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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings, having been 
authorised by the Committee ,to submit the Report on their behalf. 
present this Twenty-seventh Report on Planning, Management and 
Administration of Kerala State Government Companies. 

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

( 1) Travancore Titanium Products Ltd., Trivandrum; 
(2) Travancore-Cochin Chemicals Ltd., Udyogamandal; 
(3) The Plantation Corporation of Kerala Ltd., Kottayam; 
(4) The Trivandrum Rubber Works Ltd., Trivandrum; 
(5) Kerala Ceramics Ltd., Kundara; 
(6) Kerala Premo Pipe Factory Ltd., Trivandrum; and 
(7) Traco Cable Co. Ltd., Ernakulam. 

3. The Committee have submitted seven Reports on the working 
of the above Companies. In this Report the Committee have dealt 
with some of the ac;pects relating to planning, management and 
.administration of the Government owned companies of the State. 
The Comittee took evidence of the Chief Secretary and other senior 
officials of the Government of Kerala on the 4th February, 1966 at 
Trivandrum. The Report was adopted by the Committee on the lIth 
April, 1966. 

4. The Committee wish to express thanks to the officers of the 
Kerala State Government and the companies concerned for placing 
before them the materials and information that they wanted in connec-
tion with their examination. 

NEW DELHI; 
April 19, 1966. 
Chaitra29,l888 (Saki)-: 

D. N. TIWARY, 
Chairman. 

Committee on Public Undertakings. 

(v) 
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INTRODUCTORY 

KeraIa is densely populated and unemployment is a 
major problem facing the Government. Though increased 
agricultural activity should go a long way to mitigate un-
employment it is on industrialisation that the Government 
has to depend for a better solution of the problem. The 
State abounds in important industrial raw materials, has 
good transport facilities by road, rail and waterways, a 
major Port and finally a liter.~te and intelligent labour. 

2. The public sector in the State includes an extensive 
range of enterprises, plantations, power projects etc. The 
Government, however, does not have an Industrial Policy 
Resolution as the Government of India has and the broad 
division between the public sector and the private sector is 
not defined. The State has been unable to find the finances 
for putting up major public sector projects. However, the 
Government of India has located some of the Central 
Undertakings in the State and private persons have also 
started new industries there. 

3. The Committee examined the working of seven 
undertakings in detail and eleven undertakings in general. 
The investment in these companies is given in Appendix 1. 

4. The Committee have submitted seven reports on the 
working of the companies which were examined in detail. 
In this report some of the general aspects relating to the 
working of the State Undertakings have been discussed. 

5. The Committee were not generally impressed with 
the manner and circumstance under which most of the public 
sector ul1dcrtaking.~ were established in the State. In a 
few cases Government had to step in when the companies 
owned by a majority of private shareholders ran into diffi-
culties. Here, it was found that a proper study had not 
been conducted to find out what the shortcomings of the 
companies were and how best they could be set right. In 
so far as new industries were concerned, a proper techno-
economic feasibility study was not usually conducted before 
the venture was undertaken or before expansion took place 
with the result that some of the undertakings are not econo-
mic.ally viable. 
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6. As there is a large variety and number of unde,· 

takings in the public sector, one would have expected the 
Industries Department to have a good Technical Planning 
Cell under it. There are -several problems of organisation 
and planning in the setting up of industries and these have 
to be dealt with in a specialised and scientific manner. The 
Committee on Plan Projects of the Planning Commission 
have prepared several excellent documents on various 
aspects that should be examined and worked out during the 
various stages of establishment of a project. These may be 
taken as guides by the Kerala Government. 

7. The Industries Department would do well to organise 
a well-equipped and suitably staffed Technical Planning Cell 
to concentrate on the broader technical and economic 
aspects of the Projects. The Cell should be entrusted with 
thr task of examining the Projects from the point of view 
of their technical feasibility, economic soundness etc., study
ing the various stages 0/ their execution and coordination 
at the policy and administrative level. In the opinion of 
the Committee the setting up of such a cell would contribute 
to the speedy implementation 0/ the industrial projects and 
to their efficient working. 
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MANAGEMENT 
A. Boards of Directors 

8. The Committee examined the constitution of the OfItoials on 
Boards of Directors of 18 Companies and an analysis of Boards. 
their composition is as follows:-

Officials. 

14 

Chairmen 

Non-Olfi-
daIs. 

4 

Boards of Directors including 
Chairmen ~:1d Managing Direc-

tors 

Non-Officials 

90 50 

9. It will be seen that out of a total of 140 persons on 
the 18 Boards, 90 are officials and 50 are non-officiaIs. The 
details are given in Appendix I. 

10. As a general policy, in the case of Government 
owned companies, the strength of the Directors has been 
fixed as seven and the ratio of officials to non-officials has 
been fixed as 5 : 2. In the KSIDC there are 7 ofticials and 
4 non-officials including the Chairman. 

11. The Committee were informed that the officials on 
the Boards were placed in a majority with the main object 
of retaining control by Government in the working of the 
companies. 

12. A Board of Directors should, apart from its role of 
advising and guiding the affairs of the company, be able to 
initiate, decide and supervise. To that extent, it is not 
enough if the Directors merely safeguard Government's 
interests in the organisation. They should be able to 
play a more positive role in conducting the aDairs of the 
undertaking by fully appreciating its commercial character 
and adopting policies in keeping with this factor. In a Soard 
domi1'Ull8d by Government officials there is a danger that 
there might be a tendency t()think in terms of safeguards 
41Jd, tWoidance. gf risks. rather tJwt adopting a healthy com
mercial outlook as a company should. 

3 



Senior 
OfIlclels 
on 

Boards. 

4 

13. The Committee, therefore, recommend that tM 
practice of having a majority of Government official9 on 
the Boards should be reconsidered. More non-officials with 
experience of industrial management but who have no con
flicting business interests with the company should be 
brought on these Boards. A Board should have financial 
and administrative talent, technical skill and representatives 
of labour and personnel management. 

14. The Chief Secretary of the State is a Director of 4 
companies, one of which is under the Kerala Government, 
2 under the Central Government and one a private sector 
undertaking in which the Kerala Government is a share 
holder. The Finance Secretary and the Industries Secretary 
arc Directors of 7 undertakings each. The Director of 
Industries is a Director of 11 Companies. 

15. In this connection the Committee would draw the 
attention of the Kerala Government to the decision of the 
Government of India based on various reports and studies on 
the running of the public sector undertakings, that no 
Secretary of a Ministry jDepartment shall be a Member of 
any Board. 

16. The Committee re:llise that the conditions applicable 
to the Central Government and Undertakings of the Gov-
ernment of India may not be exactly applicable in a smal1 
State like Kerala where a greater amount of Governmental 
direction might be required in managing the companies. 
However, the Committee feel that it would be better if the 
Chief Secretary or the Secretaries of the Departments are 
not on the Boards, either as Chairman or as Directors. It 
is better that the policy-making functions and executive 
junctions are kept separate and are not merged by associa
ting a Secretary with the examination of a scheme which he 
has pr.eviously approved as a Director or Chairman of an 
undertaking. 

