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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having been 
authoriJeCi by the Committee to submit the Report on their behalf, 
present this Fourteenth Report on the Heavy Engineering Corpora-
tion Ltd. 

2. This Report is based on the examination of the workfng of the 
Heavy Engineering Corporation Ltd. upto the year ending 31st 
March, 1967. The Committee took the evidence of the representa-
tives of the Heavy Engineering Corporation Ltd. on the 19th and 
20th January, 1968 and of the Ministry of Industrial Development 
and Company Affairs (Department of Industrial Development) on 
the 30th January, 1968. 

3. The material relating to the undertaking was processed at 
various stages by the Study Group 'II' of the Committee. 

4. The Report was adopted by the Comnnittee on the 4th April, 
1968. 

5. The Committee wish to express their thanks to the officers of 
the Department of Industrial Development and Heavy Engineering 
Corporation Ltd. for placing before them the material and informa-
tion that they wanted in connection with their examination. They 
also wish to express their thanks to the nO:1-oftkii:l.L organi5a~i()ns 
who, on r-eq'.lcst {rum the Committee, furnished their views on the 
working of the Heavy Engineering Corporation Ltd. 

The Committee also place on record their appreciation of the 
assistance rendered to them in connection with the examination of 
audit paras pertam!ng to the Heavy Engineering Corporation Ltd. 
by the Comptrollt:r and AudItor General of India. 

NEW DELHI, 

APTiZ 8, 1968 
Chiiitra19, 1890 (S). 

D. N. TIWARY, 
Chairman, 

Committee on Puolic Undertakings. 



I 

HISTORICAL 

The Heavy Engineering Corporation Ltd. Ranchi (hert·after called 
the Corporation) was incorporatt .. "'<i on the 31st December, 1958 under 
the Companies Act, 1956 in the State of Bihar with registered office 
at Ranchi. Th~ Corporation was set up to develop manufacture of 
heavy capital equipment in the country through 

(a) a Heavy Machine Building Project (HMBP) 
(b) a Foundry Forge Project (FFP) , and 
(c) a Coal Mining Machinery Project (CMMP). 

These three projects were actually transferred by the Govern-
ment to the Corporation in May, 1959. Till then the prelimim1ry 
investigations, agreements for detailed projects, conSUltancy, etc. 
for these projects were carried on by the Government and the 
National Industrial Development Corporation. 

2. Subsequently, in November, 1960 the Corporation was entrusted 
by the Government with the execution of the Heavy Machine Tools 
Project (HMTP). The Coal Mining Machinery Project was formed 
into a separate corporation called the Mining and Allied Machinery 
Corporation with effect from 1st April 1965. 

3. The working of the Heavy Engineering Corporation was 
examined by the Estimates Committee in 1963-64. The recommen-
dations and conclusions of that Committee are contained in their 
Fifty-first Report (Third Lok Sabha). The action taken by the 
Government on the recommendations in this Report were examin-
ed by this Committee and the Committee's observations thereon are 
contained in the 7th Report (Fourh Lok Sabha). The aspects which 
were covered in these reports have been only briefly touched in this 
Report wherever considered necessary. 

Heavy Machine Building Plant 

4. The question of setting up a unit for the manufacture of heavy 
machinery and equipment had been under consideration of the Gov
ernment of India since 1955. The country had been depending main-
lyon imports for her requirements of heavy machinery and equip-
ment resulting in a heavy drain on foreign exchange resources. In 
Y:PW of the ambitious programme of development of iron and steel 
industry in tlH? Second, Third and subsequent Five Year Plan periods, 



it was felt that there was great need for the country to become self 
8U1Ilcient u early u poaaible in the manufacture of heavy machinery 
aDd equipment, particularly those i'equired by the steel plants. 

~. A ~ of (!xperts ~QD1 the USSR, i.Dyi~ by t~ Gov~pt 
to ,dvist o~ the establi.~ent of a tprlt tot the m~etWe of h~~vy 
:.4achinerr and equipment requil"e4 !if. tb.e ~t,?n ~ $teel p~nt4 
ltubrniUed U's prel~naty Pro,eet ReJJ6rt in Janua.o" lS57. AInw!it 
simultaneously, the U.K. Heavy Et1~lneering M~s.·;ion, appomted 
under the joir.t aegi!l of the Colombo Plan and th~-7edercltion ot 
British In:lustries, had car~ied out a similat 8urvey and sUbmitted 
their Report in January. 1911. 

6. The S Jviet experts opinion was that to make the unit econo-
mical it should not be below a capacity of 45,000 tons per annum 
brJd they would WE-loome Hettmg up a unit with 80,000 tons capable-
vi expansion up to 1.65,000 tons. The British team, however, hE:Jd 
.. ditIerent vit!w and sugljto!&ted units of smaller capacities dispeFs~ 'h different parts of the counu-y. 

7. The Govtirnment appomted a Committee t,;.nder the Chairman-
ship of Sari Jehangir GhlIl:iy, Director, Tata Industr-.es (P) Ltd., 
1.1J examiae the proposaJs of the USSR team and th~ U.K. Mission 
a.ld to advise them on the most suitable plan for the estabhshm.cnt 
or h~avy engineering industry. The Committee reported in Marcn, 
1'5'/ that th~ p.a:oposals of the U.K. Mis31t}n were preierable to th03e 
of the Soviet team. However, ultimately at the end of 1957 the Gov-
ernment decided to set up the plant with technieal collaboration and 
c:'c:iit ass stance of the USSR having 80.000 tons per annutn capacity 
:.talting with 45,000 tons in the first stane to be expanded to 8\.1,000-
tons in the second stage. 

8. An agreement fQr the preparation of Detailed Project Report 
wa~ sl~ne:i in Dec?mber. 1957. The report was received:.n June-
1951 and after examination by a Committee of experts, it was 
acct?»tej in November. 1959. An agreement for the supply of plent, 
equipment and certain other matel·jals to be imported from the USSR. 
w:'s :'lgned on 12th March, 1960. 

9. In April, 1960, the Government decided that i,nstead of imple-
m~ntinJ the He3VY Machine Building Project in two stages, the Cor-
po"ation may ;fo a~ead with the plant of80,O:JO tons in one stage. As 
• result anuther contraC't W3~ p.ntered into in July, 196"2 for tb~ 
supply of plant and machinery. 



~ ~~, f.~~~~ S.hOfJ 
1(). To ~t \h~ ~uitem~ts ofllf@el *uetdl'e1 \lie ~ 

cJ~id~ to ~1,1..~ tip !l f:?t~l !fulictural Nb~ieD'Ah0p with " caJ,a-
~,ty Qf ~5,OOO ~ons of fabrlcate<t sttucturals on a CiOuble sldt ... * u· 
an adjtIDct to the liM'Bp. The proposal was appre"ecl by the Oov· 
ernment early in 1965 and its execution was tak~m up by the Corp.-
ration thereafter. I 
P'oundrll Forge Plant (F.F.P.) 

11. 'l°he Government had also felt that b(;sides the concept of thE'> 
li~!wy Machine BuildIng Plant which was to com.e up much laipr. 
there \It as need in the C'.:lUr.try !\.lr the manufacture of heavier ranges 
of casti ngs and forgings, since a number of private sector units had 
bee.n lkensed for undertaking manufactur.e of machinery for Sugar, 
Jute, Cement Industries, etc. all of which requ:red large sized and 
heavy castings. A Committee was therefore set up by the 
Government in 1955 to consider the approximate demand of castingl§ 
and fOlgings to determine the most suitable capaciy to be devebpcd. 
Purmant to the recommendations of this team, globa! tenders were' 
inv;ted by the Government for setting up a Foundry Forge Plant 
having an annual capacity of 25.000 tons of grey iron c3.stings, 15,000 
tons of steel castings and 5000 tons of forgings. Out of quotati.ons 
re~eived in response to the tender notice the offer of Me,srs Techno-
export of CzeC'hoslovakia was considered to be the most attractive. 
They also offered deferred payment terms. 

12. In the:r report on HMBP the Soviet team had recommended 
a captive foundry und forge plant to form an intefral part of the 
project. Therefore, in January, 1958 the Government accepted the 
Czechoslovakian offer for setting up a Foundry Forge Plant and de-
cided to tie it up with the Heavy Machine Building Plant. 

13. The size of the F.F.P. offered by Mis. Technoexport was found 
t" c(;uespond to a:1 appruximate production of 23,00U tom of heavy 
n ... chincry items included in the IH~1.8? by the Soviet team. Th:<:: 
was inadequate to meet the needs of castin~;; :md forgillr;:; of [D1BP 
which was to have a capacity of 45,000 tons eVfn in the first stage. 
It was therefore decided to arrange for its immediate expansion to 
Dleet the requirements of HMBP up to 45,000 tons tl~age. The 23,00(1 
t\..ns capacity car!1e to be cal1(;d as the first s';age and 45.000 tons a<; 
the second stage. The Detailed Project Report for ca!)acity of 45,OUO 
tons wa3 received in November. 19!j~ and after u!::i.ailtd cxammat;o:l 
it was accepted on the 12th April, 1930. The contract fJr the supply 
of plant and equipment for the second stage was executed on the 
31st March, 1961. 
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14. With the rkcision to meet the requirements of HMBP for 
~utings and forgings upto 80,000 tons of heavy maehinery items 
:aDd allo of the H¥TP it w. decided to, raise the capa~ty of, the 
FFP further to constitute the first phase of the third stage. 'The 
Detailed Project Report for additional capa:ity was accepted in May, 
1963. A fresh contract for the supply of plant and m!lchineI:Y was 
abo entered into in May, 1963. 

15. This plant was to meet the requirements of HMBP in respect 
of castings upto 100 tpns piece-weight and of forgings upto 30 tons 
pit>C'e weight. In order to meet the requirements of forgings of higher 
weight ranges it was decided .to set up a 6000/8000 tonne Forging 
Press as a part of the FFP. Offers received in response to Global 
.enquiries (or this press were examined and a contract was signed 
with MIs. Techno-export of Cze:!hoslovakia in February. 1964. 

Heavy Machine Tools Project 

16. On the recommendations of a Committee appointed to study 
the pattern of demand, capacity etc. for Heavy Machine Tools, the 
Government took decision that a factory should be set up to under-
take manufacture of diverse items of heavy tools starting with 
10,000 tons per annum in the first stage to be ultimately expanded to 
20,000 tons in the second stage. In November, 1960, the Corporation 
was entrusted with the execution of his project, locating the same in 
Ranchi for the reason that the supply of heavy castings required by 
the HMTP could conveniently be met by the FFP. A contract with 
MIs, Technoexport of Czechoslovakia for the preparation of the 
Detailed Project Report was executed on the 31st May, 1961. It wac; 
received in April, 1962 and accepted on the 30th May, 1963. A con-
tract for the supply of plant and eqUipment by MIs. Technoexport 
was also executed on the 30th May, 1963. 



II 

CONSTRUCTION AND COMMISSIONING OF PLANTS 

A. Delays in Construction 

Heavy Machine Building Plant 

17. There had been considerable delays in the construction and 
commissioning of the projects of the Corporation. According to the-
schedule drawn up by the management in April, 1962, the construc-
iion of the Heavy Machine BUilding Plant was to be compl€ted by 
the end of 1964 except the heavy machine Department which wu 
to be completed by the end of 1965. However, because of 'the 
de::ision to implement the project with increased capacity in one 
stage, another ('on tract was entered into in July. 1962 for the supply 
of equipment which provided for the delivery of equipment by 
December, 1966 and the er~ction of equipment was to be completed 
by March, 1967. But th:s s::hedule could not be adhered to and the 
erection of plant and machinery was not yet complete. 

18. The delay in the erection of plant and equipment was attri-
buted mainly to the delay in receipt of equipment from the USSR. 
Out of the equipment received upto 1966-67, 91.41 per cent of the 
ma~hinery had been ere::ted. But there was still 874 tons of 
equ:pment to be delivered by the USSR. The delay in supply of equip-
ment had be2n attributed by the USSR authorities to the fact that 
the latest developments were being incorporated in the mach 'ne toob 
to be supplied and machine tools had to be designed to keep pace 
\lI.ith the manufacturing te::hnology of the items. The other reasons 
which contributed to the deviat'on from the schedule were stated to 
be the delay in the initial stages in the receipt of working drawings 
from the USSR and the difficulties in procurement of building mate-
rials. 

Hea1'y Machine Tools Plant 

19, As in the case of the HMBP, there was delay in the construc-
tioll and commissioning of the HMTP also. Although the ere::tion oC 
mach:nery anJ eqUIpment was to be completed by De::ember, 1966 
the work was now €xpected to be completed by April, 1963. The 
delay was stated to be due to d'fficulties in procuring matching steel 

and in obtaining structurals which delayed the construction of the 
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pr1nclpal production building. Further, because of delay of about 
'f months in getting the import licences for obtaining machines from 
Swiss and German parties there was delay in the receipt of requis'te 
foundation drawihgs for these mh'chines. The delivery of some I;f 
the ma:mines wu also delayed in the wake of devaluation of the 
rupee pending the settlement of the question of extra payment for 
irnp.Jrt from the East European coU~~ries. 

Foundry Forge Plant 

20; The maximum delay in copstruction ~nd conlmissiolllng h~s 
be~·tl in the case of F'ol.mdry forge Plant. The time sCheuulp. roi' 
co~issionini of the major production shops (Second stage) as 
_ive~ in the Detailed Pr<'ject 1\eport lind as per the prog!'alOme ~f 
,eornmissioninl{ approved by th~ managemc;'nt on 25th April, 1£16! is 
jiven below:- . . I 

Unit 

I. Grey Iron & N,'n-Fcrrous 
Fot.rc'ry 

~. St(el Frunc'ry 
3. Frr[t Hop 
4, R "l\lFh Mrd ir inr Hop 
S' Ca~ting Ckarirr 5hop . 

. . 
A,s pe~ DPR 

3 t - TJ - JS(4 
3C-6-I~6S 

3J-Jc-J~fS 

3I -JO-I9f4 
30 - 1I - 1¢4 

As approved by 
n anag( rr ent . 

Dt:cerr~er, 1965 
IXcember, 1966 
II ufUst, J 9f~ 

A LgUSt, I 9f 6 
January, 7966 

21. The ff'J)r('~n1»!h'f:!" of the Corporat 'on had assure1 thE.' E:sH-
mates Committee which examined the working of the Corporation 
in 1963-64 that the abov~entioned s:!hedules approved by the 
mate! Committe which exam!ned the working of the Corporation 
failed to keep this assurance and the work ot erection of mach'nery 
and equipment Jasped much behind the schedule as shown below:-

Unit 
Date of cll",,1"'letion 

of erection 
of cquipttt"ot 8$ 
per sch':jui! 

-Grey lton& Nm-PerrotH Fllwdry 3'-11-1I}6j 
'Steel Foundry 31-I2-tg65 
t-(\tpe Fhop 31-8-1966 
RdU,t\ Mrc.hinin, SImp 31-8-19V) 
.casting C'1erninlt Shop 31-1-1966 

% of work ae .. '-
tually completed 
«Jh the scheJuted 

du: . 

.4"% 
17- r % 
8,(% 
14'1% 
6°5% 



, 
22. Thus it wHl be seen fl'9M the above table tli8t t.lIe ..-ork com-

pletpd OIl the s~hedulei dates of eommiseioning was otlly 6 per ce~t 
to 40 per eent in different shops. A revised programme was a~a'n 
drawn up in April, 196e aecording to which the maio"!" prunuction 
shops are likely to be t-t:nuniss'onea· 'by August, IJGd as shown 
eeluw:-

Unit 

Grey Iron & Non-Ferr.)us F\)unlry 

-Steel Foundry 

Farge Shop 

~6u~h M1chining Shop 

Casting Cleaning ShOp 

Sciwh.1,: c1at~ of' 
commio;siohing 

S~)t!n')~~, I)S7 

May, 1968 

Au?,Ust, IS68 

August, J9(8 

"pril, 1968 

23. The Commi1;te(' ellquired whether th2 Corporation would he 
&bl., tu adhere clt h-as! to th,> revised schedule. They re~rct to Dote 
that ('yen this schedule will not be adhered to and t.h~r€ was likely 
to be <.n overall delay oC 4 Or 5 months in commiss'onin£t of majr.r 
production l.nits. Thu~. as compared to the iichedul~ drawl'l up in 
1962j there was likely to be delay of more than two year~ in com-
Dnssioning d the various lIn~ts of the plant. 

24. The following main reasons were advanced by the Corperation 
for the delays in construction:-

(a) Change over to pile foundation from conventlorial type due 
W sub-soil conditions and low safe bearing capacity of soil. 

(b) Construction of soak:ng furnaces in two of the major pro-
duction buildings involving deep exca,,;'ations renderm, 
honnal open excavatioh method difiLult for which speCial 
type of piling was resorted to. 

{c) Difficulty in obtaining fabricated steel from indigenous 
fabricators---as the requirements of raw steel for a total 
quantity of 43,800 toniles of stfilcthtes could not be sup-
plied in time by the steel plants. There were also difftcu1-
Ues in obtaining matching steel and heavy sections whi~h 
had to be imported. 
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(d) Foundry forge steel structure designs are welded one~ 
neeess'tating buIld up construction requiring large 
quantity of plates. Considerable delay occurred in the 
procurement of these plates because producers were un-
able to supply them and finally large scale imports had 
to be resorted to on the advice of Iron and Steel Con-
troller. 

25. The Committee find that the pUe foundation which has been ad-
vmcecl as ODe of the reasons for delay in eonstruct~on had to be re-
.. rted to because of inadequate soil investigation hefore the selection-
of site for the sett: nJ up of the project. The selection of Fite for the-
project was made on the basis of some preliminary soil investigations 
carried out by the State Government and the Consultants. Later on,. 
when the construction started in 1961 it was found that there was 
not sufficient bearing pressure for heavy foundations. Additional 
lOil investigations were then carried out by the Corporation at a 
cost of Rs. 2'25 lakhs. Ultimately it was decided to change over to-
pile foundations. The expenditure on }liling was estimated at 
Rs. 114'00 lakhs. 

26. The need for proper soil investigation was empbashed by the-
Estimates Committee in para 64 of their 51st Report (1963-64). The 
Committee were informed that the attention of the Public UndE'T-
takings has been drawn to the importance of proper soil investiga-
tion through any of the existing specialised Govcnunent ageneies 
before selecting a site for setting up of a plant (Appendices I & II). 
The Committee trust that these in,tru::tion3 will be followed in 
future so that a decision with regard to the type of foundation re-
quired is taken at the right time. 

27. As regards the delay in the supply of steel by the steel plants 
the Committee find that one of the ccmtributory iactors was the long 
time taken in placing firm indents for steel with the Iron ond Steel 
Controller. Although the work orders for fabrication had been 
placed by the Corporation between May-October, 1961, the firm 
indents showing the sizes and quantities of steel required for fab:ica-
tion were placed with the Iron & Steel Controller between January-
October, 1962. 

28. Explaining the reasons for the delay in placing indents, the 
Chairman of the Corporation stated during p.v;dence that it was sti-
pulated In the work orders that the responsibility for getting. th.e 
steel would be that of the fabricators. But before firm indents mdi-
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eating the quantity and sizes could be placed with the Iron and 
Steel Controller the detailed drawings had to be eyolved from the 
design drawings obtained from Czechoslovakia. The processing of 
these detailed drawings took considerable time. It was, however, 
admitted that the delay to su~h an extent in placing indents was not 
justified and the time taken in this regard coulrl have been cut down. 

29. The original concept of setting up of this project was that the 
Foundry Forge Plant which has a metallurgical base will supply 
~U tlw forgings and castings required by the Ucnvy Machine Build. 
iQg Plant to meet its full needs for the 80,000 tons annual productio~ 
of heavy machinery. Because of delay in commissioning of the 
F.F.P., the requirements of forgings and castings for the HMBP had 
to be ~ from other sources including imports oC heavier range of 
castings and forgings not available indigenously. The value of steel 
~stings and forgings obtained from indigenous sources during 196t-
65 to 1961-67 amounted to Rs. 52:95 lakhs. Besides, casting'> and f~tg
~s of the value of as. 75'50 lakhs had to be imp9rted d~ing the-
same period. 

30. The Committee regret to note the inordinate delays in the 
construction and commissioning of the projects of the Corporation 
eVen as eompared to t.., schedules drawn up by the management 
itself in 1962. Even granting that some delays might be unavoid.,hl~ 
in complex plants like those of the Corporation due to certain UIl-
foreseen circumstances, the delays to the extent of more than tWI) 
years 8S in the case of the foundfy Forge Plant ~ har!i}Y be justified. 
T~ delays in the procurement of materials, designs, drawings, plant 
and machinery, etc. could have been avoided to a large e~tellt wi*h 
proper planning and co-ordination and by ha\ ing close liaison with 
the authorities concerned. What is regretted is that even the revised 
schedule ckawn up for the Foundry Forge Plant, as late as 1966 would 
not be adhered to and there was likely to be a delay or 4-5 months 
in commissioning of the shops as compared. to that schedule. 

31. It wa<; admitted during evidence that though hi the case of 
plants of thi' size o( the Heavy Machine Building Plant and the 
Foundry Forge Plant a period of 5-6 years for completion of construc-
tion might be necessary, these should not have taken as much as 8 
years. The delays in construction and commiss;oning have resulted 
in considerable loss of produdion and drain on limited foreign ex-
change resources because of imports necessitat~d as a result of short-
fall in supplies from these plants. The Committee trust that steps 
would at least now be taken to complete the construction and com-
missioa all the plaats expeditiously. 

217 LS-2 
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B. Works taken OIl IwuI without SllDction of detailed estimates and 
contracts awarded without execution of agreements. 

32. Nonnally, no work should be taken up without obtaining prior 
technical sanction for the Detailed Estimates. Which the preparation 
of Detailed Estimates is likely to take some time and work is to be 
taken urgently in hand, tenders may be c;lHed for in advance by 
obtaining the sanction of the competent authority, but the Detailed 
Estimates are to be prepared and technical sanction obU!ined before 
the tenders are received and opened. In case of emergency, how-
ever, the work can be taken without preparing the Detailed Esti-
mates and obtaining the technical sanction thereto after obtaining 
the urgency certificate from the competent authorit~· therein indi-
cating the time by which the Detailed Estimates are expected to be 
prepared and Technical Sanction obtained. It is. however, seen that 
in the case of the Foundry Forge Project, a large numlber of works 
were taken up long time ago without the Detailed Estimates having 
been prepared and the technical sanctions accorded thereto. A state-
ment showing works taken up without such Detailed Estimates and 
technical sanctions is given in Appendix III. 

33. As regards the reasons for not preparing the Detailed Estimates, 
it was stated that the Detailed Project Report for the F.F.P., pre-
pared by the Consultants was accepted by the Government after 
the same was examined thoroughly by lhr~ Technical Committee. 
At the time of acceptance of the Detailed Project Report there was 
no bfll of quantities and after a prolonged discl1ssion the Consultants 
agreed to work out the approximate bill of quantities for tendering 
purposes only from the basic drawings supplied by them. These 
ba"jc drawin~s only indicated in general the important types of work 
involved about the various components of the structures but were 
not in detail which would have helped in preparing the Detailed Esti-
mat"s and obtaining technical sanction bdore stnrting the work. 
Detailed Estimates were possible only after completing the detailed 
drawings which were prepared progressive~y during the- cr.urse of 
ronstruction. 

34. The Committee however find that Dot only were these works 
taken up without preparation of Detailed Estimates and obtaining 
tecluut'st s::metioo, but in some cases such sanction has also not been 
accorded even so fa: although these works ~re taken up for execu-
tion a!\ far back as 1961. Such inordinate delays in obtaining techni-
caJ sanction ran hardly be justified. 

35. It is also noted that not only were these works taken up for 
execution without the preparation of detailed estimates bur the c0n-
tracts were awarded to the private parties without execution of 
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"fcrnnal agreements. A statement showing the period of delay in 
-execution of formal agreements etc. is given in Appendix IV. 

36. It is seen from the statement that in certain cases the delay 
In execution of agreements has been as much as five years~ Some 
such instances are given below:-

Contract Date of Date of 
Name of Contractor Value award of signing of 

(Rs. in lakhs) contract contract 

MIs, BBJ Ltd. 405'78 Oct., 1961 Not yet accept-
ed. 

Do. 9'20 Jan., 1962 April,I967 
MIs. Kumardhubi Engineering 

Works. 
28'70 May, 1961 Feb. 1966 

MIs. Mechenzies Ltd. . 61'06 Dec., 1961 Not yet accep-
ted. 

.M/s. Gammon (I) Ltd. 383'41 April, 1962 Do. 
Do. 87'12 May, 1962 June, 1967 

37. The following main reasons have been advanced for the delay 
:in the execution of the contracts:-

(a) Contractors suggesting change in the form of agreement. 
(b) Delay in ftnalisation of legal document including power ·of 

attorney. 
(c) Settling the final contract value, as specially in the case 

of structural steel contract, the total tonnage to be fabri-
cated was revised at a later date which were of the order 
of about 25 to 30 per cent more over the original quantity. 

