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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having been 
authorised by the Committee to submit the Report on their behalf, 
present this Twenty Second Report on Indian Drugs Ie Pharmaceuti-
cals Ltd. 

2. This Report is based on the examination of the working of 
Indian Drugs .and Pharmaceuticals Ltd. up to the ,ear ending 31st 
March, 1965. The Committee took the evidence 0 the representa-
tives of Indian Drugs & Pharmaceuticals Ltd. from the 24th Decem-
ber to 27th December, 1965 and of the representatives of the Ministry 
of Petroleum and Chemicals on the 25th January, 1966. The Report 
was adopted by the Committee on the 22nd March, 1966. 

3. The Committee wish to express their thanks to the officers of 
the Ministry of Petroleum and Chemicals and Indian Drug~ and 
Pharmaceuticals Ltd. for placing before them the material and in-
formation that they wanted in connection with their examination. 
They also wish to express their thanks to Col. R. D. Ayyar who 
appeared before the Committee to tender his views as also to other 
non-official organisations/individuals who. on request from the 
Committee furnished their views on the Undertaking subject working 
of Indian Drugs & Pharmaceuticals Ltd. 

4. The Committee also place on record their appreciation of the 
assistance rendered to them in connection with the examination of 
audit paras pertaining to the Indian Drugs & Pharmaceuticals Ltd. 
by the Comptroller and Auditor General of India. • 

NEW DELHI; 
March 22, 1966. 
Chaitra-f,1S=SS=--:-::(S=-) 

D. N. TIWARY, 
Chairman, 

Committee on Public Undertakings. 



1 
INTRODUCTORY 

During the beginning of the Second Five Year Plan, Second 
need was felt for the establishment of fUrther production Five Year 
facilities for pharmaceuticals and drugs in the context of Plan 
the State taking over increasing responsibilities in regard Proposals. 
to the provision of medical relief in the country and also 
the necessity of bringing down the prices of essential 
medicines by larger production. In view of this the Gov-
ernment of India invited a team of Experts from the Soviet 
Union in 1956 with the object of (i> investigating the 1>0s-
sibilities of obtaining technical collaborations from the 
USSR on more favourable terms than were available from 
elsewhere and (ii) studying the possibilities for the manu-
facture of drugs and pharmaceuticals in the country and 
suggesting targets of such production. This team reported 
in May, 1956 and suggested the setting up of four plants 
for the production of antibiotics, synthetic drugs, organic 
intermediates for drugs and dye-stuffs and endocrines. 
They also recommended the expansion of the Hindustan 
Antibiotics Ltd. and also the extension of research facili-
ties. The team also suggested substantially higher targets 
of production than those recommended by the Develop-
ment Councll for Pharmaceuticals and Drugs, for inclusion 
in the Second Five Year Plan. 

2. The Government of India examined these proposals 
and decided to send an Indian team of experts to the Soviet 
Union to study inter-alia the extent to which it would be 
possible to adopt in this country the techniques and pro-
cesses of manufacture offered by the Soviet Union as also 
to study the processes for manufacture of antibiotics in the 
Soviet Union and certain European countries and the ex-
tent to which foreign collaboration could be expected. The 
team of Indian experts headed by Dr. G. P. Kane visited 
the Soviet Union in September/October, 1956 and report-
ed to Government in December, 1956. They recommended 
the adoption of the Russian techniques in the manufacture 
of drugs, pharmaceuticals and surgical instruments and 
suggested that the factories for their manufacture might 
be set up with Soviet collaboration. 

3. It was, only in early 1958 that these proposals were 
further taken· up by the Government of India, when they 
invited a second team of Soviet experts of the Ministry of 
Health of the USSR with a view to discuss the proposals 
with the Indian experts and prepare estimates ot foreign 
exchange required for the plante and the production pro-
gramme of each of the plants recommended br the First 
RUSSian Team. Taking ad:vantage of an offer 0 80 million 
roubles credit made by the U.s.S.R. Government in April 

Soviet 
Credit. 
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1958 Government of India decided to establish, in the publiC" 
sect~r, plants for the manufacture of synthetic drugs, anti-
biotics surgical instruments, phyto-chemicals, and 
glanduiar products. Based on further discussions at the 
expe'rt level with the technicians from the U.S.S.R. the 
scope and content of four of these units to cover the manu-
facture of these drugs and allied items were defined before 
the end of 1958. 

4. The project for the production of glandular products 
was dependent on the establishment of a modern slaughter 
house in the country. As it was expected that consider-
able time would be taken up in the establishment of Buch 
a slaughter house, the consideration of this. project was 
postponed. In regard to the other four projects, a Drug 
Projects Location Committee was set up by the Planning 
Commission in 1959 to recommend suitable locations for 
the establishment of these factories. As a result of the 
suggestions made by the Oommittee, it was decided to· 
locate the Projects in the following places:-

(i) Antibiotics Project at Rishikesh; 

(ii) Synthetic Drugs Project at Hyderabad; 

(iii) Surgical Instruments Project at Madras; and 

(iv) Phyto-Chemical Project at Neriamangalam' 
(Kerala) . 

5. In May, 1959, the Government of India entered into 
an agreement with the Government of the USSR, whereby 
the latter undertook to provide a loan of Rs. 9.52 crores to-
cover technical services including the training of Indian 
technicians at the Soviet plants and the cost of machinery 
and equipment to be imported for these plants. 

6. On the 10th June, 1960, four contracts were signed 
with Mis. Technoexport for the preparation of Detailed 
Project Reports in respect of the four plants. In the be-
ginning, the Projects were executed by the National Indus-
tr:al Development Corporation. 

7. On the 5th April, 1961, the malan Drugs and Pharma-
ceuticals Ltd. was set up with re,gistered Office in New 
Delhi, with the main object of managing these four Pro-
jects. Consequently the Government of India assigned to> 
the company on the 14th November, 1961, all rights and 
obligations u!lder the Agreement with the Soviet Union 
dated the 29th May, 1959 relating to th~ loan of Rs. 9' 62" 
crores and the four contracts with· Mis Technoexport •. 
Moscow mentioned above: 



3 

8. The progre3s mad? in r~gard to the three Projects up Proirea' 
to end of 1965 is as follows:-

Annual Capacity Programme 
--------------------- ------------------Antibioticq Project 

Rishikesh 

Synthetic Drugs Project 
Hyderablld 

Surgical Instruments 
Project, Madras 

300 tonnes 

!lSl tonnes of main 
drugs 
4560 tonnes of 
interme..:iates 

2.5. million pieces of 
166 Ilypes of instru-
ments 

Pilot plant commissioned 
in October, 1965. 

Pilot Plant was Commi~ 
sioned in the middle of 
October, 1965. 

First pieces in the Forge 
shl-p were struck Oil the 
31St July, 1965 and 
Tool Room was put into 
operation in October, 
1964· 

9. The Committee regre·t to observe that it took the Delq 
Government ten yea.Ts to put through proposa.Ls which were 
thought of in 1956 for inclusion in the Second Five Yea,r 
Plan. The Projects were thought of because pharmaceutt-
cal factories in India were producing only negUgible quan-
tities of drugs. Most of these factories processed the drugs 
imported fl'om abroad. Apart from the heavy drain of 
foreign exchange jor their import, these drugs were costly 
"nod the availability WIH Limited owing to import restric-
tions. The position was aggravated by th~ fact that the 
biggest plants depended for raw materiaLs on foreign firms, 
who used their monopoly position to ma.'ntain high selling 
prices. It was with a view to get over these difficulties 
and make aooilabL!? drug.9 and surgica! instruments on a 
mass sca!e that the establishment of these Projects was 
thought of. 

10. The following extracts from the Report of the USSR Soviet 
team of Experts which visited India in 1956 would show Team". 
the extent of the problem facing the country at that time: - Ob8erva. 

tions. 
"There are over 1600 enterprises producing drugs at 

present in India, 1550 of which with an output 
of 20 per cent of the total production Are so 
small and so primitively equipped that they can-
not be considered as industrial units. Each of 
them employ on an average 6-7 workers and have 
a capital of less than Rs. 40,000...· Even the 
larger units on an average hav.~ a capital invest-
ment of 2-3 million rupees and such plants can 
be considered only as very small and employ-
ing mainly hand labour . 

• • • 
• The pharmaceutical factories in India are producing 

a. considera~le number of drugs, but only negli-
~Ible quan.ttt~ of them are being produced start-
Ing from mdlgenous raw mnterials .. ThE' major 



part of the Indian pharmaceutical factories is 
mainly o:;::upied with the processing (prepara-
tion of tablets, injection solutions, ampoules etc.) 
of drugs imported mostly from abroad . 

• • • 
Almost all the essential drugs, the availability of 

which determines the effectiveness of the medi-
cal attention in the treatment of the most serious 
and common diseases in India, are not being pro-
duced in the country but imported from outside 
in "bulk" form or in the form of completed 
penultimates from which finished drugs can be 
produced by methods of simple and easy techno-
logical processes. Almost all the antibiotics are 
being imported; penicillin (indigenous produc-
tion of penicillin meets only about 20 per cent of 
its total consumption), streptomycin, chluro-
mycetin, aureomycin and other tetracyclins; 
antituberculosis preparation-Paraminosalicyclic 
acid (PAS), all the SUlpha drugs, synthetics, 
anti-malarials, anti-filariasis drugs, chloroform 
for anaesthesia, procaine and number of pharma-
ceut~cals of common use-aspirin, sodium salicy-
late, luminal, phenecetin and others anu ah'o .;.II 
the synthetic vitamins and glandular products. 
This group of the above drugs, according to the 
experience in other countries, constitutes 70-
75 per cent in value of the total consumption 
of aU the drugs . 

• • • 
'The production of drugs entirdy from indigenous 

raw materials and independent of imported items 
is being carried out by Indian plants only in 
those cases where the technological processes are 
simple and do not require the creation of r.lonu-
facturing units with complicated equipment. 
Usually, these are the simplest drugs from medi-
cinal plants such as tinctures, extracts some olka-
loids (strychnine, quinine, caffeine o~ relatively 
simple synthetic preparations such as sulphuric 
·ether chloralhydrate, ethylchloride, calcium, 
glycerophosphate, inorganic salts and also ,'ac-
cines and sera. But even here, rich natural 
resources of the country are far from being fully 
utilised. 

• • • 
--.The present position of the pharmaceutical industry 

is aggravated by the ;I:tt that the bigges. phmte 
directly depend on f gn firms. According to 
the report of the Pharmaceutical Enquiry Com-
mittee, out of 93 large pharmaceutical plants, 



s 
32 are· private enterprises under foreign 
control or working in collaboration with foreign 
companies. These plants produce over 50 per 
cent of the total value of finished drugs made in 
the country, employing only 15 per cent of the 
total number of workers. It is remarkable that 
during a year they purchased imported taw 
materials valued at Rs. 42 million and the indi-
~enous raw materials valued only at Rs. 6 mil-
lion. 

• • • 
Thus, the Indian Pharmaceutical industry has deve-

loped without proper foundation and, to large 
extent, is dependent on import of finished drugs 
and penultimates for the production of drugs." 

11. These facts should have warranted the grant of the Priarit.J' 
highest priority to the establishment of the projects in our 
development schemes since the health standards were far 
from satisfactory. To have taken ten years for the fUlfil-
ment of these objectives when the foreign credit was avail-
able as far back as 1958, is a matter of concern. 



Pees. 

Cost dI. 
Projects. 

D 
GENERAL ASPECTS , 

A. Project Report 
12. As stated earlier the Detailed Project Reports and 

Working Drawings for each of the plants were prepared by 
MIs. Technoexport. The Detailed Project Reports were 
received in July-August, 1961 and were examined by a 
Committee of eminent scientists and specialists who re-
commended several modifications in order to suit the con-
ditions prevailing in India. Most of these modifications 
were accepted by MIs. Technoexport and the final Detailed 
Project Report were accepted by the Government of India 
on 1st January, 1962. 

13. The following fees were paid to MIs. Technoexport 
for the preparation of Detailed Project Reports and Work-
ing Drawings:-

Riahikesh Project 

Hyderabad Project . 

Madras Project 

Phylo-Chemic"l Project (Kerala) 

TOTAL , 

Fees Paid 

Report Working 
(In lakhs) Drawings 

Rs. Ra. 

10'80 zo,84,6~4 

13'ZO :n,00,5z7 

4'70 6,50 .793 

8'50 ----
37'zO 48,35,974 

---_._----_. __ ._ ... _. __ .-
14. The Committee found that the estimates of the cost 

of the Projects and the cost of production were not indi-
cated in the Detailed Project Reports. It was learnt that 
the Government of India had requested the Soviet Party 
to include data on the costs of the enterprise and the costs 
of the products calculated on the basfs of consolidated 
indices, but the Soviet Party did not agree to this as they 
felt that estimates of cost of production etc. were matters 
which should be dealt with by the Indian side and that they 
could not take any responsibility for them. However, they 
selected a few drugs which they considered to be represen-
tative of different groups in a drugs and pharmaceuticals. 
factory and prepared estimates of cost of production. These 
were later examined by the IDPL in accordance with their 

6 
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monetery evalution for different components of production 
vii. raw materials, chemicals, wages, pcwer, amortization 
etc., and the company drew its own cost estimates. The 
variations in the estimates- of cost of production for the 
quantities of drugs and surgical instruments stipulated in 
the Detailed Project Reports were significant as would be 
seen from the following figures: 

Antibiotics Proje-ct. 

Synthetic Drugs Project 

.Surgical Instruments Project 

TOTAL 

L . This is an increase of S8 %. : 

Soviet side Indian side 

(Amount ill crores Rs.) 

S'90 

4' 18 

0'76 

10'h4 

1'13 

17'14 

15, To eliminate the possibility of preparation of wrong 
-estimates on the basis of wh.ich projects are sanctioned, it 
would be better for the Government to supply aU relet'ant 
data ,.elating to availability and cost of raw materials, 
labour, fuel, power, cwerheads etc" so that the collaborating 
foreign party can. work out exact figures of the cost of pro-
jects and the cost of production. Unless these fVJures are 
available, it would be difficuLt to form an exact idea of the 
economics of a plant and its profitability. Such figures, if 
included, in the Detailed Project Report would also provide 
the Government a yardstick with wh.ich to measure the 
.actual performance. Such an estimate made by one with 
actual experience in the field and based on figures of the 
actual operat'''; costs in his own country would be more 
useful and ac.::urate than the one framed later by persons 
who have no experience of the line. The foreign collabo-
rators, in future, shouLd be persuaded to include e~timates 
of the cost of a project and the cost of production in the 
Detailed Project Report. 

16. The Committee find that technical and economiC Economic 
feasibility studies in r~spect of the five projects were con- feuibllity 
ducted by the Soviet team which visited India in 1958. studies. 
The Committee went through their Report and found that 
most of the data was 'Dased on very rough estimates. It ip 
as a result of this sursory data, on which the ussumptions 
regarding economic feasibility were based, that the Phyto-
Chemical Project' at Neriamangalam had ultimately to be 
abandoned. It was found by Government that the data 
relating to the availability of raw materials and their cost 
had no relation to t!1e actualities. Based on this meal!lre 
data, Gc·vernment had proceeded with the Project incur-
ring a loss of Rs. 33.02 lakhs (out of which Kerala Govern-
ment's share was Rs. 19.96 takhs) , before the Project was 
.abandoned as an unworkable proposition. In the other 



three Projects also the assumptions in regard to cost of raw 
materials etc. have not proved accurate resulting in 
higher costs of production and less profitability than or!· 
ginally assumed. It is e8"sential that thorough and realistic 
feasibilit'U studies should be made so that Government i.t 
not ultimately burdened with a project which is :10t eco.-
nomically viable. 

'I'lme 17. The Committee also find that the Detailed Proiect 
8cbedules. Reports did not include time schedules for the cons';ruC'~ 

tion./commissioning of the projects. It was only two years 
after the receipt of the Detailed Project Reports that the 
company prepared such a time schedule. The Detailed 
Project Reports should have included the time schedule; 
but if for any reason, these were not included, the company 
should have the same immediately prepared. Delay in 
this regard is apt to conceal any avoidahle procrastination 
on the part of construction agencies, including suppliers of 
working dr41.oings, equipment etc. 

B. Project Estimates 
18. The Project estimates for the four plants which were 

not included in the Detailed Project Reports were worked 
out by the IDPL in 1961. These were later revised in 
1964 and again in 1963. The figures are as follows:-

Rishikesh 

Hyderabad 

Madras 

Rilhikesh 

Hyderabad 

Madras 

Percent-
age of in-
c:rease of 

1965 1965 
figures 
over 

orijfinal 
estimates , ------------_. 