17. The Committee recommend that the officials on a 
Board of Directors should normally consist of a representa
.tiv(' of the Finance Department, the Industries Department 
(where the industry is under that Department) or the repre
sentative of the Department concerned and a representative 
of a Department directly interested in the goods produced 
e.g. the Electricity Board in the case of transformers, cables 
etc., or the Forest Department ;n the case of plantations, 
plywood etc. This would limit the number of officiols on 
each Board. The Committee also see no PUfPO~ in halling 
2 officials from the sam~ Department on tJM Board e.g. the 
Secretary, Industries Department and the Director of indus
tries are common members on the BOtIf'tls ·trl 3 companies. 



s 
18. In the case of the Chairman, the ideal arrangement Chairm~ 

would be to appoint a non-official to lead the Board of of Bo . 
Directors. They must be men of provenability with ample 
time to attend to the problems of the organisation. The 
Committee noticed in this connection that two non-officials 
on the Boards were Directors of as many as 17 and 20 
companies. It would, therefore, be difficult for such men 
to devote the required time to be Chairman of a big Gov-
ernment Company. 

19. The Committee noticed that in the case of five com-
panies, Government had appointed a common full-time 
Chairman. This was stated to be on an experimental basis 
to help in the reorganisation of these companies which were 
fomlerly departmentally managed and recently converted 
into Joint Stock Companies. The Government hoped to re-
examine the issue after the initial period. 

20. The Committee appreciate the idea of having a com
mon full-time Chairman for titese companies. It would help 
greatly in coordinating their working, applying uniform 
standards in administration, solving common problems, hav-
ing a single channel for liaison with Government etc. It 
would place the General Managers in a position where they 
can constantly ohtain advice on their day to day problems 
and it would also give them a greater sense of responsibility 
as their working would be constantly watched. 

21. If thi ... experiment succeeds. the same system can be 
followed for other companies. 

22. Another feature which was noticed in regard to Same om-
the Boards was that some of the officials were Directors of cialt III !>l-

I be f . S f h' rec or o. a very arge num r 0 compames. orne 0 t e tnstances many com-
are as folloW5:- panies. 

Chief Secretary 
Industries Secretary 

Finance Secretary 

Direct(lr (If Industries. 

No.o/Companies 

4 
7 (excluding Electri-

city Board) 

9 (excluding Electri-
city Board and Flyin ~ 
Committee ). 

. II 

Managing Director. KSIDC, Trivandrum IS 

Managing Director, F.A.C.T., Alwaye 9 
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23. The Committee feel that it would be extremely diffi-
cult for an officer t9 be able to devote time to so many 
companies if he is to carry out his duties efficiently. The 
Committee discussed this matter with the representatives of 
Government who felt that a person who was on a large 
num.ber of Boards found it difficult even to attend all the 
Board meetings. In the Committee's view a person should 
not be a Director 01 more' than 3 or at the most 4 com
panies. 

B. Top Management 
24. Six of the 18 Government undertakings have Mana-

ging Directors and the rest have General Managers. In four 
cases, the Managing Directors were lAS officers and in the 
other two, they were officials on deputation to the Com-
panies. In the case of General Managers, almost all of 
them were deputationists from Government Departments. 

25. The Committee found one disquieting feature in 
most of these undertakings i.e. the absence of a second 
line of Management. The Managing Director or the 
General Manager was in sole charge of administration in-
eluding personnel and factory management and also of the 
commercial side of the organization. including sales. The 
second senior-most person of the factory was the Works 
Manager or the Officer in charge of the technical side of 
the factory. 

26. When the Chief Executive of a company retires or 
is transferred back to his parent Department the vacancy is 
filled by another deputationist who is usually not conversant 
with Company management. He has to acquire skill in 
his new post. Modem business management is a highly 
developed science and requires good knowledge of personnel 
administration, business methods, marketing techniques, 
materials management etc. By the time he acquires this 
knowledge and starts to apply it, he is transferred. In fact 
the Committee came across several instances where the 
chief executives were transferred wi-thin one or two years of 
their appointment. 

27. The result of this is that the Company suffers. 
This CQ1I. be remedied to a g,.eat extent by having a second 
line 01 management. These men must be trained in busi
nns administration and should be able in ti1M to shoulder 
the responsibilities of tM chief execlltive either when he 
goes on leave or wilen lie is~. rM tIIlvantage to 
Govemment is that the Cf1MPIlJfY will be in the hands qf II 
competent maned perscm. 
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28. The second advantage is that the second line execu
tive would share the burdens of management with the 
chief executive. It seems that the multifarious activities 
that a General Manager has to attend to are so numerous 
that he does not find sufficient time to devote to each 
problem according to the attention it needs. This is not a 
satisfactory position. '''1 
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GOVERNMENT CONTROL 

29. The main method of Government control over the 
companies is through the appointment of Government offi-
cials as Directors of the companies. The position is as 
follows:-

(i) Fully Government owned companies: 

The number of Directors is determined by Government 
and the Chainnan, Directors and Managing Director are 
also appointed by it. The majority of the Directors are 
officials and no quorum for a Board meeting is complete 
unless at least two official Directors are present. 

(ii) Companies in which Government hold majority 
shares: 

The Boards of Directors are constituted in such a way 
that the Government Directors have the controlling voice. 
The Managing Directors/General Managers are also Gov-
ernment officers. 

30. Government is also empowered to issue directions 
or instructions in regard to the affairs or conduct of business 
of the company and the company has to comply with such 
instructions. 

31. The Industries Department of the Government 
receives monthly progress reports from the Kerala State 
Industrial Development Corporation and the Travancore-
Cochin Chemicals Ltd. and quarterly reports from the Gov-
ernment owned companies. Three sections within the 
Department examine these Reports. The form of quarterly 
returns from Government owned companies was prescribed 
on the advice of the Accountant-General. 

32. The Committee found that in actual practice Gov
ernment control remained very vague and undefined. The 
Industries Department received the returns from the Com
panies but such returns tend to be treated in a routine 
manner and it is doubtful if tury analysis of 1M information 
received was mode, important issues requiring Government's 
attention were culled out and fNrther follow up act;on was 

8 
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taken. If the returns are merely filed, it serves no purpose 
and is a waste of time both of .the companie!J who prepare 
and send them and of the Government Department concern
ed, who receives them .. 

33. The Committee came across instances where Gov-
ernment did not seem to be aware of the difficulties of the 
undertakings though they were such as to cause substantial 
continuous loss in the working Tesults. The cuse of the 
faulty chimney in the Kerala Ceramics Ltd., which was dealt 
with by the Committee in their Twentieth Report is one 
such instance. The difficulties of the Premo Pipe Factory 
for want of adequate working capital is another instance. 

34. The Committee feel that the Government Depart- ~portiDc 
ments concerned, especially the Industries Department )'Stem. 
should be well aware of the problems of the Government 
companies. There should be a proper reporting system 
between the company and Government. This should be 
(a) by periodical returns giving details of the working of 
the factory including among other items, the position about 
raw materials, production, sales, a CMt analysis and a 
narrative of the proh/.!'m ~ of the factory in regard to specific 
items and (b) by ad hoc communications to Government on 
matters of importance as they are likely to I happen or as 
soon as they have happened. 

