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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-Fifth Report on the Kerala Premo Pipe Factory 
Ltd., Trivandrum. 

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

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

3. The Report is based on the examination of the working of 
the Kerala Premo Pipe Factory Ltd. upto the year ending 3'1st March, 
1965. The Committee took the evidence of the representatives of the 
company and the State Government Officers concerned on the 2nd 
February, 1966, at Trivandrum. The Report was adopted by the 
Committee on 11 th April, 1966. 

... The Committee wish to express their thanks to the officers of 
the Kerala State Government and the Kerala Premo Pipe Factory 
Ltd. for placing before them the material and information that they 
wanted in connection with their examination. 

NEW DELHI; 
April 15th, 1966. 
CIuliira 25, 1888 (5). 

D. N. TIW ARY, 
Chairman, 

Committee on Public Undertakings. 
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lDSTORICAL BACKGROUND • 
Prestressed concrete pipes are now standard for watel' 

supply mains in the range of 400 mm. to 1200 mm. dia-
meter. Their production requires minimum capital outlay 
while these pipes combine hydraulic efficiency with longer 
working life and less maintenance cost. Besides, a con-
siderable portion of the raw materials used in their manu-

'facture is obtained from local sources, and the use of criti-
cal materials like steel or cast iron is reduced to the bare 
minimum. Factories manufacturing prestressed concrete 
pipes, being economical and smaller than cast iron pipe 
factories can with advantage be located near the centres 
of consumption. 

2. It is estimated that the demand for prestressed con- Demancl 
crete pipes (400 mm. to 1200 mm. diameter) in the in the 
country will be of the order of RH. 7 crores per annum country. 
during the Fourth Five Year Plan period. The National 
Water Supply and Sanitation Committee (1960-61) and 
the Modak Committee on Plan Projects have emphasised 
the need for increasing the production of these pipes and 
establishing regional production centres. 

3. The Indo-Norwegian Foundation set up in 1956 a Settin, 
prestressed concrete pipe manufacturing factory at Chavara ;P 0: th~ 
to provide concrete pipes for the water supply to Quilon ~~:;L 
Town. After that work had been completed, the Founda-
tion made a gift of it to Kerala Government on tho 1st 
September, 1959. The factory did not function from tl10 
1st September. 1959 to the Z1st December, 1960. FlOpl 
22nd December, 1960 to 1st Nov~, 1961 tho State 
Government worked the factory depa$len~lly.The J(crala 
Premo Pipe Factory Ltd. was· then formed which !took 
over the operation {)f this factory op th~ l,t Noyember, 
1961. The Company is at present producing pre-~tressed 
concrete pipes in 400 DUD. lind 7()Q ,nmt. staqdard intemal 
diameters, and ordinary re-iJifDrced concrMPpi~ "100 1DJ1I. 
to 450 mm. dia for water supply and dr~age, etc. 



Reasons 
for low 
produc-
tion. 
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PRODUCTION 

A. Rated capacity vis-a-vis actual production 
4. The present rated capacity of the factory is stated 

to be 4500 prestressed concrete pipes of two sizes (400 mm~ 
and 700 mm.) per annum in two shifts. The actual pro-
duction during each of the last three years was asfollows:-

Production Item 1962.~63 1963-64 1964-65 

(I) 700 mm. dia. 'B' Class 
pipes 187 401 

(2) 700 mm. dia. cA' Class 
pipes 913 1079 1469 

(3) 400 mm. dia. 'B' Clan 
pipes 270 lIS 495 

(4) 400 mDt. di •. cA' Class 
pipes 518 ISO S 

1888 1745 1969-

S. It would thus be seen that the productivity of the 
factory has been below 50% of the rated capacity during 
each of the last 3 years. This was attributed mainly tOo 
restriction of production to anticipated sales and want of a 
vigorous sales and production policy. Restriction of manu-
facture to two sizes was stated to be another reason, with 
the result that the factory was working only one shift. It 
was further stated that no specific targets of production 
were set as the factory was only trying to me« the needs of 
the State Government and Semi-Government bodies. There 
was a sales resistance to the use of Premo Pipes as cast 
iron pipes were the traditional material. Thus, due to the 
difficulty on the sales side, a secondary line of production of 
RCC pipes was started to keep the factory going. The: 

2. 
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details of RCC pipes manufactured during each of the last 
3 years are given below:-

RCC Pipes 100, I,SO, 
& 200 mm. dj~
meter 

RCC Pipes 2,SO, 300, 
375 & 450 mm. 
diameter non-

No. Value No. Value No. Value 
R.. Rs. RI. 

