factor also to be taken into considera-
110n. It HEL bought from UK, machines similar to the ones in the 
eonsultanta' factories, the special tools would not have to be d __ gn-
oed to suit the machines. Considerable time in bringing the machines 
to effective use has th1l!l been saved. Equipment of the desired accu-
racy and sturdiness made in India whenever feasible has been obtain-
oed indigenously. . 

For the other Plants 8 complete survey of the indigenous machine 
100ls likely to be available has been made and full provision is being 
made for this in future pm'Chates from. abroad. 

[Minimy of Indumy & Supply O.M. No. 21/1/63-HECHE, dated 
the 6th February, 1965]. 

Reeommeadation (Serial No. .0) 

(1) Plant end mcchinery of the value of RI. 10 CTOTe" i.e., about 
50 per cent of the total f'equirem.ems of Rs. 18' 51 CTOTes, had been. 
received at Bhopol.. Of this machinery worth RB. 70 1okhs, which 
·waa meeftt tOT' Bloeka 1 and II. had not itutGUed 41 the tectOf'7l 
block.! were not f'eady. The production during the year 1961-82 
4'mOUntfti to Rs. 177'47 10k"', including WOf'ks-in.-progT'aB, 41141 
conm-uction of the 1XIWe of RH. 164-SO Iakhs. During 1962-63, the 
tUf'get 01 production of Rs. 5' 09 CTOrE!!, is Glao not likely to be f'each-
~d. Thus, while 50 peT cent of the total equipment NqU1f'ed for the 
pro;ecf tor 11" estimated cmmaal output of Ra. 2S croTtS had been. 
mnaUe4, the production (including worka-tn-progHa) durmg 1981-
62 WO'I'ked out to Oftl1l 5 per cem ofth~ tot«l CGpGCi:t'y. In 1. __ 
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also the production tOO'Uld be less than 20 peT cent of the ra.ted capa-
city. This would clearly indica.te that the utilisation of equipment 
already imtalZed had. been VeTY low. During theiT visit to the factory 
in September, 1962, the Study Group of the Committee also gathered. 
the impression that theTe was a considera.ble amount of idle capacity: 
in the plant and machinery. The Committee deplore the existence of 
idle equpiment at Bhopal to such a large extent. 

(ii) They hope that with the completion Of Blocks I and II ancf 
better planning with regard to the procurement of components and 
raw materials, the position would soon improve. (Paragra.phs 113-
114). 

REPLY OF GoVERNMENT 

(i) It is to be appreciated that though the Project was started' 
about 9 months behind the date scheduled in the Project Report, yet 
the Project authorities commenced production from the scheduled' 
date, in a very small way, iil July, 1960, Various types of equip-
ment had to be installed by stages and all these could not be utilised 
fully in the beginning. Although there was a 9 months delay in 
the sanction of the Project, the pattern of output had almost follow· 
ed the course chalked out in the original Project Report; and the-
diversity ot products in the Transformer sphere has been much 
beyond expectation. Already, Transformers of 75 MV A capacity 
have all been designed and manufactured by HEL engineers which 
means an achievement. 

It would not be COOTect to take the entire capacity of the factory 
into consideration in assessing the percentage output, when about 
half the factory was not fully equipped and in operation. 

(if) Noted. 

[Ministry of Industry & Supply O.M. No. 21/1/63-HECHE, dated 
the . 6th February, 1965]. 

Recommendation (Serial No. 45) 

(i) In 1969-70 hardly 53 per cent of the requirements of raw 
materials and components for the Bhopal project would be met in-
digenously. In, that year the cost of imports would still be Rs. 1229 
lakhs in foreign exchange. Due to the foreign exchange position,. 
considerable difficulty is stated to have been experienced by HEL 
to meet its full requirements. This has affected the production 
programme. With the setting up of two new projects, their require-
ments would largely increase. The need for making concerted' 
efforts to locate and increase the indigenous production of the raw-
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materials and components required by HEL is evident. It is im-
perative that the Company should aim at ensuring that they are 
made available indigenously in the quickest time possible. The 
<Committee suggest that with this end in view, Government should 
appoint immediately a Committee of technical experts, which may 
incluie' representatives of the HEL, Development Wing and the 
Mintstry to survey the indigenous capacity in this regard and to 
·draw up in consultation with the various interests concerned, a 
long-term plan, for allocating among various producers the res-
ponsibility of manufacture of specified items. 

(U) Attempts should also be made to standardise the components 
as far as possible. (Paragraph 123). 

RlPLy OF GOVEllNMBNT 

While the principle underlying the above recommendation is 
indefensible, the following points should be taken into considera-
tion before deciding about the fOnrlation of the proposed. Com-
mittee: 

(i) While it is true that the Bhopal Plant has to import com-
ponent. and raw materials for its production, for a 
number of years to come, involving considerable out-
lay in foreign exchange, it may be pointed out that 
the Management have taken necessary steps to deve-
lop ancillary industries in the industrial estate attach-
ed to the plant; manufacture of Aluminium Anodised 
LebP-Is. Machine Screws, Tool Room Accessories, Cable 
Sockets, Nuts and Bolts, Packing Cases has already 
been established; manufacture of steel forgings, hot 
brass pressings, cotton, glass PVC tapes, Gun Metal 
Valves and Cooling fans is proposed, to be developed 
shortly. 

(Ii) The plant has exclusively marked an Executive Engineer 
to be in sole charge of Ancillary Industries Develop-
ment. 

(iii) As all the imports have got to be cleared by the Direc-
torate General of Technical Development from the in-
digenoUS angle before foreign exchange is released, it 
is always assured that no material is allowed to be im-
ported, wherever there is an indigenous angle for the 
same resulting in wastage of foreign exchange . 

.(iv) Since these imports are subject to the scrutiny of the 
·Directorate General of Technical Development the 



latter are fully acquainted with the requirements of 
the Bhopal for the various components, semi-finished 
assemblies and other critical raw materials and tihey 
are thus enabled to advise and promote private enter-
preneural activity for establishing new units in these 
lines of manufacture. 

(v) Most1 of the requirements of the Bhopal Plant are tied 
up with the various developmental activities in the 
public and private sector indUstPal field, e.g. Rourkela 
Steel Plant are programmed to commence production 
of hot rolled tiransformer steel, the Government Por-
celain Factory at Bangalore are trying to develop por-
celains of the required specifications for the Bhopal 
Plant; the Sankey Electrical Stampings Ltd., are plan-
ning to expand their production to meet the growing 
needs of stampings in the country. 

(vi) Import substitution is a long drawn-out process and it 
is only with the progressive development of production 
techniques and manufacturing skills spread over a 
number of years that one can hope to make this heavy 
high-precision industry as fully indigenous as possible. 
Even in the most advanced stages of development, a 
little percentage of imported components is inescap·· 
able. 

In the above circumstances, it is considered that the constitu-
tion of a Committee. as suggested in the recommendation of the 
Estimates Committee, may not be necessary at present. 

(ii) To the extent to which standardisation is possible Heavy 
Electricals are already attempting but their efforts are necessarily 
limited as most of their equipment is "tailor-made." They have 
already standardised the size of transformers and they propose to 
develop indigenous components in replacement of imported one in 
the manufacture of switchgear, to the extent possible. They also 
propose to standardise traction equipment suitable to mass produc-
tion methods. 

The suggestions of the Estimates Committee will constantly be 
kept in view by Heavy Electricals. 

[Ministry of Industry and Supply O.M. No. 21/1 /63-HECHE, dated 
the 6th Feb., 1965]. 
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The Committee note th4t, u per Pro;ect Report, component, for 
the m4f1.ufacturing programme of 1960 were to be ordered by HEL 
in J4nu.ary, 1958 i.e. about 3Q months in advance of the commettCe-
m.en.tI of the manufaduri:ng Yf!!(lr (July, 1960). But neither the de-
tailed BpeCijicaticma for the raw materials and components required 
i1'lo the fim YeQ.T 01 produ.ction were furnished by AEI nor h4d the 
HELc located the iindigenou., capacity for them. It was, therefore, 
dedcled to ~port in full the materials required fOT the ji:rBt year 
of p7"0duction. The Committee aTe 81Lrprised to note th4t su.Dicient 
attention WGB not paid by BEL to an. important 'J'I14tter like obtaift.-
in.g specifications for raw m4terialB and components from the con.-
I1Lltaftta in time. It was! also iTtC1Lmbent on the consu.ltants them.
.elve. to do '0 sufficiently in advan.ce of the commencements of pro-
du.ctiof&. Had this been done, it would h4ve been. possible for HEL 
to prepare a ph48ed programme for importa as also to dbtain some 
auppZies indigeflO1L8ly. (Paragraphs 127-129). 

Rl:PLy OF GoVFJtNMENT 

The execution of the Project itself was sanctioned only early 
in 1958 and its implementation became practicable only after a 
foreign loan from a U.K. syndicate of bankers came to be operated 
in April 1959. The Consultants also could undertake the compila-
tion of lists of materials only after the execution of this project be-
came a certainty and this was possible only after the foreign loan 
negotiations were finaUsed. Thereafter, time was required for pre-
paring massive lists of items needed and get them cleared from 
Bhopal before procurement action could be initiated. At the same 
time, their machinery had to be geared for procurement of hun-
dreds of machine tools and eqUipment. 

It should be appreciated that despite about 9 months delay in 
the sanction of the project and the operation of the loan agreement, 
the original target date of 1st July. 1960 for starting manufacture 
though in a small way was adhered to. 