35. Besides these, the Committee recommend that the 
Government Directors on the Boards should take greater 
interest in the working of the factories and report to Gov
ernment on any matter which they think requires attention 
or looking into. The Government Directors, more than any 
one else, should be watchdogs of the public exchequer in so 
far as the companies are concerned. 
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POWER AND WATER 

A. Power Cuts 

36. One of the major problems facing the Kerala 
industries today is the shortage of power. Every summer 
since 1962, the industries in Kerala have had to face a 
severe power cut. This year it has been the worst of all 
because of the failure of the monsoon last year. 

btent of 37. How severe the effect of the power cuts on produc-
dlO11S~ pro- tion has been, will be seen from the following examples:-

uction. 

F.A.C.T. Udyogmandal 

-----------------------
Loss in production 

1962.-63 Rs. 2' 5 crores. 
1963-64 Rs. 2 crores. 
1964-65 Rs. I' 5 crores. 

In 1965-66 the losses aTe expected to be very much 
higher due to longer duration of the power cut. 

Travancore-C ochin Chemicals, U dyogmandal 

1961-62 

1962-63 

1963-64 

1964-65 

No. of Loss in production. 
days of 
power-cut 

51 Rs. 2' 2.0 lakhs. 

100 Rs. 9'00 lakhs. 

135 Rs. 30'00 lakhs. 

88 Rs. 22'00 lakhs. 

1965-66 (June to December 
Rs. 40' 00 lakhs. 1966) 



--------
Annual Expected loss in pro-

production duction due to power 
cut in 1965-66 

I. Trivandrum Rubber Works 
Ltd. 

(Rs.lakhs) 

4°'00 
2. Trivandrwn Spinning Mills 

Ltd. 
3· Kcrala Ceramics Ltd. 
4. Kerala Soaps and Oils 
5. Kerala Electrical and Allied 

Eng-incering Co. (P) Ltd. 20'00 
- ... ------.- -- - -_ ... _---_.-------

(Rs.lakhs) 

17'00 

4'22 

35'00 

.38. Kera~a depends alm?st entirely on its hydro-electric Hydel 
projects for Its power requIrements. The total generating Schemes. 
capacity of the five major hydel units, e.g. the Pallivasal, 
Shenkulam) Poringal Kuthu, Neriamanglam and Panniar 
is about 200 MW. The last two projects were commission-
ed during the Third Five Plan period but unfortunately have 
not been able to achieve their rated capacity because of the 
failure of the monsoons year after year. 

39. The failure of the monsoons during 1965 was 
much worse than in previous years and the water storage 
position in the hyde! reservoirs for power generation 
became very critical. The daily generation from the hydel 
stations was 32 lakh units before the cut was imposed. With 
the available storage, the capability of the hydel system 
during the current summer is only 14 lakh units per day. 
Thus there is a shortage of capability equivalent to 18 lakh 
units per day. 

40. To supplement the power generated in the State, a Supply 
temporary supply is being availed from the Mysore State from My_ 
through the Madras transmission system from December sore. 
1965. This supply ranges between 2 and 3 lath units. 

41. The power cut in the case of industries is now 50 per cent 
50~.{-). In the case of some industries, where the process of ~wer cut 
production is such that the machinery does not permit a ~r indus-
shut down of electricity for any interval, the workers are e •. 
laid off and the factory closed. Industrial production has 
been very adversely affected, not to mention tM difficulties 
faced by the workers who are laid off. 
155 (aii) L.S.-2. 
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4:.l. For the future, the hydel schemes under construc-
tion are:-

Sholayar 54 MW 
Sabarigiri 300 MW 
Kuttiadi 90 MW 

Of these, Sholayar Project was due to be commissioned last 
year, but is not ready yet. The first generator of Sabari-
giri Project of 100 MW capacity is scheduled to go into 
production in April 1966 but water there is sufficient only 
to generate 30 MW. 

43. Assuming that all the present schemes go into full 
production the demand is. expected to overtake the 
production by 1971. If monsoons fail, the power cuts will 
continue and industry will suffer. 

Thermal 44. The Committee were informed that the State Gov-
Station. ernment has been anxious over this unhappy state of affairs 

and had prepared a scheme for the installation of a 100 MW 
thermal power station in the Cochin area. using furnace oil 
available from the Cochin Refinery. A Technical Committee 
of the Planning Commission and the Central Water and 
Power Commission of the Government of India examined 
this proposal and rejected it. The Kerala State Electricity 
Board has now prepared another proposal for the establish-
ment of a 30 MW station inithlly, followed by a 50 MW 
station later. This scheme has now been sent to the Govern-
ment of India for approval. 

45. The Chief Secretary in his evidence before the Com-
mittee stated that the minimum requirement of the State was 
a 100 MW thermal plant and that if this was not installed 
it might create serious difficulties, as were being experienced 
at present. when the monsoons fail. 

46. The Committee examined this m'1tter and are con
vinced that if a thermal station is not installed in the State. 
difficulties. in so far as industrial production in the State is 
concerned, are bound to continue. 

47. No industry can thrive if it has to reduce production 
to one half for about 100 days in a year. There are several 
new factories and additional new plants in the existing fac-
tories which have been erected in many parts of the Kerala 
State which are waiting fOf power in order to be oommis-
sioned. Such a state of affairs if allowed to cootinue is bound 
to have adverse effects on the economy of the State. The 
present power cut is for six months. In an already densely 
populated State. the creation of further unemployment by 
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lay-off of industrial workers, creates several social prob-
lems. The Committee feel that a 100MW Thermal Unit 
would meet the requirements of the State in full. Hence the 
proposal is worth reconsideration by the Central Govern
ment. Further, the plant, when set up, should be on a top 
priority basis. 

48. The Committee further enquired if it would not be Private 
feasible for some of the factories to set up small generators of generators. 
their own to meet their needs when the power cuts take 
place. The Chief Engineer of the Kerala State Electricity 
Board in his evidence before the Committee stated that as 
against 8.4 paise per unit which a factory paid for electri-
city, it might have to spend 20 to 25 paise per unit if the 
generator was to be used only for a few months during the 
power cuts. This undoubtedly is very high. 

49. The Committee recommend that it should be 
examined, where say six Or seven big factories are in a group 
as in the Alwaye, Ernakulam or Qui/on area, whether it 
would not be advisable to have a common thermal plant or 
a common generator. This will be cheaper than having 
individual generators. It may be a little more costly than 
hydel power but since most 0/ the industries in this country 
depend on thermal power rather than hydel power. there is 
no reason why the Kerola indu.'itries should not do likewise. 