(d) Preparation of draft agreement by the division concerned, 
vetting in the first instance by the Finance and subse-
quently modifying the draft agreement in co:uormity with 
the observations made by the Finance, if any, and final ac-
ceptance by the competent authority, i.e. observing various 
inter-departmental formalities. 

38. During evidence the Chai,rman of the Corporation admitted 
that such long delays in entering into formal agreements could not 
be justified. It was, however, added that financial and other vital 
conditions were included in the work orders and there had been no 
monetary loss as such because of the absence of such a«reements. 

39. The Committee are unhappy over the delays in theprepara-
.tto. of detailed estimates and in exeeutlon 01 formal agreemenu 
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with, the coDtraetqr,s for these works. It. w~s no~, tha~ lit, ~~, 
cases t~ ad~l quantity of. work done was mu~b more thll:D, iJle 
original estimates and additional payment had to be made to the 
eontraetors.ln the absence of detailed estimates there cannot be 
any effective technical or financial control over the WOrk., ,The 
absence of formal agreements is also fraught with risk of mllincial 
loa III ease of dispute with the contractors. 

The Committee ftDd that even in his Quarterly Review for ,~ 
period October-December, 1965 the Financial Adviser and ChIef' 
AccoUnts Officer of the Corporation had pointed out the absence of' 
IUch detailed estimates and formal agreements with the contractors 
in a large number of eases. It is regrettable that in spite of fheob:-
~ of the FACAO delays in this regard have persisted.' The 
ComD).lttee desire that immediate action should now be taken to com-
pJete the detailed estimates and finalise the agreements with tbe; 
eoatradors which are still pending. 

C. Port rent and demurrage 

40. Bulk of. plant and machinery imported by the Corporation is 
received through the Calcutta port. There had been delays in 
clearance, of consigntn'ents and the Corporation had to pay su~ap.
ti8I 'amounts to the port authorities by way of single rent' and penal . 
rent on account of delays in clearance of consignments. In their '51st 
Report on Heavy Engineering Corporation, the Estimates Committee· 
(1~) observed in this regard;-

UThe Committee feel that the factors which have resulted in 
, payrri~nt of such heavy demurrage charges as well as con-

gestion at the' port could' have been avoided if the Cor-
poration had kept close liaison with the suppliers and 
programmed the movement of the consignments accord-
ingly. They trust that immediate steps would now be 
taken by the Corporation to get the packages lying at the 
port transported to the projects site and to avoid any undu~ 
holding up at the port in future". 

41. It is learnt that a Committee was set up by the Corporation' 
to enquire into the circumstances which led to the payment of heavy 
demUl'l'age charges and that a strict control is now being exercised 
to reduce the incidence of port rent. The average rent per tonne 
had come dO\1\'1l from Rs. 11.3 in 1964 to Rs. 6.7 in 1966. The Com-
mittee. ho~ver. find that the incidence of port rent again shot up 
to Rs. 20.2 per ton in 1967. The reasons for the substantial in~' 
in 'PO' trent ha v-C not been furnished to the Committee. 
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42. It is surprising that in spite of the fact that the construction 
'of all the projects of the Corporation is nearing completion and 
conseqoently the tempo of inward shipment has considerably dee-
lined, the port rent should have increased from Rs. 11.3 per ton in 
1964 to Rs. 20.2 per ton in 1966-67. Apparently the matter has not 
been given the attention it deserves. The Committee desire that 
the reasons for increaSe in the incidence of port rent should be exa-
mined and responsibility fixed. Ste~ should also be taken to avoid 
any undue hold-up at the port and payment of unnecessary port ren' 
iD future. 



III 

PRODUCTION 

A. Shortfall in ProdUctiOD 

43. As in the case of construction schedule there had been a wide· 
gap between the production targets and the actual achievements. 
Not only was the actual production below the original programmes 
drawn up by the Corporation in 1963 but even as compared to the 
annual targets fixed by the Corporation. The programmes of pro-
duction and the actuals in the projects of the Corporation are dis--
cussed below:-

Foundry Forge Plant. 

44. The Foundry Forge Plant is equipped to produce all the cast-
Ings and forgings required by the other two units of the Corporation 
viz. the Heavy Machine Building Plant and the Heavy 
Machine Tools Plant. Provision has also been made for some sur-
plus capacity- to meet the demands of heavier castings and forgings 
from various other industries both in the public and private sectors. 
The annual rated capacity of this plant in terms of value and quan-
tity is as follows:-

S. No. Item 

(I) (2) 

1. {ftty IrON FOIbIdry 
(a) Shlpd Cmingi 
(b) R>Us 
(c) Ingot Moulds 

2. Ncm1ertous Foundry 

(a) AI. Alloy C1Sting~ 
(b) Copp:r BIS: Curing> 

14 

Annual rated 
capacity 

(Tonnes) 

33,345 
1I,54° 

1,110 

92 
6:>8 

Revised value 
(Rs. in lakhs) 
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--------------------
(I) 

3· Steel Foundry 

(a) Shaped Castings 40,182 12°5'46 
(b) R:)US ·6,200 217. 00 

(c) Steel Ingots 40,000 280'00 

Forge Shop 

(a) Free Forgings 28,548 856 '44 
(b) Die Forgings 3,045 91 '35 
(c) Rolls 3,570 142 •80 

(<1) Forgings from 6000 ton press 18,000 540 '00 

45. Partial production started in Grey Iron & Non-ferrous Foundry 
from Ma.y, 1964 and in Ste~l Foundry & Forge Shops from July, 1966. 
The production programme drawn up by the Corporation in 1963 
the targets fixed every year and the actual production in each shop 
for the years 1964-65 to 1966-67 had been as follows:-

Original 
Programme 

Tonnes 

3780 

Annual 
target 

Tonnes Value 
(Rs.lakhs) 

1322 36 '2 

2686 61'56 

7181 155. 61 

Actuals 

Tonnes Value 
(Rs,lakhS) 

952 '38 23'34 

2466 48 '23 

50 58'26 95'45 

46. It will be seen from the above table that the actual produc-
tion in the F.F.P. was not only below the original programme but 
also below the annual targets fixed by the plant. 

• 
47. Asked about the reasons for the shortfall in production as 

compared to the annual targets, the Committee were informed that 
thls was due to non-availability of certain equipment and facilities 
on acCount of delays in construction, Even the units that had been 
commissioned could not attain the rated capacity because of certairt 
breakdowns and teething troubles. Further the targetted output per 
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unit moulding area was calculated on the basis of weight group as 
prescribed in the Detailed Project Report. The orders received on 
the other hand being of differing weight group, the output per unit 
moulding area as calculated could not be achieved. Besides, the 
efficiency of the workers remained far below the nonns specified 
in the Detailed Project Report as most of the workers are trainees 
taken from the construction side. 

48. In this connection it was noted that not only the targets fixed 
before the commCl"Cement of the year but even the revised targets 
fixed at the time '-if preparation of revised budget estimates <which 
are prepared during the middle of the financial yeat) were not 
achieved. Thus the production in 1966-67 was only 52 per cent of 
the targets fixed as per the revised budget. 

49. Asked about the reasons for not achieving even the revised 
targets, the representative of the Corporation stated during evidence 
that there were delays in construction as a result of irhieh certain 
equipment and facilities were not available in time. Further, 
becau.e of delay in construction, 250 persons which were to be re-
leased and transferred to the production side could not be released. 
This hampered production. The break down of three tOri hammer 
in Forge Shop for 1113 working hours was another factor for short-
fall in production. As there was no spare piston available at the 
time of break down, it had to be casted and machined before the 
hammer could be commissioned again. 

51. The reasons advaaeed for the shortfall In production In 1966-&'7 
even as eompared to the revised estimates when the aetuals of m 
IIlODtbl proc1ucifOD were available are hardly satisfaetory. ODe of 
the reasons advanced is that there were construction delays due to 
whleb eertam equipment and laeilltles were not commisslollecl In 
time. That It was not possible for the management to forecast with 
reasoaable uearaey the constnld'on !'If'},f"flult" for fOven the eomln, 
sIx months does not speak well of the plamling and orpnlsaticmal 
etBdency of the Corporation which has nearly eight years of «:on5-
tnacUoa experIeaee. 

St. Another reason ac'lvanced for sbottfaD tn prodaeUon Is that 
beause of delays In. construction , about 200 wo1'kers ani 58 super-. 
viSOl'5 c.ould not beo transferred from the construction side to the 
production sM~ tlte~hv a&ertint( th~ p-od.ction. For the lJ'"OOeI' 

dlscharce of their chatles, It Is eaeattal that the "I':~' sIioaW be 
In posttloa wen .. time so that they eould. be fammu witII the 
.tobe. The Committee faD to understand as to 1Knr the plaat t1&-
MIU1e~ D1l utnlaec1 persoaa whleh were vet to J. from tbe .... 
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1ruetloh side. It appears that there was hardly any phased pro-
.gramme tor the training and deployment of workers according to 
. the need8 of production. 

52. The Committee view with concern the substantial shortfall in 
production in the F.F.P. as compared to the annual targets fixed. 
The shortfallln production not only affects the working of this plant 
but also the production in the HMBP and the HMTP which depend 
on this plant for the supply of castings and forgings. The satis-
factory working of tbls plant therefore assumes added Significance. 
The Committee, therefore, desire that steps should be taken by the 
management to fix realistic targets taking Into consideration all the 
factors aad to ensure that~the targets so fixed are actually fulftlled. 

Heavy Machine Building Plant 

53. The Heavy Machine Building Plant is designed to produce 
annually 80,000 tonnes of heavy machinery items and eqUipment. 
Out of the total capacity, about 65,000 tonnes wHl oe ma~inery and 
equipment required for steel plants and the rest for meeting the 
requirements of heavy machinery items for other industries like 
cement, fertilizers, mining, oil drillings, etc. The scope of items to 
be manufaCtured as per Detailed Project Report is as under:-

• 
QU'lntity Value in 

Description of Item in M/tons Rs. lakhs 

'Coke oven 8r By Product Equipm:nt 7700 362 ' W 
Blast furnace equipment 5500 238'00 
Steel metdng equipment 7000 246'00 
Crushing ~ Grinding Equipment 3150 152'00 
Crane Equipment 6570 27°'00 
Rolling Mill Equipment 34500 2000'00 

Spare pam for Metallurgical equipment rofo 1°5'00 
Heavy mining equipment 880 45'00 
EXC8vaMts 4950 2°5'00 
Press forging equipment 1360 76'00 
Heavy Oil Drilling rigs 5500 361'00 
Miscellanecus heavy parts and assemblies 1810 72 '00 

TOTAL 80000 4136 '00 

trrhe value of output at th: tim~ of re'lching rated capacity will be 
diffctent from value indicated in D.P.R. since the b'lSis for D.P.R. values is 
the y·orJd market price-C.I.F. Indian ports prevailitlg in 1959. 



18 

54. The pattern of production is only indicative of the capacity 
of plant in terms of machining handling, heat treatment and assembl-
ing facilities and does not imply that the same pattern of production 
should be repeated year after year. The plant is equipped with ver-
satile general purpose machine tools and provides for wide flexibility 
in undertaking manufacture of analogous items. 

55. To meet the requirements of steel structures a Steel Struc-
tural Fabrication Shop with a capacity of 25,000 tons of fabricated 
ttructurals on a double shit·t basis has been set up as an adjunct to 
the Heavy Machine Building Plant. 
Proo1U'tion Programme 

56. The initial production in the Heavy Machine Building Plant 
commenced in November. 1963 based on the equipment installed. 
The production programme drawn for this plant in 1963, targets fixed 
every year and the actual production during the years 19'64-65 to 
1~' were &3 follows:-
----

Ori~~inal Annual target Actuals 
program.me 

tonnes tonnes Value Tonnes Value 

(Rs. in lakhs) 
1964-65 • 16000 1798,S 2012'S 3208'3 72 'n 
1965-66 • 22500 9451'5 344'00 l0980'st 285'4 
1966-67 1951 '9 749'5 14309'2- 466'74 
----

~7. It will be seE'n from the above table that the actual production 
fell short of the annual targets fixed by the plant. In 196&-67 al-
tholl~h the proUul.'tbn in terms of quantity was 73.4 per (.'ent of the-
targetted production the actual financial value was only 62 per cent 
of the budget est imatps. This was mainly due to lesser production 
of me~hllnical items which have a much higher saleable value than 
structural items. Further out of total production in the Heavy 
Machine Building Plant in 1966-67 about 16 per cent. were imported 
components. 

58. In the case of the Heavy Machine Tools Plant also the original 
produ;!tion programme for 1966-67 was for the manufacture of 24 
machines. Howevt-f due to the late receipt of foundation drawings. 
of mach'nes anli belated delivery of cranes and machines from abroad 
the erection of IDdchinery and equipment could not be carried out as 

-~~~~--~----------~------Incl"ftc of tODDeS of fahrkation of structural b~' thc COIltnlc:ton 
tlnclude. fabr~iOll done t>y athcr .a.acucies tinder HMBP. 
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per original plan. A revised budget estimate was therefore prepared: 
for the assembly of 12 machines from imported components. But 
this programme ('ould also not be adher€d to and the numb€r of 
machines actually a~sembled was only 7. 

59. The Committee regret to observe that little effort seems to· 
have been made to improve the working of the plants. In the case 
of the Heavy Machine Building Plant even in 1967-68 the actual pro-
duction was only 6180 tons as against the planned production of 12,200-
tons for the half year ending the 30th September, 1967 or about 58 
per cent of the planned output. Similarly in the Heavy Machine 
Tools Plant, as against the produdion programme for the manufac· 
tore/assembly of 36 machines in 1967-68, the number of machines as-
sembled during the half year ending the 30th September, 1967 was 
only 9. This is a sad state of affairs. As pointed out in subsequent 
paragraphs of this report, the shortfall in production especially in 
the Heavy Machine Building Plant not only affects the working of 
this plant, but also the timely delivery of goods to the customers. In 
many cases the Corporation failed to make deliveries according to the· 
commitments made. Further, the shortfall in production is also like-
ly to affect the import contents of the product as the same may have 
to be increased in order to adhere to the delivery schedule. This as 
well as the hlgh incidence 01 fIxed charges on lower output altccts the 
cost of production. The Committee therefore desire that a thorough 
enquiry should be made into the reasons for continued low output in 
these plants and steps taken to improve their working. Some of th("-
deficiencies noticed by the Committee are discussed in the following 
paragraphs. 

B. Idle machinery and labour 

60. The Committee called for a statement about the idle machines 
and labour in the Heavy Machine Building Plant during 1966-67. 
From the information furnished they observe that out of 17,38,288 
machine hours available, the machine hours actually utilised were 
only 4,93,257. Thus the machines remained idle for 12 per cent of 
the m:3chine hours available. There was also idle labour and out of 
21,81,766 labour hours available, the labour hours utilised were only 
10,11,723. Thus the percentage of idle labour hours was 54 per cent 
of the total hours available. 

RI. During evirIt'nce the Committee were informed that the :dle 
lime of machines a::; furnished included the time taken in iSSL!ing 
instrucL')ns, fixation of jigs and fixtures and in setting up of the 
machines .. This should not be included in idle time as it was already 
pro,,! ~ed In the planning schedule. Therefore the 72 per cent of 
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th(> idle machine hours did nut reflect the correct idle time of the 
machines. However, even according to the corrected figures of idle 
rna('hlnes for the r('J"iod April-De::ember, 1967 furnished at the in-
stance of the Con;rnittee, they find that the position \vas no better 
and thr pcrcentavc of idle machine hours during thi5 period was 
70.3 N;'f ('ent of the total available hours. The break-·li. of irUe 
pt'ft'ent3 gc of the much ines was as follows:--

(a) Want of Op:!rator 
(b) Want of Job 
(c) Want of tools .. 
(d) M('chanicu& Ele<:trical breakdowm 
(e) Want of Crane facility 
(f) Want of material 
(g) Want of drawing & Technology . 
(h) Tool-down strike 
(i) Machines not actually working in second shift 
Q) D!lay due to inspection . 
(k) Deficiencies in reponing . 

TOTAL . 

21'3% 
8-2% 
1'3% 
3'4% 
0'1% 

1'9% 
0'2% 
2'3% 

18'0% 
S'2% 
8'3% 

U. The Committee Vi~. with concern that even after three years 
;ti' cObmlencemrit of prOdudion ill thti piant, while on the. one 'hand 
the vuuab1e machinery coSting as. 16'39 crofts remained idle for 
70 per cent of the mach.iDe hours available, on the other iwlci there 
was idle labour to the e,xtent of 54 per cent. In view of such a high 
pel"Celltap of idle men and maehinery it is not surprising to find that 
there was delay in execution Of orders in more than 71 per cent of 
the ~ases during the last three years as pointed out in para 67 of this 
Report. This serious situation calls for immediate remedial 
measures to ensure proper utiUsation of labour and machinery. 
From the break-up of idle time of machinery it is seen that the 
reason f01' tlte Idle machinery to the extent of 21,3 per (.-ent WItS want 
of operators. It is regrettable that while on the one hand the 
mat hines remained idle to such an extent for want of operators, on 
the other hand the workers were idle to the exteat of 54 per t.'f'nt of 
tile labour hours available. The Committee were informed that the 
o~ratori required were for big anel sophisticated machines. They 
however Ond that the Corporation have secured for tbis plant alone 
the ~rvlces of 373 foreicn eXperts and of another 242 Indian pen-ODS 
ttaiDed abroad besides large number of persons trained ill. other 
platlts/UJulertakinp in India uul in tbe Central Traininc Institute of 
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the Cerporation. Th~t the Corporation should still be short of trained' 
operators for certain machines shows that no proper thought was given 
to the se1ection and training of right types of persons for the running 
of this plant. This has led to the anomalous position of shottage of 
suitable persons for running the plant and at the ~me tiJpe a Jar~ 
force of idle workers. The Committee recommend that the GoverQ-
~t should carefully analyse the reasons for this alarming situation 
and take immediate remedial measures. 

C. Planning for Production 

63. One of the reasons for idle machinery was lack of seientiftc 
planning for production for different shops. As pointed out by the' 
FA & CAO of the Corporation, at pres~t planning is doQ..e in a 
general manner without specific referenCe to the machine-wise avail-
able capacity and without taking into consideration the normal time 
in terms of standard time, 11equired to complete the various jobs, with 
the result that it is ditlicult to analyse which part of idle time relates 
to want of load and which part to other reasons. In the absence of' 
such planned loading of the sb,ops, it. is di8.icult ~ ensure proper' 
utilisation of machines. The Committee, therefore, d~irethat t'8rly 
a,etion should be taken to work out the standard bours for all jobs. 
This would also help the plants in working the incentive bonus 
scheme for the workers. The norms so fixed could of course be' 
1. '" 

reviewed ia the light of experienc:e gained on production in different, 
shops. 

Marerial.o; Planning. 

64. Another reason for idle !l1Uc:hint::ry was r.on-avaiiability of 
drawings, material, etc. It was noted that there were bottlenecks 
in th", Structural Design Department and. in the Engin,:!erin 5 Depart· 
ment~ where detailed preparation of bills of materials, shop routing, 
blue printing of technology and drawings etc. were made out. Any 
delay in the Engin~ring Department/Stru:!tural Design Office results 
in further delay ir. other sections and in the Purchase Department 
In procurement of ra., .. mat0rials. etc. as procurement action to meet 
the demands of pr0duction can only be taken in advance if the Pur-
chase Department is given complete details of the items required 
with full specifications in time. There were delays in the Purchase 
Department al~o in the procurement of materials. 

65, The Chairm,m of the Corporation admitteci during eviden~ 
that thE' procurement of materials. etc. had been the main bottleneck 
so far in the proper working of the Heavy Machine Bu:Iding Plant. 
Stf>PS hr;"e however been taken to reorganise the concerned depart-
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ments e.Q. Planning Department, Engineering Department and the 
StNCf,; and Purchase Departments. 

66. The Committee regret to note that it should have taken the 
~tio. 10 lon, to realise the defici.eaeies ill these departments 
aDeI to take D8ee5Sary remedial measures. They trust that it would 
at least now be ensured. by the Corporation that as far as possible DO 

work is held up or machinery or labour remain idle for want of 
materials. 

D. Delay in execution of orders 

87. A total of 439 work orders for 36,438 tonnes were taken up 
by the Heavy Machine Building Plant for execution by March, 1967. 
but there was considerable delay in the execution of these orders 
and only 127 work orders for 16,133 tonnes were completed till the 
uUt' date. Thus there was delay in execution of 71 of the work 
orders. There were also delays in exe~ution of orders in the F.F.P. 
Work Orders of the value of Rs. 59.25 lakhs were delayed in this 
.plant by more than three months from the dates of deliveries origi-
nally a~rc~d to. 

6S. The delays in execution of orders affected the manufacturing 
programme of tht customers. In a memorandum furnished to the 
CommittL~ the Hindustan Steel Ltd. pointed out that the supply of 
tnird pig c8!\ting machine was delayed by about 9 months. The 
equipment was delivered at Durgapur in December, 1965 against the 
wntract date of Marr.h, 1965. Similarly because of delay in supply 
of equipment for the sixth blast furnace complex for Bhilai Steel 
Plant, its commissioning would be delayed by more than one year. 
The rolls, spares and changeables for the Hindustan Steel Ltd., units 
were also delayed considerably and it had been stated by the Hindu-
stan Steel Ltd. that unless there was a positive drive to complete 
these orders by Heavy Engineering Corporation, the maintenance of 
the steel plants would suffer greatly. The delays in execution of 
orders were also pointed out by Tata Iron & Steel Company Ltd. and 
Indian Iron & Steel Company Ltd. 

69. During evidence is was admitted that there had been delays 
m the execution of orders even upto one year in some cases. Thus 
for instance there had been serious delays on the part of the Corpo-
ration in the supply of components for Bokaro Stt.~l Plant. Certain 

,())'ders of the Mini~try of Defence were also delayed.. 
.('-

70. A. ... to the reasons for the 4elay in execution of work orden 
\he Chairman of the CorporatioIr,(stated that there were severai 
factors responsible for it There were difficulties in the procurement 
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of raw materials and designs and drawings. The Corporation had 
re-organised the conc~rned departments e.g. the Planning Depart-
ment, Engineering Department and StMes and Furchase Depart-
ments to avoid the bottlenecks in procurement. There were also 
difficulties in getting trained personnel to operate the sophisticated 
ma~hines installed in Heavy Machine Building Plant. The existing 
staff had to be trained and they took time to develop their skills. 

71. The Secretary of the Minish'y also admitted du ring evidence 
that the delay in execution of orders was a very serious matter 
which the N."jnistry was looking into. According to him it was partly 
a question of managerial deficien:::y and partly a question of lack of 
expelience. Both these had to be tackled. He added that the Cor-
poration had been rather too optimistic in giving the delivery dates 
and he had personally told the previous Chainnan of the Corporation 
thr! ~Jt: 8~ould he more realistic in his estimates of production. 

72. The Committee are unhappy over the serious d~lays in the 
execution of orders which not only affect production in Heavy 
Engineering Corporation but aiso the manufacturing programme of 
their customers. Such delays are also likely to reiuJt in financial loss 
by way of penalty for non-delivery of products according to scbedule. 
In case the delays in the execution of orders persist, the customers 
will have second thoughts before placing orders on. Heavy Engineer-
ing Corporation. This the Corporation can ill afford at present 
when it is already short of orders. The Committee, therefore, 
desire that immediate steps should be taken by the Corporation to 
ensure that the delivery dateS are adhered to. 

73. During evidence t.he Committee also enquired whether these 
serious delays in the exe::ution of orders came to the notice of the 
Ministry. The Secretary of the Ministry of Industrial Development 
and Company Affairs stated that as a normal practice the Ministry 
did not watch the execution of work orders. But what usually 
happened was that the people who were affected by the delay in ex-
ecution of work orders brought it to their noti :'('. As soon as these 
del:~ys v,,'ere broul;;ht to their not:ce the matter was taken up with 
the management. 

74. The Committee find that the Minjstry receives regularly the 
monthly progress reports and also the Quarterly Financial Reviews 
from tbe Corporation. It is, therefore surprising that the Ministry 
should wait till the customers bring such delays to their notice. The 
very purpose of submitting these reports is defeated, if timely action 
is not taken by the Ministry to take up with the manageDl\OOt the 
defedll aotieed as a result of examination of these reports, The 
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Committee believe that the delays eould have been minimised to 
lIO.me extent if the Ministry had taken greater interest in the' reports 
submitted to them. Tbey desire that suitable instructions should be 
issued by GOV!el1lJllent to ensure that these reports are studied by 
tbe Ministries concerned and remedial measures taken on de6tiencies 
noticed. Failure on the part of the officers of the Ministries to take 
appropriate action should be enquired into and the ~sibWty 
fixed. 