[Minis tTY 0/ Indu.strv and Supply O.M. No. 21/1/63-HECHE. dated 
the 6th Febnulry, 1965). 

Recommendation (Serial No. 68) 

The desirability of prescribing a suitable accounting procedu7'e 
/Of' culoptio1\ from the beginning by aU undertaking, in the public' 
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sector may be considered by Government in consultation with the 
Department of Company Law Administration and the Comptroller 
and Auditor General (Paragraph 167). 

REPLY OF GoVERNMENT 

The Companies Act lays down, in respect of Govt. companies, 
the form of Balance Sheet and the requirements as to the Profit and 
Loss Account, so that all material infonnation relating to the 
accounts are properly exhibited. Since the nature of oPerations of 
the Enterprises varies, it is not feasible to prescribe a single account-
ing procedure as suitable for all the Enterprises, apart from what 
is laid down in the Companies' Act. Government, however, issue 
instructions whenever considered necessary, on important aspects 
of accounting, viz., methods of depreciation, exhibition of taXi etc. 

[Ministry of Finance (Bureau of Public Enterprises) letter No. 198-
FI/ISS/67, dated the 15th May, 1967]. 

Recommendation (Serial No. 71) 

The number of Directors on the Board is not to be less than two 
and not more than fifteen. Further there hns bEen a wide variation 
tn the number of Directors on the Board from year to year. The 
minimum of two Directors is obviOUSly too low. The Committee would 
~t!gge.~t that the matter ma1/ be looked into and the minimum raised 
suitabLy. Wide variations in the actual strength of the Board may 
aisG rye avoided, as such variations are not conducive to the sound 
aciministtation oj the undertaking. (Paragraph 177). 

REPLY OF GOVERNMENT 

Section 252 (2) of the Companies Act lays down that a private 
company shall .have atleast two Directors. There is no objection at 
ali to a private company providing a h:r(1er minimum number of 
directors in its articles. In accordance with this Section, the Articles 
of Association of almost all the Government undertakings provide 
that, until otherwise determined by the Company in a general meet-
ing, the number of Directors shall be not less than two. Although 
most of these Government Undertakings provided for a minimum of 
two Directors in their Articles of A.,sociation on the basis of Section 
252(2) of the Companies Act, they normally function with their 
Boards composed of more than two Directors and the above recom-
mendation appears to have been complied with in effect. 

[Ministry of Industry and Supply (Department of Hea':JY Engineer
ing) O.M. No. 21/1/63-HECHE, dated the 6th Feb., 1965]. 

1835 (Aii) LS-5. 
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JIeeomJllftMlatioa (Serial No. It) 

The Committee note that no less than. 12 departmental heads Are 
worJcing directly under the Resident 1)i.rectoT. He has· thus An e:rtre
melV tDiie .pcm of COtIt'roL It is It4ted th4t IUCh a politiOn te7ld.r to 
gWe rid to -proenutin4tion., indecision, misunderstanding, irrita
tion and atrained relations." It is also doubtful whether a Resident 
Director charged with the task of contromng an industrial enterprise 
of the Ne of BEL eon do the whole job by himself, unleBB he is assis
ted by deputies who could share some of his bUTden Of" who could 
advise him in various matters. 

Ob1no1LSly the pTesent position does not fulfil the needs of an 
'Undertak;ng and calls fOT a speedy reorganisation. What the Con
cultants have suggested about the formation of a management team 
Bffe1'Y&;; to deserve consideration. The Committee consideT it essential 
that a suitable oTganisation should be immediately provided there 
takin!7 into account the various managerial problems that might 
haw been uperienced 10 faT. (Paragraphs 195-97). 

REPLy OF GOVERNMENT 

TIlle; matter is under constant review. Considerable delegation of 
powers at lower levels has been given to reduce the burden on the 
top executives. 
[Miniltry of IndustTy and Supply O.M. No. 21/1/63-HECHE, dated 

the 8Ull'eb. 1885]. 

Recommendation (Serial No. 84) 

The Committee suggest that Government might arrange fOT an 
oTientation oJ Financial .4dvi.seTs of industrial undertakings in the 
principles And practices of financial management eit1!er before theiT 
joining an u.ndertaking or thTOUgh refresher couTses, as h.as been 
suggeat.d in the Thin! Five-Year Plan.. (Paragraph 204). 

Rl:PLy OF GoVERNMENT 

[11 st'lecting per.:;ons for appointment as Financial Advisers in 
Public Enterprises, preference is given to those possessing accounting 
qualifications or previous experience of working in these Enterprises. 
ApprOpl'iRte orientation courses are propo.led to be organised, to the 
extent necessary, by Utilising the facilities available in the existing 
management institutes. staff colleges, etc. One such was, in fact, 
orgunised in 1966 in the Administrative Staff College, Hyderabad. 

[Ministry of Finance (BUTeau of Public Enterprises) letteT No. 
782 /FI/67, dated the 22nd April, 1967]. 
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Recommendation (Serial No. at) 

The Companies Act and the Articles oj Associ4tion. of HEL require 
that the annual general meetings 01 the Company should 'be held at 
its registered ofIice at Bhopal. But, it is seen that from 1960 oowards, 
the annu.al general meetings of the Company have aU been held in 
the Chainnanls ofJice in New Delhi. The Committee regretJ that the 
provisions of the Companies Act and the Articles of Association have 
not been complied with by HEL in this regard. (Paragraph 212). 

REPLY OF GOVERNMENT 

As all the share holders are stationed. in New Delhi, it has been 
found convenient to hold these meetings at New Delhi. Prior appro-
val of Government has been obtained by HEL under the provisions 
of the Indian Companies Act. 

{Ministry of Industry and SuppZy O.M. No. 21/1/63-HECHE, dated 
the 6th Feb. 1965]. 

Recommendation (Serial No. 91) 

The Liaisun Offices of the public undertakings in Net/) Delhi are 
located in rented buildings at different places for which heavy rents 
-ranging from 64 np peT sq. ft. to Rs. 1.50 nP. per sq. ft. is being paid 
by them. In para 173 of their 32nd Report on N.C.D.C. the Commit-
tee have recommended a review of need for the t'arious liaison 
Offices of public undertakings in Delhi. They also discussed with 
the representatives of the Ministry of Steel & Heavy Industries the 
desirabitity of constmcting a mult~storeyed building to house such 
offices of public undertakings as are necessary and have to be loca.ted 
at New DeUri. They are glad to lea.rn that the State Trading Cor
poration h4d made " propOsal for the construction of a building for 
the purpose. The Committee hope that an early action would be 
taken in the matter. (Paragraph 215). 

Rl!:PLy OF GoVERNMENT 

Noted. As the recommendation has been reiterated by the Esti-
mates Committee in their 50th Report (vide para 21 of the Report) 
(Third Lok Sabha) which is under consideration, the considered 
views of the Government will be conveyed while furnishing replies 
in respect of the recommendations contained in the ~h Report. 

IMinistry of Ind1.l.8try and Supply O.M. No. 21/1/63-HECHE, dated 
the 6th Feb. 1965]. 
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CmommI OJ' !'BB CoMM:rrrIz 
In 'View oj the Government'. reply, the Committee would like to' 

pu.m&e dIU f'ecotn.metadGtiott ... tJ&.e Actin TCIken Bepcm em the 50th 
Report ')j the Emmata Committee (3LS) em 'Accctmmod4tion f'entecf 
in PtiflCiphl Citiu and Guut HOUIes, Staff CaTS, etc; maintained b1f 
tMm.' 

Beeommendation (Serial No. 92) 
The Committee doubt whether the Guest Hou.ses set up by the 

various public undertakings in New Delhi aTe fully occupied throug
out the year. A study Of their Ul8 and economics would, perh4ps, 
Jead to i~ng nsuItl. As any expenditure by an Industrial 
Undertaking on such activities affects its cost of production, there is-
Med for utmoBt economy in theBe matters . . It is obviosly advantage
OlU to pool such arrangement. of the public undertakings. The Com
mittee, therefore, Stt.ggest that the feasibility of constructing a fe-rq 
relidentud blocks in the multi-storeyed buildings referred to in para 
215 may be examined by Government. These blocks could be used 
4$ a Common Guest House ·by all Public Undertakings. (Paragraph 
218). 

RllPLy OP GOVERNMENT 

Noted. As the recommendation has been reiterated by the Esti-· 
mates Committee in their 50th Report (vide paras 29-31 and 33 of 
the Report) (Third Lok Sabha) which is under consideration, the 
considered Views of the Government will be conveyed while furni-
shing replies in respect of the recommendations contained in the' 
50th Report. 

[Ministry of Industry " SuppZy O. M. No. 21/1/53-HECHE, datecl 
the 6th Feb., 1966]. 

COMMDn'S or '1'BII Co~ 

In view 01 the Government's reply, the Committee would like to' 
pursue this recommendation in the Action Taken Report On the 50th 
Report of the Estimates Committee (3LS) on 'Accommodation, rent
ed in Principal Cities and Guest Houses, Staff Cars, etc; maintainetl 
by them'. 

Beeommeadatiea (Serial No. II) 
The Committee discussed the desirability of appointing a sepa

rate Personnal Commission fOT the pu!>tk undertakings. It oould 
broadly lay down the terma " conditions etc. of the various catego
ria of poe". The membft. of such a Commission could auo be coop-
ted on the Selection Committees of the Public Undertakings. The 
r~sentativea of the Mini$try stated that it would not be conduci!)e 
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to speedy recruitment which was necessary in the case of such under
'takings. Further, it was a question of policy and would have to be 
carefullly examined. The Committee have discussed this matter in 
.detail in paras 205-9 of their 3200 Report on the N.C.D.C. and have 
urged Government to take an early decision in the matter. (Paragra-
:ph 227). 