B. Water problem in the Alwaye Industrial belt 

50. The Managing Director of the Fertilizers and Che-
micals Travancore Ltd.. Udyogmandal had submitted the 
following Memorandum to the Committee in regard to the 
difficulties of water in the Alwaye Industrial belt:-

"Periyar is the river that supplies both process and 
cooling water to the various industrial units lo-
cated in the AlwayelCochin Industrial belt. 
Drinking water for the region as well as for 
the Municipalities of Alwaye, Emakulam. Co-
chin, Fort Cochin and Willington Island are 
also met from the Periyar. Originally Periyar 
had a reasonable flow in summer to keep down 
salinity. The minimum flow required to keep 
down salinity is between 800 to 850 cusecs. This 
flow has been considerably reduced as a result 
of the projects that had come up in the course 
of the last decade. An irrigation project called 
Periyar Valley Scheme takes away a sizeable 
portion of the wa:;!r available during summer. 
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In addition, nearly 200 cusecs are drawn for 
lift irrigation purposes. As a result the summer 
flow is around 300 cusecs at present. During 
summer, FACT spends considerable sums of 
money every year to put up temporary bunds 
and locks to stop ingress of salinity. The Irri-
gation Department also supplements FACT's 
effort to a certain extent. 

The Iddikki Power Project which has been sanc-
tioned will be diverting Periyar waters to the 
Moovattupuzha river. Iddikki's discharge will 
be of the order of 1,800 cusecs. The Moovat-
tupuzha basin does not require under any cir-
cumstances more than 200 to 300 cusecs. Most 
of the water will, therefore, be wasted into the 
backwater. 

The Iddikki Project has been conceived in such man-
ner that a diversion of the tail waters back to 
the Periyar will not be possible. Alternative 
sources of water to augment the summer flow 
in the Periyar have therefore to be found. 

The Kerala Government had submitted a scheme 
called the Edamalayar Project on the Periyar to 
provide for an adequate dicharge of water into 
the river during summer. It involves the instal-
lation of a small power station also. When 
this scheme is established Periyar would be 
assured of an adequate summer flow to keep 
down salinity. The Government of India have 
not yet approved of this scheme. The scheme 
is vitally important to the industries of the 
region because. apart from the existing indus-
tries. a number of new industries requiring con-
siderable quantities of water will be getting es-
tablished in the next few years. In the absence 
of an adequate summer flow these factories will 
be forced to close down for atieast four months. 
The temporary arrangements now being done by 
FACT and the Irrigation Department will be 
totally inadequate to prevent this calamity. If 
the Edamalayar 'Pr('jec~ is not sanctioned quick-
ly and put through with expedition. we will be 
facing an ironical situation by 1970·71 with 
plenty of power to run industry but no water 
during summer to sustain them. 
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The Edamalayar Scheme can be taken up in two 
phases i.e., Dam proper in the first phase and 
the power station in the second. The construc-
tion of the dam and the installation of penstock 
pipes would not involve any foreign exchange. 
The Kerala State Government as welI as the 
Government of India should, therefore, take 
this scheme on a high priority basis to safe-
guard the continuous production of the indus-
tries in ErnakulamlAlwaye belt". 

51. The Committee understand that in 1962 a serious 
situation had developed and all the factories were closed 
down for periods ranging from a few weeks to a few months 
due to influx of salinity. Many chemical factories, especially 
in the public sector, are located in the Alwaye area and 
saline water is likely to damage the plant and equipment of 
these factories. 

52. The Committee recommend that the Kerala State 
Government and the Central Water and Power Commission 
of the Government of India might study the problem and 
take adequate measures to ensure that the factories in the 
A lwaye industrial belt are not affected by lack of good 
water. If proper measures are not taken, there might be dis
location of production in this hub of Kerala's industries, 
with deterimental effects to the State. 
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V 
FINANCIAL MA TIERS 

A. Supplementary audit by C. & A. G. 

53. During their evidence before the Committee, the 
managements of certain Kerala State Government Compa-
nies represented that the Supplementary or test audit of 
their accounts, carried out in accordance with the provisions 
of Section 619 (3) (b) of the Companies Act, was very de-
tailed in nature, followed the pattern of audit of Government 
Departments and entailed duplication of the work of pro-
fessional auditors. The Comptroller and Auditor General has, 
however, informed the Committee that care was taken to 
avoid duplication of the work of professional auditors and 
the audit was confined to propreity-cum-efficiency aspects. 
In case any work done by the professional auditors was also 
done by Government auditors, test check was merely to sa-
tisfy themselves about the accuracy of their work. 

54. The Committee recommend that the C. & A .G. / A .G. 
Kerala might look into the matter and see that while the sta
tutory requirements of audit are complied with, . the under
takings concerned are not put to any undue strain in attend
ing to the audit work. 

B. Review of working by Finance Depart.ment 
55. The Committee noted that in addition to the com-

ments of the Comptroller and Auditor General under Section 
619 (4) of the Companies Act. thQ annual reports of cer-
tain Kcrala State Government Companies contained the 
comments of the Finance Secretary to the Government of 
Kerala as well. They were informed that a provision had been 
made in the Articles of Association of the newly formed 
companies with a view to providing Government an oppor-
tunity to review their wOTking from year to year. 

~6. In this connection Sec. 107 of the Articles of Asso-
ciation of the KeraJa Premo-Pipe Factory Ltd. is reproduc-
ed below:-

"The Company shall submit a copy of the Balance 
Sheet and Profit '" Loss Accounts with a copy 
of the Auditor's Report to the Finance Secre-
tary to the Government of Kerala who shall 
have the right to comment upon or supplement 
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the Audit Report in such manner as he may 
think fit. Any such comment upon or supple-
ment to the Audit Report shall be placed be-
fore the annual general meeting of the com-
pany at the same time and in the same manner 
as the audit Report". 

57. There is no such provision in the Articles of Asso-
ciation of Central Government Companies with much larger 
investment. This extra check in the case of Kerala State 
Government Companies seems to be unnecessary, particu
larly when the officials of the Administrative and Finance 
Departments of the State Government are members of the 
Boards of Directors of these companies and can therefore, 
place the viewpoint of the State Government at the Board 
meetings. They can also obtain any information desired 
from the Company. Besides this the company also submits 
certain statements about its working to Government. In 
view of this, the position may be reviewed by the State Gov
ernment to determine whether such a provision in the 
Articles of Association of State Government Companies is 
necessary. 

58. The Committee would, however, recommend that 
the desirability of the State Government presenting a review 
on the working of State Government Companies to the State 
Legislature / Parliament when laying their A nnual Reports 
before the State Legislature/Parliament may be considered. 
In the cllse of Central Government Companies, Sec. 619 
(A) (1 J of the Indian Companies Act lays down that such 
(l revieM shollld be presented together with their anMOI 
reports. 



Need to 
evaluate 
accurate 
cost. 

VI 

COST ACCOUNTING 

59. The Committee found that cost accounting was not 
given the importance it deserves, in practically all the fac-
tories. Even in the bigger companies like the Travancore-
Cochin Chemicals Ltd. it was found that cost accoullting 
was not done in a scientific manner and required consider-
able improvement. 