E. Cost of Produetioa 

75. It is seen that both in Foundry Forge Plant and Heavy 
Machine Building Plant the cost of production is much higher than 
even the selling pric~ resulting in considerable loss to .the Corpo-
ration. From the statement furnished to the Committees fAppendices 
V and VI) regarding the cost of production and selling price. etc. of 
items produced in 1966-67 it is noted that in certain cases the cost of 
p~~ion w~ ev~n more than double the selling pri~ Some of 
the instances in which the cost of production was m~~ higher 
than the selling price are glven below:-
_.-. __ .. _-----------------------

Total cost Selling 
of price 

production per tonne 
per tonne 

-_"_-0.-.-__ . __ ._- _________________ _ 

F.P.P. !ltructurals 
C.I. Floor plates HMTP 
Liftin~:DC 'ba'l;s:n for Gandak Barrage 
Roll~ f(\f BSP • " 
N. F. Blast Tuy~ for HSL . 
G. I. Chill rolls for MIs. Tin Plate Co .• 

Jarnshedpur. . 
!Wlls (Rus,."ian imported) 

Rs. 
3,019 
8,000 

31,069 
976 

23>440 

6,230 

4.430 

'R$. 
1","00 
3,500 

5,936 
429 

22,000 

5,000 
3,on 

76. During f'\'idt'n~l' the Committee were inloH!:.ed that the main 
rea:'l(m for the high cost of production was high over-heads because 
of lo\" 1)~odl1('t ion. With the increase in productipn the over-heads 
per unit WE're expected to come down. 

77. Tbe Committee are eoastraiaed to ohsene that ill the ease·· 
of certain items., the selling pri~ does not cove!; t>Ven all da.e direct 
~ in resper.t of item.." such as raw materials, salaries .... wqeII 
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and power and fuel, not to speak of indirect charges like depreciation,. 
interest, other over-heads, etc. This is a serious matter and calls 
for urgent action on the part of the Corporation to examine the 
reasons for such high cost of production. The high cost of produc-
tion not only atteets the financial working of the Corporation but 
also its competitive position in the international market. Because 
of lack of sufficient internal demand, it is vital-for the CorporatLn 
to enter the export market. But it was admitted by the Chairman 
of the Corporation that althougll they had tendered in a number 
of cases, they could not secure any order mainly because of very 
high cost of production and the international price being not suffi-
cient even to cover the cost of raw materials. The Committee, 
therefore, urge that concerted efforts should be made by the 
management to reduce the cost of production. through improved 
productivity and reduction in inventories, wastages of materials, 
and better utilisation of men and machinery. 

F. Quality of Products 

78. There had also been complaints about the quality of items 
manufactured by Heavy Engineering Corporation. In a memo-
randum submitted by the Hindustan Steel Ltd., it was pointed out 
ihat all the roll~ which had been supplied by the Heavy Engineermg 
Corporation had been rejected for the following reasons:-

(a) The machining of the necks of the rolls for the Billet 
Mills was defective and these could not be fitted in the-
double row tapered roller bearings. If these were fitted, 
this would have caused damage to the bearing. 

(b) None of the Key-ways put in the rolls were in conformity 
with the dimensions and tolerances given in the drawings. 
These were, therefore. not interchangeable a~ they must 
be. 

(c) The material used in the manufacture of rolls was sub-
standard. The Hindustan Steel Ltd. had asked for the 
alloy S.G. rolls, and Heavy Engineering Corporation had 
supplied plain carbon unalloyed rolls. The rolls of this 
specification are suitable only for rolling rounds as in the 
case of Durgapur Steel Plant but definit~ly not for BhiIai 
Steel Plant where they are meant for ro11ing channels and 
joists. These rolls were sent back to Heavy Engineering 
Corporation. 

79. In the case of 12 rolls supplied to Durgapur Steel Plant, two· 
rolls had been rejected on account of bad machining and returned 
to Heavy Engineering Corporation for re~fication. The life of the, 
217-LS=:i"-"'- . 
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rolls supplied was also less compared to the imported ones because 
these rolls did not contain the alloying elements like nickel, moly-
badenum. chromium etc. 

SO. The Hindustan Steel Ltd. had observed that they were not 
yet satisfied with the quality of rolls, delivery periods aild their per-
formance and it seems that for a few years more they will have to 
continue with the import of rolls. Several defects were also pointed 
out by the Hindustan Steel 'Ltd. in the equipment supplied for the 
!>ixth Blast furna(,e complex at BhUai. 

81. DUring evidence it was admitted that there had been com-
plaints about the quality of the items manufactured by the Cor-
poration. The main reason for these defects was that these items 
had been taken up for manufacture for the first time in the country 
llnd experienCf:'/skill were slowly being developed resulting in further 
improvement in quality. 

82. As regards complaints about rons supplied to the Hindustan 
Steel Lid. the representative of the Corporation stated that due to 
difficulties in obtaining alloy steel, the rolls supplied were not exact-
ly according to the specifications. These rolls had later on been with-
drawn and new rolls had been supplied according to the specifica-
tions. The defects in the sixth Blast furnace complex were stated to 
be minor defects which had developed in transit. On defects being 
pointed out by the BhUai Steel Plant, a team \-... 'as sent out which 
inspected the eqUipment at site and rectified the defe~ts. 

11. It needs no emphull that the products manufactured should 
be 01 sWulard quality and according &0 the requirements of the 
ecmsumers. The Committee, therefore, recommend that there should 
be rtrkI quallty eontrol at every stage of prod1letion to obviate 
eomplalnts from eustomers and to Inspire eonftdenee In the pro-
duets of the CorponUOIl. 

G. Surplus capacity 

84. While on the one hand there were delays in the execution of 
orders both by the Heavy Machine Building Plant and the Foundry 
Forge Plant. on the other hand the Committee were informed that 
the Corporation was facing the problem of lack of forward orders 
to utilise fully \he capacity that would be developed in various plants 
of the Corporation in the coming years. From the statements fur-
.nished to the Committee (Appendix VU) regarding estimated capa-
eity. the orders b hand or expected and the likely surplus or sbort-
ltlls in orders in the t~ree plants of the Corporation, it is seen that 
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'while the capacity of the Heavy Machine Building Plant is sufficient-
ly loaded upto 1969-70 except for certain departments, the Foundry 
Forge Plant and the Heavy Machine Tools Plant will have unutilised 
capacity even from 1967-68. 

Ro. The Committee enquired during evidence whether in view of 
-the surplus capacity in the Foundry Forge Plant, it was desirable to 
continue with the implementation of the first and second phases of 
the third stage expansion of the Foundry Forge Plant. The Secretary 
of the Ministry stated that the implementation of this stage would 
only mean increasing the capacity of this plant to match the capacity 
already established in the Heavy Machine Building Plant. Since 
·orders had already been placed for the civil works, buildings and the 
equipment, it would nO'1; be possible to cancel these orders at this 
stage. 

86. As regards the Heavy Machine Tools Plant, the Committee were 
informed that the lack of orders for this plant was a temporary phase 
:md the Corporation was confident of utilising the capacity created 
for heavy machine tools. The Corporation had already got orders 
for more than 40 machines and further orders were also expected in 
"Course of time. 

87. In the case of the Heavy Machine Building Plant, the problem 
was that the type of capacity established there was essentially of a 
jobbing nature. It was stated that the range of equipment required 
to be manufactured was comparably of long manufacturing cycle. 
;t took nearly l! to 2 years on preparatory work (like design, tech-
nology, tooling, material estimates, material procurement, making of 
patterns, obtaining castings, etc.) from the date the orders were 
~e::eived before the production could commence. It was, therefore, 
necessary to have long range planning for setting up of new steel 
plants or expansion of the existing units, so that on economic batch 
production basis, work could be taken up and resources fully utilised. 

,For this purpose, at least finn orders should be in hand for 5 years 
'and for another 5 years there should be perspective planning so that 
for certain items a continuous manufacturing programme could be 
,maintained and the capacity utilised fully. 

88. It was further stated that the items to be produced in the Heavy 
'Machine Building Plant were also very bulky and expensive. There-
-fore, the Corporation could not afford in every case to produce for 
sto± H the orders were planned in advance, standard items like 

-.excavators. slag ladle cars, ingot mould cars, transfer cars, oil dril-
::ling rigs, hydraulic presses, heavy duty metallurgical cranes and such 
-other items could be produced in economic lots and the profitability 
improved. 
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!ill. During evidenze the Secretary of the Department of Industral' 
Development agreed that, as pointed out by the USSR authori-
ties also, there must be planning right now for the production 
which would start in the Heavy Machine Building Plant ~n 1973 
to have an even flow of production. The capacity which was being. 
developed in the Heavy Machine Building Plant was sufficient 
for manufacturing steel plant equipment of a million ton per year. 
It was hoped that the steel development programme would be such 
that Ii million tonne of steel capacity on an average would be added 
each year during the Fow·th Five Year Plan. But, unfortunatf'ly, 
a~~ things stood it looked that the increase in the capa~ity of steel 
plants was not likely to be more than half a million tons per annum 
on an avet·age. He admitted that unless the development plans of 
1he steel industry were much larger than the present prospects, the 
shortage of orders was going to be one of the very serious problems 
of Heavy Engineering Corporation in the near future. 

:)0. As regards steps taken to utilise the surplus capacity, the' 
C'.)mmittec were informed that steps have been taken for product 
diversification. Certain items taken up for manufacture were· 
(i) irrigation well drilling rigs; (ii) continuous casting machine; 
(iii) equipment for gas cylinder and rear axle and heavier com-
ponents for marine diesel engines; (iv) excavators for mining In-

dusu'y; (V) palletisation machinery, etc. A Russian team had also 
been invited to assist in planning diversification with the least addi-· 
tiona! expenditure . 

• 1. The Committee are perturbed at the lack of orders for the' 
Heavy MaehlDe BulIdlD~ Plant. In their oplnloa ODe of the major· 
('Ruses leading to the present situation is the decision of the Gov-
erDment to revise the initial capadty of the Heavy Machine Build-· 
in, Plant. As pointed out in para 7 of this Report, tile capacity of 
&be Heavy MadilDe Building Plant was Initially to be 45,800 tons 
In the ftnt stare to beexpandecl to 80,_ tons in the second stage .. 
But the Government subsequently decided to have the aapacitv 
of the plant as ...... tolls from the very beginning. It was also 
deeklec1 to revise the eapaetty of the Foundry Forge Project to 
88._ tODS so as to be in step with the Heuy Machine Building 
Pint. The revision in the t'aPBdties of the plants has resulted in 
delays iD con~tion aad additional expenditUre. Before deciding 
t. iauease the eaJHldty of tIIie Heavy Machine Bunding Plant fiom 
45.008 tons to 86.000 tons, it was expected of the Government to en-
sure whether there were l'fIU4Mlabie cbaaees of cerrespcmding-
degelopmeat of the iNa ... steel lIldustry. The limited .teIOiIlce8 
of the eollDtry and the need for balance4 develoltmeat of ail aeetors 
of ~omy called for a cautious approaclL The Seeretary of the Min-· 
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istry agreed during evidence that there shOuld be proper assessment 
.of demand, the projects should be started on a conservative basis 
.and the expan,ion should be thought of only when capacities created 
have been tuny utilised. TIi~ Committee cannot help reaching the 
·conclusion that if the orfl1nal capacities had not been revised,these 
units would have gone into production much earlier, there would 
have been lesser capital investment and the Corporation would not 
have faced the problem 01 lack of demand and idle capacity. The 
Committee trust tbat in future the Government would make more 
realistic assessment of demand especially when setting up plants 
.with such heavy capital investment. 

'92. It is significant to note the financial implications of the surplus 
'capacities in these plants. According to an assessment made by the 
Corporation, the Heavy Machine Building Plant will be practiCally 
idle from 1970-71 and the fixed charges alone will be Rs. 14 crores 
annually unless orders are received in the meantime. In the case of 
the F.P.P. there would be surplus capacity from 1967-68 itself and 
as a result of it, the net loss upto 19'69-70 would be Rs. 17 '52 crores. 
From 1970-71 this plant would also be practically idle and the fixed 
charges will amount to Rs. 17 ('rores per annum. The position is no 
better in the H.M.T.P. in as much as there are no appreciable orders 
there at present. If the capacity is not utilised the fixed charges 
would be Rs. 7'08 crores upto 1969-70 and Rs. 3'35 crores from 1970-71. 

93. Thus these plants set up at a capital investment of Rs. 244 
crores instead of paying any return on capital employed will result 
in a dead loss of Rs. 34.35 crores per annum from 1970-71 on account 
of fixed charges. This is an alarming position and calls for immediate 
steps to ensure proper utilisation of the capacities created in these 
plants. In addition to the steps being taken by the Corporation for 
product diversification, there is an urgent need for firm decision by 
the Government about the expansion of steel plants in the next ten 
years. 

Concerted efforts should also be made to promote exports through 
proper assessment of demand for the products of the Corporatiml in 
other countries. In this connection the Committee also feel that it 
would help exports if facilities are offered by the Government for 
supplying plant and equipment on deferred payment terms. While 
granting long term credits to the neighbouring countries, certain turn 
key projects for establishment in those countries could form a part 
of package deal. This would help to increase exports and utilise the 
surplus capacities in these plants. The Committee trust that the 
.matter would receive urgent attention of the Govemment. 
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H. Standardisatioll 
94. A. pointed out earlier one of the reasons why the Corporation. 

requires orders five years in advance is that the HMBP has a long 
manufacturing cycle. The preparatory work alone like preparation 
of designs, technology, tooling, material estimates, etc. takes H-2' 
years. Standardisation of equipment is one of the essential conditions 
for reducing the time lag in the manufacture of eqUipment. Once 
an equipment is standardised, a lot of time spent on preparatory 
work can be saved as most of the requirements like technology. 
designs, tools and fixtures etc. will be available with the plant. 

95. It is regrettable that not much headway has been made in 
regard to standardisation of steel plant equipment. In 1963-64 wben 
the Estimates Committee examined the working of Heavy 
Eqineering Corporation, they were informed that the Corporation 
has come to an understandinl' with HSL regarding standardisation of 
blast furnace desips. That Committee urged the need for early 
staDdardisation of other equipment in dose cODSultation with the 
users. The Committee are constrained to observe tbat the position 
Is no better even today and except the blast furnaces no otber 
equipment has been standardised. Needless to say that there Is 
argency for concerted efforts in this direction. The standardiSation 
of equiP"llt would not only help to reduce the time lag in the 
manufacture of the equipmea.t but also the cost of production, as the 
desip costs range from 10 per cent to Z5 per cent of the total cost 
of the equipmeat. 

I. Turn Key jolts 
96. The Corporation has expressed the view that placing of con-

tracts on the foreign suppliers for turn key projects was not desir-
able. The discussions with foreigners take three to four years before 
finalising the contract for tum key projects and when the question 
of supply comes, the foreign supplier generally recommend purchase 
of major part of equipment and machinery from abroad, and the 
items which could be produced in the country are left out on the 
plea that the indigenous supplies will take long time. With long 
range advance planning, requirements can be worked out with more 
definiteness and the production taken up in a manner that there is. 
a better utilisation of indigenous capacity. 

97. The Committee have in the past also (para '2, 13th Report) 
pointed out that setting up of plants on tum. key basis shoulcl be 
conftned to cues where time is of essence or where there is lack of 
neceasary tedmical skill aDd know-how in the country. In fact. 
with the settinc up of heavy eqineeriDg .ts like Heavy EragiDeeI'-
iDg Corporation, Heavy EledriaJs (India) Ltd. IUId tb,e aperienee 
Pined by the steel plaDb penennel ill erectiDa IUId I1IIDIinc the 
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steel plants, a stage has been reached wheo it should lte possible to 
set up future steel plants without any foreign collaboration. . 

98. The Committee considered the question as to how far the 
Corporation could itself take up the turn key jobs for the setting up 
of steel plants. The Secretary of the Department of Industrial 
Development stated during evidence that they were examining the 
possibility of setting up a sort of consortium of equipment suppliers 
like the Heavy Engineering Corporation, Heavy Electricals (India) 
Ltd., Instrumentaiion Ltd., and some other companies which would 
take up turn key jobs for execution in India or even abroad for set-
ting up steel plants. In taking up a turn key job there were three 
main stages involved. First there was the quesrtion of designing of the 
project and its plant and equipment, then the supply of equipment 
and thirdly the question of civil works and erection of equipment. 
The possibility of forming a sort of consortium to take up turn key 
jobs by collaborating with the firms either in the private or public 
sector was under examination. 

99. The Committee welcome this step. They consider that by 
virtue of its being in a position to make major contribution in the 
supply of plant and equipment for the steel ~ plants, Heavy 
Engineering Corporation can play a leading role in such a consortium. 
The Government will of course have to carefully examine the existing 
gaps in the facilities available in the country for equi1'meat, design 
and engineering and measures will have to be taken to cover up sl1ch 
gaps in order to enable any consortium to take up the work of setting 
up a steel plant from its conception to its commissioning. 



IV 
MATElUA.I.S MANAGEMENT 

A. Iavaltories 
100. The following table shows the value of inventories for the 

three plar.ataGuring the .1astthree years:-

(Rs. in lahs) 

1964-65 1965~ 1966-67 

H.M.B.P. 
Rall' Material Stores and !lpaI'CII:-

Indigenous '. } 20.'27 582 ,,6 SI 3'38 
Jna~d, 284'29 
SCfUi-finisbed goods. 21'84 37,65 40'03 
F~hed pds. 9'21 128'21 173'73 

TOTAL 23S'32 748'42 1011'43 

PolIftIIry PtIrI- Proj«t 
Raw material (PnlducrioD) and con .. 

sumable stores. 33'5° 79'77 164'30 
Spares for P & ,;\1 & equipment. ' 108'IS 126'77 214'20 
Semi-finished products, 4'18 5'54 45'92 
Finished product ' 1'49 2'92 10'16 

TOTAL 1.7'32 215'00 434'58 

H4Qf)Y l.{GCIri,., Tools Project 

Stores. s pares etc, 29'S3 40 '48 20'36 
Production steel 2'25 
Castings & Forgings , 00'32 0'57 
Aux, for machines & equipment CKD 

components and raw materials 82'02 
Imponed tools 26'58 

TOTAL 29'53 40 '80 131'78 _._-,-
32 
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It will be seen from the above statement that there has been 
,considerable increase in the value of inventories. The value of in-
ve!1tories in 1966-67 in all the three plants amounted to Rs. 15' 78 

·erores. 

101. During evidence the Chairman of the Corporation stated that 
the inventories should be judged with reference to the likely pro-
duction during the next year. Further in a plant like the Heavy 
Machine Building Plant, which has a long production cycle running 
from 8 months to two years, the inventories have to be higher than 
in other industries having comparatively short manufacturing 

,cycle. 

102. It was, however, admitted that the inventories in the Heavy 
Machine Building Plant were very high. One of the reasons was 
the heavy stock of steel items costing about Rs. 7 crores. Recently 
a Committee was appointed and it suggested that out of 30,000 
tons of steel items, about 10',000 tons of steel was surplus to require-
ments. The witness added that steps have been taken for their 
disposal. 

103. The Committee regret to note that items of steel were pur-
chased much in excess of requirements without carefully assessing 
the actual need. They find that there had been several other ca,ses 
where materials costing lakhs of rupees were purchased with-
out carefully assessing the actual requirements. Some of the 
instances as pointed out by the F.A. & C.A.O. in his reports for the 
Quarters ending June and September, 1967 are given in Appendix 
VIII. The Committee desire that these cases should be examined and 
the responsibility for the purchase of materials ill excess of require-
ments fixed. . .• 

104. Because of injudicious purchases of materials, stores valu-
ing Rs. 94'66 Iakhs were lying idle on the lst April, 1967 out of which 
stores worth Rs. 27.9 lakhs liad not moved for more than three 
years. What is worse is that inspite of heavy inventories in a large 
number of cases, the production suffered for want of materials. 
The Committee cannot help observing that the system of planning 
and purchasing of stores is defective and needs urgent review to 
avoid UnDecessary locking up of working capital in inventories and 
considerable loss to the Corporation because of heavy inventory 

'carrying cost.. 
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B. Coaamptlea of raw BIaterIals 

10ft, The following table shows the norms per tonne of produc--
tion ,.s given in Detailed Project Report and the actual consump-· 
tion of various raw materials in the Foundry Forge Plant:-

Conswnp- Actual 
tion per 
ton of 

per ton 
of g<-od 

good casting 
castings during 
as given 1966-67 

in the DPR (Tons) 
(Tons) 

G.l·. PMmdry:' 

Pig Iron (all types) . 0-62 1-0 
Scrap (Steel Roll and Ingot Mould) 0'42 0'25 
Ferro alloys. 0-03 0'02 

Non-PlfTous Poundry 
Charging materials. • 1'50 1'54· 

Steel Foundry. 
Steel Scrap 1'24 1 ·60 
Ferro-alloys 0'03 0'02 

106. As regards the reasons for high consumption the Committee· 
were informed that as Grey Iron Foundary was in its initial stages· 
of production, return scrap of suitable composition was not avail-
able and further Foundry returns were not accumulated so as to 
conform to the composition required. In the case of Steel Foundry, 
the norms given in Detailed Project Report were inclusive of open-
hearth steel which contained 30 per cent of pig iron approximately. 
However, as the open-hearth furnaces had not been commissioned, 
the whole charge was of only steel scrap. 

107. In the case of the Heavy Machine Building Plant, the control 
over consumption is exercised through bills of materials made out 
for each item of manul.aeture. According to the Russian Organisa-
tion Manual the control over the issue of materials has to be exer-
cised at ~ issue stage itself by means of limit charts. It provided 
that no issue of materials in excess of the authorised quantity 
should be made unless the same was speciIlcaDy authorised by an 
offtcer higher than the one normally authorised to draw the 
materials. Further. the excess issue should be drawn on a separate 
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voucher so that the cost of the excess issues could be worked out. 
easily. Howe"er as pointed out by the F.A. & C.A.O. of the Cor-
poration this procedure was not being followed in the Heavy 
Machine Building Plant as a result of which it was difficult to 
know the cases of. excess consumption of materials. 

108. During evidence it was admitted by the Chairman of the 
Corporation that the bills of quantities were not properly prepared. 
He added that instructions had since been issued in this regard to 
see that there was no undue wastage of materials. It had been 
provided that any quantity in excess of limit card had to be approv-
ed by the Chief Engineer (Technical). 

109. The Committee were also informed that in the absence of 
supply of correct sizes of metal rolled products from suppliers, ini-
tially 12 to 15 per cent of these items resulted in cut pieces. These 
were however subsequently used for smaller jobs. Instructions 
had also been issued to see that the materials issued for pro-
duction were of required sizes so that the minimum wastage took 
place. 

110. Considering that the cost of raw materials accOunts for a 
major portion of total cost of production for any item, It Is essential 
that there should be strict watch over consumption of raw materials. 
The Conlmittee. therefore, recommend that the norms of consump-
tion should be fixed on a sclentiftc basis and should not be exceeded 
without legitimate reasons. They &uggest that the cost of excess 
consumption should be worked out separately as this would help 
the management in reviewing the extent of such excess and taking 
remedial measures. 

C. Fire accidents 

111. The Corporation suffered considerable loss due to several 
fires in their plants. Details of major fires and the assessment of 
loss suffered in each case are indicated below:-

I. 
2. 
3. 

Date of fire 

15-6-63 
29-1-64 
10/n-9-64 

Place of fire ' 

Hatia Storage Shed. 
HMBP Open Gantry. 

• 'E' type shed at Cus-
tody Stores, Foun-
dry Forge Project. 

Grey Iron Foundry 
B-C Bay undcf¥pound 
cable tunnel ). 

Loss caused 

R~. 8Iakhs. 
Rs. 46. 31 lakhs. 
Rs. 25,000.'-
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112. The Director (Construction) of tbe Corporation who invi!&-
tigated the causes of the tirst fire made the following recommenda .. 

. tiona to avoid such fires in future:-
(i) Regular weekly fire drill should take place where all the 

concerned fire staff take part and are fully familiar with 
the procedure to be adopted in case of fire . 

. (ii) The fire engines should be started every day for short 
periods and run on full load at least once in a month for 
2 hours to satisfy ourselves that it is in good working con-
dition and a log book should be maintained. 

"(iU) As the building for Fire Station is not yet ready, Fire 
Engine and Fire Squad may be located in the Transport 
Shed where a separate place is given to them and a 
separate telephone installed. This should be manned all 
the 24 hours on shift system. All the Project Officers and 
the Stores should be intimated that they should contact 
the Fire Brigade through this telephone number im-
mediately a fire occurs . 

. (tv) Regular lessons 9hould be given to the concerned staff 
in Stores, etc. so that they are familiar with the correct 
method of using the variou5 fire extinguishers. These 
:fire extinguishers should be tested periodically and a log 
book maintained to show that they have been tested and 
are in good condition. A record should be maintained on 
the fire extinguisher itself to show that each extinguisher 
was refuelled, etc. . 

(v) We should have at least two water lorries with about 
1,200 gallons capacity each fully filled with water and 
readily availa61e at the fire Brigade all the 24 hours . 