REPLY OF GoVERNMENT 

Noted. As the recommendation has been reiterated by the Esti-
mates Committee in their 52nd Report (vide paras 183-185 of the 
Report) (Third Lok Sabha) which is under consideration, the consi-
dered views of the Government will be conveyed while furnishing 
replies in respect of the recommendations contained in the 52nd 
Report. 

[Ministry of Industry & Supply O. M. No. 21j1/63-HECHE, dated 
the 6th Feb., 1965]. 

COMMENTS OF mE COMMITTEE 

In view of the Government's reply, the Committee would like to 
pursue this -recommendation in the Action Taken Report on the 52nd 
Report of the E,timates Committee (3LS) on Personnel Policies of 
Public Undertakings.' 

Recommendation (Serial No. 101) 

The Committee consider that variation in the scales of pay for 
similar posts in the various public undertakings is not desirable as 
it would lead to dissatisfaction and drift of staff from one under
taking to anotkeT. They, therefo-re, suggest that some uniformity 
should be attempted in the scale of pay for similar posts in various 
·undertakings. (Paragraph 237). 

REPLy 01' GoVERNMENT 
Noted. 

[Mmistr!l of Ifldust'!Y and SuW1y O.M. No. 21j1/53-HECHE, dated 
the 6th Feb. 1965]. 

FL"RT!IER INFORMATION CALLED FOR BY FIVE COMMI'M'EE 

The steps taken by Government to implement the recommenda-
tic:; 'Jf the Committee may be intim~ted. 

[L.S.S. O.M. No. 14-Pu/64, dated the 6th l,'ebruary, 1965.] 

FURTHER REPLY OF GoVERlO4ENT 
The recommendation is still under consideration. 
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aeeemmemlatioa (Serial No. 183) 

Out oj 155 technic41 personnel who left HEL during the year. 
1959, 1960, and 1961, 79 persons had undergone training at the e;r-
peue of the Company and signed an agreement to serve it f&7' a. 
period ot five years in 17 case. and three years in two cases after 
completion of training. During 1962 another 14 technical personnel. 
h4d left pEL. Although theBe technical personnel left the Company 
during the year. 1959, 1960 and 1961, suits for the bond money had 
not .0 far been filed except in one CC18e. Three years is a long enough 
period and prompt action Bhoukl have been taken by HEL to pursue 
these case.. It is regretttable that HEL IlaS not made any serious 
effort. to recover the amounts outstanding and has dealt with this 
matter in a casual manner. It appears that this lenient attitude may 
haw been responsible for the flight of such a large number of persong 
without paying the bond money. With a view to curbing the present 
tendency of trained peracmnel lect.,ing HEL, the Committee suggest 
that vigorous steps should be taken to recover the bond money in 
all the defaulting CaBe8. (Paragraphs 241-244) . 

Rl:PI,y 01' GoVEllNMDfT 
(i) (a) Out of 33 technical personnel who have undergone train-

mg at the Company's expense and signed an agreement bond to serve 
for a specific period, but have left the Organisation, full amount of 
Rs. 65619.49 nP has been received in 8 cases. 

(b) An amount of Rs. 1821.94 nP is also being paid in 18 instal-
ments with interest in one more ease. 

(U) In the case of another trainee the court has passed decree in 
favour of Company. 

(ill) In 18 cues suits have been tlled in the court of law. 

(iv) In the remaining 7 cases lWo similar action is being taken. 
It will, therefore, be seen. that BEL have made all efforts to recover 
the amounts due from the defaulting employees and their sureties. 
[Ministry of Industry and Supply O.M. No. 21fl/63-HECHE, dated 

the 6th February, 1965.] 

Becommendation (Serial No. 1M) 

At Pf'Uftt 45,....4 peraons are emp10yed by HEL, out of 
which 82 41"e engaged Oft Mn-technical jobs, including those of 
A.Man" cmc:I Cle7'ka. While the Committee agree that in the 
initial stagtl, there might haw been some justification for HEL to 
re-employ retired personnel fOT cerlain technical jobs till suital,1.e 
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perSON had been trained, they do not appreciate the reason tor em
ploying retired officers for non-technical secretarial ;obs. The 
Committee ftOte 'IJho.t except in six cases, the term of all the re-
employed personnel is due to expire in 1963. lThey were assured 
by the representative of the Ministry that the decision ot Govern
ment would 'be taken into account while granting extensions cJf ser
vice to these personnel. (They trust that this I would be done. 
(Paragraph 245). 

REPLy OF GoVERNMENT 

Noted. 
[Ministry of Ind:ust1ry and Supply O.M. No. 21fl/63-HECHE, dated 

the 6th Felwua7b', 1965.] 

Recommendation (Serial No. 108) 

The Committee trost that elected Works Committees would soon 
be set up in aU Departments of the factory and made an active 
instrument for the' democratic administration ot labour matters. 
(Paragraph 251). 

REPLY OF GoVERNMENT 

Industrial Disputes Act, 1947 provides for the formation of a 
Works Committee but since this Act is not applicable to the HEL, 
the question of constituting such a Committee does not arise. As 
the Heavy Electricals (India) Ltd., Bhopal is in the State of Madhya 
Pradesh, they are governed by the Madhya Pradesh Industrial 
RelatiO'ns Act, 1960, which provides for the formation of a Joint 
Committee. It provides that where there is a Representative Union, 
a Joint Committee may be constituted in an Undertaking in the 
prescribed manner with the CO'n.Sent of the employer and the Repre-
sentative Union. A Joint Committee could only be formed when the 
Madhya Pradesh Government declared on .12th February, 1963, the 
Heavy. Electricals Employees Union, Bhopal as the Representative 
Union of the Company. Conforming to the provisions of the Act, 
a Joint Committee consisting of five representatives of the Manaee-
me'nt and five representatives of the Union has been appointed on 
t he 15th March, 1963. It is the duty of this Committee to promote 
measures fur securing amity and good relations between the em-
rloyer and employees and to that end to consult on matters of com-
mon interest or concern and try to compose any material differences 
Jf opinion in respect of such matters. The provision for the demo-
cratic administration of labour matters has thus been. made. 
[Ministry of IndustJry and Supply O.M. No. 21f1/63-HECHE, dated 

the 6th Februa11l, 1965.] 



The Committee tDere iftjarmed. that the Mmidry 01 Finance war 
not consu.Ued before cleoiding to 8pIit up of Heavy Power Equip
'ment Pl41'&t aM the High P1'eAUn ·Boilfl' Plant to 'be Bet up under 
Czech. OINMtlCe. While the aplitting up 01 an integrated pro;ect 
might have been jultified in the ~,ent C41e on technical and other 
grOU1k1a,. it would 'll.4ve been desirable of the financi41 implications 
of locattng the plan" at the separate places had also been examined 
in con.rulta«on with the Miniltry of Finance before taking a final 
deci.rion in the mattfl'. (Paragraph 256). 

Rl:PLy OF GoVF..RNMENT 

It was only in consultation with the Ministry of Finance a'nd the 
Planning Commission that the final decisian to split up the Heavy 
ElectricaIs Plant under the Czech. assistance into Heavy Power 

. EqUipment Plant and High Pressure Boiler Plant to be located at 
Ramachandrapuram (near Hyderabad) and Tiruchi respectively 
was taken. This was also mentioned in the Cabinet Note for the 
Tiruchi Project. 

rMinistry of Indwtry and Supply O.M. No. 21/1/63-HECHE, dated 
the 6th Felwuary, 1965.] 

Recommendation (Serial No. 110) 

It has been decided to increase the capacity of the equipment to 
be manufactund at Hyderabad f1'om 12,25 or 60 M.W. to nearly 
100 MW. The Committee are surprised to note th4t changes in the 
size of equipment to be produced at Hyderabad are being made so 
soon after the project 'Was sanctioned and immediately after receipt 
of the project "POrt from the Czech. Collaborators. It clearly 
indicates that the pro;ect h4S been conceived hastily. -The change 
'Would also delay the execution of the project as it would necessitate 
p1'e~ration of f1'esh 'btue-prints for the factory, structural changes 
in the derigna and heavier foumlatiom for the factory buildingr. 
The time and money already spent on the preparation of the eQTlie'l" 
project report migf,t also be Tendered infructuous. (Paragraph 
257.258) . 

RBPLYO"~ 

Ws. Teclmoexport were commissioned bl June, 1961 for the 
prepal'aUon of a detailed project report, for the manufacture of the! 



following in Ramachandrapuram, Hyd.erabad:-

(1) Steam turbines and turbo alter-
nators complete with pumps 
and other auxiliaries 

12 MW units 10 Nos. 

25 MW units 20 Nos. 
1-------

Total: 620 MW units 30 Nos. 

(2) Grey Iron Foundry 

First Stage 
Ultimate Stage 

3000 tons 
10,000 tons 

Non-ferrous foundry 430 tons. 

The agreement stipulated that the plant should be designed to 
be capable of doubling the capacity and also to manufacture larger 
turbines and turbo alternators of unit sizes of 60 MW in the next 
stage of development. The manufacturing programme, in the first 
phase, envisaged meeting the demand for smaller power houses 
and for stand,by power plants, especially for individual industrial 
units and in the remote areas. 