1200 71.,000 n8,S 78,210 

pressure type ,S 

RCC Collars of 
sizes 

6. The production and marketing of RCC pipes have 
yet to be stabilised. 

7. The Managing Director did not consider the above 
position as satisfactory and informed the Committee, during 
evidence, that the following steps were being taken to 
improve the position:-

(i) designing a large range of pipes with the help 
of the Trivandrum Engineering College. 
Action was stated to have been initiated to 
fabricate additional moulds and equipment for 
manufacturing pipes of sizes other than 400 
mm. and 700 mm.; and 

(ii) Contacting different departments and submitting 
tenders for the works, suggesting prestressed 
concrete pipes as alternative. 

8. From th~ for~going. it would be seen that ~ven fiv~ 
y~ars after the setting up of the Kerala Pr~mo Pip~ Factory 
Ltd., th~ factory is not being run to its full rated capacity. 
Th~ factory was no doubt given by the Indo-Norw~glan 
Foundation as a g/ft but the productive resources should 
have been fully utilis~d. It was expected of the Manage
TMnl of the company to study the pottern of demand for 
prestressed concrete pipes at the very beginning and to 
lIITang~ production accordingly. 1t;s surprising that us
,lIe the many advantages which the use of pr~ltres8ed con-

Meuur. 
beinl 
taken to 
improve 
the 
pOlition. 

Commit.. 
tee'IOb-
servatJorw.. 



crete pipes offers, over cast iron pipes, the company has not 
been able to promote tlteir sales. It is also surprising thlll 
the State Government did not insist on its full productive 
capacity being utilised. What is worse, the policy of restrict
ing production of prestressed pipes to the orders received 
has been followed all these years and, in order to utilise tM 
available capacity, the production of RCC pipes had to be 
taken up. . •. - 9. The steps now being taken should result in greater 
production and optimum utilisation of the plant and equip
ment on a two-shift basis. 

B. Marketing 

10. As regards the absence of sales promotion efforts 
referred to earlier, the Committee learnt that the company 
had not appointed any commercial officer for marketing of 
goods. The Managing Director himself contacted the 
customers, for promoting sales. The company had also not 
developed a Designing and Tendering Branch. 

11. During evidence the Managing Director stated that 
for setting up a Designing and Tendering Branch they would 
require a capital of Rs. 1.25 lakhs and a recuning expendi-
ture of Rs. 40,000 per annum as follows:-

Capital Cost: 

(I) Capital cost of setting up or testing and design 
laboratory 

(2) Building . 

ReCUn1711 Cost: 
(I) Designing Engineer 
(2) Commercial Manager . 
(3) Two Draftsmen 

. '., Laboratory Assillants. 
(5) ,Other SWf & Labour assistance 
(6)Cott of testing materials etc. 

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

RI. 

75,000 
50 ,000 

9,000 
6,000 

4,800 
3,600 
8>400 

8.aoo 
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12. Fifty per cent of this cost would be debitable to 
quality control. The matter had not been taken up with 
the State Government as it might be considered too expen-
sive at the present production level. 

13. With the present rate of production which is below 
50% 0/ therated capacity, the sales 0/ the company are 
in the neighbourhood of Rs. 14 lakhs. These are expected 
to go up as the production increases. It is necessary thai 
a proper Commercial Department should be organised to--

(1) Advise clients on the pipes but suited to their 
needs: 

(2) Preparing tenders; 

(3) Negotiating prices and agreements with Plll'
chasers,' 

(4) NegotiaJing delivery and completion dates lot' 
<- pipes ordered from the factory; and 

(5) Initiating orders in the factory for pipes to be 
manufactured. 

14. The Committee feel that a Commercial Departmenl 
has a very important contribution to make towards the 
successful working of the company and a beginning might 
immediately be made in this direction, the Department being 
strengthened gradually as the production increases. Thl, 
would also enable the Managing Director to attend to other 
important matter.f. 

c. Cost of Produc:tioD 
15. The production cost and the value of sales 01 the 

factory during each of the last 3 years are given below:-

1962-63 1963-64- 1964-6~ 
----~-~-- - - --------- _. ----- -"._---,- ----

RI. R •. lb. 