Rs. in c:rores) 

FACTORY 

12·25 . 18· 35 

11·50 17·°4 
2·15 3·48 

25·9° 38'87 

TOWNSHIPS 

3·50 3·59 

2·75 2·34 

1·50 1·63 ---
7·75 7·56 

-_ .. _-"---

20· 15 66% 

19·30 58·3% 

3·56 65% 

43. 01 

3. 16 

1·54 
6·SS 
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19 It is seen that the percentage of increase in the fae- IDcnu lit. • . factor'l 
tory estimatfs is more than 50'10 In each case. When ques- Cltimatel. 
tioned about the reason for this, the IDPL stated as fol-
lows:-

"The reason is that in 1961 tbe estimates were fore-
cast on inadequate data. At that time, even the 
contracts for supply/equipment and services by 
the Soviet Party had not been finalised and the 
provisions for some of the important items such 
as Plant and Equipment were made on such 
rough indications as were available from the 
Soviet Party at that time. Expenditure on some 
of the items such as Working Drawings, deputa-
tion of Sovif't Experts and training of Inwan 
technclogists and operators etc., were not 
accounted for in the 1961 estimates. The 1961 
estimates were more in the nature of an attempt 
to forecast broadly the order of magnitude of the 
capital investment based on data which were n~t 
adequate. These estimates had, therefore, to be 
substantially modified when estimates were 
framed later. on availability of further data." 

20. It is observed that even between 1964 and 1965, 
the increase in estimates in the case of Antibiotics Project 
was 6.2 per cent and in the case of the Synthetic Drugs Pro-
ject it was 10: 6 per cent. It was stated that this was largely 
due to the increase in the cost of plant and machinery and 
also due to the increase in the price and quantum of equip-
ment imported and the rise in customs duty. 

21. The Committee cannot appreciate the reason given IDade-· 
by the IDPL that th"! 1961 estimates were based on inade- quat. 
quate data. The estim4tes were prepared by the IDPL data. 
uself and such items like deputation of Soviet Experts and 
training Of Indian technicians in Russia should not have 
been left out. Such unrealistic estimates tend to give a 
distorted picture of the Project and make it difficult: fOf' 
Government to apportion the Plan expenditure particul·'!rly 
when variations in estimates occur to the extent of over 
58 per cent. The Committee regret to note the pre]JGtTation 
of such unrealistic estimates. The Committee would draw 
the attention of the Government to th!ir su.gg.estions in the 
Th~rteen.th Report of the Committee on Management and 
Administration of Public Undertakings (paras. 149-150) .• 
They would add that the source mat.erial for th.e relevant 
data on which estimates are prepared should also be ind£-
cated so toot in CQ • .'re variations occur later. the exact reG-
.cm.s can be pLn.-pointed. 
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22. The Committee were informed that the revised esti-
mates framed in 1964 were sent to the Government for 
approval in July, 1964. In April, 1965 these estimates were 
returned to the rDPL stating that certain expenditure had 
bfen actually incurred and that the IDPL should revise 
the estimates on the basis of the actuals, so that the esti-
mates were more realistic. In September, 1965, Govern-
ment received the revised estimates in respect of the Surgi-
cal Instruments Project, Madras with the request that sanc-
tion be issuEd. The Government, however, decided that 
the estimates should be prepared in an integrated manner 
and not piece-meal. On 17th January, 1966, the rDPL sent 
advance copies of estimates for all the projects together to 
Government before they were actually approved by the 
Board of Dirretors. The Government have not, however, 
so far issued the sanction pending Board's approval to the 
estimates prepared by the company. 

23. There has been considerable delay i1l the preparation 
and sanctioning of estimates. Estimates should be prepared 
in time and sP-nt to G01"grnment for approval before 'the 
expenditure is actually incurred. "Estimates" should be 
understood in its literal sense and ehould not be equated to 
«tunls after the money has been spent. The Government 
should also on their part ensure that there is no avoidable 
delay by the undertakinu or the Ministry in attending to 
them. Delays in prepanng and sanctioning of estimates 
have been noticed in other Undertakings also e.g. the Indian 
Oil Corporation and the Hindustan Steel Limited. The 
Government should lay down clear instructions in this 
regard. 

-149. The Committee understand that a check list of project 
estimates ha's been prepared by Government for guidance of pro-
ject authorities and financial advisers and hns been in vogue 
since 1959. It is sur·prising that in spite of such a check list, the 
project estimates continue to be incomplete and unreaUstic. 

150. The Committee note that the Estimates Committee in their 
reports on H.E.C., H.E.L. and H.S.L. have repeatedly recommended 
that project estimates should be prepll'red as realistically as 
possible and should include total commitment~ before they are 
made available to Government for sanction. . This Committee. also 
in their report on Fertilizer Corporation of India Ltd. and Rour-
kela Steel Plant deprecated revisions of estimates because they 

. vitiate the ba'sic assumptions on which the project was sanctioned 
ih the first Instance. The Committee recommend that project 

,estimates should be pre-pared realisticallv and efforts made to 
adhere to them. The Committee would like to further recommend 
that with a view to uvoidin$' incomplete estimates being prepared 
Governme'nt should immediately conduct a post review of the 
reasons. for under estimates in the past. Ba'sed on the findings of 
such a review suitable instructions should be issued to authorities 
conc~rned with the preparation of project estimates, for their 
guidance. If the review reveals that the existing check list omits 
certain items, the same should be added. 
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24, The Committt?l~ were su.rprised to be informed by 
Government that the work did not actually B1Lffer on 
account of delay in sanctioning the estimates, The sanc-
tioning of estimates is an inviolable part of financial control 
and sanction should ·invariably precede the expenditure 
and not follow it, As for the present case, the Board of 
Directors of the IDPL should finalise the estimates and send 
them to Government for approval if it has not already been 
done, 

C, Cost of production and profitability 

25. As the Soviet Party did not work out the detailed Eatimatel 
cost structure of drugs and surgical instruments, the IDPL of COlt. 
prepared detailed estimates of the cost of production and of 
the e<:onomic profitability of each of the Projects in production. 
1961. The cost and sale value of production estimated In 
1961 has since undergone substantial revision as the table 
given below would indicate:-

At the time of sanc- Rishi- HI,der- Madras Total Remarks 
tioning the Project kesh a ad 

(In crore, of Rupees) 

(i) Cost of production 8'50 7'50 I'I!! 17'15 

(ii) Sale value 28'00 6'50 2'00 38,co .As result of 
8· increase in the 

tabletting pro-
gramme of lOme 

(iii) Gross profit anti- 19'50 '8!! 
of the drugs, 

cipated 
'So 20'95 

RffJ;' d 

(i) Cv3l of production 14'50 8'90 2'00 25'40 

(ii) Sa ue .28'00 . 8'40 2'!!0 38'90 

-- --(ii t) 3ross profit anti-
clpated , , 

13'50 (+)'!!o (+)'50 13'50 

26, It is seen from the above figures that the profitabi. Pro6 bUi 
lity of the three Projects has considerably declined' in fact ta ". 
taken individually the Hyderabad Plant is expec'ted. to 
suffer some loss, 
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27. In a note furnished to the Conunitte~ after t~e evi-
dence the IDPL furnished the following estImates of profit 
and l~ss as per the latest figures:-

Antibiotics Projn:t . 

Synthetic Drugs PlOj(ct 

Surgical Instruments Project 

TOTAL 

Profit I Proltt I 
LollS Loss 

before t2X after tax ._----_._---
(Rs. in crores) 

13 

(-)'6 

'4 

6'5 

(-)-& 

.~ 

28. The Chairman, IDPL, informed the Committee that-
in the case o.f Synthetic Drugs Project. Hyderabad. the 
company would attempt to improve its profitability over 
a period of time by improving i~ technology, ~a;ger ~egree 
of formulations and by introducmg some addItIOnal Items. 
The Secretary of the Ministry of Petroleum & Chemicals, 
in his evidence before the Committee, was more optimis-
tic over the working result o.f the Hyderabad Project. He 
stated that it was likely to earn a profit of Rs. 57 lakhs 
per annum. Thus, conflicting opinio.ns on the pro.fitability 
of the Pro.ject are being held by the company and the 
Government. This matter requiTes looking mto. The 
Committee hope that estimates of p7'ofitability will be 
worked out soon. At any rate, the working of this factory 
should be carefully watched and it shoul,d be ensured that 
all possible measures are taJoen so that losses do not. occur. 

29. Regarding the rise in the cost of production, the 
Committee were informed that the estimates in 1961 were 
prepared on very inadequate data. The capital investment 
estimated in 1961 had considerably increased and this ac-
counted for larger provision for depreciation etc. in the 
cost of productio.n. Materials, wages, factory services and 
overheads had also. increased over ~he 1961 figures. 

30. In a written note fUrnished to. the Committee. after 
the evidence the InPL informed the Co.mmittee as under:-

"Subsequent to the receipt of the Project Reports, an 
attempt was made to obtain some data on the 
subject from the Soviet Party but it is apparent 
that the data and the practices as could be fur-
nished by the Soviet Party, for working out esti-
mates of Capital Investment and estimates of cost 
of production were not either sufficient or con-
forming to the practices in our Co.untry. There 
was, therefore. an inherent difficulty in working 
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out accurate estimates of Capital Investment on 
plants or cost of production in 1961 even before 
the eontracts for supply of equipment and techni-
cal services to be rendered by the Soviet Party 
had been entered into. In the circumstances, it 
was inevitable that a number of averages and 
assumptions had to be made in working out the 
estimates at that time. The estimates worked 
out on this basis could only throw up dimensional 
figures and broad trends of profitability rather 
than accurate costs. The broad trend indicated 
bv the 1961 estimates was that the Antibiotics 
Piant and the Surgical Instruments Plant would 
~ profitable propositions. Despite considerable 
variation in estimates since then, this broad fore-
cast has not basically altered though the amount 
of profit forecast in 1961 has undergone reduction. 
Indeed. the forecast in 1961 was not intended to 
be an accura1;P barometer of the precise amount 
of profit yield". 

31. Asked if the present estimates of cost of production Realistic 
were realistic, the Committee were informed that these estimates 
were based on very close approximation. but as these were 
~ot based on the actual performance of the plant, if the 
assumptions made about. production efficiency and material 
consumption varied, the same are bound to reflect in the 
actual cost of production. 

32. The Committee are not convinced by the reasons 
advanced for such disparity in tnt;! estimated cost of produc-
tion in 1961 and the latest estimates paTticulm·Zy in the 
case of Rishikesh Plant, where it had risen by mOTe than 
70 per cent. The estimates of cost of llroduction were stated 
to have been prepaTed in 1961 with a view to help the Gov-
ernment to take a basic decision about the desirability of 
setting up the Plants. Such figures should be re!llistic and 
n9t based on inadeauate, insufficient and incorrect data. 
The fact that the Rishikesh plant would still leave a maTgin 
of profit, is no justification for deflecting from this principle. 

33. The above is one reason why it is necessary to have InclU8i~.Q 
the capital investment and the cost of productiOn whfch of cbib 
are integrally linked, included in the Detailed Project in D.P.K. 
Report prepared by the foreign collaborator. All the . 
assumptions of production, material consumption etc. could 
be provided only by the collaborator and not by persons 
who have no knowledge of the working of the plant. 

34. The Committee understand from the company that 
the rise in the cost of production has not so far been adver-
sely commented upon by the Government. Durina;r evi-
dence the Secretary. Ministry of Petroleum and Chemi-
cals informed the Committee that before Government 
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had allowed the company to sign the contract with 
Ws. M. S. Technoexport in 1962, they had satisfied theIl!-
selves that each project would be a profitable propoSl-
tion. The Government had not since then received the 
revised estimates after due approval by the Board o~ 
Directors of the company. When such estimates are re-
ceived the Government would examine why the cost of 
production had increased and how the financial position 
of the plant could be improved. 

35. The Government should have kept a closer watch 
over the rise in estimated cost of production. The com-
pany should ha7)e also specifically brought this fact to the 
'OOtice of !the Govoernment. The Committee recommend 
that Government should lay down a procedure whereby 
the undertak1n!Js keep Government informed of substan-
tial increases of this nature. 

36. In this connection, the Committee enquired of the 
IDPL if the cost of production had been compared with 
the costs obtaining in other factories and were informed 
that no such comparison had been made. The Company 
should try and obtain figures of costs of production in 
Russia -and other foreign countries and also that of Indian. 
manufacturers and compare them with their own. Such 
comparison would enable the Company to know how the 
cost of production stands vis-a-vis others and enable them 
to reduc,~ them where the comparison is unfourabT..e. 

D. Pricing 

37. In regard to the pricing, the IDPL intends to follow 
different patterns for drugs and surgical instruments. In 
regard to drugs it was proposed to enter the market on 
the prevalent market rates. As it gains experience and 
improves its technology, it might be possible to decrease 
the prices of the drugs, but it was not intended to start 
all a low level of prices and raise them in case the costs 
of production were high. It was on the basis of this policy 
that the existine: market r: tes were taken as the basis on 
which the drugs would be sold. 

38. The prices at which drugs are sold in the market at 
present are exorbitant. The Soviet Experts who had exa-
mined the possj·bilities of setting up this industry in 1956 
and 1958 had commented very adversely in regard to the 
drug prices prevailing in India. For example, in 1958, 
streptomycin was sold at twice the cost. The more signi-
ficant example was that of Dlamox (Acetazolamide) 
which was sold at eight times the actual cost. The team 
of Soviet Experts who visited India in 1958 calculated that 
based on the then prevailing prices of imported drugs and 
allowing a profit of 10 per cent thereon the cost of the 
Antibiotics Plant would be recovernd in f~ur years, that of 
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the Synthetic Drugs Plant in fourteen years and Surgical 
Instruments Plant in ten years. They further observed as 
follows:-

"It should be taken into account that import prices 
of raw materials and other materials were taken 
as a basis for our calculations. When the pro-
duction of indigenous chemicals and interme-
diates are undertaken, better conditions for the 
further reduction of prices of drugs will be 
provided in India. 

Besides this, the specific value of separate items of 
expenditures fDr prDduction of drugs was based 
on the existing cost in Indian enterprises. New 
enterprises will be much bigger and this will 
prDvide the reductiDn of some ex-factory and 
productiDn expenditures. per unit weight of 
product." 

39. The- American Senate Committee in their Report 
(1961) regarding prices 'Of some of the Indian drugs, stated 
as foIlows:-

"The prices in India fDr the broad-spectrum antIbio-
tics, Aureomycyin, Achromycin, are among the 
highest in the world. As a matter of fact, in 
drugs generally, India ranks amDng the highest 
priced natiDns of the world-a case of an inverse 
relationship between per capita incDme and the 
level of drug prices!' 

40. It is quite clear from the above two reports that the N80NIltJ 
prevailing prices 'Of drugs in India are very high. In ccr- to red-. 
tain cases they have been artificially increased by monD- pn... 
poly manuI-acturers, to the prevalent market prices which 
are arbitrarily fixed depending upon the gap between nmI-
ability and demand. In accordance with the aim.! of • 
welfare State all the modern life-saving drug! Ifhauld be 
made available at cheap prices within the reach 01 ordinary 
people. It should. therefare. be one of the objectives Of 
the IDPL to bring tn.'!se medicines to the public at reason-
able nrices. This being so, it would not be justiftable for 
the 'DPL to continue to base its prices on the existing 
market rates. Due to lack of experience th'!Te might be 
some justificatWn for the Company to base its 'PTiC.2S on the 
existing market rates in the beginning but it shauld, within 
a year or so of commencement of production, take steps to _ 
reduce selling prices to a reasonabLe level. 

41. In regard to the anti),;otics produced at Rishfkesh Pooled 
the Committee were infonned that being a much bigg~ price 
factory than the Hindustan Antibiotics Ltd. at Pimpri, it for antl-
should be possible for it to keep the cost of production at hfotlea. 
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a level 50% lower than that at Pimpri. However, the sale 
price in the initiai stages would 'be the market price. The 
Committee suggest that th.~e should be a pooled price 
between the Pimpri and Rishikesh factories and the prices 
of the antibiotics should be reduced. This would not pre-
sent any diffic'u.lty if the two factories are under a common 
Management, as suggested later (para 69). 

42. The Committee were also informed that considerable 
changes in production technology in the manufacture of 
antibiotics were takin~ place in foreign countries. The 
Rishikesh and Pimpri Plan.ts, by keening abreast of these 
changes and introducing th.em in their factories, should be 
abLg to bring down the cost of production of antibiotics and 
make them ava.ilable to the public at cheaper rates. 