2. In consultation with Indian engineers, Mis. Techno-export 
took up the preparation of the detailed project report on the abovE' 
lines. In the meantime, the very considerable gap in power supply 
in the country, related to the d'emand in the immediate future and 
in the years to come, began to be increasingly felt, which led to 
some rethinking on the scope and nature of tndividual hydro and 
thermal power plant projects. Thermal schemes began to assume 
: mportance vis-a-vis hydro schemes, which they did not previously 
have. The firm opinion developed, that, if the gap in the supply 
of power was to be reaso'nably bridged, it was necessary to build a 
national grid. All these led to the view that power generation 
should be by considerably larger individual generating units than 
had been envisaged before. The Czech experts were apprised of 
this positio'n and were requested to include, in the detailed project 
report, the man_ufacture preponderantly of turbine and turbo alter-
rators of 60 MW in the first stage itself with provision for later 
manufacture of units of 100 MW and 120 MW capacity. In the first 
instance, the Czech experts did not agree to this suggestion and 
the project report was completed in terms of the agreement. After 
some persuasion, the Czechs., however, agreed to prepare a supple-
mentary project report, which would cover the manufacture of 
units of 55 MW. Subsequently, after several discussions, the Czechfl. 
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were pursuaded to so redesign the plant as to enable the manufac-
ture of steam turbiDe8 and turbo alternators of 100 MW utilising 
the equipment prDpOled to be installed in the plant. 

The original detailed project report envisaged a total production 
capacity of 620 MW. By going to higher ranges, namely 55 MW and 
100 MW, it hu been estimated that the output from this plant 
would J,e of the order of 800 MW. The scope of manufacture 
included the complicated process of blades for the tur.bines and 
also a stamping mop for the alternators, and a grey iron foundry 
for meeting the requirement of castings upto 5 tons piece weIght. 
The detaned project report was accepted on the above basis. 

From the foregoing, it will be evident that it was only after the 
:icope of the P.t wu ftnally determined the designing and cons-
truction work had been started. There has thus, been no infruc-
tuous expenditure u a result of Government's decision to enlarge 
the original scope ot the plant to include manufacture of steam 
turbines upto 100 'I6.W. 
[Minilt"1l of Imlustrry aM Supply O.M. No. 21/1/~HECHE, dated 

the 6th Febn&ary, 1965.] 

Recommendation (Serial No. 111) 

OriginaUy the intention WCII to manufacture at Hyderabad the 
generator Bet, for the boilers to be produced at Tiruchy. It had now 
hem decided to produce them either at Bhopal or Hardwar. It 
would th'" be ,eft that the original idea of coordita4ting the pro-
duction of Tiruchy and Hyderabad Projects has been abandoned. 
(Paragraph 250). 

Rl:PLy OF G<>VJI:RN),BNT 

This is not SQ. Hyderabad will also make Steam Turbines and 
Gent'rator. of 55 MW and 100 MW. and their matching boilers will 
be made at Tiruchy. 

[Ministry of Industlry and Supply O.M. No. 21/1/63-HECHE, dat;d 
the 6th February. 1965.] 

Recommendation (Serial No. 112) 

T'ul Committe. tT'tLIt that the order, for the supply of equip
ment produced at the factories of HEL would be cfI-ordinated and 
di8tribWed in auch a way that customeT'S of one region would be 
able to obtain aU their requirements from that region. Tm, 1DOUld 
faciUtate speedier-repair and replacement of parts in the event of 
breakJotDU. (P~ 280). 
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REPLy 01' GoVERNMENT 

This would not be practicable. Bhopal is the only unit for the-
manufacture of Transfonners, Switchgear and Traction equip-
ment for the whole of India. Regarding Thennal and Hydro· 
Generating Units, the division of work in the different HEL Plants· 
would depend upon the sizes o:fi generating 1l'nits to be supplit'rl. 
Repair of such equipment is normally done at the site and not in 
the factory. 

[Ministry of Indus1Jry and Supply a.M. No. 21/1!63-HECHE, dated' 
the 6th February, 1965.] 

Recommendation (Serial No. 113) 

The Committee consideT that the placing of the Boiler Plant 
wrtder Heavy Electricals had some ;ustification originally when it 
(ormed an integrol part of the Heat)1J Power Equipment Project. 
Hut cr.fter it WCII decided to 8plit it up into two separate plants, it 
was not, ,perMp.', necessary to continue the original arrangement 
especially when it invoZued different technical processes. ,The Com
mittee urge that Government may examine whether it would be 
rlestTCible to Bet up a Beparate organisation jor the administration. 
of the Boiler Plant. (Paragraph 262). 

REPLy OF GoVERNMENT 

The boiler and steam turbine are integrated units and there is-
some coordination in their manufacture. It is, therefore, advan-
tageous to keep both manufacturing unit'S under one control when 
it is administratively practicable and to ensure co-ordinated and 
timely supplies .~t sites of power stations. 
rMinistry of IndUBtTy and Supply O.M. No. 21f1/63-HECHE, dated.. 

the 6th February, 1965.] 

Recommendation (Serial No. 117) 

With the emphasis placed on rapid industrialisation, man!1 n.eur 
projects are likely to be set up in the public sec.tor during the Third 
and subsequent Five Year Plans. It is seen that in some of the 
existing industries certain amount of experience has been gained 
and the technology is well-known, for instance ferUlizers, sugar, 
cement, teztile, steel, etc. AITeady consultancy service is available 
i 11 regard to some of these. There is need for pooling alL these 
experiences and developing a strong central consultancy organisa
tion. The idea should be to minimise the dependence on foreign 
consultants and the expenditure on foreign exchange as jar as posBi
~:.lp. The Committee trust that the prol)osed Central Consultancy-
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Organisation would be built vp C1I e81"1v 4s possible. (Paragraph 
'269). 

Ri:PLy or GOVJ:lUOrlENT 

In the Technological Consultancy Bureau of National Industrial 
Development Corporatidn, technological experience and skills in 
differen: ~elds of consultancy are being developed. The Central 
Engineering Design Bureau of Hlndustan Steel Ltd., Engineers 
(India) Ltd., Planning and Development Divisi<1n of Fertilizer 

Corporation of India Ltd., etc. are specialising in the fields of. steel, 
refineries, and fertilizer respectively. In view of the specialised 
nature of problems in the different industries, it may not be practi-
c:lble or advisable to ceDtralJse these arrangements. However, the 
need for coordinatidh between the difterent agencies, wh~rever 
necessary, has been accepted. 

{Ministry of Fin4nce (Bureau of PubUc EnterpriBe.t) letter No. 198-
FI/ISS/67, dated the 15th May, 1967.J 

ReeoDUDea4atioa (Serial No. 118) 

The Committee were infoTmed. during evidence th4t Governmetlt 
had not laid down any criteria for the selection of sites for the pub-
lic Sector Projects. With the exPerience at Bhopal aM with the in
dicatio", giNft. btl AEI in the Project Report some baric considera
tions had emerged which were kept in view while selecting sites for 
the new projects of REt. The Committee suggest that Government 
might lay down broad principles to guide the selection of sites for 
factories in future. TheBe prinCiples may a~rt from availability of 
power and water supply, Taw tn4terials and transport include ex
pert opinion on fOu11dations and soil conditions. (Paragraph 273). 

REPLY 01" GoVERNMENT 

The Government have decided that unless over-riding considera-
tions superven~ the public sector proj£'ds should to the maximum 
extent practicable be located in areas in which industrial develop. 
,.,ent has been lagging behind. Also in particular those areas 
which are industrially congested should be avoided The Technical 
Committees which are nonnally constituted fM' site selection go 
into the question of the suitability of soil also. 

fMi-niat", oj IMuh'y tmd Supply O.M. No. 21/1/63-HECHE. dated 
til. 8th rebn&afY. 196&.] 
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Recommendation (Serial No. lZ6) 

The Committee suggest that Government might exo.mine the 
general. question of the incidence of cost of toumships on the cost 
of production of industrial undertakings in the public sectoT, and 
examine to what extent relief could be given iby 'f.D4y of lower rate' 
of interest on the investment in townships. (Paragraph 285). 

REPLY OF GoVERNMENT 

Theprin.ciple has been accepted that the Pu.blic Enterprises 
should be as close as possible to priva.te sector units in their work-
ing in order to get a correct picture of their financial operations. In 
this context, it would not be appropriate to extend special conces-
sions like providing to the Public Enterprises capital at low rate of 
interest for townshjps or other purposes. 

[Ministry of Finance (Bureau of PU'blic Enterprises) letter No. 198-
FI/ISS/67, elated, the 15th May, 1967]. 

Recommendation (Serial No. 130) 

The Committee ,~onsider it desirable that Government should 
prepatre a Handbook on Public Undertakings for the guidance of 
Project Authorities. The proposed Handbook might contain among 
other things directions, instructions and decisions Of Government on 
all important matters relating to the organisation and administra
tion of industrial undertakings, e.g., agTeements with foreign colla
borators, siting of projects, organisation, procedure for recruitment, 
training, scales of pay, employment of foreign specialists and retir
ed personnel, deleg4tion of powers, relationship with Government, 
accountability to Parliament,. maintenance of account procurement 
oj plant and machinery and raw materials and components, pricing 
policy and research. (Paragraph 291). 