Production cost 4,19,556 7,05,150 8,89.O$J 

Sal., 
Finished products 3>41•053 1~.02.91I 12,89>414 
Other items 6,257 61,358 1,24,634 

3.47,310 13.64,269 14,14,048 
.. ---.. ----~---- -_. -.. ----- ._--

Thus while the production cost of the company increased 
by 26% (from Ri. 7,OS,150 in 1963-64 to Rs. 8,89,OS3 ia 
1964-65), it did not result in a corresponding increase in 
the sales which increas~ by 3% only (from Rs. ) 3,64,269 



" 
in 1963·64 to Rs. 14,14,048 in 1964-65). This has been 
attributed to the higher cost of labour and raw materialsr 

particularly of cement and steel, while the sale price could 
not be correspondingly increased on account of the poor 
market. 

16. In this connection the Managing Director stated 
during evidence that labour which was already surplus had 
been rendered more surplus after the power cut and he had 
recommended retrenchment to the extent of 30% for 
approval of Government. The sale price of pipes had not 
been increased because the Chief Engineer of Public Health 
Department, who were the main consumers, "would have 
objected". It transpired that standard costs of various 
pipes had also not been determined. 

17. It is obvious that the practice of seUing the Premo 
Pipes produced by the factory to the State Government 
Departments/ Statutory Bodies at the old rates, after its 
production costs had gone up due to incre~'e in the cost of 
material and wages, cannot be continued. Sales price has 
to be determined in relation to the cost of production. The 
present po.licy is, therefore, neither sound nor economical 
in-as-much as it has resulted in fall in profits and needs to 
be changed immediately. 

18. The company should also determine standard cost 
for various types of pipes and periodically compare it with 
their actual cost of production. The reasons for wide varia
tions, if any, should be investigated and timely measures 
taken to bring them down so that the selling price leaves an 
adequate margin of profit to the company. 

D. Stock of finished goods 
19. The Committee noted that finished goods of the 

value of Rs. 7.10 lakhs, Rs. 4.61 lakhs and Rs. 3.76 lakhs 
remained unsold at the end of 1962-63, 1963-64 and 1964-
65 respectively. They were informed that this was due to 
the fact that the factory was originally set up to manufac-
ture pipes for only one water supply scheme. The Indo-
Norwegian Foundation did not think of any publicity for 
future sales of these pipes. The technical advantages of 
these pipes and their usefulness had to be advertised after 
the company was formed and new market created. Sales 
were not commensurate with the production schedule. 
Further, for pipes of big sizes, major orders for one com-
plete pipe line were placed at a time. Therefore, there were 
bound to be large quantities of finished goods in stock. 

20. With the setting up of the Commercilll lHpartment 
recommended in paragraph 14, the situation should im
prove $0 as to avoid funds bein, locbd up in FinishM 
IOOds. 
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E. MaiIIteuace 

21. The expenditure on the maintenance of plant uti 
machinery etc. increased from Rs. 26,074 during 1962-63 
to Rs. 61,598 during 1964-65 because the machines had 
become old. The system of preventive maintenance hu 
not been introduced in the factory. It bas been stated that 
the working life of the present plant would end in about 
five years if substantial replacement of machinery is not 
taken in hand soon. The approximate cost to be incurred 
in the next 3 years for an effective rehabilitation of the 
present plant, without resiting it, is stated to be:-

Ci) Replacement of machinery & spares 

(i.) Erection charges etc. . 

Rs.lakhs 

5'00 

7'00 

22. In this connection, the Committee were informed 
that proposals for the purchase of one set of imported itemJ 
and equipment already available in India had been sub-
mitted to Government, but no final decision had been take. 
regarding machinery to rehabilitate the plant or to resite it. 

23. The question of resiting the factory at Cachin Iuu 
been discussed in para 58. The Committee recommend 
that the managt>ment of the company and the State Govern
ment should give top priority to the rehabilitation of this 
plant and in the meantime ensure that old machinery is re
placed and proper maintenance arrangeme,.s are introduc
ed in the factory. The regular system of pre.ventive main
tenance should also be introduc~d. 
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not made. 