. (li) Fire extinguishers in adequate number should be installed 
in all thE' Stores, Machine Shops etc. Special precaution 
should be taken where the incidence of fire is likely to 
cause great damage like Wood Working Shop, Oil Storage 
Sheds. etc. 

(vii) Strict rules regarding prohibition of smoking, etc. es-
pecially in vulnerable places, should be followed. 

(viii) Fire buckets with sand should be installed in various 
places in adequate numbers . 

. (ix) The Fire Staft should be supplied with uniform so that 
they may be easily recognised and permitted to go in 
without being held up by the Security staff. 
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(x) Instructions should be issued that when a fire occurs, the. 
H.E.C. Exchange should be informed. A list of essential. 
persons, who should be intimated, should be available' 
with the Exchange Operator, who will take steps to in-·· 
form these persons immediately. 

113. Unfortunately even after this report of the Director (Cons-
truction) effective steps were not taken to implement his recom-
mendations to fight/prevent fires in future. -To quote the words of 
Justic Mukherjee who enquired into the causes of the second fire 
in January, 1964, "it is depressing to note that many of the sugges-
tions made by Mr. Narayana Rao were only observed in the breach". 

114. The Committee enquired the reasons for not implementing 
these recommendations. They were informed that on the receipt 
of the Report of, the Director (Conslruction), the Chairman of the 
Corporation issued instructions to the Director Incharge of fire 
fighting organisation and to all Heads of the projects for implemen-
ting these recommendations. In view of tne observations by .Justice 
Mukherjee, the explanation of the Director in charge of Ii'ire Fighting 
Organisation was called for and this was examined by the Minis-
try concerned. Although according to the explanation oi the Direc-
tor in charge henad taken action to implement these recommen-
dations, the ultimate finding of the Ministry was that although 
something was being done to implement these recommendations, the 
sense of urgency with which these recommendations should have 
been implemented was not there. Everything was done in a routine 
way with the result that there were no adequate arrangements at 
the time of second fire in January, 1964. 

115. The Committee regret to note that not only did the Cor- . 
poration fan to take necessary precautions for fire fighting from the 
very beginning, but even after the fire in June, 1963, no urgent ac-
tion was taken to implement the recommendations of the Director 
(Construction). The result was that there was another major fire 
in January, 1964 causing heavy damage to valuable imported ma-
chinery, which had to be inipoifed again at a cost of Rs. 72.20 Iakhs. 
However, in view of the assurance given to the Committee that the 
fire service organisation of the Corporation has since been brought 
upto the standard, the Committee hope that such incidents will not 
oeeur In f1lture. 

D. Security arrangements 
116. In his report on the second fire in January, 1964, Justice 

Mukherjee commented upon adversely about the security arrange-
ments of the Corporation and observed inter alia as follows:--

'"There could be no serious doubt that the security arrange-
ments were not only inadequate but also that some of the -
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penonnel manning that service were incompetent. There 
was, I am constrained to say, almost criminal lack of 
supervision and control Deployment of untrained men, 
never mind if some of them were Ex-Police. and Ex-Army 
men, could alone never be conducive to proper security". 

117. As to the reasons for the delay in strengthening the security 
·arrangement the Secretary of the Corporation stated during evidence 
that although steps were initiated by the Director (Construction), 
it was not possible to get security personnel from the Army as 
most of the Army personnel had been called on duty due to 
Emergency and, therefore, they had to employ some people on 
mnster roll. But subsequently when the Corporation was able to 
ge1 the security personnel on deputation from Bihar Police and 
Bengal Police, the muster roll employees were released and there 
was no muster roll employee now on security duties. 

118. The Committee are not satJs8ed with the reasons for the 
dfUY In strengthenln, the seeurlty ammgements. In view of the 
tact that even subseqnently only persons from Bihar and Bengal 
PoUee have been engaged for security purposes, the plea of non-
avaUabDtty of army jtenonnel because of emergency seems to be 
untena1tle. The Committee feel that as in the case of fire fighting 
arrangements no serious attention was paid to strengthen the 
SflCurity amnlements and things were allowed to proceed In their 
own way. 

119. The Committee find that the third fire which occurred in 
September, 1964 also revealed lack of proper security arrangements. 
A ccorcling to the Report of the Enquiry Committee which looked 
into this fire it could be taken for certain that this fire was delibe-
rlt'tely caused, and as the police investigation later on confirmed, 
it was a case of sabotage. The key of the "E' shed in which the 
fire was caused was found missing on the morning of 11th Septem-
ber after the incident but was found in the key board again on the 
16th morning. The missing and finding of the key remained a mys-
tery. According to the Enquiry Committee Report the security 
guards on duty and the stores staff could not be absolved of their 
responsibilities in this regard. 

120. As regards the action taken against these persons it was 
stated that the matter was handed over to the police for investiga-
tion. AU the four security guards. the store clerk, stores man and 
store keeper against whom there was suspicion about the missing 
key were suspended. The pollce after investigation charge sheeted 
14 persons, against whom some snbstantive evidence could be ob-

. tained by them. Out of these 14 persons, five were committed to 

. Sessions Court and the case Was ~;udice. As regards the stores and 
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..security personnel, the police could not find evidence against them 
· for a criminal action. In the circumstances the departmental pro-

ceedings were dropped. against these persODS. 

121. Even granting that the police failed to find any evidence 
against the security personnel for a crimiDal actiOD, it is evident 
from the facts of the case that this fire could not oceur without 
the connivance or negligence on the part of the security guard. The 
Committee are concerned abouf the several cases of sabotage in the 
plants of the Corporation and feel that it is essential that proper 
measures should be taken to guard against recurrence of such cases. 
The Committee recommend that there should be proper screening 
of the security personnel before their aPPointment to avoid any 
chance of their complicity in such cases. 

Employment of Chief Security Officer as Controller Of Stores 

122. The Chief Security Officer of the Corporation was adversely 
commented upon in the Report of Justice Mukherjee. The then 
Chairman of the Corporation had therefore reported to the Govern-
ment on 15th February, 1965 that the Chief Security Officer would be 
relieved from the services of the Corporation as soon as an officer 
of the I'p.S. from the Bihar cadre was made available. Although 
an LP.S. officer joined the Corporation on the 8th July, 1965, 1he Chief 
Security Officer continued to work on his post upto January, 1967, 
and was thereafter appointed as Controller of Stores in Foundry 
Forge Plant. 

123. Asked about the reasons for not honouring the' commitment 
made to the Government, the Secretary of the Corporation stated 
during evidence that the Security Adviser to the Government of 
India recommended that the Security Officer shOUld be allowed to 
remain second in command for sometime. Further, on a representa-
tion received from the Security Officer involved it was felt that his 
responsibility was not such as should debar him from employment 
altogether and ends of justice would be met if he was transferred 
to another organisation. As he had the experience of stores in the 
Defence Department, he was transferred to the stores organisation 

· of the Foundry Forge Plant. The Ministry were however not inionn-
· ed of this change in the decision of the Corporation to relieve the 
'Security Officer. 

m. The Committee are COIUItrained to observe that In spite of 
1ldverse comments made in a report by an independent Enquiry Com-
mittee a.catasr the ChIef Security 0ftIeer and even after the Cor-
lJOratiOl1 ha4 made a cOIIlJIIitmeat to the Governmellt ill February, 
·1965 that the Chief Seeurlty 08ieer would be relieved from the 
;-:SerViCe of tile CorporaUoa, he was iD fact placed In a position with 
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IIfrher I'I8pOIIII'ItiI btstead of .1teing reUeftCl frem servlee. The!' 
elwa,e hi deeUion aboutbim was DOt eYeQ cOIDblunieated to the 
Government. The Committee take a serious view -of the scant regard' 
paid by the managemcnt to tbe obscJ;vations in the Report of an 
independent Eaqulry Committee. 

125. The Committee also repet to note that tile Government did 
DOt keep a wat.ch on the aetUal IJIlplementaiion of tile COJDmitment 
made to them in tlds regard. They desire tbat the matter should 
be eumtDed by the Mlnlstry aDd suitable action taken. 

The Committee also suggest that whenever special EnqUiry 
Committees are set up either by the Govemment or the Public' 
Undertakings, the action taken on the observation~recommenda. 
tions of luch reports should be watched by the Ministries concern--
ed. 

E. IDsurance of Plant and Machinery 
126. It was noted that the plant and machinery of the Heavy Ma--

chine Building Plant, where the fire took place in January, 1964 was 
not insured. The question of insurance was first taken up by the Cor-
poration with the Indian Insurance Companies Association Pool 
in 1961. A note was put up for the consideration of the Board of 
Directors at their meeting held on the 20th January, 1962. According 
to the minutes of the meeting of the Board of Directors, the decision 
of the Board was that as the Government had now revised their' 
approach and authorised each management to insure the property 
of the Corporation at their discretion, the Corporation was justified 
in effecting insurance of its property wherever found necess~ry. It 
was appreciated that although the overall expenditure in the form 
of insurance might appear large, this was to cover risks of diverse 
types on assets of a large value. It was, however, felt that the r.cL.Q 
for taking out storage-cum-erection insurance at least in the case of 
the F.F.P. equipment was more imminent. The Board therefore de-
cided that initially the plant and machinery received for the Foundry' 
Forge Plant only might be insured and based on the experience 
gained for some time the question of insuring the plant and equip-
ment from Russia for the Heavv Machine Building Plant also might 
be re-examined. 

127. It will be seen from the above minutes that the Board had 
realised the need for insurance of plant and machinery but decided' 
ttlat the question of insuring the plant and equipment fT(.m Russia 
(for the He.".,. Machine Building Plant) might be ~blilled based' 
on the 'experience gained for sometime. HoweVer, the mlltter was 
'Placed for the c:onstderatiOft of the Board again only on the 3rd Feb-· 
mary, 1964 (i.e. two years after the previousdecmon) when the:~ 
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Board approved the proposal of the Director (Finance) regarding 
storage-cum-erection insurance of machinery and other equipment 
of the Heavy Machine Building Plant and the Coal Mining Machinery 
Plant but desired that the proposal should be referred to the Gov-
ernment for advice, if any, before it was finally implemented. 

128. During evidence the Chairman oJ! the Corporation stated 
that the matter was taken up with the Indian Insurance Companies 
Association Pool in August, 1963 and talks were held with them in 
December, 1963. It is however norea that even In February, 1964. 
when the matter was put up to the Board, the rates of premium, 
the manner of payment, etc. had not been settled and the Board 
was requested to accept the proposal for insurance in principle so 
that further action regardlng negotiation for rates and the manner 
of payment etc. could be taken and settled with the Pool on imme-
diate basis. In tlle cIrcumstances, the time taken by the Corpora-
tion in preliminary talks with the Indian Insurance Companit>.s 
Association Pool could hardly be justified. It is regrettable that even 
after a major fire in Hatia storage shed in June, 1963, the urgency 
of the matter was not rea~d and no immediate action was taken 
to insure the plant and machinery of the Heavy Machine Building PlaA,. The fallare to rlisure the plant and machinery resulted In 
an avoidable loss of Ks. 72.20 lakhs to the Corporation. The Com· 
mittee hope that the management will insure valuable plant and 
machinery wherever necessary and jn~tified. 

217 LS--4 
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GE1~eTq.l 

129. The buJWsaI of, tll~ COfRQr,t.iop i~ IIlAAai~q R~ ~ ~~r~ ~l 
pirectors all af 'tIhoJll are aR~t~ 9:)' qoveJ:J:lm~nt. Tb,;e thr~~ 
plants are eacbbea~d by il Qfll~r~~ ~g~" h~~ RP~ of ~ 
General Manegera i. on ~, Jl9#lrQ pf ~r~q~ Qf tpe, co~~~ 
~r co-ordination. particularly m r:ej;PW~ of p~1i~y a~d corp~qp. 
matters of the projects, • ~it~ pf ~a&emeut h:a~ ~e~ flHlCo-
tioning in the Corporation. The members of tl¢; CQ~!¢t~~~ we~~ 
Chauman, Proje~t Heads, Financia~ Mviser apq Cpief Acco1ffit~ 
Officer. Secretary, Chief Engineer <Uqrs.) IJ.Jld Chief qf Ferso~~l 
Division. 

A. ~4 of ~'prs 
130. During the three years from 1964 to. 1966, 20 meetings of the 

Board of Directors of the CorpOration were held. A statement show-
ing the number or meetings attended by each Directo.r year-
wise is given'in Appendix 'IX. It will be seen therefrom that some 
of the Diredors did nof attend even 50 pet! cent of the m~tings of 
the Board during these years. 

1:;1. The abov€ position indicates lack of interest by some of the 
Directo.rs in the affairs of the Corporation. During evidence the 
Committee enquired whether at the time of appointment of the 
Directors it was seen by the Government that only such persons who 
were likely to. take interest in the affairs of the company were 
appointed on the Board of Directo.rs. The Se~retary of the Ministry 
stated that whire reviewing the composition of the Board of Dir~ors 
the extent of interest which the members of the previous Board of 
Directo.rs had taken in the meetings of the Board was generaUy 
taken into consideration. Further a limit had been imposed on the 
lllimber of comp&rues on whidl an officer of the Government could 
be a member. They were generally not allowed to be on the Board 
of more than three or four companies. 

132. The Committee, however, Rute that lOWe of the Dlreetors 
have continued to be on the Board of DIreeton of the Corporation 
for the last three years altlaOUCh they had Dot been atteMmc 

42 
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lIIlajority of tile meetings of the Board. The sueeess of aay UIlder-
.takiDg largely depends on the interest UlteR by the Board of 
D~ The Committee, therefore, reeomm~ ~Iut.t ~~the time 
>of reappoiDbneat of the Dtreetors each year, only those who have 
shown interest in the affairs of the Company should be considered 
for reappointment. The Comlnittee feel that in an undertaking of 
tJIis size ap.fi complexity it would be advantageous to h.ave the 

'General Man.~gers on the Board of Directors. 

B. Personnel 

133. The following table shows the position about the staff re· 
-quirements as estimated in the Project Reports or as per the organi-
sat.ion manual for each plant and the number of persons actually 
empluyed:-

As per In 
organisa- position 

tional 
Manual 

Foundry Forge PI-i'n( 

Technical St:-ff II58 451 
Ad:ninistrative staff 502 50 5 
Workers. 6413 22ZO 

TqTAL 80 73 3182 ---

H.M.B.P. 

E}n:n'!en 952 593 
Supe:-vL;ory 4r9 381 
W·)rkers 3184 243 1 

Clerical & Stores 602 715 
l..Jniki¥ 193 152 

T<?T/lL. 5380 5643 



Structural fabrication shop 

Engineers 
Supervisors. 
Workers. 
Clerical & Stores. 
Umk:Ued. 

II.M.T.P. 

Supervisory 
Workers. 
Others. 

TOTAL 

44 

Ultimate In 
require- POSlt'Oft 

ment 8.'! per 
D.P.R. 

47 
166 
406 
96 

72C 

1435 

298 
1313 
279 

40 
73 
80 
18 
36 

247 

166 
572 
173 

1890 9II 

134. Besides the per:sons employed in the three projects, there 
were 3306 persons employed in the Headquarters of Heavy Engineer-
ing Corporation at Ranchi for looking after fun~tions common to 
the entire Corporation and for maintaining a uniform policy on im-
portant matters. Some of the common service departments are: 
Town Administration, Medical, Training, Railway and Movement. 
Transport etc. 

135. An analysis of the staff position discloses the following 
puints:-

(i) In the!' F.F.P., the actual production in 1~7 was only 
about 3 per cent of the rated capacity. But the staff em-
ployed was about 40 per cent of the estimated staff require-
ments on reaching the rated capacity. The Administrative 
staff employed (505) was even more than the est.imated re-
quirements of staff at rated capacity. 

(ii) In the H.M.B.P. the actual production in 1966-67 was only 
about 18 per cent of the rated capacity. But the staff em-
ployed in production was even more than that estimated 
for production at the rated capacity. If was admitted in 
Parliament that sta1f in addition to those in position on 
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the 1st April, 1967 may not be required to reach the rated 
capacity. The staff was in excess especially in categories 
of clerical, stores and unskilled workers. 

(iii) In the H.M.T.P. the assembly of machines with the help of 
imported components started from the end of the year 
1966. DW'ing 1966-67, the machinery assembled was only 
116 tonnes as against the rated production capacity of 
10,000 tonne:;; per annum. But the staff employed was 
about 50 per cent of the estimated staff requirements at 
the full rated capacity. 

136. As regards the reasons for employment of more persons than 
the requirements at the present level of production, the Committee 
were informed that at the present stage of development, when the 
personnel were under training and had yet to acquire the required 
skills, the staff strength could not be related to the quantum of 
()utput. Persons had to be brought in position in advance as they had 
to be trained on the job. The staff in the preparatory departments 
had also to be bl(mght in position somewhat in advance as their acti-
vities preceded the a~tual production in the plant. Tl'lOreover the 
service departme:nts were to be fully manned even in the event of 
part production. These service departments were also used for con-
struction activities. Further, in the case of the Heavy Machine Build-
ing Plant the estimated requirments as per Detailed Project Reportl 
Org:misation Manual did. not include the persons employed in certain 
departments. Staff strength as suggested by the Soviets, did not 
prOVE: sufficient for departments like Administration, Fire Service, 
Security, Stores, Purchase, Labour Welfare, Finance, Accounts and 
maintenance. The Committee, were, however, assured that at no 
point of time the Corporation would exceed the recommended staff 
strengths for production in the Project Reports of the three plants 
barring only thof:e departments which were not included in those 
reports. 

137. It was, however, admitted that the present employment of 
.administrative staff in the Foun<il-y Forge Plant as well as of the 
clerical and stores and unskilled workers in the Heavy 
Machine Building Plant was more than the requirements. 
The reasons for excessive employment of Staff in these 
categories was that most of the clerical staff which the 
plant was having a1 present were employed three or four 
years back against the needs of construction and its associated a~ti
vities like Stores, Purchase, Finance, Accounts and Administration. 
During the construction stage much check was not exercised in the 
recruitment of staff. The result was that the Corporation was saddled 
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with additional hands and it was now difficult to retrench them 
because of fear of labour trouble. The Corporation wlis, therefore, 
trying to reorient conn ruction workers and to utilise them for pro-
ductlon. Th!S was also one of the causes for low production in the 
plants. 

138. It is unfortunate that the recruitment of staff by the Corpora-· 
tion during construction was not strictly related to the requiremients. 
Raving committed this initial mistake the Corporation now finds it 
difficult to retrench them and are obliged to carry the extra strength .. 
This has led to lower productivity and higher cost of production. 

139. In thts cctmiedlon the Committee note that tbe Estimates· 
Committee (Ita-*,,) wliich examined the working of this Corpora--
tlon S1I,gested in para 173 of their 51st Report that "tire Corporation 
ahould endeavour frOM tbe Mginning to (i) restrict the number of 
adhriniftrative alid sap'ervlsory staff, (ii) increase the productivity ot 
direct wotkers by prO}Jle!r trailling, arid (iii) avoid any over staffing 
tral'ticululy at the initial stllge." In pursuance of this recommenda-
tion tbe Corporation had stated that with a view to enosuring thllt. 
there was no oventafRnr e~en at this stage of construction and pro-
duttion • decitmn had been t&ttln to freeze recruitment at ali levels. 
Staff was ~iDr reeniited only when it was absolutely essential. From 
• statemeat furnished to the Committee it is however noted that the 
Corporatiou bas appointed 1,5%3 irlore persons in the Jast three years. 
The persons recndted indode workers and staff for departments 
lIIte AdmialstMiOJi, Stores, Finance etc. in which there was aJrf!ady 
overstating. 

It is regrettable that in spite of the tetOhunendation of the FlSti-
mates Committee and the deeision 01 tbe Corporation to freeze 
teeruitmeDt. tlte emp10yment of additional staff shoUld have continu~d 
ill tlie plantll of the CorporatiGft. ':this only shows fhat ihe manage-
ment has failed to implement its own decisions. l'he Committee 
desire that unless technical compulsions require no fresh reCruitment 
shOuld be made till all the existiac labeUl' and staff ba~e been ~ 
fully utilised. 

140. The Committee alSo enquired whether any scrutiD.y had been 
made about the actual requirements of persons for each job. They 
were informed that 0 &: M Section of the COrpOration which was· 
constituted in A.pril, 1966 was making studies in this regard. The' 
studies SO far ct'ndueted related tb the Departments connected with 
Headquarters and billy a f(!W Departments of plants were taken up. 
The studies w~e conftnetl tb areas iriWlvirig clerical actiVities. 713 
DOn-technical persons were found surplus. The 0 & M Reports were 
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Still ttiiaer conSideration of the -Dep2l'rtments. The 0 It M Division 
could not extend its field of study since July, 1867 beCause of its 
involvement with deployment of staff declated surplus· and in ren~ 
tiering assistance for implementation of their recommendations; 
Series of discussions have been held for implementing the proee-
dural changes in Purchase and Finan'Ce accounting. It will take 
another 18-24 months to complete the studies in the temaining 
departments of Headquarters and alSo cover the Departments be-
longing to the plants. 

141. The Colhmittee are not satisfied with the progress made in 
locating surpius stafl in tile plants of the CorPoration. They also feel 
t6at in order to have a proper assesSinent of the sitrplu5 staff; it woula 
be better to have such an iriv~stigldlon carried Gut hy some exPert 
outsiae agency. 

c. Stuplus construction staff 
142. During evidence, the Committee were informed that the 

Corporation was trying to reorient the conStruction staff by giving 
ihem some training and putting them on production jobs. Even then 
all the civil construction staff could not be adjusted to the needs of 
mechanical plants and therefore it would not be possible to absorb 
all of them. 

143. III this connection, the Committee also enquired whether 
there was any system whereby the surplus construction staff from 
one public sector project could be transferred to the other projects. 
They were informed that although the Corporation had written on the 
subject to many public undertakings ~hich were going into cons-
truction, the r~sponse had not been satisfactory. For instance, the 
Bokaro Steel Plant preferred to take dvil engineering staff from 
Bhilai Steel Plant. On the other hand the Bharat Aluminium Com-
pany Ltd. preferred to make recruitment from the open market. 

144. Asked whether it would be helpful if a separate cadre of 
civil engineers was formed for all the public undertakings, the Sec-
retary of the Department of Industrial Development stated 
that in his view the creation of a cadre of civil engineers 
as such would cut across the principle of autonomy of the 
undertakings. They were, however, in favour of a po.)l being creat-
ed in which all the people who had experience of construction In 
various projects could be enrolled as members and all the projects 
could draw theii' requirenitinls Hom thep&,1. if co'Uld aJso be t-rb-
Vided that any.uridertaking :irt.ililitg reerulttheIit from outside the 
pool shouldrecoM reascms for doIng 8&; The POOl WOUld, however, 
be a kind. of edlployment bur~iti ahd mere Wits n'6· ~~tion of any 
payih~~ duting thEi peHoa thet were nbtBMilitny appOinted by any 
U1ldertakiDg. ' , 
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145. The Committee feel that this would hardly solve the problem 
as it would be difBeult for the uaclertakinp to retrench tbe surplus 
eonatructio.n staft till they find alteruative jobs. At the same time 
they fee'! that if the public sector undertakincs have to. wo.rk 
eftldently and to secure lew cost of produeUon and adequate return 
on capital employed, it is necessary that the laoour cost which 
acco.unts for a substantial po.rtio.n o.f the cost o.f productio.n be kept to. 
the minimum. Since the construction staff is solely employed for the 
purpose of construction work there is nO obligation on the part of the 
public undertakings to retain them after the assignments fo.r which 
they had been engaged are o.ver. Thus there is no. justification fo.r 
burdening the public undertakings with surplus construction staft 
which cannot be gainfully employed by them in production. The 
matter, therefo.re, requirred serio.us attention of the Government. 

146. In this connection the Committee find that the Estimates 
Committee had in their 51st Report o.n the Corporatio.n hRd sug2f"sted 
the building up of strong organisations in the public sectlll for 
undertaking construction and erection work. They al~o suggested 
that in this context the strengthening of the two existing or2ani5a-
tions viz. National Projects Construction Corporation and National 
Buildings Construction Corporation for undertaking sueh work may 
be considered by the Government. In pursuance o.f this reco.mmen-
datio.n, the Committee were info.rmed by the Government that apart 
from National Projects Co.nstruction Corporatio.n Ltd. and National 
Buildings Construction Corporation Ltd. The Go.vt"rnment have also 
since set up Hindustan Steel Works Construction Ltd. More such 
undertakings will be set up as and when conSidered necessary. The 
Committee feel that the entm.sting of constructio.n and erection 
work to. central agencies instead of do.ing it departmentally will go 
a long way in solving this problem of surplus co.nstruction staff. Till 
the work is done by a central agency there will always be a tenden-
cy to. absorb tbe construction staff in production. Since this invaria-
bly happens, and in the long run affects the economics of a project, 
The Government ought to issue directio.ns, if necessary, to get the 
construction done by N.B.C.C., N.r.C.C. etc. 