REPLY OF GoVJi'.RNMENT 

Noted. As the recommendation has been reiterated by the Esti-
mates Committee in their 52nd Report (vide para 259 of the Re-
port) (Third Lok Se.bha) which is under consideration, the consid-
ered views of the Government will be conveyed whHe furnishing 
replies in respect of the recommendations contained in the 5200 Re-
port. 

[Ministry of Industry and Supply OM. No. 21/l/63-HECHE, datec! 
the 6th Febnulry, 1965.] 



In 11ieto of the Govem.ment'. Teply, the Committee would l~ 
to p1I.,-,u.e this Tecommemiation. in. the Action Taken Report on. the 
52nd Report of the E.timG.te, Committee (3LS) on 'Personnel Poli-
ode. of Public Undert4king.'. 

JletGmmendatiOIl (Serial No. 131) 

7'he Committee auggeBt thG.t the heads of various undertaking.; 
in the public ,ector, ,hould meet at weroalB to exchange mews and 
-dilcm, common problems with a set agenda. (Paragraph 292). 

The suggestion of arranging meetings of heads of various under-
takings at fixed intervals will be examined by the Bureau of Public 
"Enterprises. 

[Minbt", of IndUltry and Supply O.M. No. 21/1/63-HECHE, dated 
the 8th Febn&Gf't/, 1965.] 

FuRTHER REPLY or GOV!'.8NMENT 

The suggestion of the Estimates Committee for arranging meet-
ings of heads of public undertakings at fixed interval to exchange 
views and diSICUSS common problems with a set agenda, has bef"n 
examined by the Bureau of Public Enterprises. GoVernment is al-
ready aware of the need for convening such meetings and according-
ly the Ministers in charge of the Ministries principally concerned 
with public enterprises, such as the Ministry of Industrial Develop-
ment and Company Affairs, Department of Mines and Metals, De-
partment of Defence Production, etc., have been convening periodi-
cally m'eetings of the Chief Executives of the Enterprises under 
theu- administrative control. It is also customary to circulate an 
agenda in advance of each such meeting. Such a meeting was cal-
kd by the Minister of Mines and Metals at the end of March 1966, 
Minister of Labour and Employment in July, 1966, Minister of In-
dustry in July, 1966 and recently by the Minister of Industrial 
Development" Company Affairs in March/April, 1967. In June last 
year the Prime Minister had also convened a conference on "How to 
make the Public Sector the Creater of N f!!W Wealth" which was at-
tended among othtts, by Chief Executives of major Public Enter-
.prises. At such meetings the Bureau of Public Enterprises partici-
pates through their representative&. It is felt that such meetings 
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should be called as and when necessary, as in fact is the practice at 
present. It is also considered to be of advantage to 8IlTan~ sllch 
meetings Ministry-wise or in other convenient groups rather than 
have all Public Enterprises represented at each such meeting. 

[Ministry of Industrial Development & Company Affairs O.M. No. 
Pr. C. 16(8) /64, dated 17th May, 1967]. 



CIIAPTER IV 

RECOMMENDATIONS IN RESPECT OF WHICH REPLIES OF 
GOVERNMENT HAVE NOT BEEN ACCEPrED BY THE 

COMMITTEE. 

Recommendation (Serial No.3) 

The Committee regret to observe that the report of Dr. Ghosh 
Committee cmd the Pro;ect Reports su.bmitted by fcweign electrical 
manufactur,.,., in 1948 were not made availa.ble to them and were 
BtGted to Mve been miaplaced due to transjer of work' relating tOt 
heavy electrical industry between the various Ministries during the 
ltut 14 yeaTS. They cannot but take a serious view of the matter. 
The Committee are tUtoniahed that documents which ought to be in 
proper care and CU8tody have not been forthcoming. They hope 
that earne.t efforts would be made to locate these important reportB 
which must heme entailed considerable sums of money. (Para-
graph 14). 

Rl:PLy OF GOVERNMENT 

Noted. 

[Minist", of IftdusWy and Supply a.M. No. 21/1/63-HECHE, dated 
the 8th FeMu47'11, 1965.] 

FURTlI£R INFORMATION CALLED -I'OR BY THE COMMITTD 

Whether the Reports in question have been traced. 
[L.S.S. a.M. No. 14-Pu/64. dated, the 18th NOV., 1965]. 

FURTHER REPLY OF GoVERNMENT 

It has not been possible to trace the reports. 

[Mirdstry of lndua"'y and Supply a.M. No. 26-1,'6S-HECHE, dated 
23rd April, 1966.] 

COMMENTS OF 'nm COMMlTrD 

(Pteat Ht pcn-a 1 and 2 Of Chapt,.,. I). , .. 
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IleeemmeDtiation (Serial No. 6) 

The Committee have looked into the commitment made by the 
Consultaflts (AEI) in their IetteT dated 19th June, 1955 that "the 
lumpsum payment at £ 400,000 payabZe to them under the main 
agreement would not be increased on account of their having to 
seC'UTe collaboration from the subsidiary consultants." They have 
a feeling that the above commitment tOQ.6 overlooked at the timp. of 
entering into the S1.&lbsidiary consultants' agreement and obtaining 
Government's approval thereto. This position could not be confi.nn
ed ItS the relevant file of the Ministry is still missing. The Com
mittee agree with the observations of P .A.C. that the matter r.alTB; 
for a thorough investigation and desire that early action should be 
taken in this behalf. (Paragraph 28). 

REPLY OF GoVERNMENT 

Noted. • 
[Ministry of Industry & Supply, O.M. No. 21/1/63-HECHE, dated 

the 6th Feb., 1965]. 

FURTHER INFORMATION CALLED FOR BY THE COMMITI'EE 

Whether the matter had been investigated as suggested by the 
_ Committee and if so, the outcome thereof. 

[L.S.S.- O.M. No. 14-Pu/64, dated the 18th Nov., 1961)], 

FuRTHER IIEPL Y OF GOVERNMENT 

Investigation of the case has been handed over to the Central 
Vigilance Commission and the outcome is awaited. 

[Mini:stry of Industry & Supply O.M. No. 26-1/65-HECHE da.ted 
the. 23rd Apri!, 1966.] 

COMMENTS OF THE COMMITTEE 

(Please see para 3-9 of Chapter I). 

Recommendation (Serial No. 31) 

The Committee were surprised to note that BEL had not 'J,Jet 
undertaken the preparation of a compZetion report even in respect 
Of the Factory Blocks, already completed. What is more surprising 
is that neither the HEL was aware of the suggestion contained in 
the 3rd Plan nor had the Ministry drawn their attention to it. 
107. (Aii) LS-6. 
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The Committee would suggest that Government might issue r.Lit
able imtruction.! to all undertakings in the public sector to pTepare 
comprehensive completion reports fOT theiT pro;ects as ~visaged in 
'the Third Five-Year Plan. (paras 88-89). 

REPLy OF GoVERNMENT 

Th'e completion report for civil engineering Works for the period 
ending· 30th June. 1963 for BEL. Bhopal has been received . . 
[Ministry of Indmtry & Supply. O.M. No. 21/1/63-HECHE# drr.ted, 

the 6th Feb., 1965]. 

FURTHER INFORMATION CALLED FOR BY THE COMMITl'EE 

" ...... copy of instructions issued by Government regarding pre-
paration of comprehensive completion reports by th'e undertakings 
may be furnished .... ,. 

• [L.S.S. 0.1\!. No. 14-Pu/64, dated the 18th Nov., 1965] . 

Ft1aTHI:R REPLY OF GOVERNMENT 

Instructions are under issue. 

[Miniatry of IndtLBtr'!l O.M. No. Pr. C. 16(8) /64, dated the 27th 
March. 19661. 

COMMENTS OF THE COMMITrEE 

The Committee in thir connection note that at the time of eui-
dence of Management & Administration of Public Undertakings, it 
was in.formed that the idea of preparation of completion Reports was 
accepted cmd imt1'uctions to aU the public undertakings had alIo 
been issued in OctobeT, 1964. From the reply of Govemmcnt it, 
howeveT, appears that the Ministry is ignorant of this filet that in
.tructiom to all the public undertaleingr have already oeen isr.Led. 
The Committee wO'U.Ld, therefore, like to draw the attention of the 
Mini.!t'1l to para 201 of the 13th Report of the Committee on Pu'blic 
Undertakings on Management and Administration of Public Under
taking!. 

~endatiOD (Serial No. 38) 

'l9a.en ore .everal itttereata con.n.ected with the heavy electrical 
iftdustrtl in Indio. The,e ar. mainly the m.4f1,ufacturer. of eLectrica.I 
equipment in the private ,ector, the Government Electrical Facw", 
at Bangalore, the CW&PC, the conaumeTS of heavy electrical equip-
ment. the different producers of raw ma.teria1a and COfn!lonent. for 
the iMU.trv. the railway, and the Got1ernment. All these have their 
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respective problems which do not always coincide. The Committee 
Jeel tha.t in order to ensure a balanced development of the industry 
there should be proper coordination among aU the interests. They 
would suggest that a ConsuZtative Committee consisting of the vari
ous interests might be set up to advise on the production program
me of HEL. and other connected problems. The representative of 
the Ministry agreed that the proposed Committee could meet once 
4 year to discuss the variOUs problems. The Com.m.ittee hope that 
early action would be taken in the matter. (Paragraph 104). 