DUfteulu.. 
experi-
enced. 

m 
FINANCE AND ACCOUNTS 

2.... The authorised capital of the company is Rs. 50 
lakhs. The issued capital on 31st March, 1965 was 
RJ. 12.50 lakhs. Of the issued capital, 500 equity shares 
of &S. 1,000 (Rs. 5 lakhs) were allotted as value of the 
assets of the factory and ancillaries. 750 equity shares of 
&S. 1,000 each (Rs. 7.50 lakhs) were allotted to the Kerala 
Government for cash. 

A. Assets taken over from Government 
25. From the Auditors' Report, it was noted that final 

settlement regarding the assets taken over by the company 
from the Government in 1961 had not been made till Sep-
tember, 1965. The Committee were informed during evi-
dence that there was no particular reason for delay in the 
settlement of assets but there was no feeling of urgency to 
settle this question. On a subsequent valuation the assets 
transferred to the company were found to be Rs. 7.48 lakhs 
in excess of what was paid to Government in the form of 
shares (Rs. 5 lakhs). The excess was shown as a surplus 
of assets over liabilities in the Balance Sheet. The Secretary, 
Public, Health and Engineering Department stated that a 
final decision regarding extra assets would soon be taken. 

26. The Managing Director stated that the matter could 
have been settled within three months of valuation, if the 
principles had been settled. 

27. The working of a company can be judged by com
paring profits with its total issued capital. To the extent 

. the issued capital is not correctly shown the working results 
would not give a correct picture. The final decision regard
ing settlement. of surplus assets should be taken without 
further delay so that the annUlll reports give 4 true picture 
of the working of the company 

28. The Committee further recommend that in settling 
the matter, the desirability of advancing fifty per cent 0/ the 
funds required by the company. in the form of loans might 
.Iso be considered. 

B. Working Capital 

29. It has been stated that increased working oapital is 
rcquh:ed to comply with the orders for pipes which usually 
are tbr considerable quantities. Further the factory should 

g 
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at least undertake to m4nufacture one, or more sizes of pipes 
to meet probable demands. This would entail an additional 
capital investment of about Rs. 7 lakhs. The company had 
not been able to raise loans from the Banks or the State 
Government so far. It also did not declare dividend in view 
of the shortage of working capital and the difficulties of 
obtaining credit for working funds. 

30. During evidence, the position of working capital and 
available liquid source of the company was stated to be as 
foUows:-

31-3-1963 
31-3-1964 
31-3-1965 

Working Cash and Stores, 
capital store cash re-

quired for 
(Rs.) 6 months. 

31. It was represented that aboutRs. 1.66 lakhs were 
due from P.H.E. Departments for goods supplied over 
6 months back. The bills for supplies of RCC pipes had 
not been fully accepted and the matter was under dispute. 
Government Departments were not good paymasters and a 
delay upto 6 months was stated to be usual. Further the 
company had to make heavy advance payments for raw 
materials. The Secretary to Government informed the Com-
mittee that a Bank had agreed and sanction for borrowing 
to the extent of Rs. 3 lakbs was expected to be accorded 
shortly. 

32. While the genuine difficulties of the company for 
working capital should be looked into and solved, the Com
mittee feel that, at the present rate of production (Rs. 8.89 
lakhs during 1964-65), the company should not have experi-
enced any difficulty for want of working capital which, in 
their view, should not exceed 3 months' production. ludged 
from this standard, the company would appear to have sur
plus funds. The State Government should look Into the 
matter. 

33. As regards the outstandings which are comparatively 
large, the Committee suggest that the reasons therefor should 
be enquired into and steps taken to ensure prompt payment 
by the Government Departments concerned. To avoid un
necessary delays, the feasibility of charging interest on pay
ments made after a reasonable period might be examined. 
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C.Pro&" 
34. The financial results of the working of the compaay 

during each of the last 3 years are given below: 

Year 

1962-63: 
1963-64 
1964-65 

Profit %age of Profit 
before tax profits to after tax 

(R •. Jakha) net worth .. (Ra.lakhl) 

0·08 
2'26 
1 '54 

0'41 

11'47 
7'29 

N.A. 
1'06 

0'65 

35. It wquld be seen that the gross as well as net profiu 
of the company declined during the year 1964-65. Thi5 
has been ascribed to the higher cost of production and the 
sale price not having been increased in proportion to the 
increased cost. Further although the company has beeR 
making profits, it has not declared any dividend so far. 