43. In regard to the surgical instruments, it was stated 
that the sale price would be what the market would bear. 
Unlike the drugs, the price of the instruments did not affect 
the public directly. The Committee were informed that 
the price of most of the imported instruments sold in India 
was fairly high. As in tho! case of drugs, it should be the 
aim of the Manageme71~t to see that these surgical instru-
ments are made aVGiJahle to surgeons and hospitals 'a' 
reasonable prices. The pricing should be based on a cost 
plus basis and every effort should be made to keep the 
costs down. 

E. Marketing 
44. In regard to the marketing of drugs and surgical 

instruments, the Committee were informed in November 
1965 as under:-

RrSHIKESH PROJECT 

Economic studies of the market had been entrusted to 
the National Council of Applied Economic Research and 
the programme of manufacture at the Plant would require 
to be tailored in the light of assessed marketability of the 
products. 

SYNTHETIC DRUGS PROJECT 

The Undertaking has entrusted the work of mar}tet 
survey to the National Council of Applied Economic Re-
search. 

SURGICAL INSTRUMENTS PROJECT 
The details. of the marketing organization were under 

finalization. In the meanwhile preliminary steps had been 
undertaken to make available the production for the first 
few months to the bulk buyers through the Central Govern-
ment and State Government Health Departments. 
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45. The Company has not, so far, taken a tinal decision 
regarding the marketing of its products. In fact, in the case 
.of Rishikesh and Hyderabad projects, the Company· was 
still at the stage of a market survey. Marketing is a very 
important matter and as the factori~B will be going into fun 
production shortl?;l. it is necessary that the Company formu-
late the policy in regard to the marketing of its products 
4t a very earLy date. 

46. During evidence the Chairman, IDPL informed the Agents. 
Committee that SO far as Rishikesh and Hyderabad Plants 
were concerned, a broad decision has been taken that the 
Company would not enter the retail market. The intention 
was to sell directly to bulk buyers including Government 
and semi-government Departments and what was left over, 
would be sold through recognised well-established whole-
.sellers, as was being ~one by the. Hindustan .Antibiotics L~. 
at the moment. Wh,,~e welcommg the deC'/.Sion to sen tn 
bulk to buyers directly, the Committee would recommend 
that the IDPL should appoint its own agents instead of sel-
ling through the emting whole-sellers only. 

1 

47. AU Government Hospitals shouLd obtain their pur- Direct 
:chases of drugs and medicines directly from Govern- Govern. 
ment-owned factories instead of through private selling ment 
age1/.ts. This would keep the prices down at which ihe hos- purchases. 
pitaZs wo'tud receive their supplies and also prevent adul-
teration of medicines at an intermediate level. 

F. Research and Development 
48. The Committee were informed that research labora-

tories will be provided at the Rishikesh and Hyderabad 
Plants. A Design and Development Unit has also been set 
up in the Surgical I~truments Project, Madras. It was 
stated that constant liai,son will be maintained with the 
Central Drug Rese~rch Institute, LuckllOW, while imple-
menting the research programme in the laboratories. The 
Directors of the Central Drug Research Institute and the 
National Chemical Laboratories were Directors of the Com-
pany. 

49. The Soviet team of Experts who visited the country Recommea-
in 1965 had laid special stress on the necessity to have a dation~ 
proper research organisation in the country in order to ~f SOVIet 
-successfully achieve the programme of creating indigen- xpcrts. 
()US production of essential drugs and vitamins. Their 
recommendations were as follows:-

.. (1) To set up a special institute to carry out investi-
gations on medicinal plants on the basis of the 
!>rug Research Institute in Kashmir under Col. 
Chopra, a well-known Indian scientist on medici-
nal plants. Such an institute is needed for more 
detailed investigation. and, utilisation of the rich 
natural resources of medicinal plants of Indian 
flora. 
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This recommendation is based on the experience of 
successful work that is being carried out by the 
Union Research Institute of Medicinal Plants 
and Essential Oils in the USSR. 

(2) It is reasonable to orient the work of the Central 
Drug Research Laboratory in Lucknow to con-
centrate mainly on synthetic drugs by creating 
an experimental laboratory and a pilot plant 
within this Institute to deal with technological 
problems. 

(3) Taking into account the great role played by 
antibiotics in modem medicine, it would be 
useful to set up a special research institute for 
antibiotics. prior to the creation of this insti-
tute, it is advisable to enlarge the investigations 
into methods of production of new antibiotics 
and technology of production of those already 
produced at the research laboratory of 'Hindus-
tan Antibiotics Ltd.', Pimpri. With this aim in 
view, the laboratory should be manned with suit-
able scientific workers and experimental plant 
(Pilot Plant) should be constructed. 

(4) A special laboratory should be set up at ~he 
HatIkine Institute, Bombay, for working out 
problems connected with the production of 
glandular preparations. This laboratory would 
enable also the starting of production of ACTH 
within this laboratory. 

(5) Under the Ministry of Health, Government of 
India, an institute of vitaminology should be set 
up for investigating into the probl~'ms of 
metnods of use of vitamins and physiological 
activities of the vitamins. A special institute 
under the Ministry of Commerce and Indus'ry, 
Government of India, should be set up for carry-
ing on researches in working out new meth ~ds 
of production of synthetic vitam inc;, 'vitamins 
from natural raw materials and modifying tech-
nolOgical processes of their production. 

In addition, the fonowin~ investigations connected 
with the work of planning and organising the 
prodUction of the most essential drugs and vita-
mins in the country should be carried out:-

(a) Investigations into the content of the WAstes 
of the coke ovens to determin~ more precisely 
the content and the possiblUtie!'l of recovC'ring 
pyridine, IZamapicoline and bf'tapicoli"e. This 
work shoulrl be entrusted to the Fuel RE'search 
Institute, Dhanbad. 

(b) Invp.sti~ations into the possibilities of pr'1duc-
ing lact'lse from th!:' w"l!:tes of ('hirv fnrmc; or 
from other sources. This work ~hould be en-
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trusted to the Central Food Technological 
Research Institute, Mysore. 

(c) Working out methods of production. lJf dioage-
nine from dioscorea and also methods of pro-
duction of synthetic hormones from diosge.-
nine. This work should be l!ntrusted to the 
School of Tropical Medicine, Calcutta. ___ .It 
would be useful to carryon these investiga-
tions in collaboration with the Soviet Re-
search and Pharmaceutical Institute (Moscow) 
which possesses considerable experience in 
this field. 

As desired by many Indian· scientists and in the 
interest of development of science, it would 
be advisable to establish closer contact and 
exchange of experience between Research 
Pharmaceutical Institutes of the Republic of 
India and the USSR. 

50. It has not been possible fOT the Committee to en- Need 
quire in detail about the progress of research in each tfor 
Of the above lines, but from the information placed before proper 
them, they gathered that sujJicient stress on research facili- researeh. 
ties has not been given by the Government of India and the 
Company. As correctly pointed out by the Russian Expert" 
it is necessary to conduct fundamental research in case the 
country is to produce drugs based on vegetable and animal 
raw material available in this country. A proper scheme 
for research should be planned afte-r consulting all tl&e 
known authorities on the subject in the country. The labo-
ratories at.tached to the RishikeBh and Ilyderabad Plant. 
should also be manned by competent and Benior scientists 
who should try to evolve drugs and antibiotics based on 
vegetable and animal raw materials of Indian origin. The 
country possesses a great tradition in the field of Ayurveda 
which has specialised in the use of medicinal plants for (.'Ura-
tive purposes. It might be profitable to do research on these 
plants and synthesise their properties into drugs and medi. 
cines. Unless raw materials of Indian ori,gin aH~ used our 
dependence on foreign manufacturers wiiz not cease.' 

51. In this connection, the Committee would like to draw Pilot 
attention to the· follOWing portions of the Report of the PlaDta. 
Indian Pharmaceutical Delegation, 1964:-

"Considerable importance is attached to the pilot plant 
studies in almost all factOries visited in Europe, 
U.K. and U.S.A. and every factory has a pilot 
plant to suit its individual requirements. 

Proeesses developed in research laboratories are 
based on reaction carried out in laboratory 
apparatus USing only very small quantities of 
materials, and therefore, considerable further 
work is required before the processes can be 
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used for large-scale commercial production. This 
work is usually carried out in a pilot plant hav-
ing small capacity equipment of more or less 
the same designs and materials of construction 
as normally U3eCi in large-scale chemicals plants. 
The laboratory work is scaled up here several 
times and though the quantities handled are still 
not very large, the opera tions can give reason-
ably accurate idea of the possibilities and pro-
blems that the process may show on the larger 
commercial scale production. 

A pilot plant helps in rapid evaluation and assess-
ment, both technical as well as economical, of 
ideas and proposals emanating from the manu-
facturer's own research laboratories or those ob-
tained from external sources such as other 
research institutes or from scientific literature. 
A special advantage of a pilot plant is that such 
evaluation concerning an improvement cr modi-
fication of an existing pr.ocess can be carried out 
without any interference with the normal pro-
duction activity. 

Experimental work on a pilot plant helps in deter-
mining the feasibility of adopting a laboratory 
process on plant scale. Occasionally it becomes 
necessary to modify the original process to suit 
the available materials and equipment and some-
times special equipment has to be designed to 
suit a particular step in the process. Require-
ment of ene~gies and services such as power, 
steam, water, refrigeration, vacwum, etc., can 
also be estimated on the basis of poUt plant 
studies. 

In case of pilot plants for synthetic drugs two gene-
ral types are in use. In one type, the plant is 
designed for the study of a specific product, 
and the installation is of a temporary nature. 
It is dismantled after ~he study is over and 
eqUipment becomes available for any new set-
up that may be required. In other type, the 
plant is installed more or less as a fixed set-up 
but the eqUipment and the general design and 
arrangement are so versatile that the same plant 
is useful for studies of a variety of processes 
and products. Pilot Plant equipment for high 
pressure work is invariably installed in separate 
specially designed rooms. These areas are gene-
rally so constructed as to be minimum d hazard 
to the personnel and the rest of the plant and 
are usually provided with automatic fire-fighting 
devices." 

52. Th.e principles en.unciated above will no doubt be 
adopted in the laboratories attached to the Plants. 
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53. In regard to the Antibiotics Plant at Rishikesh, the Anti.. 
Company informed the Committee that like any other biotic •. 
branch of modern medicine, antibiotics was also a highly 
research oriented field. The economics of the present pro-
duction and the discovery of new ones would depend on 
further research to be done at the Plant. The Committee 
recommend that the research work at the laboratories of the 
Hindustan Antibiotics, PimpTi, the Central Drug Research 
Institute, Lucknow and the Rishikesh PLant should be pro-
perly co-ordinated. The work should be done under the 
~;upervision and guidance of one authority who should 
direct the variom research p1'ojects, both of fU1idamental 
and applied nature. 

54. New and better antibiotic drugs are being produced 
through advancement of technology. It is necessary to keep 
abreast of the latest developments in the field so that this 
country can catch up with the developments taking place 
elsewhere. It is here that the laboratory and the pilot plant 
at the Rishikesh Project can play a vital role. 

55. In regard to the research in the manufacture of Synthetic 
synthetic drugs, the Committee understand that usually re- Drugs. 
search work is directed along two broad channels- (i) pro-
grE$Sive economy in production of existing pro~ucts i.e., by 
improved methods of manufacture, by tbe discovery of 
more economical basic materials or discovery cf newer and 
shorter methods of synthesis; and (ii) research on new 
drugs. The H yderabad PI~nt shoul.cl see that its ~aborlltory 
gives due importance to these two aspects of ,the research 
work. Being the Plant with the largest product mix, it if 
necessary that its research work should also be more broad-
based and extensive. The Plant shou.ld also maintain co-
ordination with the Fuel Research Institute, Dhanbad, the 
Central Food Technological Research Institute, Mysore and 
the School of Tropical Medicine, Calcutta, as also the Re-
search Institute in foreign countries. 

56. In regard to the research work being carried out in Surgical 
the Surgical Instruments Plant, Madras, the Committee inltru-
were informed th3t it was envisaged to serve four pur- menu. 
poses: I 

(i) evolution of new design of instruments; (ii) modifi-
cations of existing designs; (iii) liaison with the medical 
profession; and (iv) projection of the requirements of the 
country. 

57. As the research work is more of an applied nature, Equip-
adequate equipment necessary for tM purpose should be ment. 
provided. It would also be useful for the Design and Deve-
lopment Unit of the Plant to obtain suggestions for modi-
jicatio:ns of instruments from the surgeons who actually use 
such mstru~ts. If this liaison with eminent B"drgeons is 
p1'operly carried out, very use.ful results in this field can be 
achieved. ' 
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G. Management 
58. The Company is under the Ministry of Petroleum 

and Chemicals. As the products manufactured by the 
three factories is the concern of the Ministry of Health, the 
Committee enquired why the Company should not be 
under the Ministry of Health. The Chairman of the Com-
pany stated during evidence that it did not matter much 
under whom the Company functioned so long as that 
Ministry was responsible for the development of drugs 
and phannaceuticals in the country. At present,. this s~b­
ject was dealt with by the Petroleum and Chenucals Min-
istry. The Committee feel it would be appropriate JOT 
Ministry of Health to be in charge of the IDPL projects, 
because they had to plan the entire health programme of 
the country including the requirements and supply oj 
drugs and surgical instruments. The Ministry of Petro-
leum and Chemicals has at present, necessarily to consult 
the Ministry of Health at each stage in regard to the deve-
lopment of the industT'!./ in the p1Lbli~ sector. By placing 
the IDPL under the Ministry of Health, the consultatioM 
would be direct instead of through an intermediary. 

59. As both the Hindustan Antibiotics factory and the 
Rishikesh factory produce antibiotics, the Committee en-
quired whether it would be desirable to place them under 
one management with a view to effect proper coordination 
in the matter of production, sales and research. The 
Committee were informed that the Hindustan Antibiotics 
worked with American collaboration while the Rishikesh 
Plant was set up with Russian collaboration. The seed 
materials for the manufacture of antibiotics were obtained 
from these two countries respectively and under the agree-
ment with the RUSSians, the Company was bound to a cer-
tain amount of secrecy in relation to the Pimpri factory. 
An amalgamation of the two units would create difficulties 
in this regard. The Chairman of the IDPL however, admit-
ted during evidence that there would be considerable ad-
vantages 1n bringing the two factories under one manage-
ment. 

60. There is no doubt that by having a common manage-
ment, a common Research and Development Unit and a 
commOn Sales Organi.9ation, considerable economy can be 
effected. The diffiCUlty about maintaining lrecrecy of pro-
duction methods does not appear to be unsurmountable. 
It will perhaps have to be observed '0 long cu foreigft 
experts are there. Once they are gone the Management 
of the factories in the public sector could be combined. 

61. The Committee were informed that the Head-
quarters of the Company was located at New Delhi because 
the office of the Soviet collaborator, MIs. Technoexport, 
the Technical Consultancy Bureau of the NIDC, the Direc-
torate General of Supplies & Disposals, the Directorate 
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General of Technical Development and the Drug Control-
ler were in Delhi and it would facilitate consultations 
with them if the Headquarters remained in New Delhi. 
'l'he Committee agree that this consideration is vital duf'-
ing the formative stage of the Company. Once the f~c­
tories have been established, there would be no occaSLOn 
for any large-scale con.mltation with the authorities men-
tioned above. ThereafteT the HeadquarteTs of the Com-
pany should be shifted to Hyderabad which apart from 
being centTal, would at least be neaTeT to two plants. 

H. Personnel 

62. The estimated requirements of staff included in the PerlODMJ 
Detailed Project Report were as under: - ::~ 

Rishikesh Project 
Hyderabad Project 
Madras Proj ect 

E$tlmates of peTsonnel 

2178 
2200 

986 

63. The Committee were informed that the Detailed 
Project Reports did not, however, contain the rationale for 
the requirements which in the absence of such data, have 
been presumed by the Company to have been based on 
Soviet conditions. It is also stated that several Depart-
ments like Sales, Purchase, Costing, Internal Auditing, 
Watch & WIard, Township Edministration, etc., have not 
been included in the estimates. The Company had, there-
fore, entrusted the work of deciding the personnel require-
ments of (!ach factory to a Committee of the Board of 
Directors. That Committee had, however. not reported so 
far and the Chainnan, IDPL admitted during evidence 
that there had been considerable delay in finalising these 
matters. 