Rl:PLY OF GoVERNMENT 
While the principle underlying the above recommendation ia 

indefensible, it should be pointed out that the time is not yet oppor-
tune for the constitution of such a Committee. At present, only 
the Bhopal Unit of Heavy Electricals (India) Ltd., is in production 
and even in this unit the present rate of output is about 25 per cent 
~f the installed capacity and much leeway remains to be made up. 
The Board of Heavy Electricals (India) Ltd., has, as at present 
<constituted, the Additional Chairman of the Central Water and 
Power Commission and the Chairman of the Madras State Electri-
city Board as its Directors; besides the Chief Engineer, Tata Group 
of Power Companies is also a Director. 

The Chairman of HEL is in continuous and constant touch with 
the various user Departments like the Central Water and Power 
Commission, the Ministry of Railways (Railway Board),. the Chair-
men and the Chief Engineers of the various State Electricity Boards 
and other consumer interests. He is also in touch with the Depart-
ment of Technical Developmenti and the administrative Ministry 
with the result that all the production programmes in the various 
heavy electrical plants will be correlated to the actual requirements 
of the country and that the capacity of the plants is effectively and 
judiCiously utilised so as to sub serve the maximum indigenous 
demand for heavy electrical machinery. 

In the above circumstances, it is felt that the cOMtltutlon of a 
Committee, as suggested in the above recommendation, wiIl hardly 
be necessary. Moreover, for a business undertaking like Heavy 
Electricals (India) Ltd., it appears \ unwise that it should lay open 
its entire production plan to the public, some of which is bound to 
be of a competitive character in which the private industrialists may 
also be vitally interested-e.g. capacitors and industrial motors 
within certain ranges. 

[Ministry of Industry & Supply, O.M. No. 21f1/63-HECHE, dated., 
the 6th Feb., 1965]. 



COMMENT8 01' THE COMMl'l'l'EE 
\ 

The Committee aTe' not ..m.jied with ~ermn.ent Teply. Thew,. 
'heH/or.e, ,.eit8nlte the r«lOmmeadat1on. aq would like to pursut 
it fuTthu duriftg the COUTse of ezammatioR of He4VY Electrical$-
(India) £,td., Bhopol. 

BHomm.dation (Serial N~ 58) 

(i) It would be seen that the expendituTe on factory buildin-Js 
at Bhopal is higher than that in other p1'ojects. The expansion of 
t1le ftJOtlOf'1l to a.ta IItmual output of Rs. 50 cyoyea iB expected to en-
~a.i' em additional ezpenditure of RI. 9.34 C1'01'es on factory btUldings 
al.one. Tbe Committee feel that the factory at Bhopal has been 
ptanned on. Cl very 1a.vifh BCCJle. The buildinga should be pureLy 
junctional a.nd ,-elated to the actual needl. It needs n., emphasia 
that heavy e.rpen.dituTe on construction etc. leada to over-capitalisa
tion and adveTsely affecu the oveTaU efficiency 01 the project in
cluding it. cost of pToduction. 

(il) Though the expendituTe on building' may· have to vary from 
indwstry to indwstry depending on their needs, the Conmtittee con-
.ideT it very essential that it should bear certain ratio to the totar 
co.t of the Project. They would suggest that a team of expeTts be 
4ppotnted to make a study with o'view to fixing sue7L a Tatio. 

REPLy OF GovI:RNMBNT 

(i) Civil construction costs of the factory blocks at Bhopal have-
been found to be economical even in the light of estimates furnished" ' 
by the Russian and the Czech Consul1ants for the factory buildings: 
of other HEL units at Hardwar etc., 

(li) This will vary not only from industry to industry but a~ 
in the same industry, as it depends on the nature of output, height, 
size and weight 01 products etc. Air-conditioning nr Air-heating, 
also counts. For manufacture of heavier equipment like Turbines, 
Generators Ie Power Transformers, much heavier structures, foun-
dations and craneage are required. The flooring also is more ex-
pensive. It also depends upon soil conditions. Lighter industries 
require lighter construction and correspondingly less costs. 

In view of these considerations, it is felt that an expert commit-
tee cannot be expected to fix sta:Ddards aDd useful norms for such 
widely di1ferent and complex projects in which the Public sector 
lis interested. It would, however. be Government's endeavour to 



lSubjecL me estimates of design and cost, to as strict a scrutiny as 
possible. (paragraphs 153-154). 

{Ministry oj Industry & Supply, O.M. No. 21/l/63-HECHE, dated, 
the 6th Fe&., 1965]. 

COMMENTS OF THE COMMITTEE 

The question of costs of factory buildings has been dealt with in 
paras 112-115 of the 8th Report of the Committee on Public Un
dertakings on Township & Factory Buildings of Public Unde?·takings. 
The Committee would, therefore, like to pursue the matte,' in their 
Action Taken Report on the 8th Report. 

Recommendation (Serial No. &,9) 

The financial review for the quarter ending 31st March, 1961, was 
:submitted, on 13th January 1962, i.e. after nine months. The reviews 
for the two quarters ending 31st December, 1961 and 31st March, 
1962 were submitted on 28th August, 1962, i.e. after seven months 

. (lnd four months respectively. The three subsequent reviews relat. 
ing to the quarters ending 30th June, 30th September and 31st De
~ember, 1962 .have not been submitted to the Government as yet. 
The Committee reg.ret the abnormal delays in the submission of 
these reviews which serve as an i~truffl.ent of financial cont·rol. 
They would recommend that greater attention should be paid to the 
timely preparation and submission of these reviews. (Paragraphs 
173-174). 

REPLY OF 'GOVERNMENT 

Noted. 

{Ministry of Industry & Supply, O.M. No. 21/1/S3-HECHE, dnted, 
the ·6th "~., UJ85]. 

FuRTHER INFORMATION CALLEn FOR BY THE CbMMITrI:E 

Please furnish dates 'Of submission of QuarteTly financial reviews 
tnt 1964-65 by Heavy Electricals (IndIa) Ltd., to Government. 

IL.S:S. O.M. No_ 14-Pu/64 {fitted the 28th November, 1965]. 



• 
FUUHER REPLy OF GOV1!llNMENT 

Dates of 8Ubmission of Quarterly financial reviews for 19/54-65 to 
Government are given below;-

Quarter ending Date of Sf.IbmWion 
eo GOfJermnent 

30-6-1964 

3<>-9-196,4 

31-12-1964 

31-3-1965 

30-6-1965 

30-9-1965 

31- 12-1965 
CoMMENTs OF 1ln! CoMMrrrm! 

(Please Jee para 10-12 oj ChapUt' 1) 
~datioD (Serial No. 71) 

19-10-196,4 

9-1-1965 

16-3-1965 

26-10-1965 

26-11-1965 

14-12- 1965 

The responsibilities of Boards in the Public UndeTtakings are 
very 0ne1'0UI. Apart from. providing the n:ecusG1'tl leadership and 
direction to the undertaking they haw to ensure that the manage
ment of the 114riou1 p7'o;ect.s under their charge if sound and efJec
tive. fl'he right choice 01 members of the Boarc1 is, therefore, of 
prime i111'PQTtance. The Committee s'uggest that Government might 
lay down the qualifications and the nature of experience expected 
of person, who will be appointed 48 members of the Board 0/ 
Directors of induatriGl vndertaking', rrhe Statutea relating to the 
.tetting up of public undertakings in the U.K. specify such ·qua.l~ 
fications and experience. (paragraph 185). 

Rl:PLT or GovI:RIoa.N-r 
This has been .amined in detail. According to the existing 

practice the Boards consist of a representative of the administra-
tive Ministry. a representative of the Finance Ministry, one or two 
Government Directors representing the consumer department/ 
Advisory Bodies like D.G.S.lO./or D.G.T.D. and a few non-oftictal 
directors. A person well-versed. in labour matters and closel,. 
associated with All India Trade Unions is also nominated by the 
Ministry of Labour and Employment. In the circumstances, ahy 
qualification can, by their Vf!!rY nature, be made applicable only to 
non-oftlclal directors. The non-ofllclal directors are chosen on the 
basis of their knowledge of industry and the position occupied by 
them in pubUc life ~ only such persona whose presence O'D. the 
Board will contribute to the successful functioning of the Company 
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are appointed to the Board. As such, it is not considered necessary 
to prescribe any minimum qualifications in this regard. 
[J\fillutry of Indust1'y and Su.pply OM. No. 21/1/63-HECHE, dated 

the 6th Februa.ry .. 1965]. 

COJOmNTS 01' THE CoMMITl'EE 

The Committee. are no~ convinced by the arguments advanced 
by the Miniatry. (The Committee feel that although it 'may not be 
possible to fix any uniform qualifications/experience jor all the 
directors, different sets of qalifications / experience m,ay be speci
fied for representatives of different sections of PubZi.c/Ministry/ 
Governmen,;; Departments. They feel that at least qualifications for 
non.-<tfjicial Di.rectors ought to be laid down. They, therefore, reite
"rate the recommendD.tion. 

Recommendation (Serial No. 86) 

The Committee suggest that model Articles of Association tor 
Governmerrt Companies might be framed 'by Government, provid
ing for matter. of com'mOn application, and circulated to aU the 
Minutries of Government for their guidanc.:. (Paragraph 206). 

Rl:PLy OF GOVERNMENT 

For Government Companies ot varyIng sIzes and engaged in 
diverse industries it is not possible to draw up a model Articles of 
Association. The common matters that should find place in the 
Articles of Association are already indicated in Schedule I of the 
Companies Act, 1956, which is a sufficient guide for the Administra-
tive Ministries floating new companies. Moreover, the Articles of 
Association of Government Companies are always vetted by the 
Department of Company Law which gives the required guidance 
to the AdministrativPJ Ministries. 