36. As to the normal return in a factory like this, the 
Managing Director considered 10 to 15 per cent profit as 
reasonable. . 

37. The performarlce of the company has not bet'n satis
factory. The solution apparmtly lies in increasing produc
tion and utilising the idle capacity without adding to the 
fixed costs. The Committee recommend that vigor'*ts steps 
should be taken to improve the profitability of the company. 



IV 
OROANISATION 

. ~8. The management ot the company ~ests ina B,0ard 
.oj O~torS inCludfug tlic~agingDirector. The Manag-
fug Director attends to, J>'>licy, programme, company laVt' 
matters, prelimInary studIes of, new designs,. market etc. 
The factory and all normal routine of production, purchase 
and sales are under the <ijreot control of the General Super-
intendent who is assisted by the Chief Accountant. 

A. 80Iri 01 Dtredon .. (I)~ 
39. The Board of Dilectors ofKer8Ia Premo PiPe F~ tai1 .. , 

tory Ltd. consists of:- Chairman. 

(i) Secretary, Health and Labour Department, 
Kerala State; 

(ii) Joint secretary, P:W.D'., Kerala State; 
(iii) Joint Secretary, Ketaia State Fin:iiti6'e Depart:' 

ment; , " 
(iv) Chief,]~ngmeet" Public, Heailli' and EngineOrlrig 

Departinent, Kerala: State. 
(v) Chief Engi~, P.W.D., General and Irrigation.. 

Kerala State; 
(vi) Director of IndustrieS' and CoiilInC~rce, Ke.rala 

State; 
(vii) Managing DIrector. 

40. As to the reasons for appointing Secretary of Health 
and Labour Department as Chairman of the company, it 
was stated that Public, Health and Engineering Department 
was the main consumer of its products. As Secretary to 
Government he could see that the interests of his Depart-
ment were served and at the same time a higher rate was 
not charged for the pipes. 

41. The above explanation is not convincing. On the 
other hand, in spite of the predominance of official Directors 
.on the Board, the company has not been able to raise the 
.sale price of its pipes in proportioll to the increased cost of 
production. The pres~t a"angement has also other draw
backs. It leads to blu"ing of respon$ibilities of the Secre
,tary of the DePQ11ment, and the pfOposab of the Under
lak;ng~ to which he is a plII1y as ChlJirman 0; Member of 

£1.:.:, ,~:;\j;l:,. Wi. "Ut'ltt!" ,,!.r,.~ I; 'Ir~l',Ii"r," 
r.;:~.,j Il._ ..... l/r· .... __ ~l .... :]-. _ ............... ~ 1IJ1fS~·~f"~....,...·~, .•. _t4 
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the Board, cannot be examined impartially and independentr, 
in the Government Department. Moreover, it is not POSSi
ble for such an official to devote sufficient attention to the 
affairs of the undertaking in addition to performing his own 
duties. In view of this, the Government of India decided in 
November, 1961 that "no Secretary of a Ministry/Depart
ment shall be a member of any Board". This is a healthy 
principle and should be followed by the Kerala Government 
while proposing to appoint Secretaries as Chairmen of 
State Government Companies. 