64. Th~; matter shoul.d have been finalised earlier and 
the work-load of vari0u8 categories of staff ji:eed with a 
view to determine the exaot number of peTBona required in 
vaTious sec:tions of the factories. To arrive at theBe nOTm.B 
of work-loads, due con&UZtation should h.a.v.e taken place 
with the Soviet authorities. AfteT having ji:eed the per· 
sonnel Tequ.irements. efforts shcru.ld have begn made to re-
cruit the \~eCe88ary staff and commenc,! theiT tTclining BO 
that they may be in position by the tim" the factories were 
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commissioned. The Directors Bhould~mmediately finaZise 
the personnel requirements of the factories. Once the deci-
siOn has been taJogn in regard to the number of staff to be 
employed in each category in each factory, that figure 
should be adhered to. Surplus staff exists in many factories 
in tM Public: Sector and the IDPL should curb such a ten-
dency in their own factone,. 

65. The Comm:ttee note that the number of deputation-
ists with the Company as on 31.8.1965 was as follows:-

Head Office 23 
Rishikesh Project 70 
Hyderabad Project 94 
Madras Project 62 

TOTAL 249 

66. It was statE'd that such large number of people were 
on deputation because in the beginning, the C'.Jmpany had 
to borrow experienced people to get the work gJing. Since 
the factories have almost started production, the deputation-
ists should now be given an option to remain with the Com-
pany or -return to their parent offices. It would not be 
deBirable to keep large number of deputationists, especially 
On non-technical posts w.lli;ch apart from being more' ex-
pensive, is not conducive to efficiency, as the deputationists 
keep looking to their parent offices for betterment of thei-r 
p-rospects. 

67. The Committee noticed in this connection that a 
number of junior staff like peons, drivers, typists, Junior 
Assistants etc. were on deputation. While it might be 
necessary to get experienced staff for a new project, it 
does not appear justifiable to get peons, drivers and typists 
on deputation, as th.'!1i are avai1able in the market. 

1. Ancillary industries 
68. There are two types of ancillary irtdustries to be set 

up near the Plants: (i) pre-production type, like those 
producing components, raw materials, etc., and (ii) the 
post-production type, mainly packing mater1als. So far as 
the Rishikesh Plant is concerned the Committee were in-
formed that in August 1965, suitable entrepreneurs desiring 
to set up the manufacture of the following requirements 
were selected:--

(8) Wooden packing cases; 
(b) Corrugated card board boxes; 
(c) Rubber stopper; and 
(d) Polythene packing materials. 
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6,9. So far as the Hyderabad Plant is concerned, as a 
result of the jo;nt efforts made by the Company and the 
State Government of Andhra Pradesh, out of seventeen 
raw materials proposed to be prepared in the ancillary 
industries, know-how in respect of only five items had 
been worked out and licences had been issued in respect 
of manufacture of a few other items. 

70. Much progress does not alppe-ar to have been made 
~7t the setting up r;>f ancillary industries both at Ruhikah 
~ w~ll as Hyderabad. Whereas t1M plants would lOOn go 
into production, the ancillary industries are yet at the stage 
Of 'licences'. Further, in the case of Rishikesh project the 
ancillary industries so far licensed are only of ,the post--pro-
duct ion type. The Company should immediately take up 
the matter of setting up of the industries expeditiously with 
the respective State Governments. In case private enter-
prise is not forthcoming, tne. Company should enter into 
firm contracts with outside supplier.s to enSUTe that the 
production programmes doe.'! not suffer becaus.l! of the delay 
in establ~h.ing ancillary industries. 

J. Spares 

71. The Committee were informed thai the contract with 
the Soviet Party provided for the supply of spare parts 
necE'Ssary for the operation of the plants for one year and 
that the spares were to be supplied along with equipment. 
Similar arrangement had been made for the equipment 
purchased from the East Europt'en countries. In regard to 
the supply of spares for subsequent years the position was 
stated to be under examination. 

72. The Committee feel that dependence on foreign 
manufacturers for the supply of spare parts is extremely 
unsatisfactO'1'y specinlly as the production t.?chnology is 
constantly changing, thereby resulting in changes in the 
equipment. The Company should persuade the Soviet Party 
and the other East Eureypean 8Uppli.~S to give th.l! drawings 
of all the spare parts of the equipment so that they could 
be fabricated in the country. . 

73. In this connection the Committee observe that the Repair 
Soviet Experts in their Report (1956) had suggested that mechani-

rE'pair mechanical shops should be established in the plants. cal abopl. 
To quote the report: 

"Repair mechanical shops should be built at the 
pharmaceutical plant and the intermediates 
plant. These shops should be equipped with 
lathes and welding apparatus which will not only 
carry out repairs but also produce certain tvpes 
of small size chemical eqUipment. If these 



shops are built prior to the construction of the 
plants, they will meet partly the requirements 
of simple equipment needed for the construction 
of the plants. The repair mechanical shops must 
have special anti-corrosive departments where 
apparatuses will be repaired and coated with 
corrosion resisting materials." 

74. Th.'! progress m.ade in setting up of these shop' ia 
not satisfactory. Whereas these shops shouLd 1ulve been $et 
up befo;'c the construc.tion of the plant, they are going to 
be set up now. These mechanical shops could b~ equipped 
to manufacture spare parts also. 
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ANTIBIOTICS PROJECT, RISHtKESH 
75. '!be Antibiotics Project, RiBhikesh is estimated to Pr04 .. 

cost as 23' 31 crores including Rs. 3'16 crores for town- .a. 
'ehip. The plant is ~pected to commence trial production 
In middle a! 1966. The product-mix and the annual rated 
atpacity of the Plant are as follows:-

1. Potassium Salt of Penicillin 
which will be completely 
converted into: 
Sodium Salt 
Procaine Salt 

2. Streptomycin Sulphate 
3. DihydrOlltreptomycin Sulphate 
4. Chlorotetraeycline 
5. Oxytetracycline base 
6. Tetracycline base '\. 
7. Tetracycline hydrochloride J 
8. Nistatin 

CApacity (Tonner) 

15 
30 
55 

'0 
15 
'70 
25 

P 
10 

76. Production would belin with penicillin and the 
other drugs would follow .. It was IiItated that i~ wo~d 
take about three years to reach the full capacity after the 
plant started production. 

A. Raw Materials 
77. Eighty-five diflerent raw materials are reqUired for I~ •. 

production of eight antibiotics, the principal otles being 
com steep liquor, SOyabean ftoor, maize starch, glucose, 
aoda ash and ammonium nitrate. Out of those eighty-five 
items, fifty-three are said to be available in the country 
and the thirty-two items have to be imported tor the time 
being. These imports would coat RI. 40 lakhs per annum. 
The list of these items i, given in Appendix I. 

78. The Committee were infonned that the suppliers IndIaa 
of raw materials available in India had been located as a Supplier .. 
result of country-wide SUf'\rey. Tn regard to the materials 
.hich have to be imported, the Soviet Party had agreed to 
tnlpply such items as are available in that country. The 
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Soviet Party had also been persuade?- to mee~ a percentage 
of requirements even in respect of ltems which the US~R 
itself imported from other c:ountries. In the m~anwhi1e. 
enquiries were stated to be m progress for locatmg alter-
native sources of supplies of raw materials, which had to 
be imported. Experiments were also beinjit undertaken 
at the Pilot Plant which started functioning in October, 
1965 to explore the possibilities of import substitution. 

79. It was stated in regard to soya bean, an important 
raw material which is required in substantial quantities 
that certain Isamples grown in the Kangra valley and Dehra 
Dun had been sent to Soviet Russia for analysis with a 
view to find out their suitability. This is a matter which 
should have been taken up three or four years ago. 
If the local variety was unsuitable, the right variety 
cou.ld have been introduced from abroad. This would 
have ensured that by the time factory went into pro-
duction all the soyabeen required would be available 
in the country. Similarly, it wou.ld have been possibLe to 
obta.in items like potato starch, lact~e etc. from indig.~notL$ 
,ources. Steps should be taken immediately to investigate 
the possibilities of producing in th.e country aU the thirty-
two raw materialZs which have now to be imported. 

80. The possibility of using tapioca which is pre-emi-
nently 8taTeh, as a raw mateTial ~n the preparation of 
antibiotics should be examined. This is a field which i.f 
probably untapped 80 far and if research could be conduct-
ed 8'UCcessfuZly for its utilisation, it '.oiZl be beneficial to 
the PlaIn.t beca.use tapioca is grown in abundance in 'the 
count1'1/. 

B. Product-mix 

81. A non-official memorandum submitted to the Com-
mittee had stated as follows regarding the product-mix of 
the factory:-

"(i) Chlorotetracycline: Ever since the Tetracycline 
was invented in 1956. ChlorotetracycIine is 
needed very scarcely as a broad spectrum anti-
biotic~ \ 

(ii) Tetracycline: Since 1963 when Dimethylchloro-
tetracycline (D.M.C.T.) products came into the 
market, the demand for Tetracycline products 
has been declining because D.M.C.T. is more 
advantageous and less costly than Tetracycline. 

(iii) Oxytetracycline: Mis. Chase Pfizer, the patent 
Aolders have a licence for manufacture of five 
tonnes of this products in India. This drug is 
similar to Tetracycline in its usage and the 
remarks in regard to tetracycline apply here. 
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(iv) n.M.C.T.: -As this is the most modern and 

most needed drug, manufacture of D. M. C. T. 
should be given .greater importance." 

82. The question of the declining demand for chloro-
tetracycline was considered by a Committee set up by the 

\ ,Company in 1963. It was then felt that chlorotetracycline 
, , ' may not require to be menufactured in quantities pro-

vided for in the Detailed Project Report. The question 
was thereafter discussed with the Soviet Party, but they 
were opposed to any change in the manufacturing 
programme included in the Detailed Project Report on the 

. ground that it would delay the commissioning of the Plant. 

83. It was also stated that chlorotetracycline would be 
converted into tetracycline by a process of dechlorination 
already in industrial use. So far as D. M. C. T. is concern-
ed, assuming that D.M.C.T. replaced tetracycline to an 
appreciable extent it was possible to switch production 
from one product to another. The fermentation process 
being common to all antibiotics, it was only the subsequent 
recovery and purification process which varied. 

84. The Committee are not too sure if the problem is Q.I 
simple as it is made out to be. It may not be advisable for 
the compa1'l4Y at this stage to change the product-mix 
because that might delay the commissioning of the project. 
But it is necessary to review the quantities to be produced 
under each item in the light of the survey at present being 
conducted. As soon as the result of the survey is known 
the change in product mix should be carried out without 
delay. 

C. Construction 

...... 

85. The Committee understand that the designing of all Deliilft 
factory buildings, except for the administrative block. by 
welfare and canteen blocks, research laboratory, the pilot Indian 
plant and the animal house, was entrusted to the Soviet Enlineer •. 
Party. The Chairman, I.D.P.L., informed the Committee 
during evidence that a Committee of Technical Experts had 
gone into the question of factory buildings and they had 
categorised the buildings into three categories: (i) those 
outside the precincts of the plant to be designed and 
executed by the Indian engineers; (ii) those within the 
precincts of the plant to be designed and executed by the 
Indian engineers; and (iii) those designed by the Soviet 
Experts but to be executed by the Indian engineers. It was 
felt necessary to entrust the designing of the last category 
'of the building to the RUSSian Engineers because, firstly 
the IDPL had no factory organisation of its own for that 
work nor could one be built for a period of 2 Or 3 years 
and. secondly the designing of the first two categories of 
WOi'ks was already a heavy work-the Technical 
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Consultancy Bureau of. the NIDC having agreed to under-
take responaihility far o~ a fraction of the first two cate-
gories. During their viSlt to the plant. the Committee 
were also informed that it was entrusted to the Russians 
because equipment, i.e., plant and rnaebmery was to 1M 
suppUed by them. 

86. The desigmng of all the buildings .hould have been. 
entrusted to the Indian Engineers. The Indian Engineer. 
have designed factory buildings of a much more compli; 
cated nature in the pt,loblic sector and this W01"k in the Anti-
biotics projsc,t could have been 1Lt'I.d.ertakeR. by them. The 
Committee would draw the attention of the company to. 
their recommendation· (para 118 of the 8th Report ott. 
Township and Factory Buildings). 

87. It was seen that in the case of the following .ilt 
major works of the Rishikesh Project, amounting t. as. 15' 4a lakha, the works were left undone by the eontrac-
tors:-

Name of work 

Manufacturina and lupply of 25 lalth. lit class bricks at 
Project site . . . . . . . 

Muwfact1l1'm, and Iqpply of 25 IakhR lit clat. bricks at 
Project sitt . 

Field Hostel Railing fixing of kicking plates, etc. 

Administration Bluck . 

Supply fabrication and erection of steel trestles 

Amount of COft-
tract 

1,21,200' 00 

1,2I,200'OQ 

8,290·CO 

88. In some cues it wall stated that the contractors had 
to be changed due to slow progress and in the other. 
becaule the quality of work was not found satisfactory. 
Whenever they found that the contractor was not working 
well, his contract was terminated and the work got done 
br another agency at hi, expeD8e. If only the right typee 
o contract01'l had been choaen. in the ji.rst instance thi, 
difficulty would not have 4Nen. 

-U8. It is obviously not necessary to l8e~ auiltapce of fore. 
collaborators for plans and designs for bui~dines which could be 
Pl'epared. by the Indian Engineers. The Conunittee recommend. 
that Government should issue instrUction. to the public under-
takings to avoid recurrence of lueh CUtIII. In ttiiI 00DIlec:tia 
paragraph 127 ot the Report mar allO be ... n. 



IV 
SYNTHETIC DRUGS PROJECT, HYDERABAD 

sa. 'the S)'J\thetic Drugs PrDjeGt, Hyderl¥>ad is est~ted. B •• t-
to c(jst Rs. 21.45 erores and it is designed to eroduce 851 ground. 
tonnes annually in the field of vitamins, sulpha drugs. 

Anthelmintics, Analgesic~ Antipyretics, . Diw:atics. Anti-
tubercular drugs etc .. as roDOW8:-

.. ---.----
GrtlUP 

(t) S~lph.drul' 

(b) Dillrdica_ 

(c) A!ltINt:lercular 

(d) H ,.pllOtie 

(e) AnthelminticB 

(1) Analicsics " Antipyretw. 

(&) Vitamin, 

(J) SulplWtdimidtl'l c. 
(2~ SujpJlQIWU,Un.e 
(3 Su!p-.r.m .. S"Nm 
(4 SuJphanilamide 

(~) AcetllGlamid. 

(6) hon/aid 

(1) Pheaob.b~ 

Licen.ed 
capacity 

for 
manufa..-re 

(in metric 
tons) 

2110 
130 
50 
!lo 

2' 
» 
10 

(8) Diothylearb.muine Citrate 30 

(9) Piperazine Adipatc 50 

(10) PhcJl~ . 100 (1I? AmldOJ?yrine (Pyramid one) 40 
(12 Mietl!ll12oJ (AnIlliD) . to 

(13) VilamiR BJ 30 
(I~ Vitamin B2 5 
(15· Folic Acid I 
(16 NiootiRamide 20 

TOTAL 8S1 

90. The drugs will be manufactured from basic raw 
materials. Abuot 4i60 tonnes of intermediates will be pr0-
duced at the Plant. of whieh 270 tOnGes would be available 
for sale in the market and the rem.aining utilized fur pro-
ducing drup. 

91. The Plant is also beini provided with capadty for 
formulation of about 390 tonnes of ~ ipto dosage fonn.'i 
e.g. tabletting etc., and the ba~ ot the production is 
proposed to be sold to other phannaceutical manufac-
turers for formulation. 

A. Raw. Materials 

92. Out ot 84 diftell'ent raw materials including inter- Imports. 
mediates re<plired by the betory. 42 items .a shown in 

311 
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Appendix II are to be imported. The total value of these 
imported items 'is Rs. l' 75 crores for a total of 4266' 76 
tonnes per annum. 

93. The Hindustan Organic Chemicals Ltd. was original-
ly thought of as a complementary unit to the Synthetic 
Drugs Project as the former would produce intermediates 
which would be processed later by the Synthetic Drugs 
Project into drugs and pharmaceuticals. 

94. The Committee examined the production programme 
of the Hindustan Organic Chemicals Ltd. and found that 
only two items namely Acetanilide and Aniline were includ-
ed in the product mix of this factory. The Chairman, 
IDPL, during his evidence before the Committee, stated 
that 'the Hindustan Organic Chemicals Ltd. was to manufac-
ture six intermediates for the factory. The IDPL had com-
municated the requirements to the Hindustan Organic Che-
micals Ltd., but it did not have information as to QOw many 
of these were being taken up for production. Being a mat-
ter of vital interest, the IDPL should normaLly have watch-
ed the 'P"0gress in this regard. The Company should take up 
this matter immediately with the Hindustan Organic Che-
micals Ltd., and induce them to produce its requirements. 