[Ministry of Indu.stry & Supply, O.M. No. 21/1/63-HECHE, dated, 
the 6th Feb., 1965]. 

COMMENTS OF THE COMMITrEE 

The Estimates Committee had in para 206 of its 35th Report on 
HEL noted that as a result of Government decisions, instruction' 
are usued /Tom time to time to the Pu.blic Undertak:ngs for incor
porating certain provisions in their Articles of Association so as to 
bring about a uniform pattern. The Committee feet that it would 
be deBiTable to c01l8olidate these instructions in one place. The 
provisions of the Companies Act or vetting by the Depari'T1u:nt of 
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Company Law tDOKld not be adequate lOT the purpose in trietD. 
The Committee, thn,elOf'e, t'ateratethe ~. 

~ ~SeriaI •. ·m) 

It would be seen tho.t even at p7'esent the cost of township at 
Bhopal is diBproportioqtely high and werkB out to as much as 
18.0 per cent of the total investment on the project as against 6 to 
9 per. cent at the tm-ee Steel Ptanu. !This high. nrtio may be corlSi-
derably W01'IeMd ,hml.1clthe ,.ewed progr~:l1nme fcrran adciitional 
outlay of RI. '1.toCt'OTes on township be taken up. During their 
"i8it to Bhopal the Study Ch'oup of the Committee gathered the 
impression that tnt! Bhopal township was very Sp7'awling and lack
ed compactneu. It is very essential that the cost of the township 
is kept to the absolute minimum. }t should also beaT a reasonable! 
proporti01l to the total cost of the Project. The Committee recom
mend, that utmo.<rt economy should be exercised in this regard.. 
(Paragr:lph 280). 

Ri:PLy OF GOVBoRNlII&NT 
,. Noted. It may, however, be stated that in the case of Steel 

Projects, the capital cost is compantively very high and the ratio 
of township cost to the total cost would work out less. Also the 
proportion of workers to the total cost will be less in the case of 
Steel Plants as compared a Heavy Electrical Plant. 
[Mmiatrw ot It'Idumy and Supply O.M. No. 21/1/63-HECHE, ~(lted 

the 6th February. 1965]. 
COMMEN'l'S OF mE COMMI'l'TEE 

The question ot expenditure on townahip has been dealt with in 
PaTes 6-13 of the 8th Report of the Committee on Public U"1der
takings on 'l'OtDUhip and Factory Bui1clings. They would, thcre
fOTe, like to punue thia fMtteT in their Action Taken Report on the 
8th Report. 



CHAPTER v 
RECOMMENDATIONS IN RESPECT OF WHICH FINAL REPLIES 

OF GOVERNMENT ARE STILL AWAITED 

Recommendation (Serial No. 73) 

The rep1'aentati'Ue otthe Ministry of Fi'AoClnCe on the Board of 
HEL 'IDGS serving on the Boords of as mtm.y as nine other pubLic 
undertakings. It was a.dmitted by him that it was heavy load of 
work for him. In fact, the CYjficer had resigned from five of these 
public undertakings recently. The Committee have noticed similar 
cases in certain other t£'Rdertakingsal90. They note ehat' Govern ... 
ment have recen.tlydecided that "no ~r 'tDhois also assigned 
ordinary Secretariat duties should be appointed Director in more 
'Itan three or four companies at the maximum. Finance Officers 

:should be selected as Directors only from such officers, who though 
'.uorking in the Ministry, win not be over-btttdened with other 

duties and win devote mainly to serving as Directors of p1.L'blic 
undertakings". They hope that these decisions would be imple

mented at an early date. (Paragraph 181). 

REPLY OF GOVERNMENT 

Noted. 

{Ministry of }ndustry & Supply O. M. No. 21f1/63-HECHE" dated 
the 6th Feb., 1965]. 

FuRTHER INFORMATION CALLED FOR BY THE COMMITTEE 

Whether the recommendation has been implemented. 

[L.S.S. a.M. No. 14-Pu/64, dated 6th Sept., 1966]. 

FURTHER REPLY OF GOVERNMENT 

" ...... the required information" bemg collected and will be 
sent to that Secretariat in due course. As the information is to be 
collected from a large number of Ministries, it may not be possible 
to furnish the same by 20th September, 1966. It will, however, be 
supplied to the Lok Sabha Secretariat as soon as it becomes ~vaiI-
~~ . 
{Ministry oj Industry O.M. No. Pr.C.16 (8) /64, dated, 17th Sept., 

1966]. 
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8eeommendation (Serial No. 105) 

The Committee tDOtIld u"ge that Government ihould indicate 
the priftCipte. to be 10UotDed by public undertaking, in the employ-
ment of ,.eti,.ecl pcncmtael at a wry early daU. (Pa,.agraph 246). 

FutiBa DO'ODIA'l'IOlf c..u.Lr.D J'OIl BY THE COMKl'l"l'D 

........ No reply has so far been received from the Ministry ot 
Home A1!a1rs regarding action taken by Government on recom-
mendation No. 105 cdiltained in the 35th report of EStima:.es Com-
mittee (3rd Lok Sabha). The Committee on Public Undertakings. 
are keen to present their Action Taken Report on the 35th Report 
of the Estimate. Committee during the current sessi<1n o.f Lok 
Sabha. I Ihall be grateful. if you kindly look into the matter and 
let UIS know whether any decision hu so far been taken by the-
Government in this regard. A very early reply is requested." 

[L.S.S. D.O. No. 14-PU /64, d4ted, 24th May, 1967]. 

I"uIr.rIu:R UPLY OJ' GoVJ:lllO.lZlft 

........ So far the Ministry of Home Affairs has not sent any 
:reply or comments. However, on a similar recommendation in the-
~2nd Report of the Estimates Committee (Paras 186-188) Ministry 
of Home Mairs have addressed the Bureau of Public Enterprises 
for taking neceuary action to issue a suitable circular to the Public 
Untiertakings. They have not so far finalised the circular smce the 
matter requires a further discussion with the Ministry of Home 
Mairs. They are likely to finalise and send a reply soon. 

That reply will inter-alia cover the recommendation No. 105 in 
the 35th Report of the Estimates Committee." 

(Ministry of Industrial Developmnt & Company Affair!, D.O. No. 
Pr. C. 16(8) /M, dated, the 31,-t May, 1967]. 

NEW DELHI; 
Augmt 8, 1987. 
Sruva'RQ 17, 1888 (Saka). 

D. N. TIWARY, 
Chairman, 

Committee on Public Undertaking!. 



APPENDIX I 

(vide reply to recommendation at Serial Nos. 11 & 12 in Chapter II" 

No. F. 33 (23) -E.G.I./60 

GovI:RNMI:NT or INDIA. 

MINISTRY OF FINANCE 

(Department of Extpenditure) 

New Delhi, the 27th September, 1960:. 

OFFICE MEMORANDUM 

SUBJECT: -Principles for fixing remuneration payable to Consultants. 

The Estimates Committee, in ~ 32 of their 8th Report (1957--
58) on the Naval Dockyard, Bombay, have recommended that Gov-
enunent should review the present position in regard to the fixation 
of fees for the consultants engaged by them in connection with the 
execution of various projects and should lay down principles on 
which remuneration should be paid to such consultants in - future 
contracts. AB the types of work for which consultancy arrange-
ments are entered into vary from project to project (the following 
are some of the types viz. (i) Preparation of a preliminary project 
report; (ii) Preparation of a detailed project report; (iii) Prepara-
tion of detailed drawings and designs for the plant or the works; 
(iv) Supervision of the installation of machinery, construction of 
plant and works with an attendant responsibility for stipulated per-
formance; (v) service in respect of speci:fic probl'ems), it is difficult" 
to lay down any hard and fast criteria on which the quantum of 
remuneration can be assessed or to lay down a schedule of rates. 
However. certain factors/principles have been listed below for the 
guidance of the Ministry, etc. who may have to enter into such 
arrangements in future. The items listed in the annexure should 
not be treated as an exhaustive (-ode but as points for guidance only. 
As the nature of work for which consultancy agreements become 
necessary vary from project to project and as much will depend on 
what is acceptable to the consultants who would be interested in a' 
particular job, each case will have to be considered on merits. 

85 
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2. A copy Of the reply sent to the Estimates Committee in this 
'Il'egard is enclosed. 

"l'o 

Sd./-

(C. R. KRISHNAMURTHY), 
Deputy Secretary to the Govt. of India.. 

All the Ministries of the Govt. of India, etc. 

Factors/Principles to be tll'ken into (rC'"OU'nt white entering into con· 
sultancy arrangements in future 

(i) Some of the items of work may have to be done in the coun-
"try, while others may have to be done outside. It is n'ec·~5ary. 
'therefore, that a clear indication in regard to both should be avail-
-able so as to determine the quantum of remun~ration. It would 
also be useful to include in the agreement a list of staff that would 

· be poeW within the country so that no confusion or dispute arise!! 
.t a later Btage. 

(s) Certain facilities may have to be made available to the con-
8u:ltants in regard to residential and oftice accommodation, travelling 
allowances both from the parent country to India and within India, 
provildon of ve:hieles, equipment, medieal facilitifs, etc. When as-
tteUing the remuneration, the incidence of such facilities should be 

· cleerly borne in mind. 