(iJ) Appo- 42. From paragraph 39, it would be seen that' the Board 
J~tment of Directors of the Company is wholly composed of officials, 
~~~:;8 and no non-official is represented on it. It was stated during 
suggested. evidence that all the shares ,?f the company ,,:ere .held by 

the State Government and a hIgh percentage of its pIpeS was 
consumed by the Government Departments. The question 
of including non-officials had not, therefore, b.een considered. 

43. In this connection the Committee appointed by the 
Kerala State Industrial Development Corporation (1961) 
on Government..owned ·Industrial Units in Kerala State had 
observed that "care should be taken to see that a few non-
offic~als who have experience of industrial management are 
necessarily included in the Board". It had further observed 
that "in case the number (of Directors) is five. there may 
be two officials and two non-officials". 

44. In this connection, the Third Five Year Plan stated 
as follows:-

"Membership of the Board should be on the basis of 
ability, experience and administrative compet-
ence, and should be open to ...... persons 
from outside." 

45. In November, 1961, the Government of India 
decided as follows:-

"Government should have freedom to appoint per-
sons of general experience drawn from outside 
the undertaking both from officials and non-
officials. As regards appointment of non-
officials to Board of Directors the policy should 
be that no full time Director drawn from non-
officials should have any connection with busi-
ness. Part-time non-officia1 Directors may be 
appointed provided no question of conflict of 
interest, whether direct or indirect will arise 

('. . between the operations of tbepublic sector 
. op~rtlt.lc:jng to which they arc appointed and 
their own business interests". 
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,,46. The Committee feel that keeping in view the tasks 
to be performed .by the 80(Uds 01 Directors of State Qorem~ 
ment Companies, members ihereof might be drawn frt>m II 
wider sphere than at present so that experienced men from 
various non-official sources are included therein, care being 
taken that no one with a direct interest in the same industry 
in the private sector is appointed. . 

B. Staff 

47. The details of staff emoloyed by the company during 
each of the last 3' years are given below:-

31-3-1963 31-3-196,4 31-3-1965 

Office: 

Accounts and Stoma S 9 9 
Purchase & Sales 2 2 :2 
Bills 2 2 :2 
Peons 3 3 3 
Driver I I 1 

13 17 17 

M01Ithly: 

GeneraJ Foreman . 1 1 1 
, Production Supervisors :2 2 2 

Drivers 1 3 3 
Time office staff and watch 

and ward 9 12 12 
Supervisors 6 5 S 

19 23 23 ---

Daily rGted: 

Workers 85 83 81 
Casual 79 152 

GRAND TOTAL 117 ~ 213 

48. The Committee were informed that the strength of 
staff was detemlined by the Managing Director from time 
to time. No norms had been laid down. 
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50. It w.ould thus be seen that the factory is' overstaffed. 
As stated earlier, a proposal to retrench 30 per cent of the 
employees, without loss inp~uction, has been made to the 
State GOVernment. This was expected to result in.asavil).g 
of Rs. 90,000 per annum. 

51. To enable the company to achieve economic produc
tion as also secure adequate return on the capital employed. 
it is necessary that estimates of staff requirements are p~ 
pared realistically on the basis of a systematic work-stu,tJy. 
Norms should also be laid down for all categories of n4ff. 
As the establishment expenses account for a major portion 
of the cost of production these should be kept to the 
minimum. 

52. As regards the existing overstaffing a detailed study 
of the position might be made with a view to assessing the 
extent of surplus personnel and steps taken "1(1 ritilise them 
for the conttlmplated increased production ·.or othr!lt .estllb-
li~ments. I" .. 
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A. ~dministradoD ~ the Company-

53. The Kerala Premo Pipe Factory Ltd., although au 
industrial' concern, is un,<;ier the administrative control of the 
State Department of Health and Labour. The Secretary of 
the Health and Labour Department s~ted duri~g evidencet 
that he saw no harm in the present arrangement when the 
pipes produced by the factpry .were all conswned by his 
Department. Asked whether !he Jpdustries ;Department 
would not be in a more adval}tageous' po~itioil to look after 
this factory, the Secretary observed that personally he did 
not have any objection to the fqrmer taking it over and the-
position would have to be reviewed after the factory was· 
expanded tQ cater to cpnsumers ()ther than Public Health 
and Engineering Depa,rtment. 

54. From the general appraisal of the working of the
company, the Committee find that there flas not been suffi
cient planning of production. Sales promotion efforts have
also been lacking. These have resulJed in idle capacity an4 
consequently higher cost of production. The company also 
experienced various difficulties e.g. shortage of working capi
tal,' replacement of old machinery, which still remain un
solved. . The Committee felt that possibly these problems of 
the company might have been alunded to with 81'6" If it 