95. The Chairman, IDPL also stated in his evidence 
that the Hindustan Organic Chemicals Ltd. might manu-
facture some of the items only if they were able to obtain 
outside orders in addition to the IDPL's orders, as the 
requirements of the Hyderabad factory might not enable 
an economic production. This being so, it was all the more 
necessary for the rDPL to have taken up this matter with 
the Hindustan Organic Chemicals Ltd. 

96. During evidence of the Representatives of the Mini-
stry of Petroleum & Chemicals, the Industrial Adviser 
(Drugs) informed the Committee that at present Rs. 2i 
crores worth of intermediates for various units, which are 
in operation today, were being imported. Once the Hindus-
tan Organic Chemicals Ltd. wen,t into production, this 
would be reduced. The production of intermediates was 
being taken up on a consolidated manner because most of 
them were also being used as intermediates in dyes, plas-
tics, rubber, chemicals, etc. Government was assessing the 
total demand and examining whether any economic 
unit could be set up in any particular sector. Early 
action is needed to determine the total requirements 
of the intermediates for all the pharmaceutical and drug 
factories and let up plants for producing them. The Com-
mittee realise that no country C(I7l be absolutely self-sll:f!i-
cient in an intermediata, but an import of RB. l' 75 croreS 
of intermediates by the IDPL alone ia IOmething which 
cannQt be viewed with equa"imi~. 
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B. Product~Mix 
97. The Indian Pharmaceutical Delegation to the Soviet ~itamia. 

Union in 1956 had spoken very highly of the production of • 
Vitamin 'C' in the Soviet Union and had suggested that the 
collaboration with the USSR for the production of Vitamin 
'C' seemed possible on an immediate basis. The Soviet 
Delegation (1958) stated that "taking into consideration 
the absence of production of Vitamin 'C' in India and ita 
importance because of wide implementation of antibiotics 
in medical practice. we recommend also to include the pro-
duction of Vitamin 'C' in the Synthetic Drugs Plant." 

98. The Committee found, however, that Board of Direc-
tors of the Company had decided that the Company need not 
proceed with the manufacture of Vitamin 'C' but in view 
of the importance of this vitamin, the matter should be 
brought to the notice of the Government for considering 
alternative proposals for the establishment of capacity for 
the production of this Vitamin. 

99. The Chairman, IDPL, in his evidence before the 
Committee stated that if Government took a decision. to 
manufacture Vitamin 'C' at the Hyderabad Plant and if 
the Plant was given the machinery and technology, it would 
be able to produce it. 

100. The Secretary of the Ministry of Petroleum & Che-
micals, during his evidence, informed the Committee that 
according to the Soviet Experts had the production of Vita-
min. 'C' been included initially it would have been alright 
but now they were not in favour of this until the present 
plant went into productiOn. The production of Vitamin 'C' 
could, therefore, be taken up as a part of its expansion pro-
gramme. 

101. The Committee find that out of a total licensed capa-
city of about 110 tonnes in the country today, only 90 tonnes 
are actually produced. The Development Council for Drugs 
is understood to have recommended 375 tonnes annual pro-
duction during the Fourth Five Year Plan, i.e. an increase 
of about 168 per cent over the licensed capacity at the end 
of the Third Five Year Plan or over 500 per cent of the 
existi~ prodUction. It iI obvious that the demand for Vita-
min 'C in the country is far i,., excelS of the existing pr0-
duction. In view of what was stated. by the India,., and 
Soviet Experts in their Report •• quoted above, the Hydera-
bad Plant should have taken up the m4'nufacture of thy 
Vitamin from the beginning. The Committee hope that 
early steps win be taken to do .0. 



34 

c. '~.$io" 
102. ~e ~ are tkst efQQUC~q in bulk.lln<i thereafter 

converted ~t() 4p,IJage f0~ln the shape of tablets, eapsu1es. 
injlCtiblee. '"'~, oiptme~ts. liq~ids, etc. Vari~us dosage 
forma have qo~ into u~e in the Pharmaceutical Industry 
to take adv8Il:taae o~ the full clinical potentiality of the 
various drug, in different combinations and to make their 
ad.miniltration to the patients more convenient and palata-
ble. It is. however, under$tood that there has also been aA 
exploitation of the formulations for larger proftts, not 
always lltcessitated by clinical considerations. 

103,. As stated earlier the Synthetic Drugs Plant is. 
expected to f{)rmulate 390 tonne, in dp:Hlge forms out of total 
production of 851 tonnes 01 drugs per year. The rest at. the' 
pr~ction is proposed, accordine to present decision. to 
be sold to othE!r pharmaceutical manufacturers for fotmu-
lations. The 3iO tonn.es oi d~g8 would be formulated ollly 
in the form of single-<.irul tablets. 

104. The formulations in the Pharmaceutical Industry 
in the country, at present, in respect of these drugs are not 
confined to single-drug tablets. On the other hand. based 
on these drugs, a number of formulations such as ointments. 
drops, syrups, injections, gramiles.and mulii-drug prepara-
tions. in combination with other drugs. are prepared and 
sold. 

105. The Committee were informed that it would be 
very difficult to compare the profitability of various drugs 
sold in different formulatiQDs. It is. however. apparent 
that, as conditions exist at present, it is far more profitabl& 
to sell the drugs in formulations rather than in bulk. Fur-
ther the profitability increases with the variety of dosage-
forms and multi-drug formulations. 

106. There is no directive from the Government Umiting 
the formulation at the Synthetic Drugs Project. though the 
present arrangement contemplate& the transfer of a con-
siderable proportion of the basic products in bulk to the 
pharmaceutical units in the private sector engaged in for-
mulations. Also, the Finishing Block at the SYnthetic-
Drugs Project. as equipped at present, does not. by anel 
large, envisage formulations other than sinile-drug tablets. 

107. Since the profitability of the Plant depends wlrgely 
on formulations it would be worthwhile reviewin.g the 
formulation programme of the Plant both in term.r of quan-
tities and the varieties to be formulated. There should not 
be 4 multiplicity of formuZotion.s merely 10'1' the sake of 
eaming larger profits but the factory should take up for-
mulation.! found useful on clinical considerdtions 0'1' those 
t~t aTe widely pt"escribed by the medical J'f'ofe,rion. The-
Government might have this aspect examined by com-
petent perso1U. 
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lOS. Tb~ SQ\rtet Experts who visited ~4ia in 1988 h..s View of 
l!It~\ed .s followl in regard to the location of the Synthetic: :::'118 
Drugs Project:- • 

"Special attention should be paid to the poIIibility 
of removing of polluted eft'luentB (1500 cu. m. 
per day) including 500 cu. m. of eftI.enu which 
should be preliminarily naturalized. That il why 
we recommend to put up the plant at the ... -
Mote as has been GoM in the cue of 8Ql1le che-
mical plants in India." 

Dru, 
Project 
Location. 
Com-
mittee's. 

109. The cboice of the location of the factory at Sanat-
.... 1' was recommended by the Drug Projects Location 
Committee of the Planning Commission who suggested 
that the pretreated effluents could be channelled into the 
NUli river. , Reeom-

110. In this <:onnection, the Committee also came acrosa 
the following observationa of the Indian Pharmaceutical 
Delegatl»n which visited several countries in 1964:-

"Correct selection of sites for chemical plants from 
the point of view of water supply and effluent 
disposal facilities is of vital importance pe.rticu-
larly in India where most of the rivers are not 
perennial and in the few that are perennial, 
the flow of water varies widely from season to 
season. Wrong location in respect of these easen-
tial considerations would seriously limit further 
growth in the industrial units besides causing 
several problems to civic Ule, agriculture etc." 

menda. 
tiOD.l. 

111. The Committee Clre of the view that the choice of Wronl 
tlt-e location of the Synthetic Drog. Project at Hyderabad choic.~ 
'WC6 not a haf1PY one becawe the dUpoBcU of e11'u.enis 1wu 
CTeated a very big problem fur the fGCtary. It will 4110 in-
volve incurring of enormous expenditure which could have 
be'n avoided if the Drug Projects Location Committee of 
the Planning Commission had heeded tM advice of tn. 
upert •. 

112. The Government repre$entative. in ru. evidence 
had, however, justified the choice ot Sanatnagar by ltatin, 
that there were several other consi4erationa wlUeh had 
been taken into account i.e. availability of water, eloHll881 
to research labOl'atories, situation with reference to supply 
of raw materials and market. for flniahed good. climatic 
conditions etc. The Chairman, IDPL when asked whether 
Hyderabad had been an ideal choice, ;eplied that on techno. 
economic considerations alone, it might h~ve been better to 
.locate the .fectoty elMwhere. 
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113. The original proposal was to discharge the effiu-
ents into the Musi river after biological treatment. A 
scheme was offered for the biological treatment by a firm. 
This was, however, not accepted by the Soviet Expert. 
The Soviet Expert was also against a proposal for. solar 
evaporation of the effluents. He suggested that 
the best plan will be to construct a masonry 
dam about three miles from the Plant site, 
where sheet rock of monolithic granite over an area of 
about ~O acres was available to serve as an impervious 
bed. This reservoir was to serve as 1m accumulator-cum-
evaporator for a period of fifteen years. This scheme was 
examined by a Technical Committee who found that the 
scheme would cost Rs. 78 lakhs as against Rs. 40 lakhs for 
the original scheme for biological treatment and discharge 
into the Musi river. The reservoir scheme also has 
several disadvantages, chief of them being the possibility 
of seepage of toxic effluents and its corrosive qualities, 
affecting the masonry structure and that as the proposal 
was only an interim measure, the money spent on the 
construction was likely to prove infructuous. The 
Technical Committee suggested an alternative solution tp 
the problem of disposing the effluents by an evaporation 
method costing Rs. 75 lakhs. The Company has, however, 
ultimately decided to resort to disposal of the effiuents by 
evaporation in shalilow masonry pans Suitably lined. 
Seven such pans would store the effluents during the 
period of monsoon. There would be 100 evaporation tanks 
which would enable the effluents to evaporate during the 
hot months. The cost of this scheme will be about Rs. 85 
lakhs. The Company is also searching for a cheaper 
solution.· 

114. All this trouble and expenditure could have been 
avoided. if the factory had been located near the sea in 
which case the effluents could have been easily discharged 
into the sea. The Committee hope that the Company will 
soon find a permanent and cheaper solution to this problem. 
The Pu.blic Health Department of the Government of 
Andhra should also be associated with the final decision 
~o that it does not lead to any public hazards. 

115. The effluents are stated to contain high percentage 
of sulphuric acid and if it could be separated it could be 
used to prepare super-phosphates. a valuable fertiliser. 
Research should be carried out in regard to this as ita 
succear wi.U influence! the financial resu.lts of thA 
factof1l. 

• At the time of factual verification, the Company baa pointed. 
.ut u follows:-

"Since the conclusion of the evidence before the Com-
mittee, there hal been a ligniftcant development on 
thia point. The Company hal succeeded in its research 
for a cheaper solution of the ~oblem. It is bued on a 
scheme fonnulated . by the Central Public Health 
lDn,ineerin, Research Institute, NalPur. Tke imple-
mentation of thia scheme would re.ult In subdalitid 
aaYinp OYel' the earlier estimates". 



V 
SURGICAL INSTRUMENTS PROJECT, MADRAS 
116. The Surgical Instruments Project, Madras has been Back. 

constructed at a cost of Rs. 5'10 crores. The Plant is d 
designed to produce about 2.5 million pieces of surgical JTOUIl 
instruments per annum of 166 types pertaining to different 
branches of Surgery such as General, Dental, Opthalmic, 
Neuro-surgery and Gynaecology etc. 

117. The following is the production programme of the 
factory:-

<a) Different types of surgical knives and scalpels 200,000 Nos. 
(b) Scalpels with removable blades (20 blade. &: handles 

in a set) 100,000 

(c) Forceps 500,000 

(d) Bone cutting forceps &: othen 100,000 

(e) SUrgical scissors 700,000 

(f) Needle holders 40,000 

(g) Clamps • • 
(h) Speculums wound retractor, 

(i) Surgical hooks . 

(i) Ditr. types of curretes & bone scoop, 

(k) Ras patories for detachign periosteum bone 

(1) Guages 

(m) Surgical saws 

(n) Wire saws a guides for them 

(0) Spatules 

(p) Probes 

(<I) Gynaecological forceps 
(r) Pelvlmetera 

(5) Rectal speculum, 

(t) Braces, reamers &: drilla 

(u) Teeth fiUing instrUment' 

(v) Tracheal tubes 

(w) Smith-petenen trifid naill 

(x) Ligature needle. 

.(y) Dental forccpa 

500,000 

la,OOO 

50,000 

10,000 

9,000 

10,000 

20,000 

30,000 

15,000 

5,000 

3,000 

47,000 

50,000 

1.000 

" .. 
" 
" 
" 
" ,. 
.. 
" 
" 
" 
" 
" 
" 
" 
" 
" 
" 
It 

It 

" .. .. .. 
TOTAL a . 5 million pea. 
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AU., Ita. The ~\IJ.l requin!mentte of renv mate.rials of, the 
steels. 1ado.ry is taO.l tonnes a~d conli$t of the followin.:-

(I) 5tliDle .. ateel 466'S t6M •• 

(b) AIloJ Tool Steel 230'0 " 
(c:) Carbon Steel 160'3 " 
(d) Low Carbon Steel 123 '0 " 
(I) N~ftrrou 10'S " 

980 '3 .. 
ltldiall 119. Initially all these alloy .teels will have to be im-

pr..t....... ported, the total value being Rs. 35 la~ p~r annum. The 
Committee understand that as soon as the specifications of 
the alloy steel! were received from the USSR, the require-
ments of the factory were made known to the Hindustan 
Steel Ltd., Mysore Iron and Steel Works and M/s. 
Madras Alloy and Stainless Steel. They had taken note of 
the requirements and would begin production during the 
next few years. The representative of the Government. 
during his evidence before the Committee stated, however. 
that since the total requirements of the factory were small 
it was not known how far the steel factories would be able 
to produce their requirements, uuless they obtained orders. 
from elsewhere to make the production economic. 

Commit-
tee of 
Suraeonl. 

120. It appears from eVidence that the matter is still 
vague, as the Company is not sure whether its require-
ments will be obtained from the Indian steel mills or not. 
It is nec~sary for the Company to be definite about this 
pa'Tticularly the e:cact date by which the steel miUs will 
be able to effect B'lLpplies so that the Company could 
arrange for necessary imports during this period. The 
Miniatry of Petroleum & Chemicals should take up thil 
matter urgently with the Ministry of Iron, and Steel to-
ensure that the required quantity and quality of steel is 
producedl in India to meet the 'demands of the Madras-
factory. 

B. Produd-mil[ 
121. The production programme of the factory wai 

decided on the recommendations of a Committee of eminent 
surgeons. They decided the proto-types of the surgical 
instruments to be taken up for manufacture and also 
tested them in hospitals. The surgeons recommended 
change 01 designs in the case of nine instruments, modifi-
cations in the case of twenty three instruments and 
approved proto-types of 120 instruments. Some of these 
instruments are still under trial and the proto-types of a 
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few m:e awaited fro~ ~';IS"ia. It ...... ~ted that ~ 
()f deSlgns and modlfieations whel'~ reeom.mended tit 
the surgeon. was being implemented. 

122. Col. R. D. Ayyar, a member of the Committee Oil 
surgeons who examined this queation stated that the surgi-
cal instruments manufactured at the factory were V&r1' 
good and conformed to standards suiting Indian conditionl. 

123. The Committee are glad to note that the medical Keq.ire_ 
profession considers the instruments that are b-mg meatl. 
manufactured as of high quality. Further, that the instru-
ments selected are those which are required by the small 
primary health centres and Taluq hospitals. They how-
ever, find that whereas in a good District hospital about 
600 type5 of instruments would be required, the present 
production programme of the Madras factory envisaged 
production of only 166 items. It is further understood 
that the total reqUirements of the country of the 166 types 
of instruments proposed to be manufactured at Madru 
is to the tune 01 Rs. SOO lakhs at present and this is likely 
to exceed RI. 800 lakhs by the end of the Fourth Five 
Year Plan. The production in Madras ii, however, only 
about Rs. 250 lakhs worth of instruments per annum. 

124. It i3 clear, therefore, that the Madra3 factory hal Incre ... 
made only a beginning both in terms of type. of tutfW. ill 
menb and their quantity and the production will !touch. procllic-
-only a fringe of the problem of indigenow manufacture of tioa . 
• ur,gical in.struments required b,y the country. The Com.-
mittee hope that after gaining experience the factory tv"l 
be able to increase its production to 84tbl11 the requi,.e-
menta of the O'Ulntry to a larger extent. 