D. Project AlIo.wance 

147. According 1.0 general orders issued by the Ministry of 
Finance, project allowance may be paid to the employees in the 
large size projects to compensate them for lack of amenities if their 
t!xeeution invo1ves the establishment of large construction organisa-
tion and the construction is spl'ead over a number of years. Specific 
approval of the Government is necessary in each case.'l'he allo.wance 
Is reduced in stages as and when the amenities have been provided 
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148. It was noted that although the Corporation has provided 
-several facilities to its employees like subsidised housing, free medi-
.-cal treatment, subsidised transport, subsidised canteen service, free 
·education up to certain standards, etc. still project allowance is also 
paid to them at the following rates:-

Below Rs. 100/- 121% pay 
From Rs. 1001- to Rs. 300/- 10% pay 
From Rs. 301/- to Rs. 500/- 10% of pay subject 

to a minimum of 
Rs. 31.25 and max. 

Rs. 501/- to Rs. 517/-

Rs. 518/- to Rs 600/-
Rs. 601/- to Rs. 6,}9/-
Rs. 700/- to Rs. 1299/-
Rs. 13001- to Rs. 1600/-
Rs. 1601/- and above 

ofRs·42·50 
Amount by which pay 

faUs short ofRs. 42.50 
RS.25/-
RS·30 /-
RS·31.25 
RS·37·50 

Amount by which pay falls 
short ofR~. 1636.50. 

149. During evidence it was admitted by the Chairman of the 
Corporation that the project allowanC'C was meant to be paid only 
when proper amenities were not provided. Several othe-r undertak-
ings like Hindustan Steel Ltd. and National Coal Development Cor-
poration (except in case of certain mines under construction) have 
also discontinued the payment of project allowance. The Corpora-
tion also wished to reduce it at one point of time but did not do so for 
fear of labour unrest. The matter was still to be discussed with the 
labour union. 

150. The Committee feeIJ. that the difficulties anticipated do not 
justify shelving of an issue of this nature having conside] able 
financial implications. They desire that tire management should take 
an early decision in the matter and the project allowance may be dis-
continued in accordance with the Rules. The Committee 11ave come 
across other cases also where project allowance could not lie disconti-
nued even after conditions for its payment has disappeared. They 
therefore desire that the payment of project allowance should be dis-
-continued as soon as the required aJQeDities have been provided. 

The Committee have noticed, that instead of discontinuing the pro-
ject allowance after the construetion is over, the public undertakings 
1Iave merged it with pay with the result that the undertakings were 
hardened witll extra expense till the persons eoneemcd retired o.r left 
the project. In view of the retI1IItant eoase.aeaces that follow the 



,tiring of prOjeet aUowaDce the ~jttee ~onimend that such 
aDowaDb!! should not be given in the projetts to be SP.t UJ. in {utute 
and the Miniftry of Finance dlay withdraw the ~eneral ora~rs on die 
jO'bject. 

E. Pay Scales 
151. The Committee noted that there were as many as 73 scales. 

of pay in the Corporation. The reason advanced by the Corporation 
was that initially the seales prevalent in the Government Depart-
ments or other public undertakings had been adopted for personnel 
both on construction and production resulting in so many scales. A 
committee was set up by the Corporation for rationalisation of vari-
"'l~ pay ~r.ales existinjl in the Cotporatjnn. O1't of the 73 scales exist-
ing at present the committee dealt with 63 scales for non-industrial 
workers. This committee, which submitted its report about H years 
ago, felt that on the non-technical side there were a large number 
of scales of pay which needed reduction substantially. It recom-
mended adoption of 26 scales of pay by merging some of the scales 
and abolition of some posts at certain levels keeping in view the fact 
that employees entrusted with the same level of responsibility or 
holding posts with the same or similar job specifications were 
brought on the same scales of pay. The committee also recommend-
ed that persons WIth equal responsibility should have similar desig-
nations. However. the decision of the management on the report 
of the committee has been deferred till the report of the Wage Board 
for Engineering Industries was received. 

152. The Committee ftDd that tile Estbnates Commtttee wIdeb 
ex.miued the WG'tldrJi of t~ CCft'jjOtation hi' l!t6:J..'f :11&0 suggested 
that it 'Was desirable to tafio'ftalise the scale'J of pay iltllre"ed to 
various posts in the Corporation and base them on wmk ~tltdteS 61' 
job specifications. While accepting this recommendatiol1t the Corpo-
ration had informed that the question of reducing ilie riumlter of 
seaies of pay was engaging tbe attention of tLe COl'p(>"ration 1m" evely 
effOl't would be made to reduce the number. 

The Committee are eonstraiaM to observe that in spite of the 
recommelidatioM of the Estimates Committee and of the committee 
.. up by the Cotporation no action has been taken to ratiouali'te the 
;&y ieales. The COdllDittee are unhappy at the Iailure of die. Corpo-
rafloa to take tile corrective step. They suggest eady ratioualisation 
of pay seales by the Corporation. 

F. ProinetiOil folky 
l~. Cbmplatnts had been received by the Com,J,nittee that the 

Cbrporattcm was aot following a proper promotion ~licY and th~ 
lad beeb certain accelerated: plOJDOtiom.From \~e informatlon 
furnishecf by the Corporation, it is seen that a cirCUla~ was isSii~ 
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by the Corporation in September, 1964 laying down the rules of pro-
motion. However, no channels of promotion had been laid down. 
Although a committee was constituted to work out the channels oi 
promotion, the report of the committee was stated to be still tinder-
consideration of the Corporation. 

154. From a statement furnished by the Corporation about the-
officers (who are at present in the grade of Rs. 700-1150 and above), 
th~ Cdrnrnittee find that there had been 32 persons who have been 
given two or more promotions within a span of last five years. As 
regards the reasons for these accelerated 'promotions. it was stated 
that although the minimum period of service in the iower grade is 
3 years, the Heads of Departments may recommend outstanding per-
sons for promotion after two years serVice. In the case of these 32 
officers some r,elohgirig to the Industrial Management pool or other' 
services had to be given promotions as they got promotion in their 
parent departments. In some other cases, the ,persons were tecom-
mended for plomotion by the Departme~tal Promotion Committee. 

155. The Committee agree that for the efficient working of any 
undertaking, merit should be recognised and promotion is by far the 
best incentive an undertaking can provide to its employees. How-
ever, some of the instan~ of promotions examine(l by the Com-
mittee leave a doubt in their mind whether too rapid promotions 
were not given than legitimately due. They feel that a minimum 
period of experience in the lower category is essential before a person· 
is mature enOUgh to shoulder higher responsibilities. bt therr view 
even promotion on nutstlinding merit s.homd also be con'sidered only 
after tompletion of ininimnin period of three year'; in a lo\ycr grade 
ds ptescribed by the Coipbnidon. 

The Committee recOIllDl.'end that the rule providin&" for promotion 
before thr. years service may be reviewed in light of the above 
observations. Early action should also be taken in iay down reguiar 
channels of promotion to avoid any caUSe for misgivings. 

G. Industrial Relations 
156. Lik~ other proje;:is in the Public sector, the Corporation had' 

its share of occasiomtl labour troubles and stoppage of work. There 
were 3 strik~ in 1964. on~ each in 1965 and 1986, resulting in loss of 
3.3,542 man days. In 1967 also there were two tool-down st,rikes in 
Foundry Forge Plant, one for 7 days in Grey Iron and Non-Ferrous 
Foundry in the month of May, and another for 5 working days in 
all the shops in the month of June, 1967. 

157. As regards the steps taken by the management for maintain-
ing better industrial relations, the Committee were informed that 
the management had always been eager to maintain harmoniouS' 
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Telations with the workers for smooth functioning of the plant. 
Instructions had been given to all levels of supervisory officers to 
aSf;ist in settling the day to day grievances of the workers qui::kly 
and at the lowest leveL For this purpose they had been instructed 
to observe scrupulously the prescribed 'grievance procedure' drawn 
up on the pattern of model grievance procedure framed by the Gov-
ernment of India. Various steps had also been taken for the weUare 
of tbe workers. On an average an expenditure of Rs. 81 p.m. was 
incurred on a worker on fringe benefits like subsidised education, 
mf'dtcal. housing, water and recreation facilities. 

158. It was turther stated that the management was also keen 
to bring about more and more workers' participat!on in the various 
joint (;onsultative committees like Works Committee, Joint Depart-
mental Councils, Emergency Production Committee etc. However, 
the management was handicapped in their efforts in this regard 
due to acute inter-union rivalry in the existing labour unions 
and the absence of a strong and stable union with whom the manage-
ment could deal as the sole representative of the workers. The 
a~ute intpr-union rivalry in the recognised unions was hampering 
th~ growth of healthy labour management relations in the Corpo-
ration. Because of this. it had not been possible to constitute Works 
Committees in the H.M.B.P. and the HMTP. It had also not been 
possihle to associate representative!! of labour on the grievance com-
mittees. 

159. It needs no emphasis that in the interest of efficient and 
eeonomic working of a project, it Is necessary that there should be 
complete understandinA' and co-operation between labour and 
management. This can be best achieved only if there is proper un-
derstanding amonr the workers themselves and the inter-union 
rivalry is avoided. The Committee hope that there wlll be a cons-
tant .. .ndeavour both on the part of the management and the labour 
unlon~, to resolve dUferences through mutual discussions and volun-
tary a rbltratlon In order to achieve maximum production. 

The Committee allO c1es1re that steps should be taken by the 
maucemeat to COIlsiUtate early the Works Committees in all the 
plants aDd. to have workers representatives on other CommIttees to 
pI'OIDOte rooc1 bat111Sbiai relatloas. 
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FINANCIAL MATTERS 

A. Capital Structure 

160. The authorised capital of the Corporation was initially fixecf 
at Rs. 50 crores. It was raised to Rs. 100 crores during 1962-63. 
Besides share capital of Rs. 100 crores, the Corporation had secured: 
from Government loans amounting to Rs. 78.87 crores. As per Budget-
provision the position as on 31st March. 1968 was expected to be' 
Rs. 100 croT'E~S Equity and Rs. 105.73 ::rores loans. 

B. Capital Estimates 

161. The table below shows the cost of each project as estimated-
in the DetaIled Project Reports and as now anticipated:-

I. Foundry Forge Project (I & II Stage) 
(III stage) 

2. H.M.B.P. 

3. H·M.T.P. 

TOTAL 

As esti-
mated in 
D.P.R. 

Revised Percentage 
Project increase 

CO'lt 
estimates 

(1965) 

(Rupees in crores) 

46·60 73'25 57% 
21'34 24'16 11% 

28· 15 47- 11 70%. 

18'55 20'55 11% 
---- ----

114. 64 165'°7 44% 

1~2. These estimates do not however take into a::!count the effect 
of devaluation, the expenditure on township, headquarters expendi-
tUn> and infere.,t charges during construction. If this expenditure 
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is allwated to the projects, the total capital invested in the three 
1I1ants will hI;! as shown below: 

H.M.B.P. 
'F.F.P. 

H.M.T.P. 

TOTAL 

Project 
Cost 

estimates 
(Post de-

valultion). 

47'97 
IlI'I2 

24'47 

Sh'ue of Share of Share of Total 
Town.hip HQ. Ex- interest capital 

penditure during employed 
construction 

Rs, in crOTes. 

8'00 3'00 5'68 ~4'65 

8'0:) 6'50 22'76 148 '38 

4'00 1'45 1'37 31'29 

20'00 10'95 244'32 

163. AB regards the reQo:p$ for the increase in e~tes: over th~ 
Detailed Project Reports it has been stated that the Detailed Project 
Reports had given some indications of the likely capital outlays on 
the projects of the Corporation. After scrutiny of the reports it 
was found that the Consultants had not included a numlber of items 
.of costs in the Project Reports. Examples of such items are given 
below:-

(i) COlit of outside works e.g. water works, drainage, sewerage, 
ele<..'tri= supply, railway sidings and roads. 

lii) Cost of temporary storages and other installations for con-
struction purposes. 

(iii) Cost of construction equipment and transport equipment. 

(iv) Cost of Detailed Project Reports, Working Drawings, lump-
sum fet's for consultancy services, cost of technical docu-
mentation and organisation manuals, etc. 

(v) Salaries, travelling and other expenses connected with the 
suppliers specialists coming to India for techni::al servires, 
ert'ction and supervision. 

(yi) Expenditure on ~ining of Indian engineers and workers in 
India and abroad. .. 

(vii) Preliminary expenditure in connection with the Proie~ 
Planning Staff, establishment charges of the staif employed 
by the projects, etc, and 
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(viii) Cost of miscellaneoUS) items, su:::has, c~stoms duty, railwa~ 

freight from port to factorY, storage and han~ing charges, 
etc. 

164. It is no~d in this f.onnection that the estimates of the items 
not included in the Petailed Prp-je~t ~eporUt for the Heavy Machine 

-Suilding Plant and the Foundry r~r~e Plant (I and II Sta~e) were 

not prepared even before approval of the Detailed Project Reports by 

the Government in November, 1959 and April, 19.60. It was only 
subsequently in June, 1960 that an estimate:> of extra capital cost on 

account of these itemes were submitted to the Government. 

165. The question of increase in the capital cost estimates of the 

'projects was considered by the Estimates Committee (1963-64). That 

Committee observed that it was not correet to undertake a project 
~~. the basi~ 0; i~~mplete estimates and to subsequently increase 

-the outlay thereoll., which has in ~y caSe to be ~eed' to by the 

'Q-overn.m.ep.t, ~ feature whiClt was fairly co~on to ~ of the 

pro~~ts' and wlUc}t ~~ t~ 1!e ~~~te~. That Co~ittee re-
conunend~ !Jutt the fill~ estimates of the various projects be 

~t~ly Rrepare4 ~d»Ja!!ed b~fore P~liam)eD.t with p~per 

~~apat~on f~r variations 1Jetween tbe Detailecf Project Report esti-
mates and tbe anticipated cost. It is however regrettable that even 
~ ~re'· ihan seven years from the submission ~ t~ original 

estimates by the Corporation in June, 1960 these estimates have not 
yet been approved by the Government, not to speak of their being 

'Placed before Parliament. 

166. During evidence the Secretary of the Ministry stated that 

he did npt· at all feel happy over the time taken in the approval of 

these estim~tes. The representative of the Ministry of Finance also 

admitted that the whple matter was unsatisfactory and should be 

set right. As a matter of policy the estimates should be sanctioned 

bef()r~ the work commen:::ed except for certain limited works where 
'. 

\ f • 

exigencies of wor~ required specific sanction for commencing those 

works before the total estimates were sanctioned. 

167. Explaining the reasons for the delay the Secretary stated that 

in the case of such big projects it took quite sometime to examine 

the estimates in fair detail. Quite often, in the initial stages the 

~~tfmates w.ere not. based on detailed calculations and deficiencies 
which came across were brought to the notice of the projectauthori-

·ties to furnish further information. In the meantime because of the 

~rgency of work, certain wox~' were being allowed to be taken ~p 
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even though the complete' estimates had not been san~ioned. OIr. 
receipt of detailed information from the projects the estimates were-
again examined by the Ministry. A tendency had developed in the' 
Ministries to call for at this stage the actuals of the works already' 
completed in order to sanction the estimates on the basis of the' 
actuals at least for the works already completed. So further informa-· 
tion about the actuals was called for and by the time that information 
was received some more works were completed. This vicious circle-
went on resulting in delay in sanctioning of the estimates. In the case-
of Heavy Engineering Corporation also calling of further information' 
and details had taken time and the sanctioning of the estimates was' 
delayed. The Secretary, however, assured that these estimates WOUld' 
be approved within the next six months. . 

168. The facta as stated above are a sad comJllentary on the rnan-· 
ner in which the Capital estimatJes of the projt~cts have been dealt 
witb by tbe Ministries. The Committee have in the past also de-
precated the cases of delay on the part of the Ministries in sanction-' 
la, the estimates untn the whole proeess becomes a post {acto aftair~ 
The Committee would alain like to reiterate that the coml,lete esti-
mates should be called for well in advance and sanctioned by the 
Governmeat before any work is taken up. Then alODe it would be 
possible for the Ministry to have any check over the actual expendi-
ture alainst thle estimates therefor. 

169. The Committee enquired about the steps taken to avoid such 
delays in sanctioning the estimates. The repres~ntative of the-
Ministry of Finance stated during evidence that some months back 
t:Pt'tain orders had been issued to ensure quick approval of project 
~timates by the Ministry of Finance. It had been provided that the-
Fin&ncial Adviser would be the focal point and he would tackle the-
6timates himself by holding discussions with other sections or the-
Ministries concerned. Certain time limits had also been laid down 
and it had been provided that the estimates should generally be-
approved in about 4--6 weeks from the time of their receipt in the· 
Ministry of Je'inance. 

170. The Committee hope that these instructions would be care-
fally followed in the Finance Ministry. They also desire that the 
reasons for the delays in sanctioning the estimates in the admiais-· 
trative Ministries should also be examined and similar in<>tructions 
Issued to streamm.. the procedure fer avoidin¢ unn~ry delays; 
in the sanc:tioninc of the estimates there. 



C. F'inancial Results 

171. The plant-wise losses during the year 1966-67 and the accu-
mulated losses upto 31st March, 1967 are as under:-

LOS3~~ for the y.:!ar 
I966-67 

Accumulated l(lsses 
upto 31-3-y967 

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

H.M.B.P 
F.F.P. 
H.M.T.P. 

4'2,) 

2'Q') 

0'°3 

6'23 

Rs. in crOTe'S 

6'85 
2'72 
0'03 

. ») 
----

172. The main reason for the losses suffered by the plants is that 
the projects being in the initial stage of production, the production 
was much lower than the rated capacity. Accordingto a study made 
reeently, the profitability at full production in respect of the Heavy 
Machine Building Plant, the Foundry Forge Plant and the Heavy 
Machine Tools Plant in the year 1970-71 is e~cted to be as shown 
below:-

F.F.P. H·M.B.P. H.M.T.P. 

Rs_ in lakhs 
Oro" Block . 14838 -0') 6465- 00 3r29-oo 
Less depreciation provision 474<~-OO J441 '0') 243'00 

Ntt Bh·::k Io09')-0::> 5024'00 2886-00 

Working capital. J670- 00 3757'00 373-00 ---- ---.. ,: TOT~L CAPtTAl, EmPLOYEr> JI760-oo 8781 -00 3259'00 
---"--- --

G~O:;3 ptC'fir (before intere,t) II3I '00 1227'00 220'00 
% Gross profit to capit'll employed. , 9-6% 14% 6-7% 
Net p:-ofit 540 -00 619-00 77-cO 
% of net prctl't to capital employed 4- 6% 7°1 /0 2-3% 

173_ As approximately 50% of production, (in valUe) of the FFP, 
will ultimately be reqUired by the HMBP and the HMTP, the total 
working capital of the three projects taken together is expected to 
be less than if computed separately as shown above_ After making 
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necessary adjustments on this account the consolidated financial 
position will be as shown below:-

Rs. in crMes 

Gross Block • 
Less Depreciation Pm vision 

Net block (a) 

Working capitd (b)' 

Total capital employed (a+h) • 

Sales (excludin~ inter-project transfers). 
Gr,)',s Profit . 
% of gfO!lS profit to I.:lpit·l\ cm:--toy.xl. 
Ne! Profit afrcrlnking int') accolmt the intere;t charges. 
% of net profit to capital employed. 

180'0:) 

50 '00 

ro·!.):) 

20.00 

9% 
10'00 

4'5% 

174. It will be seen from the above analysis that th .. IrOMJ prefit 
at fuU production in 1970·71 is expected to be 9 per ccnt of theeapi. 
tal employed and the net profit after taking into aC(,Ollnt the interest 
char..." will be only "'5 per cent. The Committee were also informed 
that by 1970-71. there would be an ~ccumulated loas of about &. 20 
crore! and it would take the Corporation about 3·4 years to wipe off 
the losses. As 8uch tbe real profits will be only from 1975-76, i.e. 
sixteen years after the establishment of the Corporation and even 
then the net profit will be at the rate of 4'5 per cent of the capital 
employed. 

The Committee are unhappy to observe that the expected profit. 
abtnty of the plants of the CoI'poration is so low. The main reuoas 
for tbe low profitability are the higher capital investment and higber 
cost of production due to low productivity and large inventories etc. 
Coacerted efforts are therefore called for to improve the operatioaal 
and heclal working of the Corpontloa. 



vn 
TOWNSHIP 

A. Expenditure on TOWllShip 
175. The total capital outlay on township of Heavy Engineer-

ing Corporation at Ranchi is estimated to be Rs. 20'-·crores which 
comes to about 10% of the total capital cost of the projects. The 
expenditure incurred upto the 31st March, 1967 was Rs. 15 crores. 

176. In this connection the Committee noted that one of the rea-
sons for high expend.iture on township was that the land acquired for 
township was much in excess of requirements. Out of 4688.53 acres 
. of land acquired at a cost of Es. 2.22 crores, only 1800 acres of land 
hF.~ been utiHsed for township i.e. 294 acres for houses and the rest 
for non-residential buildings, roads, open spaces, shopping centre, 
etc. The munt-er of dwelling units constructed works out to 3.25 
'!nits per acre 01 the total land utilised for township. 

177. According to an assessment made in 1964, 14000 houses will 
be needed by the Corporation by 1970-71. Out of these, the Cor-
pt)ration has already provided residential accommodation to 1500 
employees. It was proposed to construct only 3000 more houses in 
the lower category from 1968-69 onwards in a phased manner, sub-
ject to the availability of funds. There are also no immediate pros-
pects of -expansion of the projects of the Corporation. 

178. It is evident that the land acquired tor the township waS 
much in excess of requirements. It is also seen that out of 1,800 acres 
of land utilised for the township, the actual area used for houses was 
only 16.3 per cent of the total area. Apparently there- ba .. been lack 

-of proper planning in the use of lan.d. The Committee have in the 
past also emphasised the need for utmost economy in the expendi-
ture .00 township as it adds to the capital cost of the projects and 
-affects the cost of production. The Committee trust that having 
-acquired such large surplus land, steps would at least now be taken 
"by the Corporation for the proper utilisation of this' land. 

In this connection they would also invite attention to the follow-
ing recommendation of the Committee made in para 159 of their 8th 
Beport on Townships and Factory buildings: 

''The Committee feel that in view of the food shortage in the 
country it would be desirable if the land which has ),een 
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aequired for expansion an;l b no t being used is leased out 
temporarily for cultivation. Such an arrangement would 
provide some income to tIre underta~ings, besides 
augmenting agricultural' production." 
B. Piecemeal Constrtn:'fion of temporary Quarters 

A.udit Report ~C~ial), 1966, Section. VI(l), pages 154-156 

119. In November, 19'61 the company assessed the requirements 
Of, &ceomm(".oabon for staff in pay ranges upto Rs. 125 per month 
lit 1.957, 3,~08 and 4,53~ tenements for periods ending December,. 
1_1 Marc1l j t983 find, June, INa respectively. As there was delay 
in acquirln~ land tQr towQShip. it was- dedded to construct temporary 
h~taes utilising a part of the land given for the factory. 

UJO. Ag9inst the above requirements, work ordf:'rs were issued 
to 4 rontractots [Messrs. Mddem Builde'l'SjMessrs. East .l'amutia and 
Cu. (Pt Ltd., Messrs. N'auratan Das and Company and Messrs. R. L. 
Modi and Sons} between December, 1961 and February, 1962 for 
eonstructfng 1.00& tenements only at tbeir tendered rates stipulating 
that the contruction should be completed by May-July, 1962. 

181. In their meetings held on 18th, 19th and 21st May, 1962 the' 
C'Ommi~e 'Of Directors decided t'O construct 1,000 tenements more. 
The work of construction of 1,000 additional tenements (500 double-
roomed and 500 single-roomed) was awarded to the above f'Our c'On-
tractors on the 5th September, 1962 at 41 per cent above their previ-
ous tendered rates for civil portion a~ld 2 per cent above for the 
water supply and sanitary installations. The work was to be com-
pleted -by Jal.l.ua~/February, 1963. 

182. On the 5th September, 1962 iteelf the Committee of Directors' 
decided to construct 2,000 more tenements and the work orders for 
their eomatruction were issued in December, 1962 to the two existing 
contractors [Messrs. East J'amuria and Company (P) Ltd~ and Messnr. 
Nauratan Das and Company] and to the two new contractors (Mfs. 
It'. L. Bhasin arid C'O. and MIs Ram La]). Open tendem ~ 
not invited f)n pounds 'Of urgency, and the contracts were awarcW 
at h following negotiated' rates':-

~i1 wotks poTtitm 

Internal Water Supply 

t1)t~t Et~ctr~ca\!~ 
wotkll " 

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



61 

The additiOlllal expenditure on the censtruction Of these· 2,000 
houses was Rs. 7,93,642 as compared to :the rates £Or !,1W6 houses, 
w()rk orders for which were iSsued in September, 1'9"62. 