60. It is necessary for the companie5 to know accurate 
costs of their various products. For this purpose it is neces-
sary to aportion the cost of the materials and stores con-
sumed, the labour expanded and the works and establish-
ment charges incurred, in an equitable and systematic 
manner in order to indicate the true cost of a job or the 
production cost per article per ton, per barrel or per standard 
unit, not only on completion of the products but in their 
various stages of production. Apart from this, cost account-
ing is the greatest weapon in the hands of the management 
for increasing operational efficiency, for reducing costs by 
improving organisation and effecting economies by increas-
ing output and finally for controlling leakages and wastages, 
both accidential and deliberate. 

Apathy to- 61. The Committee not only found that cost accounting 
wards cost- was not done but that there was certain apathy towards this 
In,. matter. For example the Trivandrwn Rubber Works Ltd. 

stated as follows in regard to cost accounting in the com-
pany:-

"Cost accounts are not maintained for all the pro-
ductive items since it will involve larger labour, 
require more staff whereby the cost of costing 
may become heavy". 

62. This is not a correct approach towards cost account-
ing. Cost accounting may involve expenditure but the 
system if properly worked, would save more than it costs 
and without it the management cannot have a correct idea 
of costs all along the line. 

18 
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63. The Committee recommend that scientific system of 
cost accounting should be introduced in all the factories. 
A beginning may bel matk in the case of the 5 companies 
now working under one common Chairman. It is suggested 
that there may be one qualified and experienced cost 
accountant in overall charge and he should organise a cost 
accounting system in each factory. It is not necessary to 
have a highly paid cost accountant in each factory. 
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INVENTORY CONTROL 

Advanta¥es 64. As in the case of cost accounting, the Committee 
of. adt~fiPtmg found that scientific inventory control techniques had not 
SClen I C bee d d' h . I Inventory n a opte In t e compames. n some cases, the Com-
control. mittee found that a very large quantity of stores had been 

obtained and stocked. In one undertaking it was found 
that production was hampered for want of timely receipt 
of raw materials. These are due to the fact that proper 
inventory control measures had not been adopted by the 
companies. The absence of such measures can lead to--

(i) shortages of raw materials, stores and spare 
parts which can cause idle time and consequent 
loss of production; 

(ii) unnecessary accumulation of s1lOcks of inven-
tories which are likely to lead to avoidable 
capit.11 investment, higher inventory carrying 
cost and obsolescence losses; 

(iii) frequent purchases of uneconomical small quan-
tities as a result of poor material planning; 

( iv) delays both in procurement and production 
due to lack of organisation and system in fol-
lowing up orders; and 

(v) losses due to deterioration of stocks as a result 
of improper storage and handling facilities. 

65. These are only some of the consequences that are 
likely to arise. Many others could be listed according to 
the special position of an individual factory. 

Suggestions 66. It is very necessary ~o intrC?duce prop~r scienti~ 
for intro- inventory control measures lrke frxrng of mrnrmum-maxr
duction of mum levels rationalised codifrcation, simplifrcation and 
inventory' I . ABC I' control standardisation of stores, valw ana ysrs, '" ana )'SIS, 
techniques. materials planning and programming, market research 

framing of co"ect purchasing policy and adopting l~gal and 
commercial safeguards, greater rlSe of rate and runrung con-

20 



21 

tracts etc. The Committee r('commend that the position in 
every company might be reviewed with a view to lay down 
a complete inventory control procedure for it. Once such 
a procedure is laid down, the General Manager or Managing 
Director should ensure that it is followed. Government 
might obtain the services of an expert for about a year and 
make him suggest inventory control techniques for each 
factory. 
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SALES 

67. The Committee found that in most of the Compa-
nies, sales were not properly organised. The Committee 
have commented in the various reports, on the sales organi-
sation of the respective companies. There are certain 
common features which the Committee deal with below. 

A. Purchases by Government within Kerala State 

68. The Committee found that in respect of many COlD 
panies, the sales within the State were unsatisfactory, spe~ 
cially in regard to Government purchases. For example, 
the Traco Cable Co. produces cables which they have sold 
to the Punjab Electricity Board 2000 miles away, but not 
to the Kerala State Electricity Board. In fact. the Kerala 
State Electricity Board should have been the sole consume· 
of the Traco Cable Co's products and they could have had 
their special requirements made in the factory. All the 
money and time spent in calling for tenders and making pur
chases from private manufacturers in distant places could 
have been saved. Prices could have be·en fixed on an agreed 
formula or Government could have acted as an arbitrator 
and fixed reasonable prices. Whatever losses or gains 
there are, they would be of the State Government. 

69. Similarly in the case of the Kerala Premo Pipe 
Factory, it was found that the State PWD still resorted to 
purchases of costlier steel pipes while the factory was ex-
ploring markets outside the State. The pipes were succeSJ
fully tried by the Quilon Municipality and Government 
should have issued a directive that all future schemes will 
use these pipes to the extent of production. 

70. In the case of the Pallathara Bricks and Tiles Ltd. 
the Committee were informed as follows:-

"Sandlime bricks, being a new building material in 
India, find it very difficult to capture the 
market. At present, it is merely used by 
industrial concerns viz. Cochin Refinery, 
H.M.T. Ltd., educational institutions etc. 
There is demand in the neighbouring areas too. 

22 
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It is a well known fact that the P.W.D. is the biggest 
consumer of building materials like bricks etc. 
But till this time, P.W.D. has not started th(~ 
regular use of sandlime bricks in their cons· 
tructions". 

71. The Committee feel that this is an anomalous situa
tion. The Government owned company was started in 19'5'/ 
and nearly 9 years have passed and yet the P.W.D., tilt 
principal Government User of building material~' does not 
purchase these bricks. In fact, the P.W.D. could have been 
the sole purchaser of the company's products. 

72. Similarly in the case of electrical equipment, soap, 
crockery, rubber goods, plywood etc., Government should 
take a policy decision regarding Government purchases of 
goods which are manufactured in the Government owned 
factories in the State. In the Committee's opinion the first 
preference for all Government purchases should be gn'en to 
products of Government companies. Prices should be 011 
a negotiated basis and Government may act as an arbitra· 
tor in case there is a disagreement. 

B. Other Sales 

73. The Committee of the Kerala State Industrial Deve .. 
lopment Corporation Ltd., which examined the Govern· 
ment owned industrial units in the Kerala State had the fol. 
lowing to say about market research and sales in the fac· 
tories:-

"Most of the products are highly competitive and, 
therefore, call for aggressive sales effort. 
At present the Board of Management appoints 
the distributors and fixes the prices. The d.is-
tributors secure the major portion of the busi· 
ness and the factories have to plan their pro-
duction schedule to suit the resultant order 
booked which has often not the best economi-
cal production pattern. 

'£'here should be closer relationship between the 
capacity of the unit and the order booked. 
This would be possible only if there is produc. 
tion design, market study and other sales pro-
motion activities; and t!l.! ~xperience of these 
methods is used to regulate the securing of 
business by the selling organisation. This 
should also be utilised to re-adjust production 
schedules, to review the product design qualify 



24 

in keeping with consumer preference, and 
wherever necessary, to even taper off complete-
ly the production of unwanted items. 