125. In this connection, the Committee were informed Small 
that there were several small scale producers especially at leaIe 
Jullunder and Ludhiana. They had acquired very good prod1lc-
skill but unfortunately were stated to be suffering from tiOft. 
three drawbacks-lack of raw 'materials, lack of forging 
and heat treatment and lack of equipment and technical 
know-how. The Government 3hould, in consonance with 
the policy of encouraging indigenous production of IUrgi-. 
cal instruments, give all possible assistance to the3e nnaU 
scali? producers and help them to produce instruments of 
good qualit11 to meet shortage in the country. In fact, the 
small scale producers ,hould be treated cu complementary 
to the Madra! fQ('tOTy and Government should apportion 
the production of various instrumenJ;s between them .D 
that the country's needs are adequately met and unhealt"11 
competition avoided. 

(c. ,. ..... 
12fi. A suggestion was received from a non-ofticial in 

his memorandum to the Committee that It would be advisa-
ble if forgings produced in the factory could be sold at a 
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reasonable profit to small scale firms. The Chairman, 
IDPL had, however, stated during his evidence that the 
dies and jigs 'Were based on forgings. The Tool Room was 
so designed that it would cope only with the production 
capacity of the factory. If any of the forgings were sold, 
the subsequent shops would not be fully employed as it 
was a closely-knit unit. 

127. In view of shortage of surgical instruments it 
might be advisable to increase the capacity of the forging 
shops in order to make the surplus forgings so produced 
available to the small scale producers of surgical instru-
ments. 

D. Input-output ratio 

128. For a total capital investment of Rs. 5.1 crores in 
the Madras factory the annual estimated sale value of its 
products is Rs. 2' 5 crores. The Committee gather from a 
non-ofRcial memorandum that with much less capital and 
size the factories in England, Germany and Japan produced 
anything upto a thousand types of different surgical instru-
ments required in big and small hospitals and that the 
total output of production was very much larger than in 
the Madras factory. 

129. The input-output ratio for the factory appears to 
be on the high side. The Company should compare the 
input-output ratio of tliis factory with similar figures of 
factOries in other countries with a view to increasing it, 
productivity and bettering its capital output ratio. 

E. Township 

130. The factory is expected to cost Rs. 3.56 crores and 
the township will cost Rs. 1.54 crores. It will be seen that 
the cost of the township is about 30 per cent of the total 
cost of the Project. It was stated that the reason for the 
high percentage of township cost was the fact that the Plant 
by its very nature of operation was labour intensive and 
that the number of workers employed was in higher pro-
portion as compared to the other two projects. It was also 
stated that only 50 per cent of the total number of emplo-
yees have been provided with accommodation as against 
10 per cent in Rishikesh. 

131. Since the Project is located in Madras city and the 
factory is well served bU good public transpqrt, it is per-
haps not necessaTti to have a large township. The factory 
shotLld economise on township during its expansion. 



041 

132. The Committee found that the Unit cost of the HiIber 
various types of residential units at the townships of the Utlileon 
three factories were as follows:-

Type of quarters 

II 

III 

IV 

V 

VI 

TOTAL 

Unit cost 
at Hyderabad 

'OS9 
'062 

'094 
. 159 

'288 

'4:z6 

1 '088 

(Figures in Lalla) 

Unit cost at Unit cost 
Rishikelh at Madras 

'06:z '077 

'069 '085 

. lOS '131 

. 177 ':Z:Z1 

'295 '365 

'471 '640 

1'179 I' 519 

133. It will be seen that the cost of construction at 
Madras was 50 per cent more than that at Hyderabad and 
about 30 per cent more than the cost at Rishikesh. The 
Committee were informed that this was due to high cost of 
construction at Madras. 

134. It is doubtful if the variations exist to the extent of 
50 per cent over the rates at Hyderabad. Nevertheless the 
matter requires looking into with a view to bringing down 
the future cost 0/ construction. 



VIJI 
OTHER PROJECTS 

A. Phyta-Chenuc:al Project 

135. The Phyto-Chemical Project was .one of the fo\ll' 
projects taken up with the Soviet collaboration. It "u 
located at Neriamangalam in Kerala and was expected te 
produce mainly caffeine from tea prunings and a few other 
drugs such as Ephedrine Papion etc. When the Detailed 
Project Report prepared. by Mis.. Techno-export was 
examined. it was found that the cost of production per toa 
of caffeine would be about Re. 1 lakh against an imported 
price of Rs. 18,000 and Rs. 50,000 at which Mis. Bengal 
Chemicals manufactured caffeine. It appears that the COlt 
of tea prunings estimated while drawing the Detailed 
Project Report was much less than the prevailing market 
price. It was then thought of producing caffeine from tea 
waste only. but this also was not successful as tea waste 
was only available at a relatively high cost in tne South and 
in limited ituantity. 

136. In the meanwfiile, the Government of Kerala and 
the Central Medicinal Plants Organisation had gone ahead 
with the cultivation of various medicinal plants required ~ 
raw materials for this Project. The Government, therefore, 
thought that the IDPL should explore possibilities of manu-
factUring phyto.chemica1s by indigenous processes. A 
Committee was set up by the IDPL to go into the question. 
but they found that by leaving out caffeine from the pro-
gramme, the Project would not be economical. It was, 
therefore, decided to abandon the project. The total 
expenditure incurred by the Company is Rs. 13.6 lakhs, 
out of which Rs. S· 5 lakhs accounts for the payment to 
MIS. Techno-export for the Detailed Project Report. The 
Kerala Government also had spent Rs. 19: 96 lakhs on the 
various facilities provided at the Project site. 
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137. The Committee had dealt with this ma.tter in para 
13 ,to 1701 t~r Thirteen.th 'Report on Maoogemen.t and 
·AdminiBtration of Public Undertakings.· It is apparent 
that this infructuous expenditure could have been avoided 
if a more careful assessment of the availability of raw mate-
rials had been undertaken. 

138. In this connection, the Committee would draw attell- Advice 
tion to the recommendations made by the Soviet Experts of 
who visited India in 1956 and 1958 regarding the very Soviet 
great necessity of producing drugs and medicines from expert,. 
Indian medicinal plants. With the abandonment of the 
Phyto-Chemical Project, a great possibility in this direc-
tion h4s been lost. The Government should further ex-
plore the possibiLities of establishing a Phyto-Chemiool 

·13. It was explained to the Committee during evidence that 
the techno-economlc study of the Phyto-Chemical Project klrmed 
,part of the study of the entire complex of five projects which the 
Russians had prepared. Taking the whole complex together. it 
was a profitable proposition; but when Government examined 
'each Project indivldually it was not found so. 

14. In a note furnished to the Committee subsequently it wu 
!tated that the main reason for the ,project to be abandoned was 
the uneconomic price at which the raw material i.e. tea prunings 
for the manufacture of caffeine would be available. It was esti-
mated that at the prevailing market price of tea prunings (which 
constituted 75% raw material for cafleine manufa'cture) the cost 
'Of production per ton of caffeine would come to nearly 'Rs. 1 lakh 
as against Rs. 18,000 which was the price at which caffeine could 
be imported and Rs. 50,000 at which MIs Bengal Chemicals were 
marketing the caffeine manulactured by them. 

15. The Committee learn that the cost of the raw material 
'originally estimated wasRs. 25 per ton. This figure was supplied 
by the Kerala Government to N.I:D.C. and on that basis a Detailed 
Project Report was prepared by the Russians. Actually the price 
came to Rs. 100 per ton. The total expenditure incurred on the 
project by the company till the end Of JU!le, 19M was. above 
lb. 18,6 lakhs of whiCh Rs. 8.6 lakha r"presentea 'fhe paYment to 
MIs Techno-export f.o'r the tJeta'iled ""'oject !leport. The State 
Government of Keral. are also stated to have incurred an expen-
diture of Rs. 12 lakhs on providing the vatious facilities at the 
project site. 

HI. Availabilitv ot rawmateriill in adequate quantltv and at 
economic price is one Of the primarv considerations in determining 
"the economic feasibility of a project. In this case the techno-
economic study failed 'to iake note Of this i1ftportant factor. Thus 
the stUdy talIed in its objective causing loss of valuable foreign 
~xch8nge. 

17. In the light ot this experience the Committee would stress 
'the utmost need for closely scrutinising the flgures and data 
supplied which form the basis for embar'king on a project. It Is 
'Worthwhile considering how in cases refelTed wrong data came 
to be supplied. It should also be borne in mind that in their eager-
ness to have the ,project located in their territories, it is possible 
that the State Governments may not give the same care and 
attention to basic data as is necessa1'l". 'nte Committee would 
therefore recommend that the Central Government should exerclJe 
'Il clOse and Independent check on any data supplied by the State 
Governments. 

2911 (aU) LS-4. 

, 
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Pro;ect in the public sector and ezploit the laTge varietly 
of flora in the country for the manufacture fY/ life Batn. 
dTtlfJB and medicines. 

139. In regard to the production of caffeine, the Com-
mittee were informed that the latest trend was the produc-
tion of synthetic caffeine. The gap between production 
and demand for caffeine in the country was to the extent 
of 20 tons and there was no possibility of an increase in 
the production during the next few years. It is under-
stood that in China, caffeine used to be formerly produced 
from tea leaves but now that was considered un-economical 
and a low yielding process. They now produce caffeine 
chemically. 

140. The main intermediates for the production of 
synthetic caffeine are Urea and Cyano-malonic ester. 
India already produces Urea and other intermediates are 
expected to be produced in the country in three or four 
years. The Synthetic Drugs Project, Hyderabad should 
examine the possibility o,t manufacturing synthetic caffeine 
in order to meet the needs of the country. 

B. Glandular Products Project 

141. The team of Soviet Experts who visited India in 
1956 stated as follows regarding the production of glandu-
lar products:-

"From the animal raw materials, only liver for pro-
duction of extracts is used on industrial scale in 
India. The rest of glandular raw materials are 
neither used for pruduction of drugs nor even 
investigated to determine their active principles. 
Indian specialists attribute the absence of the 
production of glandular preparations to the 
inability of collecting endocrinic raw, materials 
in the country. However, glandular prepara-
tions are, undoubtedly needed and to meoet the 
requirements of them, import is required. Dur-
ing 1955, 264.8 mega units of Insulin were im-
ported valued at Rs. 18,66,646. 

Study of the conditions of the slauglJter houses in 
Bombay and Delhi showed that position of these 
slaughter houses is not so convenient for collect-
ing endocrinic raw materials. Slaughtering of 
animals is carried out by hand in unsuitable 
buildings without water supply, sewerage and 
electric lines and other elementary industrial 
installations. But in spite of this, there is possi-
bility of collecting hypophysis (petuitary) 
after some additional measures such as setting 
up small refrigerators at big slaughter houses 
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and construction of rail coach refrigerawrs ' are-
fulfilled. The collection of animal glands in all 
big slaughter houses can be o~~anised and ~hia 
will enable collection of endocrlruc raw matenala. 
from half of the total number of animals slaugh-
tered in the country. 

The quantity of glandular preprations which can be 
obtained from these raw materials has 
been calculated. But these calculations are-
carried out on the basis of the standards of 
endocrinic raw materials collected in the Soviet 
Union (because of non-availability of similar 
data in Ind~a) but as the quality of endocrinic 
raw materials in India can considerably differ 
from those in the USSR, these quantities should 
be considered as very provisional, which should 
be defined more precisely after the analysis. 
of the endocrinic raw materials of India is 
made." 

142. The Indian Phannaceutical Delegation to Soviet 
Russia (1956) stated as follows in regard to this matter:-

"While production of endocrines in India must await 
the development of facilities such as modern 
slaughter houses and cold storage arrangements 
for the preservation of glands and organs, it is 
clear that assistance in establishing theSe facili-
ties can 'be obtained from the Soviet Union. The 
Soviet Team of Experts has recommended al-
ready that a beginning can be made in thia 
direction by preserving the pituitary glands in 
acetone solution immediately after slaughter 
and working them up for recovery of active 
principles such as A.C.T.H. at the Haifkine In-
stitute in Bombay. It is desirable to investi-
gate this possibility immediately even before-
establishment of modern slaughter houses which 
are being projected in Bombay and other cities.'" 

143. The Glandular Products Projects as conceived by 
the GovE'rnment was to produce Insulin, Andrenalin, ACTH 
Pituitrin, Pepsin (medicinal). The Project was depen-, 
dent upon the new slaughter house then proposed to be 
constructed by the Bombay Municipal Corporation at 
Devnar. Pending construction of the slaughter house the-
Glandular Products Project waa postponed. 

144. The Committee were infonned that since thE' last 
ten years the Bombay Municipal Corporation has been 
proposing to set up a modern slaughter house in the coun-
try. Very little progress, however, has been made in re-
prd to this matter. The latest position is that the Maha-
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'1'ash.tra Government had invited global tenders for the 
supplv of machii2ry etc. for thls purpose which were un-
der examination. 

145. As regards the investigations regarding the yield 
and content of active sulbstaneesl present in the glandular 
raw material obtainable from animals slaughtered in im-
portant centres e.g. Bombay, Claeutta, Delhi and Madras, 
the Government informed the Committee as follows:-

"Investigations wrre made 'by the Haffkine Insti-
tute, Bombay on the glandular raw materials 
from animal,s slaughtered in Bombay only. The 
Haffkine Institute have stated that it was not 
possible to collect the glandular raw material 
from places like Madras, Delhi or Calcutta in 
a condition suita,ble for further processing. They 
have also stated that even in Bombay it was 
a herculean task and it was with great difficul-
ty that materials could 'be collocated for investi-
gation." 

146. The Committee regret that in spne of the great 
importance of this Project, pra.c:ticaUy nothing has been. 
<lone even in regard to' th.e preUmina.'ry research required 
befMe the setting up of the Proj.ect. The Committee feel 
that, either the r.esearch work has been entrusted to wrong 
hands 017' tha.t th,e Institute is not taking the inter,est i'fti 
the matter as it should. Government should examine the 
-:ases of the delay and ensure that the necessary investiga-
tions are carried out expeditiously. 
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CONCLUSION 

147. The setting up of the drug ma.nufacturing units antf 
surgical instruments factory in the public sector was in-
tended tOBerve the triple obJectives, namely, to bring 
down the prices by large-scale production of high quality 
Iif~savi1'¥.1 d'T1Lgs, to provide facilities for medical relief 
to the people on a mass scale in consonance with the 
declared obJectives of the Government in this regard and 
finally, not only to achieve self sutJiciency but also to pr0-
duce an exportable surplus and earn foreign exchange. 
Viewed from these angles, the pace at which the Govern-
ment has proceeded about these proJects is very slow. 
Even after a loan of Rs. 9.52 crores was offered by the 
Soviet Union in April, 1958 it should not have taken four 
years for the Government to put these proposals into 
concrete shape. Besides the delay in the initial stage, 
there had been some procrastination during the construc-
tion stage. Unlike most public undertakings, this Com.-
pany's activities concerned the welfare of a very large 
proportion of the public and hence a sense of urgency 
which! is apparent now should have been shown from the 
begin.ning. 

148. Out of the three proJects of t.h.e Compan.y, only one 
has been commissioned 80 far. As such the Committee is 
not in a position to comment upon the operational effi-
ciency of thue proJects. But the one disquieting feature 
of WMch the company shall have to take care is the ten-
dency toward.! rise in the estimated cost of production. 
The Committee was alarmed at the rise Of about 70 per 
cent in the eost of production envisaged at Riahikah. 
The Company and the Govemm.en.t should take appro-
priate action to bring it down .. 

149. The Committee noticed among other thing. that: 

(1) the rarw nuzterials wm hal1e to be imported far 
some Y#Mrs; 

(ii) all the product. of the company are highly 
research oriented but so far adequate steps have 
not been taken to atabliah; re,earch facilitia; 
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(iii) the compan.y htu not yet decided the mode of 
marketing ita products. 

150. The suggestion3 of the Committee in regard to the 
4(loo'Ve are given in appropriate paras of t~ report. The 
Government should also endeavour to set 1I.p projects for 
the preparation of Phyto-Chemicala and Glandular pr0-
ducts, for which already some spade work htu been dcme. 

New DeIhl: 
Ma"'J~ 22, 1966 
CIF'tta I, 1888(S) 

~.-., , 

D. N. TlWARY, 
C}lalrman. 

Co: .,minee on Public Undertakilll8 



APPENDIX I 
Statement indicating the Raw Materi4l.s available in the countTr 

and those required to be imported. 
AVAILABLE IN THE COUNTRY 

SL Items 
No. 