183. It will be seen from the above that the decision to construct 
2,000 mor~ houses was taken on the 5th September, 1962-the date 
on which the orders for 1,000 houses were issued. The ord'€~'s for 
the second lot of 2,000 houses were, however, issued four months 
later, at the negotiated rates much higher than the preYious rates, 
resulting in an extra expenditure of Rs. 7,93,642. 

184. During evidence the Committee were informed that the Cor-
pc-ration decided as a matter of policy to build as few temporary 
quarters as possible. DecIsion was, therefore, taken in May, 1962 to 
construct only 1,000 temporary quarters in the first instance hoping 
that as soon as land for permanent township was available further 
quarters might be construct2d thereon. However, the land for the 
permanent township could not be obtained even till August/Sep-
t~mb8r, 1962. There was difficulty in attracting trained operational 
wcrkers because of non-availability of housing accommodation and 
there was considerable pressure from Rtaff for accommodation faci-
lities. It was, therefore, decided to take up construction of these 
additional houses. 

185. A... regards the reasons for not issuing the work orders in 
respect of all the 3,000 houses in one lot in September, 1962 ~he 
Chairman of the Corporation stated that the decision to construct 
1,000 quarterS having been taken by the Board in May, i962, the 

-orders for these quarters were placed by the Chief Engineer on the 
5th September, 1962. The decision for constructing 2,000 more quar-
ters was on the other hand takpn bv the Boarc;i on that date. 

186. The C9tnmittee are not satisfied with the explanation of the 
management in this ca§e. Considering that the orders for 1,600 
ltOu~ were placed on the same day on which th~ Board deCided to 
construct 2,000 more houses, they feel that with proper co-ordination 
it should have been possible to place the orders for all the 3,000 
quarters in one lot. Even if the Corporatiou failed to d. SOi the Com-
mittee see ao reasoa 8S to why the orders for the additional 2,000 
quarters eeu14 BOt be placed immediately aftu the dedsion vf the 
Board, witlt the emtiag CGDtraetors 011 the same terms and couditions 
as for the earlier 1_ houses. It is surprising that the Corporation 
had to neptiate for tIttese 2,- quarters and it was only after· four 
lIleaths that the orders were place4 UD the two existing contraCtors 
..tt 41ft two 8W ~etGl'S at tJae rates coJliiderably higher than the 
pPe9iela GDeI!. re$IIki~ ia ext..:. eQeDditurc o£ lis. 7,93,642 ... 
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187. The Committee also find that according to I.m order issued bY' 

the Government in 1962 [Ministry of Commerce and Industry letter-
No. Pro C. 7(1)/61, dated the 16th May, 196aJ, the-13oard of Direc-
tors can incur without prior approval of Government, capital ex-
penditure on the approved objectives of the company upto a limit 
of Rs. 50 lakhs. As the value of 2,000 tenements worked out to Rs. 
90'10 lakhs, it required the approval of the Government. The ap-· 
proval was, however. not obtained as the work was split up into 
four different estimates and awarded (on the same date) to four 
different contractors. The Committee take a serious view of the-
manner in which the approval of the Government was by-passed 
~ely on such technical grounds. 

188. The Committee feel that the full facts of the ease have not 
come to light. They desire that the matter shouM be thoroughly 
examined by a high powered Committee and the responsibility fixed. 

C. LoSli in the manufacture of bricks 

Aitdit Report (Commercial) 1966-pp. 156-157. 

189. In order to meet a portion of the requirements of brick for 
construction of the township and to stabilize market rate of bricks 
in and around Ranchi, the Corporation decided in March, 1961 to 
undertake manufacture of bricks by importing 10 brick-making 
machines from a foreign country at a total cost of about Rs. 5 lakhs. 
The soil tests conducted in August, 191H and December, 1961 by the-
Central Building Research Institute showed that the clay in most of 
the cases was highly plastic and that the 'briquetttls ~de therefrom. 
cracked during sun-drying. But even then the Corporation went 
ahead with the scheme. The machines were received in May, 1962 
and an expenditure of Rs. 1'57 lakhs was incurred on the construction 
of sheds etc. The trial run of the first machine, erected in September, 
1962, indicated that the bricks made by the machine were defective 
and that there was clogging in the machine itself'. The foreign-
experts, who were consulted in the matter in April, 1963~ 
reported that the soil of Ram'hi was not suitable for brick manu-
facture and that ordinary earth should be mixed with black clay. 

190. In January, 1964, eight out of the ten machines commenced 
working and upto May, 1964 they were utilised !tIr about 1,700 
machine-hours (against 24,000 machine-bours available) to manu-
facture about 11' 47 lakh bricks. The cost of manufacture per 1,000 
bricks worked OUt to Rs. 104 as against the cost of Rs. 32 anticipated 
originally. The market rate prevailing in February; 1964 was Rs. 42. 
With reference to this rate tbere was a loss of Rs. 71,263 in respect 
of the limited quantity manufactured upto May; 1964. In worltingc 
out the loss of Rs. 71,263 the expenditure on trial runs amounting to. 
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Rs. 77,600 has not been taken into account. Besides, depreciation has 
been worked out on the capital cost of the machines reduced by the 
estimated realisable value, there being thus an undercharge of depre-
ciation to the extent of Rs. 53,500. 

191. The Chief Engineer suggested in July, 1964 that the machines 
might be disposed of as the bricks produced were having more than 
3 times the normal crushing strength for bricks and accordingly 
were of only limited use in buildings in the township. The Manage-
ment decidt-:d in July, 1964 to dispose of the machines. Tenders 
were invited in November, 1964 for the sale of eight machines, but 
none of them could be disposed of till January, 1966. The two 
machines which were transferred to Coal Mining Machinery Proj~ct, 
Durgapur in July, 1963 were also lying unused. Four out of the 
eight machines were subsequently sold to certain parties. The 
sale price of these machines is higher by Rs. 25,774 than their dP.J)-
reciated book value. The remaining four machines were still lying 
with the Corporation. 

192. During evidence the Committee were informed by the Chair-
man of the Corporation that the opinion of the Central Building 
Research Institute was that although the soil was all right*, only one 
machine might be got on an experimental basis. But the manage-
ment decided that in view of the large demand of bricks only one 
machine would not serve the purpose. Therefore the management 
decided to go in for all the 10 brick-making machines. 

193. The Committee cannot h,elp the conclusion that the purchase 
and installation of the machines at a cost of over Ks. 6 lakhs had been 
injudicious. It is regrettable that although the Central Building 
Research Institute suggested that only one machine might be pur-
chased on an experimental basis, the Corporation went ahead with 
the purchase of 10 machines without making a comprehensive investi-
gation about the utility of machine-made bricks and the suitability 
of the soil The Committee also find that the order for the machines 
had been placed in March, 1961 whereas preliminary tests of soil were 
conducted in September, 1961 and the technical advice of the Central 
Building ReseaJ:ch Institute was received in December, 1961. They 
see no justification for placing the order even before carrying out 
pro.... soil tests or before obtaining technical opinion. Ha,ing 
already placed the order, the Cerporation perhaps found it more con-
veniest to ignore the advice of the C.B.K.I. As subsequent events 
proved, tire decision to go ahead with the purchase of all the ten 

• In the Preli.fJ;-report of the Central Building. Re~arch Inst! tnte received by 
the Corporation on 20-2-61 it was stalC'd that "VISual observations show that no 
di1Iicu!ty is likely to arise in manufacturing bricks from these soils". 
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madunes was incol'led and resulted in large inlructuous expeaditure 
aDti less of foreign exchange. 

194. The Committee desire that early actien should be takeJa to 
dispose of the remaining four machines. TheCem.lDitte would also 
like the body wbkh is looking after the surplus machinery in public 
undertaking& to be more vigilant as brick-makiDg machines have heen 
bought by N.B.C.C. trom abroad while surplus machines Were IYm&-
Idle with the Corporation. 

D. Avoidable expenditure on the p1l1'chase of water .eters 
Audit Report (Commercial) 1967-Section XIV (pages 190-191) 

195. In August, 1961 the Company decided that A and B type 
quarters where taps had been installed should be provided with in:" 
dependent meters as soon as possible. In February, 1964 the com-
pany further decided to recover from its employees ocC'upyingA. B; C, 
D. E and F type quarters charges for water used in excess of the 
prescribed free quantity. Accordingly, 6,912 water metres valued at 
Rs. 6' 02 lakhs were procured by the company between 7th Feb-
ruary, 1963 and 19th January, 1965 on the basis of the -orders placed 
by 'the Director General, Supplies and Disposals between 24th Jan-
uary, 1962 and 30th April, 1964. Out of 6,912 metres received, 2,129 
were installed at a total cost of Rs. 1.09 lakhs during the period 
from April, 1963 to June, 1965. 

196. In November, 1965, the company decided to supply water 
frf.'e of ('haree to employees of low income groups and to charge the 
oerupants of superior type quartell (i.e. C, D, E andF type quarterc) 
at flat rates with effect f.rom the 1st December. 1965. The work. of 
i!'lAtIlllation of water meters was, therefore, discontinued. 

Thus the company incurred an avoidable expenditure of Re •. 0-02 
la ltbs on the purchase of these meters. Besides the expenditure of 
Rs. 1.09 lakhs incurred on the installation of meters proved infruc-
tuous. 

197. During evidence the Committee were informed thetan 
agreement was reached with the labour union on the 10th February, 
1984 accordiflg to which tne management of the Corporation agreed 
to allow CE'rtain free limits upto which no water charges were.-
coverable and to charge for the extra consumption "t certain rates. 
But when the instanation of meters was taken up it was found that 
these could not be fixed in the temporary quarters because of the 
extsUDg system of pipe 1ine. It was felt that the recovery 'Of t~ 
water charges from the occuPants intbe permanent colony for UJ,e 
same category of <lumers but not from tboae in the temporary 
quarten would lE-ad to an anomalous ~ and might create 
labour troubles. 



, It was also found that on account of the decision to reduce sub-
-stanUally the rate for water charges in respect of f>mployees drawin~ 
pay upto Rs. 500 per month, the installation of water meters became 
an une~onomic proposition. Therefore it was decided to introduce 
flat rates for senior officers. - 198. The Committee regret to note that at the time of placing 
orders for the water meters, the fad that the temporary quarters 
would have a system of pipelines in which it will not be possible to 
fix the meters was overlooked. They also find that out of 6;112 water 
metiers purehased by the Corporation, through DGS&D, the orders 
for 3,400 meters were placed by the DGS&D in January, 1964 and for 
2,600 meters On 30th April, 19M. All these6,otO meters were received 
still later between 16th July, 1964 and 19th January, !9tt!). Had the 
manage~ent, soon after the agreement of 10th February, 1,964 With 
the Labour Union, examined whethel' it would still 1te aneeonomic 
proposition to instal the meters or not and requested the DGS&D to 
cancel the existing orders or at least not to place any frf'sh order, they 
could have avoided a substantial amount of expenditure on the pur-
chase of meters. The Committee desire that the matter should be 
investigated and responsibility fixed. 

199. The Committee enquired about the steps taken for the dis-
posal of surplus meters. They were informed that out of 6.912 met-
ers 4,780 were lying in stock. But the 2,132 meters which had a1· 
ready been installed would have to be removed and the charges for 
their removal etc. would come to about Rs. 9,000. Efforts were made 
to dispose of these meters in the past but the price offered was not 
considered to be adequate. The Corporation was now negotiating 
with Delhi Municipal Corporation for the sale of these meters. The 
Committee desire that the meters should be disposed of without delay 
to avoid unnecessary locking up of capital and loss on aecount of 
depreciation. 

E. Dostlel Accommodation 
200. The Corporation had constructed five hostels at a cost of 

Hs. 33.89 lakhs for accommodating the Engineers and Artisan trainees. 
The occupancy of these five hostels during 1966-67 and 1967·68 

was as follows:-

I. Engineers Hostel I 
2. En!rlneer~ Hostel II 
3. Anisan H!'stel I 
4. hrtisan Hostel II 
5. Artisan Hostel III 

660' 10 
c;~01. . ,() 

801 
10 

Nil. 
100% 

100% 
C;2'9% 

Vacant up to 25-8-1967. 
Occupied by muslim 

evacuees thereafter. 
100% 



201. The reasons advanced for low occupancy was that single-
seated rooms in the Engineers Hostel were converted into double-
seated rooms resulting in excess accommodation. There was also no 
training programme on account of lack of dem~nd. 

202. CODsideriDg tbe needs of trainees {or accommodation for a 
limited period, the Committee coasider that incurring of large 
apen.diture on hWldmar of sum hostels on a perDlaDeIlt basis is 
opeD to question. They feel tbat certain blocks of Itouses should 
have ~ temporarily used for accommodation of the trainees so 
that these could be released for aecommodation of staft when no 
longer required for tbe trainees. Now that tbese hostels have been. 
huilt at a beavy cost, immediate steps sbould be taken for tbeir best 
altemaUve use. 
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DESIGN AND RESEARCH 

A. Design and Research facilities 

203. The most important link in the organization of heavy machine-_ 
ry manufacture is the basic te:hnical documentation, viz. the design, 
drawings of new machines and description of the production 
processes. The e:::onomics of the plant as well as technical and 
economic standards of its products are directly dependent on t.he 
quality of such technical documentation. Machine design and pro-
duct:on process must at the same time be such as would provide for 
the most efficient utilization of the equipment and plan. The manu-
facture of machinery according to the designs and production pro-
cesses worked out by an outside design and engineering bureau does, 
not in most cases come up to these requirements. The USSR team 
on the HMBP therefore, recommended the establishment within the 
plants proper self-sufficient design and engineering Departments 
charged with the preparation and constant improvement of machine. 
designs and production processes. The team also recommended that 
as a further stage of the development of scientific and research work 
in the country it was advisable to est.ablish a Central Institute, 
tor basic designing of the heavy machinery. 

204. The number of design offices set up by the Corporation and 
the number of persons employed therein are shown below:-

I. Heavy Machine Building 
2. Central ConstrUCtion Design Unit 
3· Heavy Machine Tools 

Diploma. 
Degree holders holders 

'; 

205. The Committee. however, find that the design offices of the. 
Corporation are mainly engaged in making only shop drawings for 
the manufacture of equipment based on basic designs brought out 
from abroad. An amount of Rs. 179.43 lakhs has been paid so far 
by the Heavy Machine Building Plant for designs and drawings. 
and technical documentation. fA commitment for Ra. 110- 00 . 
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lakhs fur 1st and 2nd phase of the HMTP has also been made. The 
r;ust of designs works out from 8 to 25 per cent of the equipment 
oept'nding upon the type of equipment. 

206. The need for a sound desIgn and research organisation for 
such a complex unit IJke the Heavy EactneerlDg Corporation cannot 
be overemphasised. It is not desirable for the Corporation to depend 
entirely on the bought-out bask deslgn~ for tbe manufacture of 
equipment. The desip. uaits &hould thenlore be suitably···strellgth-
eaed for the preparaUoa ... CODStaat inlprovement of the original 
machble deslps and pr.edeetlon ~ 

~07. As regards the setting up of the Central Institute for basic 
tiesif,!ning and research work, the Committee were infonned by the 
Secretary of the Department of Indus~l'ial Development that there 
had been discussions with the Soviet authodties on the qu.estion of 
setting up a Central Designing Institute. The USSR Government 
had offered to assist in setting up of the institute and made a provi-
sion for this purpoSe in a cred~t for 300 million roubles extended in 
December, 1966. 

As the institute would oss(:ntially covers the needs of steel 
plant», the Ministry was examining in consultation with the De-
partment of Iron and Steel the scope of the activities of the proposed 
:nsl itute and the pattern of assistance that would be needed. An 
outline of the proposed project had been received and was alread~' 
b(:ing studied. A decision was likely to be taken in about six month,;. 

J08. The CollUlllttee nrret to Dote the delay in the setting up of 
the C_tal ..... twte for ... CI~r aDd researeh In bp.avy 
maebiDeJ'Y and equlpnaeat. They fIJhI that eveD in 1963-64 the Esti-
..... Committee in their Report on the Corporation urred the need 
fer setUar ap IJUMCUately such an Institute. IDspite of the recom-
mendations of the Committee and the fact that the USSR Govern-
ment offered to assist in the settiBg UJ) fff the InstitUtl", not much 
headway bas been made ill tIds 4lrectI.oe. 'I'Ite OommiHee desire 
that the settlaa' up of this institute sboU111e eapedfteCI. 

B. Import of Drawings and Designs 

209. In his quarterly Financial Review of the period ending the 
30th September, 1961, the F. A. and CA.O~ of the Corporation has 
pointed O\l't that the HMBP is being required to pay more towards the 
coat of the deaigadocumentation to Bokltro Steel Plant than it should. 
It .ePPears that tH Bokaro Steel Plant has obtained the drawings for 
all the equipment that is to he supplied by the Corporation _ at 
a Hat me,of 8 per cent of Ule cost of eqUipment frOm the USSR. 
All these drawings are being p!lssed on to the Corporation irrespec-
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tive of fact whether these Were. required or not. In fact for sevE'.ral 
items 'to be suppUed to Bokaro, the HMBP bas alrady got the draw-,' 
in'gs: The HMBP has specifically told Bokaro Steel Ltd. that for 
about 9,000 tonnes of equipmen'c drawLngsarc available and they 
need not obtain t~e drav.rings froni the USSR. Inspite of this, draw-
ings are being passed on to the lIMBP. 

210. This is a serious matter involving avoidable loss of foreign 
exchange. The Committee fail to understand as to how the Govern-
ment allowed the import of drawings without ascertaining from the 
Corporation whether these were available with them or not. They 
recommend that in future the Government should exercise great 
care before allowing the imports of designs and drawings for equip-
ment to be manufactur:ed by the Corporation. SCl'lltiny of or del's 
placed for design documentations but not executed so far may also be 
made in order to take l'emedial measures, if possible. 

Oil Drilling 1'igS 

211. The Corporation spent considerable time and ~xpenditur(' un 
desi~ng and preparing technology for producing oil ddlling rigs 
model 75 BU. The Committee were informed that hased on reC'Jrrl-
ed note of djscussions held with some officials of Oil and NaturAl 
Gas Commission on the 29th July, 1963 the HMBP in right earnest 
undertook work on manufacture,and supply of one BU 75 rig' during 
1904-65 and five rigs in 1965-66. Although the O.N.G.C. did not place 
any firm order even then the Corporation imported complete design 
and technical documentation for these rigs from the U.S.S.H. at a 
total cost of Rs. 4:25 lakhs. The H.M.B.P. design office spent marc 
than six months in making detailed working drawing., for thes(' ri.gs. 
The cost Involved for the above work was Rs. 62,500. Certain com· 
ponents for one rig were also imported from the U.S.S.H. 

212. Subsequently in July, 1964, the O.N.G.C. informed the Cor-
poration that an appraisal of probable drilling depths at which the 
Commission will operate in future indicated that in most areas oil 
prospects lie beyond the drilling range of BU 75 rigs. The ONGC did 
not therefore intend to purchase any additional BU 75 rigs. Thus 
a financial loss of Rs. 4,87,500 was suffered by the Corporation due-
to the expenditure already incurred on these rigs. 

!13. During evidence the Committee enquired as to why the Cor-, 
poration incurred such large expenditure on the purchase of designs 
and technical documentation without formal orders having been 
placed by the ONGC. They were informed that the rnanuhcture of 
wen drilling rigs was within the manufacturing range I)f the Cor-
poration and it wanted to build up its archives. 
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214. The reuon advanced for iacurriDg such a heavy expedlture 
i:by the Corporation (Rs. 4.87 lakhs) without any firm order from the 
. ONGC is hardly convincing. The C~ttee reeommend that be-
fore any work is taken up for execution from any party, it should be 
ensured by the pubUc undertakings that there is firm commitment 
from the party 80 that it can be held Hable for payment of compen· 
sation In case the order is cancelled or the goods are Dot subsequent-

)1, accepted. 



IX 
CONCLUSlON 

215. The Heavy Engineering Industry is considered a base for 
the economic and industlial development of any country. It pro-
duc~s capital equipment and machinery vitally needed for the estab-
iishment of various other industries thereby accelerating the pro-
gress of a country. The satisfactory working of Heavy Engineering 
Corporation Ltd. therefore assumes great significance. 

216. An important point which engaged the attention of the Corl-
mittee was the large surplus capacity in the plants of the C JrplJra-
lion. In the case of the Heavy Machine BUilding Plant, originally it 
was decided to have a plant of 45,000 tons capacity in the first stage 
to be expanded to 80,000 tons in the second stage. But later on the 
Government decided to set up the plant with 80,000 tons capacity from 
the -very beginning. The capacity created in this pJant i'l ~mfficiel1t 
ior manufacturing steel plant equipment for a million tons p€:r year. 
But at present the position is that because of absence of any firm de-
cision about the future steel development programme, there are not 
adequate forward orders with the plant and it is apprehended that 
the plant would be practically idle from 1970-71. There is also 
excessive surplus capacity in the other two plants of the Corporation. 
Unless orders are placed immediately, these plants set up at a 
heavy capital investment of Rs. 244 crores instead of paying any 
return on capital employed will result in B dead loss of Ks. 34.35 
-erores per annum, from 1970-71 on account of fixed charges. To 
remedy this alarming situation, the Corporation is taking up steps 
lor product diversification. But the plant having been set up mainly 
for the manufacture of equipment for steel industry, the diversifi-
eation, though inevitable, will mean more investment in balancing 
equipment and will also reduce the production of the plant. The 
situation therefore calls for immediate steps for ftnaUsing the steel 
development programme during the next ten years as well as for 
export promotion. 

217. While on the one hand the Corporation is having the prob-
lem 01 lack 01 adequate forward orders to utilise the capacity from 
1l'70-1i on the other hand the present posltlollis that there are great 
ilelays, even upto one year, in the execution of orders. There were 
serious delays 'm the exeeation of orders for BlndustaD Steel Ltd .• 
BoItaro Steel PlaDt and the MJnIstI')' of Defeaee. 
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The main reason for these delays was lack of proper planning-
and exC<.-ution of production programme. It was noticed that in the 
Heavy Machine Building Plant while on tbe one hand there was idle 
machinery to the extent 01'70 per cent, on the other hand the wor-
kers were idle to the extent of 54 per cent. As a result there was 
great shortfall in production which was only 62 per cent of the plan-
ned output in lOO4i-'1. The low output eoupled witll heavy capital 
investment, low productivity of labour aDd JUP inventories. etc. 
have resultecl In high cost of prodactIen wllieh m seme cases was 
even more than double the se~ priee. The high eost of procluetiOB 
also affected file uport. and the Corpention was net; able to seeuR 
any export orders 'iuriog the last three years. 

218. The Corporation has so far su1fered hea'97 losses ami -tile 
total loss up to 1966-61 amounted to Rs. 9.60 et'M"e5. TIle CGrporatiMl 
espects to make net pi'oflt after writing of the Jt&st losses 01l1y in. 
1!,,5-'76 (sixteen years after it was set up) and that too at the rate of 
4.5 per cent of the capital employed (Bs. 230 crores). 

The overall picture that emerges out of this study is not very 
bright or hopeful. The Committee hope that Govenunent will ana--
lyse the reuoJ18 for the unu.tisfadwy WOI'kiDg of the Corporation 
and take IInmedlate reaaecliiJ lDeasdl'eS in the light of the observa--
tiOlls and reconunemJatlons of the Committee. 

NEW DELHl: 

Af'ril 8, 196ft. 
Chaitra19, -1890 (S):-

D. N. TIWARY. 
ChsirlfUJn. 

Committff on Public Untkrtakings._ 



.APPENDIX I 
,(Reference para 26Qf the Report) 

No. 296-Adv(C)/Cir-2j66 
.Go.VERNMENT OF INDlA 

.MINISTRY OF FINANCE 

,(Department of Coordination) 
. Bureau of Public Enterprises 

New Delhi. dated the 4th November, 1966 . 

. OFFICE MEMQRANDUM 
: Subject:-Importaltceof detailed .soil investigation before deciding 

on ,location of prqjects. 

It has been observed that lack of proper and detailed soil investi-
!gation before selection . of . .a site for location of projects, has led to 
.change of sites ,resulting jn -infructuous .expenditure, revision of plans 
. .and drawings, extra .expenditure on foundations. .and consequent de-
tlay in construction. '.'1'0 .avoid such ..contingencies in future, it is of 
utmost importance that aetailea .soil investigations are carried out 

rby a competent :ageacy :aJid the results thereof should be got examin-
.~ by a high level teChnioal. team, along with other technical mat-
'tees relating to the project. Organisations, such as the Centre Soil 
'Mechanics 'Research Station of the Central Water and Power Com-
. mission, New.Delhi, ,the.Central 'BUilding Research Institute, Roor-
'1::ee, and the 'Central 'Road 'ResearCh Institute, New Delhi, and 
. certain other soil research stations of the state Governments are fully 
'equipped to 'carry oot the required field investigations and sibmit reports 
.. thereon. 

2. The MiiIlstry of Industry etc. are requested to bring this to 
'the notice of the eXisting public lDldertakings and impress upon them 
··the imperative necessity for carrying out soil 'investigations through any of 
-the competent 'agenCies referred to above,before selecting a site for setting 
'up cif plants. 