(ill) There should be a clause for premature determination of a 
'consultancy agreement in case the work is found to be unsatisfactory 
or not suitable, and there should be an indication in regard to the 
payment involved in case of such a contingency arising. As far as 
possible. the quantum of remuneration should approximate to the 

· quantum of work actually done and legitimate expenses incurred 
by the conaultanta. It should also be clearly laid down that what-
.~ work has been done by the consultants shall be the prope-rty 
,or the employer and all papers, drawings and designs etc. should be 
'-secured in suitable form before final payments are made. 

(iv) The consultancy agreement should also provide a safeguard 
"'to the employer in the contingent of any infringement of patent 
rights during their employment or in future and the consultants 

JIIlust be required to guarantee fndernunification for ell thlll,. 
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(v) The taxation aspects in respect of the remuneration, salaries. 
etc. paid should be kept in mind and ~t left open, as othenvire:-
foreign consultants are likely to claim tax rem.issions later. 

(vi) In the case of certain consultancY' agreements, utilisation of 
some patent rights may be invOlved, which may requil'epayment of" 
royalty or fees for several years to come. As far as practjcable,. 
such perpetual payments should be avoided- unless justifit>d on finan-
cial grounds. 

(vii) The foreign exchange aspects should also be k-ept in vi'ew, 
and as far as possible the consultants should· be required to work 
within India with the help of local personnel so as to reduce pay-
ments in foreign currency. 

(viii) When payments are to be made in foreign currency it~ 

would be better to deposit the rupee equivalent in a bank in India 
nominated by the Consultants and remittance facility allowed. 

(ix) A penalty clause should be provided (in addition to the .. 
right to determine the agreement) in case of delay in execution or 
unsatisfactory performance and also a right to postpone the lJay-
Dlent of every instalment in such a situation should be secured. 

(x) Remuneration for consultancy service: 
(a) Fixation of remuneration as a percentage of the total cost 

of the project or as a percentage of the cost of plants and 
machinery, is open to objection as the incentive for eco-
nomy in designing is lost thereby. Secondly, it would 
be difficult to know in advance what the commitments on,: 
account of the consultants' fe'es would be. Thirdly, it 
might result in unintended benefit on account of the in-
crease in cost of work due to extraneous reasons like-
contractors' delays and failures. In order to avoid these 
difficulties, the fees as far as possible when based on a 
percentage, should be calculated on the basis of the esti-
mated cost and expressed in the consultancy agre€ment 
as a definite figure. If n€cessary, provision may be made 
for varying the figure by negotiation if the scope of the 
project is changed and, as a result, a substantial change' 
occurs in the actual cost. 

(b) Where a fixed fee payable either in lump "urn or in instal-
ments is agreed to and where the consultants require a' 
portion of the fete within a few days of the agreement be-
ing signed, it would be necessary to limit the payment 'to 
as small an amount as practicable. The payment of the-' 
remaining amounts may be fixed in instalments, e.g., at: 
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-the submission of the project reports, at the submission 
of the drawings and de.:;igns, during erection period and 
when the plant has gone into production and given satis-
factory performance. It would be necessary that the last 
instalment should be as substantial as possible, as in case 
of a serious defect or failure, it would be possible to" 
withhold the last instalment. The quantum of the instal-
ments, as far as practicable, should ,be based on the 
amount of work donp.. 

I'(e) . In regard to fee for patented rights and processes, it 
Ihould be considered whether it would be advantageous 
to OOy such rights outright or to make payments on year-
ly buts. 

f(d) In all cases, the interests of the projects should be SUitably 
, safeguarded. 



APPENDIX D 
(vide Teply to recommendation at serial No. 57 in Chapter II) 

No. 4:1-Adv. (c) /Cir-16/67 
GoVERNKENT OF INDIA 

MINISTRY OF FINANCE 
(Bureau of Public Enterprises) 

Dated 20th Ian.. 1967. 

OFFICE MEMORANDUM 

The Committee on Public Undertakings has observed that it 
would be possible to effect considerable t:!Conomy in the construc-
tion cost of factory buildings, if an independent check is exercised 
over the plans, designs, and specifications proposed by the consult-
ants. It would also have the additional advantage of our acquiring 
the technical know-how. 

2. The Ministry of Industry etc. are requested to advise the Pub-
lic Enterprises under their charge the desirability of conducting an 
independent scrutiny on the plans, designs and specifieations sugges-
ted by the consultants and to effect changes wherever necessary to 
suit indigenous requirements, availability of local materials and cli-
matic conditions. 

"0 

Sd./-
(R. C. DUTT), 

Secretary to the Govt. of India and 
Director General, Bureau Of 

Public Ente1'prises 

All Ministries/Departments of Govt. of India. 
All F As in the Deptt. of Expenditure. 



APPENDIX m 
(vide reply to Tecommmadation. at Serial No. 115 in Chapte'r II) 

No. F.3(5)-PC/83 
Govr.attoa:lft CYI' INDIA 

MINISTRY OF FINANCE 
(Department of Expenditure) 

New Delhi, the 22nd October, 1963., 

OFFICE MEMORANDUM 

SvBncT.-Principles regarding nature and extent of foreign colla
bMation. 

The undersigned is directed to enclose a cow of the reply given 
to paras 79 and 275 of the 32nd Report of the Estimates Committee-
1962-63 (Third Lok Sabha) together with tbeCommittee's recom-
mendation in para 266 of their 35th Report em the subject men-
tioned above. It is requested that the Estimates Committee's re-
commendations may please be brought to the notice of the various 
Public Undertakings for information and guidance. 

'1'0 

Sd./- ' 

(E. R. K. MENON), 

Under Secretary to the GOt:t. of India. 

All Ministries/Departments of the Govt. of India. 
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APPBNDIX IV 

(Vide IntrOduction 

Analysis of the action lakm by GOf1er1mtInI on tlie recommendalions CJ)ntaiMd 
in the Thirty-Fifth Report of the Estimates Committee (Third Lok 
SoMa). 

1. Total Number of recommendations mas;le: 

II. Recommendations that have been accepted by Govern-
ment (Vide S1. Nos. 1,2,4,7,8,9, II, 12, 13, I~ IS, 16, 
17,18,19,22,23,24,25,26,.27,28,29,30, 31 (ii), 3.~, 
34, 35, 36, 37, 41, 43, 44, 46, 48, 49, 50, 51, 52, 53, 54, 
55, 56, 57, 59, 60, 61, 62, 63, 64, 65, 67, 68, 69, 70, 72, 
74, 75, 77, ,s, 79, 81, 82, 83, 85, 87, 88, go, 93, 94, 9S, 
97, 98, 99, 100, 102, 106, 107, 114, lIS, 116, 119, 120, 
122, 123, 124, 125, 127, 128, 129 

Number 
Percentage to total 

I II. Recommendations which the Committee do nct desire 
to pursue in view of Government . reply (Vide S1. Nos. 
5, 10,20,21,32,39,40,42,45,47,66,71,80, 84, 89, 
91,92,96,101,103, 104, 108, 109, no, III, Il2, 
113, 117, liB, 126, 130, 131 

Number 
Percemage to total 

IV. Recommendations in respect of which replies of 
Govermnent have not been accepted by the 
Committee (Vide Sl. Nos. 3,6, 31('),38, 58,69, 76, 
86, 121) . 

Number: 
Percentage to total 

V. Recommendations in respect of which final replies of 
Government are still awaited (Vide 81. Nos. 73, 105) 

Number 
Percentage to total 

93 
GMGIPND-J83S (Aii) LS-J:z-8-67-Il74. 
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SI. No. Name of Agent Acency No. SI. No. Name of ApIlt Alene}' No. 

18. W. Newman & Company Ltd., 44 ~9· Oxford Book & StatiOBer, 68 
3, Old Court House Street. Co mpanib Sclodia House, 
CaIc:utta. Connau t Pllce, N •• Delhi.-I.' 

19. Firma K. L. Mukhopadhyay, 82 30. Poeple's PublilhinJ House, 16 
6/IA, Banchharam Aknu Rani~ROI , 
Lane. Clkutt'-I~. New l. 

DBLHI 

~. Jain Book Agency, 31. The United Book ~Cy, 88 
Commlabt Place, New Delhi. ~8, Amrit Klur et, 

lhar Gan;, 
New Delhi. 

u. Sit Narlin & Sonl, 3 3a. Hind Book House, " 3141, Mohd. Ali Bazar, 8~, Janpath, 
Marl Gate, Delhi. New Delhi. 

22. Atma Ram & Sons, 9 
Kashmere Gate, Delhi-6. 

23· J. M. Jaina at Brothers, II 33· Book well, 
Marl Gate, Delhi. -t, Sant Naranuri ColOny, ,6 

The Central News A~cy, 
~~wlY Camp, 

1.4. IS 1-9. 
23/90, Connaught lice, 
New Delhi. MANIPUR 

as· The ~ Book Store. 10 
7-L, aught Circus, 3~· Shri N. Chlob Sinah, '7 N.w Delhi. News Alent, 

a6. Lakahmi Book Stoze, 
Ramlal PIUI High School Annexe, 

t!' Municipal Market. 
Z3 Imphal. 

anpath. New Delhi. 

~7· Bahree Brotbul, Z7 AGENTS IN FOREIGN 
188, La;patrai Market, COUNTRIES 
Ddbi-6. 

'f. Jlyaua Boolt D~t, 3'· The Secretary, 
66 Establishment Department, 

Cba~al. Uln, The H~h Commillion of India, 
Karo Baab. New Delbi. India ouae, 

Aldwych. LONDON, W.C. -z. 
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