1. Com Flour 
~. Glucose 
3. Hydrol 
4. Ammon Nitrate 
5. Mag-Sulphate 
6. Manganese Sulphate 
'7. Zinc Sulphate 
"8. Calcium Carbonate 
9. Sodium HyposulPbite 

10. Soda Ash 
11. Ammon Sulphate 
12. Sod. Bromide 
13. Ammon Thiocyanate 
14. Sod. Sulphate 
15. Phosphoric Acid 
16. Sod. Hydroxide 
17. Sod. Chloride 
18. Com Steep Liquor 
19. Sulphuric Acid 
20. Hydrochloric Acid 31-32% 
21. Oxalic Acid 
22. Ground nut oil 
23. Pot Phosphate Mono 

Substituted 
24. Formalin 
25. Ethonal 
26. Bromne 
27. Cal. Chloride 
28. Ammon Hydroxide 
29. Ammon Chloride 
30. Mathanel 
31. Pot. Acetate 
32. Barium Hydroxide 
33. Sod. Acetate 

RIlQUDlED TO BE IMPORTJ:D 

Items 
S1. 

No. 
1. Lactose 
2. Pot. Hydroxide 
3. Pot. Hydroxide C. P. 
4. Phenyl Acetamide 
5. Diatomaceous Earth 
6. Catexol 
7. Tween-80 
8. Pot. Carbonate C. P. 
9. Procaine Hydrochloride 

10. Soyabean Flour 
11. Tween-20 
12. Carboxy Methyl Cellulose 
13. Silicone M.S. Antifoan 
14. Pot. Ferrocyanidt! 
15. Benzyl rhodonate 
16. Potato Starch 
17. Sugar of Milk 
18. Sodium Borohydrlde 
19. Sterile pads for Filteratlon 
20. Thick Kapron. 
21. Khlorine sack 
22. Stainless steel sieve 
23. Phnoey acetic acid 
24. ION Exchange tar KB--'P 
25. ION Exchange tar EDE-
26. ION Exchange Tar KV-2-20 
27. ION Exchange tar SDV-3T 
28. Lunro Sulf coal 1st 
29. Caustic wood characoal 
30. Acid coal B 
31. Activated Carbon BAV 
32. Activated carbon ItA" 
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34. Butanol ,'" , I 

35. Butyl Acetate 
• Sod. Carbonate C; P. 
37. Sulphuric Acid C; P. 
3& Hydrochloric Acid, 3fi,o 
39. Sod. ~y~oxide 98% 
40. Sod. Hydroxide C.P. 

41. Sod. Hydroxide 42% 
42. Sod, Bicarbo~~~ 
43. Maize Star.eh 
44. GO~r Sulphate 
46. Oil C~ 
46. A+etic Add, 
47. Cane Sugar 
48. Talc Ph~, 
49. Wheat" FlQ~, 
$. ~. C~liK>~_~. 
:51. Pulv. Gwn. A4;e.aQ~" 
52. Captax : : 
J;t, &ric 4cl~ 



ARPENDIX n 
l&quirem4nt oj Imported rcm.o materials for the Synthelic drugs Pro t, CI" 

Hy~flhad, Andmo Pradesh, 

Set:: Para 92 

S1. Puriry(not Quantity 
No, Name less than; Grade: per' year 

percenta,.. (iruons), 
ge)" 

I 3 4 5 

1 Acetanilide 99'50 Techincal 1282 '50\ 
2 Acetone 98'00 Grade--l 169'41 
3 Acetone 99'00 Pure 244'00-
4 Acrilonitrile 97'50 Techncial 35'04-
5- Adipic Acid, Technical 37'50 
6 Ammonium Thiocyanate ' 98 '00 Pure 209' 36 
7 Aniline, ,,'00 T-echnicaJ. 43-' S9-
8 Ortho-Anisidine 99'00 Technical 0'065 
9 Banzaldehyde 90'00 Technical 0' 51' 

10 Benzene Sulphonic Acid methy 
ester ' 93"50 Technical 64'40-

It Para-Nitro Benzoic Acid, 100'00 12-43-
12 Benzoic Acid Technical 25-50-
13 Benzyl chloride Technical 14'10 
14 Caustic Potash (Solid)' 96'00 Technical 35'65 
IS Catalyst (for diethylamine) 0'30 
16 Chloroform Technical 58'12 
17 Dicyandiamide 95-00 Technical 489'4° 
18 Dimethyl sulphate ' 98'00 Technical ItO ,81" 
19 Diphenyl Technical 0-30-
20 Diphenyl ether 0'30 -
21 Ethylene Oxide 98'50 70'00-
22 Formic Acid ' 80'00 179'10. 
23 Glutamic acid hydrochloride Pure 6°29' 
24 Guanidine Nitrate 93'50 Technical 6-34' 
25 Iodine (crystals) 99'50 3 'I5$" 



!2 

1 2 3 

Xi Ion-Exchange resin AB-70R «),8, 
27 Magnesium, metallic 99'50 0'07 
28 Mercury, metallic . 4'60 
29 Monochlore acetic acid 99'07 15'29 
go Monoethanolamine ' 80'00 1,2-00 
3 1 Aluminium Nickel Catalyst 66%AI 13'5 
32 Para-Nitrochlore Benzene 98.80 131-00 
33 Ph08geile S6'oo 
34 P-Picoline fraction , 181 'So 
35 Potassium carbonate 96'00 170'00 
'36 Pyridine Pure 0-06 
37 Pyridine base (solvent) 41'00 
38 Sodium metal 234'9 
39 Sodium cyanid~ is '00 15'82 
40 Sodium Nitrite' 98·so 59'3 
41 Sulphur, lumps 99'00 82'00 
42 Orthe-Xylene Pure 10'50 
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APPENDIX m 
Stat"'""t ,hOfDlng the Summary 01 conciu,ions/reCOfflfflmdatil»u 

. contained in the /aport 

Reference to 
para No. 
in the 
Report 
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Summary of conclusions/recommendations 

3 

The Committee regret to observe that it touk 
the Government ten years to put through pro-
posals for establishment of the projects which 
were thought of in 1~ for inclusion in the 
Second Five Year Plan. The Projects w~re 
thought of because pharmaceutical factories in 
India were producing only negligible quantities 
of drugs. Most of these factories processed the 
drugs imported from abroad. Apart from the 
heavy drain of foreign exchange for their import, 
these drugs were costly and' the availability was 
limited owing to import restrict: ons. The position 
was aggravated by the fac'.; that the IJiggest plants 
depended for raw materials on .i:oreign firms, who 
used their monopoly posWon to maintain high 
selling prices. It was with a view to get over these 
difficulties and make available drugs and surgical 
instruments on a mass scale that the establish-
ment of these Projects was thought of. 

The facts regarding the state of the drugs and 
pharmaceuticals industry in the country 
stated in the Report of the USSR team 
of Experts which visited India in 1956 
should have warranted the grant of the highest 
priority to the establishment of ihe projec~ in 
our development schemes since the health il'tan-
.dards were far from satisfactory. To have taken 
ten years for the tulfUment of thc:;e objectives 
when the foreign credit was available as far lIS 
back as 1958 is a matter of concern. 

To eliminate the possibility of preparation of 
wrong estimates on the basis of which projects 
are sanctioned, it would be better for tlie Gov-
«"rnment to supply all relevant data relating to 
availability and cost of raw materials labour 
fuel, power, overheads etc., so that the' collaoo.: 
rating foreign party can work out exact figures 
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of the cost of projects and the costs of produc-
tion. Unless these figures are aliailable, it 
would be di.fficult to form an exact idea of the 
economics of a plant and its plToftfability. SuC~1 
figures, if included, in the Detailed Project Re-
port would also provide the Government a yard-
s-tick with which to measure the actual per1ior-
mance. Such an estimate made by one with 
actual expeTience in the field and based on figu-
res of the actual operation costs in his own coun-
try would be more useful and accurate than the 
one framed later by person.s who have no expe-
rience of the line. The fOl'eign collaborators in 
futu.re should be persuaded to include estimates 
of the cost of a project and the costs of produc-
tion in the Detailed Prajeet Report. 

16 Based on. the meagre data, Government 
had proceeded with the Phyto-Chemical Project 
incum'Wg a loss of Rs. 33'()! lakhs (out of which 
Kefa.1a Government's share was Rs. 19'96 lakhs), 
btfDr.e the Project was abandoned as an unwork-
aDle proposition. In the other three Projects 
a1sQ. the asswnptions in regard to cost of raw· 
materials e.tc. ha.ve not proved accurate l'esult-
iD.ri, in hi~ costa. of production and less profita-
bility than originany assumed. It is essential that 
thoJ'lOu.g)1. and realistic feasibility studies should 
be Dlaie so that 60'¥'emment is not ultimately 
bur¢ened. with. a pro;eetwbich is not economiaally 
viabre. 

17 The DetaiI.ectPraJ,eet.!tepGrt should have fnclud.. 
ad: .the t1Jna. schedtt1e; but if for any reason, thelltt' 
-.em .nor. i%urlUded, the cmnpany should have the-
~ im.medlA~~ly prepared. Delay in this regard 
19 -apt to cotreeal aDN' avoidable procrastination on 
the part of construction agencies including sup-
pliers of working drawings, equipment etc. 

The C~Uae cannot apprecWe the reason 
gtv~n. ~. tile 1DPL. th.at. tile Project estimates of· 
1961 WWe baEd on inadl!quate data. The esti-
mates; wen. prepared by the IDPL itself and 
suah ~~ like deputation of Soviet Experts 
and t:l7aiDing of Indian technicians in Russia' 
Bhauld not have been WI; out. Such unrealistic 
estimates tend to give adisterteQ pioture of the 
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Project and make it difficult for Government to 
apportion the Plan ex.penditure particularly 
when variations is estimates occur to the extent 
of over 58 per cent. The Committee regret to 
note tbepreparation of such unrealistic estima-
tes. The Committee would draw the attention 
of the Government to their suggestions in the 
Thirteenth Report of the Committee on Mana-
gement and Administration of Public Under-
takings (para 149-150). They would add that 
the source material for the relevant data on 
which estimates are prepared should nlso be 
indicated so that in case variations occur later, 
the exact reasons can be pin-pointed. 

There has been considerable delay in the 
preparation and sanctioning of the project 
estimates. Estimates should be prepared 
in time and sent to Government for appro-
val before the expenditure is actually incurred. 
"Estimates" should be understood in its literal 
sense and should not be equated to actuals after 
the money has been spent. The Government 
should also on their part ensure t.hat there is no 
avoidable delay by the undertaking or ~he Mi-
nistry in attending to them. Delays in prepar-
ing and sanctioniOJ! of estimates have bt..>en 
noticed in other Undertakings also (e.g. the In-
dian Oil Corporation and the Hindustan Steel 
Ltd). The Government should lay down clear 
instructions in this regard. 

The sanctioning of estimatE's is an invio-
lable part of financial control and sanction 
should invariably precede the expenditure and 
not follow it. As for the present case, the Board 
of Directors of the IDPL should finalise the esti-
rnat-es and send them to Government for appro-
val if it has not already been done. 

The Chairman, IDPL, informed the Committee 
that in the case of Hyderabad Project, the com-
pany would attempt to improve its profitability 
over a period of time by improving in technology, 
larger degree of formulations and by introduc-
ing some additional items. The Secretary of 
the Ministry of Petroleum & Chemicals, in his 
e~id:nce before the Committee, was more opti-
mlstic over the working result of Hyderabad 
Project. He stated that it was likely to (lam • 
prpfit of Rs. 57 lakh:s per annum. Thus, conftict-
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tng opinions on the profitability of the Project 
are being held by the company and the Govern-
ment. This matter requires looking into. The-
Committee hope that estimates of profi-
tability will be worked out soon. At any rate, 
the working of this' factory should be carefully 
watched and it should be ensured that all possi-
ble measures are taken so that losses do not occur. 

The Commit~e are not convinced by the rea-
sons advanced for the wide disparity in the 
estimated co!>t of production in 1961 and the latest 
estimates particularly in the case of Rishikesh 
Plant, where it had risen by more than 70 per' 
cent. The estimates of cost of produc~ion were 
stated to have been prepared in 1961 with a view 
to help the GOV'ernment to take a basic decision. 
about the desirability of setting UP the Plants. 
Such figure!': should be realistic and not based 
on inadequate, insufficient and incorrect data. 
The fact that the Rishikesh Plant would still 
lea~ a margin of profit, is no iustification for 
deflecting from this principle. 

The GoveL-nment ;.hould have kept a closer 
watch over the rise in the estimated cost of pro-
duction. The company should have also speci-
fically brought this fact to the notice of the 
Government. The Committee recommend that 
Government should lay down a procedure 
whereby the undertakings keep Govern-
ment informed of substantial increases of this 
nature. 

The Company should try and obtain figures 
of costs of prodUction in Russia and other foreign 
countries and also that of Indian manufacturers 
and compare them with their own. Such com-
parison would enable the Company to .know how 
the cost of producticn stands vis-a-vis others and 
to .able the.n to reduce them where the com-
p..Irison i<; unfavourable. . 

In accordance with the aims of a welfare State, 
all the modern life-saving drugs should be made 
available within the reach of ordinary people. 
It should, therefore, be one of the objectives of 
the IDPL to bring these mdicin~s to the public 
at reasonabl~ prices. This being so, it would uot 
be justifiable for the IDPL to continue to base 
its prices on the existing market rates. Due to 
lack of experience there might be some jusU· 

"---_._ .. _ .. __ . -----
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fication for th~ Company to base its prices o~ 
the existing market rates in the beginning but 
it should within a year or so of commencement 
of production, take steps to redUce the selling-
prices to a reasonable level. 

The Committee suggest that there should be a 
pooled price for the antibiotics produced in 
the Pimpri and Ri3hikesh factories and the 
prices of the antibiotics should be reduced. This 
would not present any difficulty if the two fac-
tOTies are under a Common Management, 8!1 
suggested in para 60. 

The Rishikesh and Pimpri Plants should keep-
abreast of changes in production technology in 
the manufacture of antibiotics taking place in 
foreign countries, and introduce them in their 
factories. Thereby they can bring down the-
cost of production of antibiotics and make them 
available to the public at cheaper rates. 

As in the case of drugs, it should be the aim of 
the Management to see that these surgical ins-
truments are made available to surgeons and 
hospitals at reasonable prices. The pricing should 
be based on a cost plus basis and every effort 
should be made to keep the costs down. 

The Comp8I}y has not, so far, taken a final 
decision regarding the marketing of its products. 
In fact, in the case of Rishikesh and Hyderabad 
projects, the Company was still at the stage of a 
market survey. Marketing is a very important 
matter and as the factories will be going into 
full production shortly, it is necessary that the 
Company formulate the policy in regard to the 
marketing of its products at a very early date. 

While welcomin~ the decision to sell the pr(>o-
ducts of Rishikesh and Hyderabad Projects in 
bulk to buyers directly, the Committee would 
recommend that the IDPL should appoint its 
own agents instead of selling through the exist-
ing whole-sellers only. 

All Government Hospitals should obtain their 
purchases of drugs and medicines directly from 
Government-owned. factories instead of through 
private seoUing agents. This would keep thft 
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prices down at which the hospitals, would r~eive 
their supplies and also prevent adulteratlon of 
medicines at an intermediate level. 

The Soviet team of Experts who visited the 
country in 1956 had laid special stress on the 
necessity to have a proper research organisation 
in the country in order to succes&fully achieve 
the programme of creating indigenous produc-
tion of essential drugs and vitamins. In this ('on-
nection they had suggested entrustin~ various 
problems relating to manufacture of synthetic 
drugs to the Fuel Research Institute, Dhanbad, 
Central Food Technological Institute, Mysore and 
School of Tropical Medicine, Calcutta. Further 
they had also recommended establishment .of 
closer contact between Research Pharmaceutical 
Institutes of this country and Russia. 

It has not been possible for the Committee to 
enquire in detail about the progress of research 
in each of these lines, but from the information 
placed before them, they gathered that sufficient 
stress on research facilities has not been given 
by the Government of India and the Company. 
As correctly pointed out by the Russi.an Experts 
it is necessary to conduct fundamental research 
in case the country is to produce drugs based 
on vegetable and animal raw material available 
in this country. A proper scheme for L"esearch 
should be planned after consulting all the knf'wn 
authorities on the subje~t in the country. The 
la.boratories attached to the Rishikesh and 
Hyderabad Plants should also be manned by 
competent and senior scientists who :should try 
to evolve drugs and antibiotics based on vege-
table and animal raw material!,; of Indian origin. 
The country possesses a great tradition in the 
field of Ayurveda which has specialised in the 
use of medicinal plants for curative purposes. It 
might be profitable to do research on these plants 
and synthesise the-ir properties into drugs and 
medicines. Unless raw materials of Indian origin 
are used. our dependence on foreign manufac-
turers will not cease. 