3. This matter shoufd also' be kept in view and arrangement made 
for detailed soil investi88tion 'before aeciding the location of new projects 

• in future. 
Sd./- (R. C. DUTI), 

Secretary to Govt. of India 
and Director General, 

Bureau (If PubUc Enterprises. 

All Ministries/Departments of the Government of Jndia. 
'73 

"217(a.ii)~. 



APPENDIX n 
(Reference para 26 of the Report)' 

No. 91-Adv(c)/Cir-17/67 
GoVERNMENT. OF INDlA 

MINISTRY OF FINANCE 
(Department of Coordination) 

Bureau of Public Enterprisea 

New Iklhi, dal.ed the 21st Marcn, 1967:'. 

OFFICE MEMORANDUM. 

Subject:--8oil mveatigatioG before deciding OIl locatioa ofProjccts, 

Tbit ofBco MemoraDdum No. 296-Adv(c)/Cir-2/66, dated' 4th Nov-, 
ember. 1966 streued the importance of carryiag out detailed soil investi-· 
ptiODs before deciding OIl the location of projects. It was mentioned that: 
certain orpnisations would be able to carry out field investigations 1D4: 
IUbmit reports thereon. Further particulars obtained from lb. organi--
Ations for carrying out the in\'estigations are giYCll below for intormatioo. 

2. Tho CclDtral Soil MocbaDic:s Research Station of tho CeatraI Water 
and Power Commission is fully equip~ under U.N. special fund, andi 
during tho Fourth Plan will form the nucleus of an Asian Centre for ro-
ICal"Ch and coordination in Soil Mcchanic:s and Foundation Engineering_. 
Tho Research Station caters for investigations in soil mtdtanics, rock. 
mechanics, foundation engineering. field investigation and: specialised. 
laboratory and field testing. In\'eStigation works will be undertaken with-
their own equipment and staff. local assistance in the form of labour etc. 
beiDg provided by the project authorities. An estiinate wiD- be prepared'. 
after the site particulars and nature of work has been iDdiC:ated. The' 
amount of the estimate will have to be deposited with tile Accoonts Officer •. 
CWo &; p.e. 

The Ceatral )toed Reaearch Institute. New Delhi is fully equipped' 
to provide desip and CQIlSIIlhmcy suvice in foundation caginecring. Nor-
mally. the consultancy assigomeots relate to bridge fOUDdalioDs, special-
foundation treatmeat for highway emban~ harbear' atradDreI,.. 

.,.' 



75 

machine foundations, special structures such as chimneys, water tanks etc. 
and multi-storeyed buildings. Before undertakings a consultancy job the 
quantum of work involved will be examined by the C.R.R.I. to decide 
whether the job is acceptable. Only works that mvolve foundation 
analysis and/or consulting advice on the part of C.R.R.I. would be under-
taken. Routine sub-soil investigations without consulting advice are 
seldom undertaken. An estimate will be prepared based on site plan and 
nature and quantum of work involved. The estimated cost is to be de-
posited in advance. 

4. The Ministry of Industry etc. are requested to bring this to the 
Dotice of the public undertakings for the;ir information. 

To 

Sd/- (R. C. Dum, 
Secretary to the Government of 1Tulia. 

and Director General. Bure. 
of Public Enterprilelo 

All Ministries/Departments of the Government of India. 
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C.-HEAVY MACHINES TOOLS PLANT 

-.~ 

MACHINE TOOLS PLANNED ON ORDER EXPECTED ORDERS 
AND GAP. 

1967-68 1968-69 1969-70 1970-71 

Planned Nos. 37 93 132 187 
-On ofde.J.' Nos. 4 2 
Expected Nos. 27 26 35 II 

Gaps 13 55 97 172 



APPENDIX VIII 

(Reference para 103 of the Report) 

Foundry Forge Project 

Procurement oj material in excess of requirements: 

An electrical work of the value of Rs. 6.10 lakhs for inside lightina~ 
installation of factory buildings was awarded to Messrs General Electric-
Company of India (Pvt.) Ltd., Calcutta, in May, 1963. According to the-
contract, the firm supplied materials worth Rs. 1.75 lakhs for installatioD' 
and laying of electrical cables but it was seen that materials worth Rs. 0.95 
lakh only were used in the work. Supply of materials worth about 
Rs. SO,OOO was unnecessarily obtained in excess due, it is understood, to-
defective preparation of the tender papers. Included in this amount of 
Rs. 80,000 is the value of cables worth Rs. 60,000 approximately, although 
cables worth about Rs. 36 lalths were in stores at the end of 1963-64. The: 
material obtain~d in ('xcess of n:quirements have not yet been utilised. 

Heavy Machine Building Project 

(a) Purchase 01 Jib Cranes 

An order was placed in 1961-62 through D.G.S. & D. on a firm for 
the supply of 27 Jib cranes of two tons capacity valuing Rs. 3,43,500. 
Delivery was to be completed by 30th November, 1963. The hoists were 
imported against foreign excbange assistance for an amount of Rs. 1,2S,25fr. 
and steel was also supplied by the Project authorities amounting to-
Rs. 31,343. The first crane was supplied on 14th January, 1966 and in 
February, 1966 six more cranes were supplied. By August 1966 out of 
27 cranes, 22 were supplied when the order for the balance of five cranes 
was withheld by Controller of Stores and Purchase. OnlV after receipt of 
22 cranes, it was found that eight cranes were required as per the D.P.R. 
14 cranes costing Rs. 1.S lakhs are now lying in stores and the supplier 
is in possession of five hoists imported from our foreign exchange relea!:e-
valuing Rs. 23,750. The order for 27 cranes was apparently placed with-
out assessing the correct requirements. 

(b) Purchase 01 Winches 

In January. 1962 order was placed for 10 winches valued at Rs. 6,62.00C>' 
with deUvery within a period of 9 to 15 months. The supply was actually 
completed in December. 1964. The work for which the winches were re-
quired was however completed before the receipt of these winches. ActiOD< 
to dispose of the winches lying in stores is being taken. 
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(c) Import of consumable materials for the statfile 

An Indent was raised by Dy. C.P.O. on 3rd May, 1963 for SlatfiJe 
Recorder Model 70 mm. The requirement was approved by the Manage-
ment in view of the demand for copying out the valuable technical docu-
ments imported at high rates and also obtained from indigenous sources. 

Order was placed with Mis. Agfa Gevart India, in April 1964, valued 
Rs. 1,32,708. The main equipment was imported from West Germany 
(Free Foreign Exchange Area) against actual Users' Import Licence 
arranged by the Corporation to the value of Rs. 53,679.20. Consumable 
Stores (Part quantity) valued about Rs. 25,000 was also imported along 
with Main Equipment. The materials along with the Main Equipment were 
received in June 1965. The consumable stores of Indian origin worth 
over Rs. 30,000 was also included in the order. This was also received 
in the same month. Out of this Enlarging Papers of Indian origin 50 rolls 
valued Rs. 6,367 was returned to the firm being excess to requirement and 
due to fear of deterioration for want of proper storage facilities with the 
Corporation. 

Out of the total imported consumable materials valued Rs. 25,000 a 
part quantity valuing Rs. 10,006.86 was collected from the firm's premises 
leaving the balance valuing Rs. 14,993.14 with them for safe custody as 
the microfilming lens and air conditioning storage facilities were not avail-
able with the Corporation. 

After a lapse of about 16 months, the question was raised on 18th 
September, 1967 by the Purchase Department regarding the disposal of a 
large quantity of these items like document papers, transparent film etc. 
as they would be beyond the normal requirement and validity period of the 
materials will be expiring very soon. 

It appears that proper indent consistent with requirement, rate of con-
sumption, storage facilities was not made with the result that the materials 
worth Rs. 15,000 were rendered surplus. Other concerns and Govern-
ment Departments have been now requested to make use of these surplus 
materials. 



APPENDIX IX 

(Reference pU.:l 130 (lfthe Report) 

No. of'Board Meetings attended by each Director. 

No. of 
meetings No. of 

Year Name of Directors held meetings 
while he attttlded 
was 

Chairman! 
Director 

1964 Dr. A. Nagaraja Rao, I I 
Chairman. 

Maj. Gen. E. Habibullah 5 4 
Sbri H. V. Narayana· Rao. 6 4 
Shri R. V. Subrnhmanian 6 5 
Dr. B; D. Kalelkar . 6 2 
Shri B. N. Sinha 3 
Shri A. B. Ganguli I 
Shri O. N. Mishra. 6 4 
Shri T. R. Gupta 6 6 
8M H. N. Ray 5 4 
Shri M. S. Rao 6 2 
Shri S. T. Raja 4 2 
Shri S. Moolgaokar 4, 2 
Shri R. T. Sinha 3 3 
Shri R. C. Dutt 
Shri S. K. Majumdar I 
Shri N. S. p.lOdey 

196, Shti T. R. Gupta, Chairman . 9 9 
Shri H. V. Narayana Rao. I 
Shri O. N. Mishra . 9 9 
Shri M. S. Rao 9 4< 
Dr. B. D. Kalelkar . 9- 3 
Shri S. T. Raja. 9 7 
Shri S. Moolgaokar. 9 r 
Sbri S. K. Mllzumdar 9 6 
Shri R. V. Subrahmanian 
Shri R. T. Sinha .. 
Shri T. P. Singh. 8 3 

1966 Shri T. R. GUptll, Chairman 5 5 
Shri M. S. Rao 5 I 
Shri T. P. Singh. 4 4 
Shri O. N. Mishra . 5 5 Dr. B. O. K'llelkar . 5 2 
Shri S. T. Raja 4 3 
Shri S. K. Majumdar 5 3 
Shri S. Moolgaokar 5 2 
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APPIUiDIX X 
Summary of Ce'nciusions/Recommendalions 

Reference to 
S. No. Para No. in 

·the Report 
Summary of Conclusion/R(.comUlendation 

(I) (2) 

1. 25-26 

2. 29 

The Committee find that the pile foundation 
which has been advanced as one of the reasons for 
delay in construction, had to be resorted to because of 
inadequate soil investigation before the selection of 
site for the setting up of the project. 

The need for proper soil investigation was em-
phasised by the Estimates Committee in para 64 of 
their 51 st Report (1963.64). The Committee were 
informed that the attention of the Public Under-
takings has been drawn to the importance of proper 
soil investigation through any of the existing specialis-
ed Government agencies before selecting a !lite for 
setting up of a plant. The Committee trust that 
these instructions will be followed in future so that a 
decision with regard to the type of foundation re-
quired is taken at the right time. 

The original concept of setting up of Foundry 
Forge project was that this Plant which has a me-
tallurgical base will supply all the forgings and 
castings required by the Heavy Machine Building 
Plant to meet its full needs for the 80,000 tons 
annual production of heavy machinery. Because of 
delay in commissioning of the F.F.P., the require-
ments of forgings and castings for the H.M.B.P. had 
to be met from other sources including imports of 
heavier range of castings and forgings not available 
indigenously. The value of steel castings and forg-
ings obtained from indigenous sources during 
1964-65 to 1966-67 amounted to Rs. 52.95 lakbs. 
Besides, castings and forgings of the value of Rs. 
75.50 lakhs had to be imported during the same 
period. 

30-31 The Committee regret to note the inordjnat~ delays 
in the construction and commissioning of the projects 
of the Corporation even as compared to the schedules-
drawn up by the management .itself in 1962. Even 
granting that some delays might be unavoidable in 

93 



(1) 

3. 

(2) 

34 
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(3) 

complex plants like those of the Corporation due to 
certain unforeseen circumstances, the delays to the 
extent of more than two years as in the case of 
the Foundry Forge Plant can hardly be justified. The 
delays in the procurement of materials, designs, 
drawings. plant and machinery, etc. could have been 
avoided to a large extent with proper planning and 
co-ordination and by having close liaison with the 
authorities concerned. What is regretted is that even 
the revised schedule drawn up for the Foundry 
Forge Plant as late as 1966 would not be adhered to 
and there was likely to be a delay of 4-5 months in 
commissioning of the shops as compared to that 
schedule. 

It was admitted during evidence that though in 
the case of plants of the size of the Heavy Machine 
Building Plant and the Foundry Forge Plant a period 
of 5-6 years for completion of construction might be 
necessary, these should not have taken as much as 
8 years. The delays in construction and commission-
ing have resulted in considerable loss of production 
and drain on limited foreign exchange resources be-
cause of imports necessitated as a result of shortfall 
in supplies from these plants. The Committee trust 
that steps would at least now be taken to complete 
the construction and commission all the plants ex-
peditiously. 

The Committee find that not only were certain 
works taken up without preparation of Detailed 
Estimates and obtaining technical sanction, but in 
some cases such sanction has also not been accorded 
even so far althourh these works were taken up for 
execution as far back as 1961. Such illordinare 
delays in obtaining technical sanction can hardly be 
justified. 

39 The Committee are unhappy over the delays in the 
preparation of detailed estimates and in execution of 
fonna) agreements with the contractors for certain 
works. It was noted that in several cases the actual 
quantity of work done was much more than the 
original estimates and additional payment had to be 
made to the contractors. In the absence of detailed 
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·4. 42 

5. 50 
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estimates there cannot be any effective technical or 
financial control over the works. The absence of 
formal agreements is also fraught with risk of finan-
cial loss in case of dispute with the contractors. 

The Committee find that even in his Quarterly 
Review for the period October-December, 1965 the 
Financial Adviser & Chief Accounts Officer of the 
Corporation had pointed out the absence of such de-
tailed estimates and formal agreements with the 
contractors in a large number of cases. It is regrett-
able that in spite of the observation of the FACAO 
delays in this regard have persisted. The Com-
mittee desire that immediate action should now be 
taken to complete the detailed estimates and finalise 
the agreements with the contractors which are still 
pending. 

It is surprising that in spite of the fact that the 
construction of all the projects of the Corporation is 
nearing completion and consequently the tempo of 
inward shipment has considerably declined, the port 
rent should have increased from Rs. 11.3 per ton in 
1964 to Rs. 20.2 per ton in 1966-67. Apparently 
the matter has not been given the attention it 
deserves. The Committee desire that the reasons for 
increase in the incidence of {Xlrt rent should be 
examined and responsibility fixed. Steps should also 
be taken to avoid any undue hold-up at the port nnd 
payment of unnecessary port rent in future. 

The reasons advanced for the shortfall in produc-
tion in the F.F.P. in 1966-67 even as compared to 
the revised estimates when the actua~ of six months 
production were available are hardly satisfactory. 
One of the reasons advanced is that there were 
construction delays due to which certain equipment 
and facilities were not commissioned in time. That it 
was not possible for the management to forecast 
with reasonable accuracy the construction schedule 
for even the coming six months does not speak well 
of the planning and organisational efficiency of the 
Corporation which has nearly eight years of cons-
truction experience. 



(1) (2) (3) 

6. 51 Another reason advanced for shortfall in produc-
tion is that because of ae1a~ in construction, about 
200 workers and SO supervisors could not be trans-
ferred . from the construction side to the production 
side thereby affecting the production. For the proper 
discbarge of their duties, it is essential that the per-
sons should be in position wen in time so that they 
could be familiar with the jobs. The Committee fail 
to underStand as to bow the plant depended on un-
trained persons which were yet to join from the con-
struction side. It appears that there was hardly any-
pbased programme for the training and development 
of workers according to the needs of production. 

7. 52 The Committee view with con~m the substantial 
shortfall in production in the F.F.P. as compared t(). 
the annual targets fixed. The shortfall in production 
not only affects the working of this plant but also the 
produc1ion in the H.M.B.P. and the H.M.T.P. which 
depend on this plant for the supply of castings and 
forgings. The satisfactory working of this plant 
therefore assumes added signific~nce. The Com-
mittee. therefore. desire that SLCpS should be taken 
by the manasemcnt to fix realistic targets taking 
into consideratiOll· aU the factors and to ensure that 
the tarsets so fixed are actually fulfilled. 

8. 59 The Committee regret to observe that little effort 
seems to have been made to improve the working of 
the plants. In the case of the Heavy Machine Build-
ing Plant even in 1967-68 the actual production was. 
only 6:Um tons as against the planned production of 
12.200 tons for the half year ending the 30th ~ 
tember. 1967 or about ~O per cent of the planned 
oUtpUt. -Similarly in the Heavy Machine Tools Plant, 
as against the production programme for the manu-
facture!assembly of 36 machines in J961-68. the 
number of machines assembled during the half year 
euding the 30th September, 1967 was only 9. This 
is a sad state of affairs. The shortfalt in production 
especiaDy in the Heavy Machine Building Plant not 
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only affects the working of this plant, but also the-
timely delivery of goods to the customers. In many 
cases the Corporation failed to make deliveries ac-
cording to the commitments made. Further, the 
shortfall in production is also likely to affect the im-
port contents of the product as the same may have 
to be increased in order to adhere to the delivery 
schedule. This as well as the high incidence of fixed 
charges on lower output affects the cost of produc-
tion. The Committee theref-ore desire that a thorough 
enquiry should be made into the reasons for con-
tinued low output in these plants and steps taken t~ 
improve their working. 

The Committee view with concern that even after 
three years of commencement of production in this. 
plant, while on the one hand the valuable machinery 
costing Rs. 16.39 crores remained idle for 70 per 
cent of the machine hOllrs available, on the other 
hand there was idle labour to the extent of 54 per 
cent. In view of such a high percentage of idle men 
and machinery it is not surprising to find that there 
was delay in execution of orders in more than 71 per 
cent of the cases during the last three years as point-
ed out in para 67 of this Report. This serious 
situation caUs for immediate remedial measures· to 
ensure proper utilisation of labour and machinery. 
From the break-up of idle time of machinery it is 
seen that tbereasons for the idle machinery to the· 
extent of 21.3 per cent was want of operators. It is 
regrettable that while on the one hand the machines 
remained idle to such an extent for want of opera-
tors, on the other hand the workers were idle to the· 
extent of 54 per cent of the labour hours available. 
The Committee were informed that the operators re-
quired were for big and sophisticated machines. 
They however find that the Corporation have secured 
for this plant alone the servit.e'! of 373 foreign experts 
and of another 242 Indian persons trained abroad 
bemdes large number of persons trained in other 
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plants/undertakings in India and in the Central Train-
ing Institute of the Corporation. That the Corpora-
tion should still be short of trained operators for 
certain machines, shows that no proper thought was 
given to the selection and training of right types of 
persons for the running of this plant. This has led 
to the anomalous position of shortage of suitable 
persoos for running the plant and at the same time 
a large force of idle workers. The Committee re-
commend that the Government should carefully 
analyse the reasons for this alarming situation and 
take immediate remedial measures. 

One of the reasons for idle machinery was lack of 
scientific planning for production for different shops. 
As pointed out by the F.A. & C.A.O. of the Cor-
poration, at present planning is done in a general 
manner without specific reference to the machine-
wise available capacity and without taking into con-
sideration the normal time in terms of standard time, 
required to complete the various jobs, with the result 
that it is difficult to analyse which part of idle time 
relates to want of load and which part to other rea-
sons. In the absence of such planned loading of the 
shops. it is difficult to ensure proper utilisation of 
machines. The Committee, therefore, desire that early 
action should be taken to work out the standard 
hours for aU jobs. This would also help the plants 
in working the incentive bonus scheme for the work-
ers. The norms so fi:l'ed could of course be reviewed 
ip the light of experience gained on production 
in different shops. 

The Committee regret to note that it should 
have taken the Corporation !}O long to realise the 
deficienc:ics in these departments and to take neces-
sary remedial measures. They trust that it would at 
least DOW be ensured by the Corpoartion that as far 
as possible DO work is held up or machinery or labour 
remain idle for want of ma~. 
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72 The Commjttee are unhappy over the serious 
delays in the execution of orders which not only 
affect production m Heavy Engineering Corporation 
but also the manufacturing programme of their custo-
mers. Such delays are also likely to result in finan-
cial loss by way of penalty for non-delivery of 
products according to schedule. In case the delays 
in the execution of ord~rs persist, the customers will 
have second thoughts before placing orders on 
Heavy Engineering Corporation. This the Corpora-
tion can ill afford at present when it is already short 
of orders. The Committee, therefore, desire that 
immediate steps should be taken by the Corporation 
to empre that the delivery dates are adhered to. 

74 The Committee find that the Ministry receives 

77 

regularly the monthly progress reports and also the 
Quarterly Financial Reviews from the Corporation. It 
is, therefore surprising that the Ministry should wait 
till the customers bring the delays in execution of 
orders to their notice. The very purpose of submit-
ting these reports is defeated, if timely action is not 
taken by the Ministry to take up with the manage-
Dfalt the defects noticed as a result of examination 
of these reports. The Committee believe that the 
delays could have been minimised to some extent if 
the Ministry had taken greater interest in the reports 
submitted to them. They desire that suitable instruc-
tions should be issued by Government to ensure that 
these reports are studied by the Ministries concerned 
and remedial measures taken on deficiencies noticed. 
Failure on the part of the officers of the Ministries 
to take appropriate action should be enquired into 
and the responsibility fixed. 

The Committee are constrained to observe that 
in the case of certain items, the ~lling price does not 
cover even all the direct charges in respect of items 
such as raw materials. salaries and wages, and power 
and fuel not to speak of jndirect charges like de~ 
ciation, interest, other over-heads, etc. This »t a 
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J 5. 83 

16. 91 

IOrious matter and calls _ urgent action on the part 
of the Corporation to examine the reasons for such 
high COlt of productioll. The high cost of produo-
tioa not only aff0ct8 the fiaancial working of the 
Corporation but ailo its competitive position in the 
iatematioDal market. Because of lack: of ~cient 
intemal demand, it ;is vital for the Corporation to 
enter tI'Je export market. But it was admitted by 
the Chairman of the Corporation that although they 
bid teDdered in a number of cases, they could not 
secure any order mainly ~se of very high cost 
of production and the international price being not 
suttiQcnt .even to rover the cost of raw materials. 
The Committee, therefore, urge that concerted efforts 
should be made by the management to reduce the 
cost of production, through improved productivity and 
reduction in inventories, wastagCly of materials and 
better utilisation of men and machinery. 

It needs no emphasis that tbe productSj manu-
factured should be of standard quality and according 
to the requirements of the consumers. The Com-
mittee, therefore recommend ithat thece should be 
rigid quality contrOl at every ~ of production to 
obviate complaints from customers and to inspire 
confidence in the products oftbe Corporation. 

The Committee are perturbed at the lack of 
orders for the Heavy Machine Building Plant. In 
their opinion one of the major ca1J.1CS leading to 
the present situation is the decision of the Govern-
ment to revise the initial capacity of the Heavy 
'Macbim: Building Plant. The capacity of the Heavy 
Machine Building Plant was initially to be 45,000 
tons in the first stage to be expanded to 80,000 tOIlS 
in the second stage. But the Government subse-
quently decided to have the capacity of the plant 
as 80,000 tons from the very beginning. It was also 
decicied to revise the capacity of the Foundry Forge 
Project to 80.000 tons so as to be in step with the 
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Heavy Machine Building Plant. The revision in the 
capacities of the plant has resulted in delays in cons-
truction and additional expenditure. Before deciding 
to increase the capacity of the Heavy Machine Build-
ing Plant from 45,000 tons to 80,000 fOD...,}. it was 
expected of the Government to ensure whether there 
were reasonable chances of corresponding develop-
ment of the iron and steel industry. The limited re-
fIIOurces of the country and the need for balanced 
development of all sectors of economy called for a 
cautious approach. The Secretary of the Ministry 
agreed during evidence that there should be proper 
assessment of demand, the projects should be started 
on a conservative basis and the expansion should be 
thought of only when capacities created have heen 
fully utilised. The Committee cannot help reaching 
the conclusion that if the original capacities had not 
been revised these units would have gone into pro-
duction much earlier, there would have been lesser 
capital investment and the Corporation would not 
have faced the problem of lack of demand and idle 
capacity. The Committee t~t that in future Gov-
ernment would make more realistic assessment of 
demand especially when setting up plants w.ith such 
heavy capital investment. 

These plants set up at a capital investment of 
Rs. 244 crores instead of paying any return on capi-
tal employed will result in a dead loss of Rs. 3435 
crores per annum from 1970-71 on account of fixed 
charges. This is an alarming positiOJl and calls for 
immediate steps to ensure proper utilisation of the 
capacities created in these plants. In addition to the 
steps being taken by the Corporation for product 
diversification, there is an urgent need for firm deci-
sion by the Government about the expansion of steel 
plants ;in the next ten years. 

Concerted efforts should a1so be made to promote 
exports through proper assessment of demand for the 
products of the Corporation in other countries. In 
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this connection the Committee also feel that it would 
belp exports if facilities are offered by the Govern-
ment for supplying plant and equipment on deferred 
payment terms. While granting long terms credits to 
the neighbouring countries. certain tum key projects 
for establishment in those countries could form a 
part of package deal. This would help to increa..~ 
exports and utilise the surplus capacities ;in these 
plants. The Committee trust that the matter would 
receive urgent attention of the Government. 