At present these units were simply not equipped to 
meet this situation." 

74. The Committee found that these remarks of the 
KSIDC Committee were true of most of the factories. Sales 
were improperly organised and practically all the factories 
had selling problems which they were unable to solve. 

75. Market research is a very important part of modern 
marketing. Proper knowledge of consumer needs and pre
fert"nces can enable a factory to produce according to the 
market demand. Similarly a prope.r sales organisation is 
necessary in order to secure orders, effect supplies and col
lect dues in time. 

76. The Committee feel that this work should be hand
led by the Office of the Chairman of the Government owncd 
companies in the case of the 5 companies cOIlcerned. 
A common marketing and sales organisation should be 
organised 011 modern and scientific lines. As for the of/.er 
companies whose sales organisation is not very satisfactory. 
Government should try and organise a common marketin~ 
organisation with an experienced marketing executive as tlu' 
head. 
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LABOUR RELA nONS 

77. The Committee found that in many of the factories, Unsatisfac-
labour relations were not very satisfactory. It is difficult ~ry rela-
to attribute the reasons for this. Being in the nature of a Ions. 
general malady, the Committee feel that the State Govem-
ment should try and get this matter examined by a qualified 
social scientist to find out if there are any general reafOlH 
for this state of relationship between management and 
labour. Proper remedial measures can then be taken. 

78. The Committee however noticed that to a great 
extent the General Managers and Managing Directors were 
not trained to deal with labour. The persons were mostly 
trained in Government offices where discipline \\ as inherent. 
The Committee. therefore. recommend thar it might be 
advi.\'Qble for Government to formulate some t/·?finite ideas 
on the subject and send out a detailed confidential circl/lar 
to all the top e.yecutives on the techniques of handling labour 
within their factories. Beside.'!, the Committee would 
recommend that seminars might be held of the Top EXf'CU-
tives occasionlly where problem,' common to them l1iiglu be 
discussed and the experiences shared with a view to evolve 
proper techniques. 

79. The Committee also noted that a number of Kerala Grievance 
State Government companies (e.g. Traco Cables, Kerala procedure. 
Premo Pipe factory) had not laid down proper procedure 
for redress of grievances of their employees. To ensure 
good labour relations, it is necessary for all the State Govern-
ment companies to establish a regular grievance procedure 
from the very beginning. The State Government should 
iuue instructions and enr;ure that proper grievance procedure 
is introduced in all the Government Companie.~ within a 
specified time. 

NEW DELHI; 
April 19, 1966. 
CiUiitra 29, 1888(S). 

D. N. TIWARY, 
Chairman, 

Committee on Public Undertakings, 
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APPBNDIX I 
Analyn." of 18 public sector undertakifllfs.-Composition oj Boards of Directors Qnd 

InvBstmml. 

Chairman No. of Directors (inc1ud- Investmenl 

Name of U nder-
Chairman) (inlakhs) 

SL 
No, taking Official Non- Official Non- Tom! Capital Loans 

Official Official 

I 2 3 4 S 6 7 8 9 

I Kerala State In-
dustrial Develop-

ment Corporation 
Limitcd Trivan-
drum. N.O. 7 4 II 300'00 

2 Kerall State Smlll 
Industries Corpo-
ration Ltd. Tri-
vandrum. 5 1 9 29·88 9'86 

3 TrivBndrum Tita- O. 8 ~ II 39' S6 10'50 
nium Products 
Ltd. Trlvandrum 

4 Plantation Corpora- N.O. 4 4 II 226'00 
tion of Keraln, 
Kottayam. 

S Travancore-Co.;hin 0 :! 7 Ho'oo 0'71 
Chemicals Ltd. 
UdyogmandBI. 

6 Pallathara Bricks O. 4 10'44 2'54 
and Tile~, Sher-
tally. 

7 Ker,lla Soaps and O. 5 6 5'97 2S'43 
Oils Ltd. Calicut. or-~"~ 

8 Ker !Is Ceramics O. 2 7 13'93 23'09 
Lt I. Kundara. 

9 Trivandrum Rub- O. 2 7 24'84 24'84 
ber Works Ltd. 
Trivandrum 

10 Trivandrum Spin- O, 4 2 6 22'03 56-47 
ning Mills, Bala-
ramapuram 

II Travancore Ply- O. ~ 2 7 1-6.4 3'50 
wooJ IndUstries 
Ltd. ._--,-.. - -----.~-.- ~--.-- _._-
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2 3 4 5 6 7 8 9 

12 Kerala Electrical 
and Alliod Engi-
neering Co. (P), 

O. 5 7 10'23 ,'98 

Ltd., Kuadara 

13 United Electrical O. 3 2 5 17'00 
Industries Ltd., 
Quilon. 

14 Forest Industries .. N.O. 4 9 5' 17 
(Travancore) Ltd. 
Alwaye 

15 Transfonners and .. N.O. 4 9 28'60 
Electrica1s Ke-
rala Ltd. 

16 TracoCable Co. O. 4 S 9 30' 17 
Ltd. Ernakulam 

17 Kcrala Premo Pipe O. 7 7 12'5° 
Factory 
Chavra 

Ltd. 

III Kcrala State O. 7 4 II 1,'00 
Warehousing Cor-
poration, Tri-
vandrum. 

------- -_. __________ ~_ - -_-0 .".- ._.- ._---- ---



APPENDIX II 

Summary of conclusions/recommendations of th.e Committe". on 
Public Undertakings contained in the Report. 

Ref. to 
81. No. para No. Summary of Conclusions/ 

recommendations 

1 

J 

2 

in the 
Report. 

___________________ 0_-_------ ___ _ 

2 

s 

6-7 

3 

The Committee were not generally impressed 
with the manner and circumstance under which 
most of the public sector undertakings were estab-
lished in the State. In a few cases Government 
had to step in when the companies owned by a 
majority of private shareholders ran into difficul-
ties. Here, it was found that a proper study had 
not been conducted to find out what the short-
comings of the companies were and how best they 
could be set right. In so far as new industries 
were concerned, a proper techno-economic feasi-
bility study was not usually conducted before the 
venture was undertaken or before expansion took 
place with the result that some of the undertak-
ings are not economically viable. 

(i) As there is a large variety and number of 
undertakings in the public seotor, one would have 
expected the Industries Department to have a good 
Technical Planning Cell under it. 111.ere are 
several problems of organisation and planning in 
the setting up oe industries and these have to be 
dealt with in a specialised and scientific manner. 
The Committee on Plan Projects of the Planning 
Commission have prepared several excellent docu-
ments on various aspeots that should be examined 
and worked out during the various stages of estab-
lishment of a project. These may be taken as 
guides by the Kerala Government. 
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12-13 

16 
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(ii) The Industries Department would do well 
to organise a well-equipped and suitably statfed 
Technical Planning Cell to concentrate on the 
broader technical and economic aspects of the 
Projevts. The Cell should be entrusted with the 
task of examining the Projects from the point of 
view of their technical feasibility, economic sound-
ness etc., studying the various stages of their exe-
cution and coordination at the policy and adminis-
trative level. In the opinion of the Committee the 
setting up of such a cell would contribute to the 
speedy implementation of the industrial projects 
and to their efficient working. 