The Report of the Indian Pharmaceutical De-
legation (1964) high-lighted the importance at-
tached to the pilot plant studies in almost all 
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the factories visited by them in Europe, U. K. 
and U. S. ·A. Experimental work conducted in 
1hese Plants help in determining the possibility 
of adopting a laboratory process on Plant scale. 
In the case of synthetic drugs, two genera] types 
are in use. In one type the Plant is designed for 
the study of a specific product. After the study 
is over, the Plant is dismantled. The other type 
is installed as a fixed set un and it is used for 
studies of a variety of process and products. 

The principles enunciated by the Delegation 
will no doubt be adopted in the laboratories at-
tached to the Plants. 

The Committee recommend that the research 
work at the laboratories of the Hindustan Anti-
biotics, Pimpri, the Central Drug Research Ins-
titute Lucknow and the Rishikesh Plant should 
be pr~perly co-ordinated. The work should be 
done under the supervision and guidance of one 
authority who should direct the various research 
projects, both of fundamental and applied nature~ 

New and better antibiotic drugs are being 
produced through advancement of technology. 
It is necessary to keep abreast of the latest cie\'e-
lopments in the field so that this country can 
catch up with the developments taking place 
elsewhere. It is here that the laboratory and the 
pilot plant at the Rishikesh Project can playa 
vital role. 

The Hyderabad Plant should see that its labo-
ratory gives due importance to these two aspl.'Cts 
of the research work. Being the Plant with the 
largest product mixJ it is necessarY' that its re-
search work shoula also be more broad-based 
and extensive. The Plant should also maintain 
coordination with the Fuel Research lnstitut£>. 
Dhanbad, the Central Food· 'l~echnological Re-
search Institute, Mysore and the School of Tro-
pical Medicine, Calcutta, as also the Research 
Institutes in foreign countries. 

S7 As the research work is more of an applied 
nature, adequate equipment necessary ior the 
purpose should be provided. It would also be --_ ...•. _-------------

2911 AlI LS-5. 
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useful for the Design and Development Unit of 
the Plant to obtain suggestions for 11lodifications 
of instruments from the surgeon.; who actually 
use such illlstruments. If this liaison with emi-
nent surgeol'lS is properly <rarried out, very use-
ful results in this field can be achieved. 

The Committee feel it would be appropriate 
for Ministry of Health to be in charge of the 
IDPL. projects, because they had to plan the 
the entire health programme of the country in-
cluding the requirements and supply of drugs 
and suTgical instruments. The Ministry of Pet-
roleum and Chemicals has, at present, necessa-
rily to· consult the Ministry of Health at each 
stage in regard to the development of the indus-
try in the public sector. By placing the IDPL. 
under the Ministry of Health, the consultations 
would be direct instead of through an interme-
diary~ 

Aa regards merging the Hindustan Antibiotics 
factory ad the Rishikesh factory, there is no 
doubt that by having a common management 
a common Research and Development Unit and 
a common Sales Organisation, considerable eco-
nomy can be effected. The difllculty about 
maintaining secrecy of production methods does 
not appear to be unsurmountable. It will per-
haps. have to be observed so long as foreign ex-
perts are there. Once they are gone the mana-
gement of the factories in the public sector 
could be combined. 

The Committee agree that the consideration 
that it would facilitate consultations with 
Mis Technoexport, the Technical Consultancy of 
the N.I.D.C., the D.G.S.&D., the D.G.T.D. and 
the Drug Controller if the Headquarters of the 
Company remained in New Delhi, is vital during 
the formative stage of the Company. Once the 
factories have been established, there would be 

. no occasion for any large-scale consultation with 
the authorities mentioned above. Thereafter the 
Headqullrters of the Company should be shifted 
to Hyderabad which apart from being central, 
would atleast be nearer to two plants. 

The personnel requirements of the three Pro-
jects should have been finalised earlier and the 
work load of various categories of staff fixed 
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.... ith a view to determine the exact number of 
perBOns required in various sections of the fac-
taries. Toar:rive/ilJt these norms of work loads, 
due consultation should have taken place with 
the ,Soviet authorities. After having fixed the 
personnel requirements, efforts should have 
been made to recruit the necessary sta1! and 
commence their training so that they may be 
in position by the time the factories were com-
missioned. The Directors should immediately 
finalise the personnel requirements of the facto-
ries. Once the decision has been taken in regard 
to the number of staff to be employed in each 
category in each factory, that figure should be 
adhered .to . .surplus staff exists in many facto-
ries in the Public Sector and the IDPL should 
curb such a tendency in their own factories. 

It was stated th8ta large number of peo-
ple were on deputation because in the begin-
ning, the Company had to borrow experienced 
people to get the work going. Since the factories 
have almost started production, the deputation-
ists should now be given an option to remain 
with the Company or return to their parent 
offices. It would .not be desirable to keep lar.ge 
number of deputationids, especially on non-
techwcalposts which apart from being more 
-expensive, is not conducive to efficiency, as the 
aeputatiooists keep 'looking to their parent om-
ces for -betterment . of their prospects. 

The Committee noticed in this connection 
that a numberQf junior st8ft like peons, drivers, 
typists, JuniQr Assistants etc. were on deputa-
tion. While it might be neoeasary to get experi-
eocedstaff for ,a new project, 'it does not appear 
justi.5.able to get peons, driv.ers and typists on 
deputatiOI1, as they are available in the market. 

70 Much progress doos not appear to have been 
made .in the setting up of ancillary industries 
both atRi.shikesh as well as Hyderabad. Whereas 
the plants would soon go into production, the 
ancfilary industries are yet at ,the stage of 
'licences'. Further, in the case of Rishikesh 
Project the ancillary industries so far licensed' 
are only of the postproduction type. The Com-
pany should immediately take up the matter of 
setting up of the industries expeditiously with 
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the respective State Governments. In case pri-
vate enterprise is ·not forthcoming, the Company 
should enter into firm contracts with outside 
suppliers to ensure that the production pro-
gramme does not suffer because of the delay in 
establishing ancillary industries. 

The Committee feel that dependence on fore-
ign manufacturers for the supply of ~are parts 
is extremely unsatisfactory specially as the pro-
duction technology is constantly changing, 
thereby resulting in changes in the equipment. 
The Company should persuade the Soviet Party 
and the other East European Suppliers to give 
the drawings of all the spare parts of the equip-
ment so that they could be fabricated in the 
country. 

The progress made in setting up of the repair 
and mechanical shops is not satisfactory. 
Whereas these shops should have been set up 
before the construction of the plant, they are 
going to be set up now. These mechanical shops 
could be equipped to manufacture spare parts 
also. 

It was stated in regard to soyabean, an im-
portant raw material which is required in subs-
tantial quantities that certain samples grown in 
the Kangra valley and Dehra Dun had been sent 
to Soviet Russia for analysis with a view to find 
out their suitability. This is a matter which 
should have been taken up three or four years 
a~o. If the local variety was unsuitable, the 
right variety could have been introduced from 
abroad. This would have ensured that by the 
time factory went into produ~;on all the soya-
bean reQuired would be available in the coun-
try. Similarly. it would have been possible to 
obtain items like potato starch, lactose etc. from 
indigenou <; sources. Steps should be taken im-
mediately to investigate the possibilities of pro-
ducin~ in the country all the thirty-two raw 
materials which have now to be imported. 

74. The possibility of usin~ tapioca which is 
pre-eminently starch, as a raw material in the 
preparation of antibiotics should be examined. 
This is a field which is probably untapped so 
far and if research could be conducted success-

.. -... _.-.-._--._---
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fully for its utilisation, it will be beneficial to 
the plant because tapioca is grown in abundance 
in the country. 

3S 84 It was stated that chlorotetracycline would 
be converted into titracycline by process Af de-
chlorination and that assuming that DMCT re-
placed titracycline to an appreciable extent it 
was possible to switch production from one pro-
duct to another. The Committee are not too sure 
if the problem is as simple as it is made out to 
be. It may not be advisable for the Company at 
this stage to change-product the mix because that 
might delay the COmmissioning of the project. 
But it is necessary to review the quantities to be 
pr.)duced under each item in' the light of the 
survey at present being conducted_ As soon as 
the result of the survey is known the change in 
product mix should be carried out without 
delay. 

36 86 The designing of all the buildings should have 
been entrusted to the Indian Engineers. The 
Indian Engineers have designed factory build-
ings of a much more complicated nature in the 
public sector and this work in the Antibiotics 
Project could have been undertaken by them. 
The Committee would draw the attention of 
the Company to their recommendation (para 118 
of the Eighth Report on Township and Factory 
Buildings) . 

37 88 It was stated that in the Rishikesh Project 
thO! contractors had to be changed due to slow 
progress and in the others because the quality 
of work was not found satisfactory. If only the 
right types of contractors had been chosen in 
the first instance this difficulty would not have 
arisen. 

38 94-9S The IDPL did not have the information in 
regard to the number of intermediates required 
by them which would be taken up for produc-
tion in the Hindustan Organic Chemicals Ltd. 
Being a matter of vital interest. the IDPL should 
normally have watched the progress in this 
regard. The company should take up this matLer 
immediately with the Hindustan Organic 
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Chemicals Ltd., and induce them to produce its 
requirements. 

The Chairman, IDPL stated that the Hindu-
stan Organic Chemicals Ltd., might manufactune 
some of the items only if they were able to 
obtain outside {)rciers in -addition to the IDPL's 
orders, as the requirements of the Hyderabad 
factory might not enable .an economic production. 
This bemgso, it was all the more necessary for 
the IDPL to have taken up this matter with the 
Hindustan 'Organic Chemicals Ltd. 

Early .action is needed to determine the total 
requirements of the intermediates for all the 
pharmaceutical and drug factories and set up 
plank for producing them. The Committee 
realize that no country can be absolutely self-
sufficient in all intermediates, but an import of 
Rs. ]. 75 crores of intermediates by the IDPL 
alone is something which cann-ot be viewed with 
equanimity. 

It is obvious that the demand for Vitamin 
'C' in the country is far in excess of the existing 
production. In view of what was stated by the 
Indian and Soviet Experts in their Reports of 
1956. and 1958, the Hyderabad Plant should have 
taken up the manufacture of this Vitamin from 
the .beginning. The Committee hope that early 
steps will be taken to do so. 

Since the prOfitability of the Synthetic Drugs 
Plant dependslwgely on formulations it 
would bewortbwbile reviewing the formulation 
programme of the Plant both in terms of quanti-
ties llnd the varieties to be formulated. There 
should not be a multiplicity of formulations 
merely for the aakeof earning larger profits 
but the factory should take up formulations 
found useful on clinical considerations or those 
that are widely prescribed by the medical pro-
fession, The Government might have this aspect 
examined 'by competent persons. 

I I I The Committee are of the view that the choice 
of the location of the Synthetic Drugs Project at 
Hvderabad was not a happy one because the uispo-
981 of effluents has created a very big problem for 
the factory. 1t will also invOlve incurring of 

-------------_._-- ---------
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enormou.s e.xpenditm-e which could have been 
avoided if the Drug Projects Location Commit-
tee of. the Planning _ Commission had heeded the 
ady;.ce of the experts. 

All. the trouble and expenditure connec-
ted wUh the problem of eftluents disposal could 
have been avoided if the factory had been located 
near the sea in which case the effluents could 
have been easily discharged into the sea. The 
Committee hope that the Company will soon find 
a permanent and cheaper solution to this problem. 
The Public Health Department of the Govern-
ment of Andhra should also be associated with 
the final decision so that It does not lead to any 
public hazards. 

The eftluents are stated to contain ~h 
perceutage of sulphuric acid and if it could De 
separated it could be used to prepare super 
pheaphats, a valuable fertiliser. Research should 
be carried out in regard to this as its succees will 
in1iuence the financial results of !he factory. 

It is necessary for the Company to be 
defini.te about obtaining the steel requirements 
particularly the exact (late by which the steel 
mills will be able to effect supplies so that the 
Company could arrange for necessary imports 
during this period. The Ministry of Petroleum 
& Chemicals should take up this matter urgently 
with the Ministry of Iron and Steel to ensure 
that the required quantity and quality of st~ is 
prociuced in India to meet the demands of the 
Madras factory. 

It is clear, that Madras factory has made 
only a begiolling both in terms of types of sm-gi-
cal instruments and their quantity and the pro-
duction will touch only a fringe of the problem 
of indigenous manufacture of instruments l'e- I 
quired oy the country. The Committee hope 
that after gainin, experience the factory will be 
able to increase Its production to satisfy the re-
quirements of the country to a larger extent. 

The Government should, in consonance 
with the policy of encouraging indigenous pro-
duction of surgical instruments, give all possible 
assistance to small scale producers of surgical 

-----... --
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instruments and help them to produce instru-
ments of good quality to meet shortage in the 
country. In mct, the small scale producers should 
be treated as complementary to the Madras fac-
tory and Government should apportion the pro-
duction of various instruments between them so 
that the country's needs are adequately met and 
unhealthy competition avoided. 

In view of shortage of surgical instru-
ments it might be advisable to incre85e the 
capacity of the forging shops in the Surgical 
Instruments Plant in order to make surplus for-
gings so produced available to small scale pro-
du(!ers of surgical instruments. 

The input-output ratio for the Surgical 
Instruments factory appears to be on the high 
side. The Ccmpany should compare the input-
-output ratio of this factory with similar figures 
of factories in other countries with a view to 
increasing its productivity and bettering its 
capital-output ratio. 

Since the Surgical Instruments Project 
is located in Madras city and the factory is well 
served by good public transport, it is perhaps 
not necessary to have a large township. The 
factory should economise on township during its 
expansion. 

It is doubtful if the variations in the 
unit cost of construction of township in the 
Surgical Instruments Project exist to the extent 
of 50 per cent over the rates at· Hyderabad. 
Nevertheless the matter requires looking into 
with a view to bringing down the future cost of 
construction. 

The Committee had in in para' 13 to 17 of 
their Thirteenth Report, on Management 
and Administration of Public Undertakings dealt 
with the faulty techno«onomic study made in 
regard to the Phyto-Chemical Project. It is appa-
rent that the infructuous expenditure amounting 
to Rs. 33.02 lakhs could have been avoided if a 
more careful assessment of the availability of raw 
materials had been undertaken. 

-------- ._---
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The Committee would draw attention to 
the recommendations made by the Soviet Ex-
perts who visited India in 1956 and 1958 regard-
ing the very great necessity of producing drugs 
and medicines from Indiair medicinal plants. 
With the abandonment of the Phyto-Chemical 
Project, a great possibility in this direction has 
been lost. The Government should further ex-
plore the possibilities of establishing a Phyto-
Chemical Project in the public sector and ex-
ploit the large variety of ftora in the country for 
the manufacture of life saving drugs and medi-
cines. 

The main intermediates for the production of 
synthetic caftein are Urea and Cyanomalonic 
ester. India already produces Urea and other 
intermediates are expected to be produced in the 
country in three or four years. The Synthetic 
Drugs Project, Hyderabad should examine the 
possibility of manufacturing synthetic cafteine in 
order to meet the needs of the country. 

The Committee regret that in apite of the 
great . importance of the Glandular Products 
project, practically nothing has been done even 
in regard to the preliminary research required 
before the setting up of the project. The Com-
mJttee feel that either the research work has 
been entrusted to wrong hands or that the Instf-
tute is not taking the interest in the matter as 
it should. Gove1'DJD8Dt should examine the 
causes of the delay aDd ensure that the neces-
sary investigations are carried out expedftioualy. 

Even after a loan of Ra. 9' 52 crorea w .. 
offered by the Soviet Union in April, 1958 it 
should not have taken four years for the Gov-
ernment to put the proposals for setting up the 
pro,ects into concrete shape. Besides the delay 
in the initial stage, there had been some pr0-
crastination during the construction stage. Un-
like most publJc undertakings, this Company'. 
activities con.eerned the welfare of • very lar~ 
proportion of the pubUc and hence a 8enIe Of 
urgency which is apparant. now should have 
been shown from the begfDnfng. 
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Out of the three projects of the company, 
only one hal been commissioned so far. As such 
the Committee is not in • position to comment 
upoa the operational efficiency of these projects. 
But the one disquieting feature of which the 
Company maIl havetG take care is thp. tendency 
towards rise in the estimated cost of production. 
The· Committee was alarmed at the rise of about 
70 per <!ent in the cost of production envisaged 
BIt Rlshiketth. The Company and the Govern-
ment should 'take appropriate action to bring it 
down. 

The Government shoUld also endeavour to set 
up projects for the preparation. of Phyto-Chemi-
cals and Glaftdular 'prodtic!ts, for which alr5CIy some spade work bas beeR done. 

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