It is regrettable that not much headway has been 
made in regard to standardisation of steel plant 
equipment. In 1963·64 when the Estimates Com-
mittee examined the working of Heavy Engineer-
ing Corporation, they were infonned that the C0rpo-
ration has come to an understanding with HSL 
regarding ~disation of blast furnace designs. 
That Committee urged the need for early standardi-
sation of other equipment in close consultation with 
the users. The Committee are constrained to observe 
that the position is no better even today and except 
the blast furnaces no other equipment has been 
standardised. Needless to say that there is urgency 
for concerted efforts in this direction. The standar-
disation of equipment would not only help to reduce 
the time lag in the manufacture of the equipment 
but also the cost of production, as the design costs 
range from 10 per cent to 25 per cent of the total cost 
of. the equipment. 

The Committee have in the past also (para 92~ 
t 3th Report) pointed out that setting up of plants 
OIl tum key basis should be confined to cases where 
time is of essence or where there is lack of necessary 
technical skilt and know-how in the country. In 
fact. with the setting up of heavy engineering Imits 
lite Heavy Engineering Corporation, Heavy Electri-
cals (India) Ltd. and the experience gained by the 
steel plants personnel in erecting and running the 
stee1 plants, a stage has been reached when it should 
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be possible to set up future steel plants without any 
foreign collaboration. 

The Committee welcome ,the step being taken' 
up by the Ministry to set up a sort of consortium for 
taking up tum key jobs for setting up Steel plants. 
They consider that by virtue of its being in a position 
to make major contribution in the supply of plant 
and equipment for the steel plants, Heavy Engineer-
ing Corporation can iplay a leading role in such 
a consortium. The Government will of course have-
to carefully examine the existing gaps in the facilities 
available in the country for equipment design and 
engineeriogand measures will have to be taken to 
cover up $Uch gaps in order to enable any consortium 
to take up the work of setting up a steel plant from 
its conception to its commissioning. 

The Committee regret to note that items of steel' 
were purchased much in excess of requirements. 
without carefully assessing the actual need. They 
find that there had been several other cases where 
materials costing lakhs of rupees were purchased 
without carefully assessing the actual requirements. 
Some of the instances as pointed out by the F.A. & 
C.A.O. in his re~ for the Quarters ending June 
and September, 1967 are given in Appendix VI. 

. , ", 1be Committee desire that these cases should be 
examined and the responsibility for the purchase of 
materials in excess of requirements fixed, 

104 Because of injudicious purchases of materials,. 
stores valuing Rs. 94.66 lakhs were lying idle on the 
1st April, 1967 out of which stores worth Rs. 27.9 
laths had not moved for more than three years. 
What is worse is that in spite of heavy inventories in 
a large number of cases, the production suffered for 
waat ~ materials. The COlllJDittee cannot help' 
observing that the system of planning and purchas--
Jag of stores is defective and needs urgent review 
to avoid unn~~ locking up of working capital 
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in mwatories and COBSida-able loss to the Corpora-
tion because of heavy inventory carrying cost. 

Considering that the cost of raw materials 
accounts for a major portion of total cost of produc-
tion for any item, it is essential that there should 
be strict watch over OODIumpCion of raw materials. 
The Committee. therefore. recommend that the norms 
of COII8UlIlption should be fixed on a scientific basis 
and should not be exceeded without legitimate rea-
SODS. They suggest that the cost of excess consump-
tion should be worked out separately as this would 
help the maaagoment in reviewing the extent of 
such eEle8S and taki~ remedial measures. 

The Committee regret. to note that not only did 
the Corpoartion fail to take necessary precautions 
for fire fighting from the very beginning, but even 
after tbe fire in June, 1963, no urgent action was 
taken to implement the recommendations of the 
Director (Construction). The result was that there 
was another major fire in January, 1964 camjng 
heavy damage to valuable imported machinery, which 
had to be importe4JagpiIl 8 ... _t of Rs. 72.20 lakhs. 
However, in view of dae assunuJCC given to the Com-
mittee that the fire service ~isation of. the Cor-
poration has sinco .... \1ro-sbt upto the standard, 
the Committee hope< .. such, ~dents will not occur 
is faIure. 

The Committee are not satisfied with the reason.. 
for the delay in streagtbening the security arrange. 
meats. III view of the fact that even ~ently 
only penaas from Bihar aDd Boagal Police have beeo 
cmpgad for SCIC1Int,. pOJlpOSOS. tk plea of non-avail-
IDliI:y of army ponounel because of emergency 
... to be uatenabIc. 'l1le Committee feel that as 
ia the-~ at .. tigbling.-ngemeDts no serious 
attention was paid to stJiCIII8then, the security arrauge-
IDMtS ami thiDp wro· anew.t to proceed in their 
-wq. 



(1) (2) 

26. 121 

27. 124 

28. 125 

lOS 

(3) 

Even granting that the police failed to find any 
evidence against the seCurity personnel -for a criminal 
action, it :is evident' from· the facts of the case that 
the fire which occurred in· September, 1964 could 
not·oecur . without the Connivance or negligence on 
the part of the security guard. The Committee are 
concerned about the several. cases of sabotage in the 
plants of the Corporation and feel that it is essen-
tial that proper measure5\ should be taken to guard 
against recurrence of such cases. The Committee 
recommend that there should be proper screening of 
the security personnel before their appointment to 
avoid any chance of their c!ompliclty in such cases. 

The Committee are constrained to observe that 
in spite of adverse comments made in a Report by 
an independent Enquiry Committee against the Chief 
Security Officer and even after the Corporation had 
made a commitment to the Government in February, 
1965 that the Chief Security Officer would be relieved 
from the· Efrvice of the Corpoartion, he was in fact 
placed in a position with higher responsibility instead 
of being relieved from service. The change in deci-
sionabout him was not even communicated to the 
Government. The Committee take a serious view of 
the scant regard paid by the management to the 
observations in the Report of an independent Enquiry 
Committee. 

(i) The Committee also regret to note that tho 
Government did not keep a watch on the actual 
implementation of the commitment made to them 
in this regard. They desire. I that the matter should 
be examined· by the . Ministry and ~itable action 
taken. 

(ii) The Committee also suggest that whenever 
special Enquiry Committees are set up either by the 
Government or the Public Undertakings, the action 
taken on· the obserVatiOns/reCommendations of such 
reportS 'shotfid be #atc:hed - by the Ministries c0n-

cerned. 
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During evidence the Chairman of the Corporation 
stated that the question of insurance of plant and 
machinery of the HMBP was taken up with the Indian 
lILsurance Companies A.ssoc.iation Pool in August, 
1963 and talks were held with them in December, 
t 963. It is, however, noted that even in February, 
1964. when the matter was put up to the Board. the 
rates of premium, the manner of payment, etc. had 
Dot been settled and the Board was requested to 
accept the proposal for insurance in principle so that 
further action regarding negotiations for ratcs! and 
the manner of payment etc. could be taken and set-
tled with the Pool on immediate basis. In the cir-
cumstances. the time taken by the Corporation in 
preliminary talks with the Indian Insurance Com-
panies Association Pool could hardly be justified. 
It is regrettable that even after a major fire in HaUa 
storage shed in June, 1963. the urgency of the matter 
was not realised and no immediate action was taken 
to ensure the plant and machinery of the Heavy 
Machine Building Plant. The failure to insure the 
plant and machinery resulted in an avoi!1able loss of 
Rs. 72' 20 lakhs to the Corporation. The Committee 
hope that the management will insure valuable plant 
and machinery wherever necessary and justified. 

The Committee, however, note that some of the 
Directors have continued to be on the Board of 
Directors of the Corporation for the last three years . 
although they had not been attending majority of 
the meetin~ of the Board. The success of any 
1IIldertaking largely depends on the interest taken by 
the Board of Directors. The Committee, therefore, 
recommend that at the time of reappointment of the 
Ilirectors each year, only those who have shown 
Jnterest in the affairs of the Company should be 
c:oasidcred for reappointment. The Committee feel 
that in an undertaking of this size and complexity 
it would be advantageous to have the General Mana-
&en OIl die Board of Directors. 
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It is unfortunate that the recruitment of sta1f by 
14e Corporation durlDg construction was not strictly 
related to the requirements. Having committed this 
initial mistake the Corporation now finds it difficult 
to retrench them and are obUged to carry the extra 
strength. This has led to lower productivity and 
higher cost of production. 

139 In this connection the Committee note that tho 
Estimates Committee (1963-64) which examined the 
working of this Corporation suggested in para 173 
of their 51 st Report that "the Corporation should 
endeavour from the beginning to (i) restrict the 
number of administrative and supervisory staff, (ii) 
increase the productivity of direct workers by pro-
per training, and (iii) avoid any over staffing parti-
cularly at the initial stage." In pursuance of this 
recommendation the Corporation had stated that 
with a view to ensuring that there was no over-
staffing even at this stage of construction and pro-
duction a decision had been taken to freeze recruit-
ment at all levels. Staff was being recruited only 
when it was absolutely essential. From a statement 
furnished to the Committee it is, however, noted that 
the Corporation has appointed 1523 more persons in 
the last three years. The persons recruited include 
workers and staff for departments like Administra-
tion, Stores, Finance etc. in which there was already 
overstaffing. 

It is regrettable that in spite of the recommenda-
tion of the Estimates Committee and the decision of 
the Corporation to freeze recruitment, the employ-
ment of additional staff should have continued in the 
plants of the Corporation. This only shows that 
the management has failed to implement its own 
decisions. The Committee desire that unless technical 
compulsions require no fresh recruitment should be 
made till an the existing labour and staff have been 
gainfully utilised. 
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The Committee are not satisfied with the pro-
gress made in locating surplus staff ill the plants of 
the Corporation. They also feel that in order to-
have a proper assessment of the surplus staff, it 
would be better to have such an investigation car-
ried out by some expert outside agency. 

The Committee feel that creating of a pool of civil 
engineers would hardly solve the problem as it 
would be difficult for the undertakings to retrench 
the surplus construction staff till they find alternative-
jobs. At the same time they feel that if the public-
sector undertakings have to work efficiently and to-
secure low cost of production and adequate return-
on capital employed, it is necessary that the labour 
cost which accounts for a substantial portion of the 
cost of production be kept to the minimum. Sin~e 

the construction staff is solely employed for the pur-
pose of construction work there is no obligation on 
the part of the public undertakings to retain them· 
after the assignments for which they had been en-
gaged are Over. Thus there is no justification for 
burdening the public undertakings with surplus c0ns-
truction staff which cannot be gainfully employed by 
them in production. The IJijItter, tberefore, requires 
terlous attention of the Government. 

In this connection the Committee find that the 
Estimates Committee bad in their S I st Report on 
the Corporation had suggested the building up of 
strong organisations in the public sector for under- . 
taking construction and erection work. They also-
suggested that in this context the strengthening of the 
two existing organisations viz. National Projects 
Construction Corporation and NatioDa1 Buildings 
Construction Corporation for undertaking such work 
may be considered by the Government. In pursuance-
of this recommendati~ the Committee were informed 
by the Government that apart from National Projects 
Construction Corporation Ltd. and National Bun~ 
IDa$ Construction Corporatlon Ltd., the Government 
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have also since set up Hindustan Steel Works Cons-
truction Ltd. More such undertakings will be set up 
as and when considered necessary. The Committee 
feel that the entrusting of construction and erection 
work to central agencies instead of doing it depart-
mentally will go a long way in solving this problem 
of surplus construction staff. Till the work is done 
by a central agency there will always be a tendency 
to absorb the construction staff in production. Since 
this invariably happens, and in the long run affects 
the economics of a project, the Government oUght to 
issue directions, if necessary. to get the construction 
done by N.B.C.C., N.P.C.C., etc. 

The Committee feel that the difficulties anticipated 
do not justify shelving of an issue of this nature 
having considerable financial implications. They de-
sire that the management should take an early deci-
sion in the matter and the project allowance may be 
discontinued in accordance with the Rules. The 
Conmiittee have come across other cases also where 
project allowance could not be discontinued even 
after conditions for its payment had disappeared. 
They therefore desire that the payment of project 
allowance should be discontinued as soon as the 
required amenities have been provided. The Com-
mittee have noticed that instead of discontinuing the 
project allowance after the construction is over, the 
public undertakings have merged it with pay with the 
result that the undertakings were burdened with extra 
expense till the persons concerned retired or left the 
project. In view of the resultant consequences that 
follow the giving of Project allowance the Com-
mittee recommend that such allowance should not 
be given in the projects to be set up in future and 
the Ministry of Finance may withdraw the general 
orders on the subject. 

The Committee find that the Estimates Com-
mit:t.eewhich examined the· working of the Corpora-
tioa in 1963-64 also suggested that it was desirable 
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to rationalise the scales of pay attached to various. 
posts in the Corporation and b~ them on work 
studiea or job specifications. While accepting this. 
recommendation, the Corporation ba~ informed that 
the question of reducing the number of scales of pay 
was engaging the attention of the Corporation and 
every effort would be made to reduce the number. 

The Committee are constrained to observe that in, 
spite of the recommendation of the Estimates Com-
mittee and of the committee set up by the Corpora-
tion no action has been taken to rationalise the pay 
scales. The Committee are unhappy at the failure of 
the Corporation to take the corrective step. They 
BUggest early rationalisation of pay scales by the 
Corporation. 

The Com mittee agree that for the efficient work-
ing of any undertaking. merit should be recognised 
and promotion is by iar the best incentive an un-
dertaking can provide to its employees. However, 
some or the instances of promotions examined by 
IllC Committee leave a doubt in their mind whether 
too rapid promotions were not given than legiti-
mately due. They feel that a minimUm period of 
experience in the Jower category is essential before 
a person is mature enougb to shoulder higher res-
ponsibilities. In their view even promotion on out·, 
standing merit should also be considered ooly after 
completion of minimum period of three years in a 
lower grade as prescribed by the Corporation. 

The Committee recommend that the rule provid-
ing for promotion before three years service may be 
reviewed in light of the above observations. Early 
action should also be taken to Jay down replar 
chumels of promotion to avoid any cause for mil-
pvinp. 

It needs no emphasis that in the interest of ef6cient 
and economic working of a project, it is necessaty· 
that there sbouk1 be complete understaDding and' 
coopcratioa between labour and managemenL This 
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can be best achieved only if there is proper under-
standing among the workers themselves and the in-
ter-union rivalry is avoided. The Committee hope 
that there will be a constant endeavour both on the 
part of the management and the labour unions to 
resolve differences through mutual discussions and 
voluntary arbitration in order to achieve maximum 
production. 

The Committee also desire that steps should hi 
taken by the manageme-nt to constitute early tha 
Works Committees in all the plants and to haw 
workers representatives on other Committees to pro-
mote good industrial relations. 

The question of increase in the capital cost esti-
mates of the Projects was considered by the Esti-
mates Committee (1963-64). That Committee 
observed that it was not correct. to undertake a pro-
ject on the basis of incomplete estimates and to sub-
sequently increase the outlay thereon, which has in 
any case to be agreed to by the Government, a feature 
which was fairly common to most of the projects and 
which had to be discountenanced. That Committee 
recommended that the final (;stimates of the various 
projects be immediately prepared and placed before 
Parliament with proper explanation for variations 
between the Detailed Project Report estimates and the 
anticipated cost. It is, however, regrettable that even 
after more than seven years from the submission of 
the original estimates by the Corporation in June, 
1960 these estimates have not yet been approved by 
the Government, not to speak of their being pJaced 
before Parliament. 

The reasons advanced for the delay in approval 
of estimates are a sad commentary on the manner in 
which the Capital estimates of the projects have been 
dealt with by the Ministries. The Committee have 
in the past also deprecated the cases of delay on the 
part of the Ministries in sanctioning the estimau. 
until the whole process becomes a post facto affair. 
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The Committee would again like to reiterate that the 
complete estimates should be called for well in ad-
vance and sanctioned by the Government before any 
work is taken up. Then alone it would be possible 
for the Ministry to have any check over the actual 
expenditure against the estimates therefor. 

The Committee hope that tho iDstruetions issued 
by the Finance Ministry to ensure quick approval of 
project estimates would be carefully foBowed in the 
Finance Ministry. They also desire that the reasons 
for the delays in sanctioning the estimates in the Ad-
ministrative Ministries should also be examined and 
similar instructions Issued to streamline the procedure 
for avoiding unnecessary delays in the sanctioning of 
the estimates there. 

The gross profit at full production in 1970-71 in 
the projects of the Corporation is expected to be 
9 per cent of the capital. employed and the net profit 
after taking into account the inte~ charges will be 
only 4.5 per cent. The Committee were also inform-
ed that by 1970-71, tbere would be an accumulated 
loss of about RI. 20 crotes and it would take the 
Corporation about 3-4 yean to wipe off the losses. 
A, such the real profits will be only from 1975-76, 
I.e., aixteeD yean after the establishment of the Cor-
poration and even then the net profit will be at the 
rate of 4.5 per ceDt of the capital employed. 

The Commi~ arc unhappy to observe that the 
expectecl profitabijity of the plants of the Corporation 
is so low. The main. rnsons for the low profitability 
are the higher capital investment and higher cost of 
production due to low productivity and large .imen-
tories etc. Concerted eftorls are, tbenfore. called for 
to improve the operational and fiundal working of 
the . Corporation. 

It is evideat that the land ~ for towDsbip 
was much in excess of ~ It is also seea 
that out of 1800 acres of land utilised for the town-
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ship. the actual area used for houses was only 16.3 
per cent of the total area. Apparently there has 
been Jack of proper planning in the use of Jand. 
The Committee have in the past also emphasised the 
need for utmost economy in the expenditure on town-
ship as it adds to the capital cost of the projects and 
affects the cost of production. The Committee trust 
that ha$g acquired such large surplus land, steps 
would at least now be taken by the Corporation for 
the proper utilisation of this land. 

In this co~tion they would also invite attention 
to the following recommendation of the Committee 
made in para 158 of their 8th Report on Townships 
and Factory buildings: 

"The Committee feel that in view of the food 
shortage in the country it would be desirable 
if the land which has beea acquired for ex-
pansion and is not being used is leased out 
temporarily for cultivation. Such an arrange-
ment' , would provide some income to the 
undertakings, besides augmenting agricul-
tural production." 

The Committee are not satisfied with the explana-
tion of the management for the piecemeal construc-
tion of temporary quarters. Considering that the 
orders for 1000 houses were placed on the same 
day on which the Board decided to construct 2000 
more houses, they feel that with proper co-ordination: 
it should have been possible to place the orders for 
all the 3000 quarters in one lot. Even if the Corpora-
tion failed to do so, the Committee see no reason as to 
why the orders for the additional 2000 quarters could 
not be placed immediately after the decision of the 
Board, with the existing contractors on the same terms 
add conditiOlH as for the earlier 1000 houses. It is 
surpEiaing,that, the Corporation had' to negotiate for 
these 2000.quartcra and:itwas ooly after four months 
that. the ordeg were pIaoe4on.. the two existing con-
tractm& and~ twe-.ew·,~ntr:adDra at the rates con-
siderabiy . ..,..:d1an.thC.pnMousODeS, resulting In 
extra expenditure of Rs. 7,93,642. 
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The Committee take a serious view of the manner 
in which the approval of the Government for c0ns-
truction of quarters was by-passed merely on technical 
grounds. 

The Committee feel that the full facts of the cases-
have not come to light. They 4esire that the matter 
should be tboroughly examined by a high powered 
Committee and the responsibility fixed. 

The Committee cannot help the cooclusion that 
the purchase and installation of the brick making 
machines at a cost of over Rs. 6 lakhs bad been 
injudicious. It is regrettable that although the' 
Central Building Research Institute suggested that 
only one machine might be purchased on an 
experimental basis, the Corporation went ahead 
with the purchase of 10 machines without making 
a comprehensive investigation about the utility of 
mac:bine-made bricks and the suitability of the soil. 
The Committee also find that the order for the 
machines had been placed in March, 1961 whereas 
preliminary tests of soil were conducted in September, 
19ti 1 and the technical advice of the Central Building 
Research Institute was received in December. 1961. 
They see no justification for placing the order even 
before carrying out proper soil tests or before obtain-
ing technical opiniOJ\l. Having already placed the 
orckr. the Corporation perhaps found it more conveni-
ent to ignore the advice of the C.B.R.I. As subsequent 
events proved, the decision to go ahead with the pur-
chase of all the ten machines was incorrect and result-
ed in large infructuous expenditure and loss of foreign 
exchange. 

The Committee desire that early action should be 
taken to dispoIe of the remaining four machines. 'I'he 
Committee would also lite the body which is looting 
after the surp1as machiDery in public undertakings to 
be more "fIgiI8Ilt III brick making madIines hue bec:It 
bou@ht by N.B.C.C. from abtoad wbfIe sarpIas 
machiDes were lying .. witb tbe Corporation. 
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The Committee regret to note that at the time of 
placing orders for the water meters, the fact that the 
temporary quarters would have a system of pipelines. 
in which it will not be possible to fix the meters was 
overlooked. They also find that out of 6912 water 
meters purchased by the CorporatioDl, through DGS&D, 
the orders for 3400 meters were placed by the DGs&D 
in January, 1964 and for 2600 meters on 30th April, 
1964. All these 6000 meters were received still later 
between 16th July, 1964 and 19th January, 1965. Had 
the management, soon after the agreement of 10th 
February, 1964 with the Labour Union, examined 
whether it would still be an economic proposition to' 
instal the meters or not and requested the D.G.S.&D. 
to cancel the existing orders or at least not to .placl 
any fresh order, they could have avoided a substantia1 
amotmt of expenditure on the purchase of meters. 
The Committee desire that the matter should be in-
vestigated and responsibility fixed. 

The Committee desire that the meters should be 
disposed of without delay to avoid unnecessary locking 
up of capital and ]oss on account of depreciation. 

Considering the needs of trainees for accommoda-
tion for a limited period, the Committee consider that 
incurring of large expenditure on the building of such 
hostels on a permane~t basis is open to question. They 
feel that certain blocks of houses should have been 
temporarily used for accommodation of the trainees so 
that these could be released for accommodation of ' 
staff when no longer required for the trainees. Now 
that these hostels have been built at a heavy cost, 
immediate steps should be taken for their best alter-· 
native use. 

The need for a sound design and research organi-
sation for such a complex unit like the Heavy Engi-
neering Corporation cannpt be over~pbasised. It is 
not desirable for the Corporation to depend entirely OIl 
die bought out basic designs for the manufacture of-
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equipmellt.. 1be design units should therefore be suit-
ably· ttrcDgthened for the preparation and constant 
improvement· of the original machine designs and pro-
duction processe$. 

The Committee· regret to note the delay in tbe 
setting up of the Central Institute for basic designing 
and research in heavy machinery and equipment. They 
find that even in 1963-64 the Estimates Committee in 
their Report on the Corporation urged the need for 
setting up immediately· such an Institute. Inspite of 
the recommendations of the Committee and the fact 
that the USSR Government offered to assist in the 
setting up of the Institute not much headway has been 
made in this direction. . The Comnrlttee desire that the 
setting up of this Institute shOUld be expedited. 

The import of design dOCUD1entation by tho 
Boksto Steel Plant from the U.S.S.R. which were al-
ready available with the HEC is a serious matter in-
volving avoidable loss of foreign exchange. Tho 
Committee fail to understand as to how the Govern-
ment allowed the import of drawings without ascer-
taining from the Corporation whether these· were 
available with them or not. They recommend that 
in future the Government should exercise great care 
before allowing the imports of designs and drawings for 
equipment to be manufactured by the Corporation. 
Scrutiny of orders placed for design documentations 
but not executed so far may also be made in order to 
take remedial measures, if possible. 

The reason advanced for incurring such a heavy 
expenditure by the CorporatiOA (Rs. 4.87 lakhs) on 
design and technical documentatiod, etc. without any 
firm order from the ONGC is hardly convinciJlg. The 
Committee recommelld tbal before any work is taken 
IIp for et.ecutiotl from...,. party, It tibou1d be ensured 
by the public undertatIngs·tliat there is firm commit-
ment 1tom the party. so that if Cd be held liable for 
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payment of compensation in case the order is cancelled 
or the goods are not subsequently accepted. 

UnleSs orders are placed immediately, these plants 
set up at a heavy capital investment of Rs. 244 crores 
instead of paying any return on capital employed will 
result in a dead loss of Rs. 34.35 crores per annum-
from 1970-71 on account of fixed charges. To remedy 
this alarming situation, the Corporation is taking up 
steps for product diversification. But the plant hav-
ing been set up mainly for the manufacture of equip-
ment for steel industry, the diversification, though, 
inevitable, will mean more investment in balancing 
equipment and will also reduce the production of the 
planlt. The situation therefore calls for immediate 
step~ for finalising the steel development programme 
during the next ten years as well as for export pro-
motion. 

The overall picture that emerges out of this study 
is not very bright or hopeful. The Committee hope-
that Government will analyse the reasons for the un-
satisfactory working of the Corporation am take im-· 
mediate remedial measures in the light of the observa-
tionslrecommendations of the Committee. 
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