(i) A Board of Directors should, apart from its 
role of advising, and guiding the affairs of the 
company, be able to initiate, decide and supervise. 
To that elltent, it is not enough if ,the Directors 
merely safeguard Government's interests in the 
organisation. They should be able to play a more 
positive role in conducting the affairs of the under-
taking by fully apprecia.ting its commercial charac-
ter and adopting policies in keeping with this 
factor. In a Board dominated by Government 
officials there is a danger that there might be a 
tendency to think in terms of safeguards and 
avoidance of risks rather than adopting a healthy 
commercial outlook as a company should. 

(ii) The Committee recommend that the prac-
tice o~ having a majority of Government officials 
on the Boards should be reconsidered. More non-
officials with experience of industrial management 
but who have no conflicting business interests with 
the company should be brought on these Boards. 
A Board should have financial and administrative 
talent, technical skill and representatives of labour 
and personnel management. 

The Committee feel ,that it would be better if 
the Chief Secretary or tbe Secretaries of the ~ 
partments are not on the BOItds of Directon, 
either as Chairman or as Directors. J;t is better 
that the policy making functions and executive 

------. __ . ----------- -----
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functions are kept separate and are not merged 
by associating a Secretary with the examination 
of a scheme which he has previously approved as 
a Director or Chairman of an undertaking. 

17 The Committee recommend that the officials on 
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a Board of! Directors sbould nonnally consist of a 
representative of the Finance Department, the 
Industries Department (where the industry is 
under that Department) or the representative of 
the Department concerned and a representative of 
a Department directly interested in tbe goods pro-
duced e.g., the Electricity Board in the case of 
transformers, cables etc., or the Forest Depart-
mOBt in the case at plantations, plywood etc. This 
would limit the number of officials on each Board. 
The. Committee also see no purpose in having 2 
officials from the same Department on one Board 
e.g., the Secretary, Industries Department and the 
Director of Industries are common members on 
the Boards of 3 companies. 

In the case of the Chairman of a Board o( 
Directors, the ideal arrangement would be to 
appoint a non-official to lead the Board of Direc-
tors. They must be men of proven ability with 
ample time to attend to the problems of the orga-
nisation. The Committee noticed in this connec-
tion that two non-officials on the Boards were 
Directors of as many as 17 and 20 companies. 
It would, therefore, be difficult for such men to 
devote the required time to be Chairman of a big 
Government. 

The Committee appreciate the idea of having 
a common full-time Chairman for five companies 
which was staled to be on an experimental basis 
at present. 

Il· ~ experiment succeeds. the same system 
can be followed for other companies. 

The CQD1Dlitteefeel that i.t would be extremely 
dif6cult for an offiocrwhois a Director of many 
compallies lO.be abk to dc~ time to these com-
.paBica. if he __ is to carry out his duties efficiently. 
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The Committee jiscussed this matter with the re-
presentatives of Government who felt that a person 
who was on a large number of Boards found it 
difficult even to attend all the Board meetin.8S. 
In the Committee's vjew a person should not be 
a Director of more than 3 or at the most 4 com-
panies. 

There should be a second line of management 
in the companies. These men must be trained in 
business administration and should be able in time 
to shoulder ,the responsibilities o~ the chief exe-
cutive either when he goes on leave or when he 
is transferred. The advantage to Government is 
that the Company will be in the hands of a com-
petent trained person. 

The second advantage is that the second line 
executive would share 'the burdens of management 
with the chief executive. It seems that the multi-
farious activities that a General Manager has to 
attend to are so numerous that he does not find 
sufficient time to devote to each problem accord-
ing to the attention it needs. This is not a satis-
factory position. 

The Committee found that in actual practice, 
Government control over the working of the com-
pani~ remained very vague and undefined. The 
Industries Department received returns from the 
Companies but such retw:ns tend to be treated in 
a routine m3.DIler and it is doubtful if any analysis 
of the infJormation received was made, important 
issues requiring Government's attention were 
culled out and further follow up action was taken. 
If the returns are merely filed, it serves no pur-
pose and is a waste of time both of the companies 
who prepare and send them and of the Govern-
ment Department concerned, who receive them. 

The Committee feel that the Government De-
partments concerned, especially the Industries 
Department should be well aware of the problems 
of the Government companies. There should be 

----------- ---
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a proper reporting system between the company 
and Government. This should be: 

(a) by periodical returns giving details of the 
working of the ~actory including among 
other items, the position about raw 
materials, production, sales, a cost ana-
lysis and a narrative of the problems of 
the factory in regard to specific items; 
and 

(b) by ad hoc communications to Govern-
ment on matters of importance as they 
are likely to happen or as soon as they 
have happened. 

Besides .these, the Committee recommend that 
the Government Directors on the Boards should 
take greater interest in the working of the facto-
ries and report to Government on any matter 
which they think requires attention or looking 
into. The Government Directors, more than any 
one else, should be watchdogs of the public ex-
chequer in so far as the companies are concerned. 

The Committee examined the question of 
power shortage in the state and are convinced that 
if a thermal station is not installed in the State, 
difficulties, in so far as industrial production in 
the State is concerned, are bound to continue. 

No industry can thrive if it has to reduce pro-
duction to one half for about 100 days in a year. 
There are several new factories and additional new 
plants in the existing factories which have been 
erected in many parts of ·the Kerala State which 
are waiting for power in order to be commissioned. 
Such a state of affairs if allowed to continue is 
bound to have adverse effects on the economy of 
the State. The present power cut is for six 
months. In an already densely populated State, 
the creation of further unemployment by lay-off 
o~ industrial workers, creates several social prob-
lems. The Committee feel that a l00MW Ther-
mal Unit would meet the requirements of the 
State in full. Hence the proposal is worth recon-
sideration by the Centnl Government. Further, 
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the plant when set up, should be on a top priority 
basis. 

The Committee recommend that it should be 
examined, where say six or seven big factories 
are in a group as in the Alwaye, Emakulam or 
Quilon acea, whether it would not be advisable to 
have a common thermal plant or a common gene-
rator. This will be cheaper than having indivi-
dual generators. It may be a little more costly 
than hydel power but since most of the industries 
in this country depend on thermal power rather 
than hydel power, there is no reason why the 
Kerala industries should not do likewise. 

The Committee recommend that the Kerala 
State Government and the Central Water and 
Power Commission of the Government of India 
might study the problem of influx of salinity in 
the Periyar River and take adequate measures to 
ensure that the factories in the Alwaye Industrial 
belt are not affected by lack of good water. If 
proper measures are not taken, there might be 
dislocation of production in this hub of Kerala's 
industries, with detrimental effects to the State. 

The Committee recommend that the C. & 
A. G./ A. G. Kerala might look into the repre-
sentation made by the managements of certain 
Kerala State Government Companies that the 
supplementary or test audit of their accounts, 
carried out in .~ccordance with the provisions of 
Section 619 ( 3 )( b ) of the Companies Act, was 
very detailed in nature, followed the pattern of 
audit of Governments and entailed duplication 
of the work of professional auditors. While the 
statutory requirements of audit are complied with, 
the undertakings concerned should not be put to 
any undue strain in attending to the audit work. 

The Committee noted that in addition to the 
comments of the Comptroller and Auditor Gene-
ral under Section 619(4) of the Companies Act, 
the annual reports of certain Kerala State Gov-
ernment Companies contained the comments of 
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the Finance Secretary to the Government of 
Kerala as well. They were informed that a pro-
vision had been made in the Articles of Associa-
tion of the newly formed companies with a view 
to providing Government an opportunity to review 
their working from year to year. 

There is no such provi"ion in the Articles of 
Association of Central Government Companies 
with much larger investment. This extra check in 
the case of Kerala State Government Companies 
seems to be unnecessary, particularly when the 
officials of the Administrative and Finance 
Departments of the State Government are mem-
bers of the Boards of Directors of these compa-
nies and can therefore, place the viewpoint of the 
State Government at the Board meetings. They 
can also obtain .~my information desired from the 
Company. Besides this, the company also sub-
mits certain statements about its working to Gov-
ernment. ·In view of this, the position may be 
reviewed by the State Government to determine 
whether such a provision in the Articles of Asso-
ciation of State Government Companies is neces-
sary. 

The Committee would recommend that the 
desirability of ·the Sate Government presenting a 
review on the working of State Government Com-
panies to the State Legislature /Parliament when 
laying their Annual Reports before the State Legi-
slature/Parliament may be considered. In the 
case of Central Government Companies, Sec. 619 
(A)(1) of the Indian Companies Act lays down 
that such a review should be presented together " 
with their annual reports. 

The Committee recommend that scientific sys-
tem of cost accounting should be introduced in 
all the factories. A beginning may be made in 
tho case of the S companies now working under 
ODe common Chairman. It is suggested that there 

'. may be one quatified and experienced cost ac-
countant in OYdatl charge and he should organise 
a" cost accounting.system in each factory. It is 

----------~.--
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-not necessary to have a highly paid cost account-
ant in each fiactory. 

It is very necessary to introduce proper scienti-
fic inventory control measures like tixing of mini-
mum-maximum levels, rationalised codification. 
simplification and standardisation of stores, value 
analysis, A.B.C. analysis, materials planning and 
programming, market research framing of correct 
purchasing polley and adopting legal and com-
mercial safeguards, greater use of rate and run-
nlDg contraolS etc. fhe Committee recommend 
that the position in every company might be re-
viewed WIth a view to lay down a complete in-
ventory control procedure for it. Once such a 
procedU!e is laid down. the General Manager or 
Managing Director should ensure that it is fol-
lowed. Government might obtain the services of 
an expert for about a year and make him suggest 
inventory control techniques for each tiactory. 

The Committee found ,that in most of the Com-
panies, sales were not properly organised. The 
Committee have commented in the various reports, 
on the sales organisation of the respective com-
panies. 

The Committee found that in respect of many 
companies. the sales within the State were unsatis-
factory. specially in regard to Government pur-
chases. For example. the Traco Cable Co. pr0-
duces cables which they have sold to the Punjab 
Electricity Board 2000 miles away, but not to the 
Kerala State Electricity Board. In fact. the Kerala 
State Electricity Board should have been the sole 
consumer of the Traco Cable Co's products and 
they could have had their special requirements 
made in the factory. All the money and time 
spent in calling for tenden and making purchases 
from private manufacturers in distant places could 
have been saved. Prices could have been fixed 
on an agreed formula or Government could have 
acted as an arbitrator and fixed reasonable prices. 
Whatever losses or gains there are, they would be 
of the Slate Government 
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In the case of the Kerala Premo Pipe Factory, 
it was found that the State PWD still resorted to 
purchases of costlier steel pipes while _ the factory 
was exploring markets outside the State. The 
pipes were successfully tried by the Quilon Muni-
cipality and Government should have issued a 
di'fective that all future schemes will use these 
pipes to the extent of production. 

In the case of the Pallathara Bricks and Tiles 
Ltd. the Committee were informed that the sand-
lime bricks manuflactured in the factory were not 
used by the P.W.D. of the State. 

The Committee feel that this is an anamalous 
situation. The Government owned company was 
started in 1957 and nearly 9 years have passed 
and yet the P. W. D., the principal Government 
user of building materials does not purchase these 
bricks. In fact, the P. W. D. could have been 
the sole purchaser of the company's products. 

In the case of electrical equipment, soap, croc-
kery, rubber goods, plywood etc.. Government 
should take a policy decision regarding Govern-
ment purchases of goods which are manufactured 
in the Government-owned factories in the State. 
In the Committee's opinion the first preference for 
al1 Government purchases should be given to pro-
ducts ofl Government companies. Prices should 
he on a negotiated basis and Government may 
act as an arbitrator in case there is a disagree-
ment. 

Market research is a very important part of 
modem marketing. Proper knowledge of consu-
mer needs and preferences can enable a factory 
to produce according to the market demand. 
Similarly a proper sales organisation is necessary 
in order to secure orders, effect supplies and col-
lect dues in time. 

The Committee feel that this work should be 
handled by the Office of the Chairman of the 
Government owned companies in the case of the 
5 companies concerned. 
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A common marketing and sales organisation 
should be organised on modem and scientific lines. 
As for the other companies whose sales organiSa-
tion is not very satisfactory, Government should 
try and organise a common marketing organisa-
tion with an experienced marketing executive as 
the head. 

The Committee found that in many of the 
fiactories, labour relations were not very satisfac-
tory. It is difficult to attribute the reasons for 
this. Being in the nature of a general malady, 
the Committee feel that the State Government 
should try and get this matter examined by a 
qualified SOC,ial scientist to find out if there are 
any general reasons for this state of relationship 
between management and labour. Proper reme-
dial measures can then be taken. 

The Committee however noticed that to a great 
extent the General Managers and Managing Direc-
tors were not trained to deal with labour. The 
persons were mostly trained in Government offices 
where discipline was inherent. The Committee, 
therefore, recommend that it might be advisable 
for Government to formulate some definite ideas 
on the subject and send out a detailed confidentiatl 
circular to all the top executives on the techniques 
of handling labour within their factories. Besides, 
the Committee would recommend that seminars 
might be held of the Top Executives occasionally 
where problems common to them might be dis-
cussed and the experiences shared with a view to 
evolve proper techniques. 

The Committee noted that a number of Kerala 
State Government companies (e.g., Traco Cables, 
Kerala Premo Pipe factory) had not laid down 
proper procedure for redress of grievances of 
their employees. To ensure good labour relations 
it is necessary for all the State Government com-
panies to establish a regular grievance procedure 
from the very beginning. The State Government 
should issue instructions and ensure that proper 
grievance procedure is introduced in all the Gov-
ernment Companies within a specified time. 

GJlGIPND-LS I-1M (.Ail) L8-29-4-86-1240. 