were under the Department of Iptlustr~s. 

B. Future Pl8118 and Prognunaae 

55. The Committee were informed that there was ampl~ 
scope for expansion of the prestressed concrete pipe industry 
in . ~ndia. Suchexpansioo should be by multiplying unit!. 
of the minimum size near the place of consumption rather. 
than by expanding an existing factory so that the tFaMpOifIt 
c~t of the product is kept down as lI,luoh as possible. : A 
majo~ portion of raw materiafs was easQy availabfe ~~up
out India. Such small units could be dismantfed and erected' 
at the ·new site within six months. The proper 10cati0n for 
a factory would, therefore, be near centres of c:onsumptioa.. 

1$ 



S6. On this basis the company was stated to have sub-
mitted the scheme summarised below: 

( 1) A new company called the Premo Corporation 
of India may' be formed. 

(2) The Kerala Premo Pipe Factory Limited might 
be merged into this. 

(3) The Premo Corporation, will progressively 
manufacture machines and specials for the 
industry in collaboration with M/ s. Noreno of 
Oslo, Norway. This will eliminate the Foreign 
Exchange content for manufacturing plants in 
3-5 years' time. 

( 4) The Premo Corporation will run 2 or 3 pipe 
manufacturing units in Kerala to meet local 
needs and train workmen for the industry. 

(5) The Premo Corporation will participate in enter-
prises in other States for manufacture of Pre-
stressed Concrete Pipes by offering some share 
capital, skilled knowledge and equipment. 

( 6) The Premo Corporation will organise research, 
development, standardisation and training in the 
industry. 

The cost estimates are:-

~a)Worbhop I Stage . 
(b) Cost of one unit in Alwaye 
(c) Central Organisation, Laboratory & Office 

(Rs. in Jakhs) 
20 00 

60'00 

15'00 

(d) Share Capital for participation as promotc-rs 
of new compani~ 

(e) Working capital 

oFWutan,: 
Equity shares (Foreign) 

Keral. Go"errment' 
Government of Jndi, 

TOTAl. 

Foreign C'Xchange 



Loans (Foreign) 
Loans (Indian) 

17 

(Rs. i~ lGIW) 

10'00 

,0'00 

57. This scheme had been forwarded by the Kerala 
Government to the Central Government for inclusion in the 
Fourth Five Year Plan. 

58. th~ Committee were further informed that the PHE Proposal 
Department of Government of Kerala was investigating the to put up 
possibility of introducing water supply schemes in the area a Fae:ry-
around Cochin involving usage of pipes costing Rs. 8 to 1 0 ~=n 
crores. They had suggested that the prospects of supplying . 
prestressed concrete pipes to meet this demand be investi-
gated. The Kerala Premo Pipe could establish a factory 
with an annual production of the value of Rs. 25 lakhs to 
manufacture pipes of 400 mm., 700 mm. and 900 mm. dia. 
For this purpose the company had submitted a scheme for 
the estabHshment of one unit near Alwaye at a cost of 
Rs. 35.50 lakhs excluding working capital. 

59. In a note furnished to the Committee, the Manag-
ing Director has stated that an enquiry from Saudi Arabia 
had also been received regarding water supply and sewerage 
works for four major cities. In his opinion, the country 
had sufficient re.o;ources in technical skill, capital and mate-
rial resources to undertake such jobs. 

60. As pointed out in the Report, the examination of 
the working of the company has revealed the follOWing-
deficiencies:- ' , 

(1) insufficient production planning; 

(2) idle capacity; 

(3) want .of vigorous sales promotion efforts; 

(4) old machinery 'requiring replacement; 

(5 r higher cost of production; 

(6) absence of proper pricing policy; 

(7) surplus staff; and 

(8) consequently lower profits . 

. 61: !he company is considering various measures (e.g. 
d,versifymg the production and introducing double shift) to 
improve the position. To ,the Committee the proposal of 
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11M. company to put up additio1Ull factories outside Kerala, 
.otihti stage, sounds unrealistic. More so the idea of under
.taking work abroad. Th~ TJUlnagement must concentrate 
.Jh,eir energies on putting the existing factory on a sound basis 
before taking up new schemes. For this pit'rpbse the State 
-Government should appoint a Committee of Experts to draw 
.up a comprehensive and realiltic plan for rehabilitating the 
/actory ezprditfously. 

·NEW DELIm 
.Aprif 15th, 1966: 
Chailra 25, 1888 (S). 

D. N. TIWARY, 
Chairman, 

Contmittee on Public Undertakings. 
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(i) EYen five years after the setting up of the 
'Kerala Premo Pipe Factory Ltd., the factory is 
not being run to its full rated capacity. The fac-
tory was no doubt given by the Indo-Norwegian 
Foundation as a gift· but the productive resources 
should have been fully utilised. It was expected 
of the Management of the company to study the 
pattern ·~f ·deMand for prestressed concrete pipes 
at the very beginning and to arrange production 
accordingly. It is surprising that despite the many 
advantages which the use of prestressed concrete 
pipes oftlh, over cast iron pipes, the company has 
not been able to promote their sales. It is also 

. surprising that the State Government did not insist 
on its full productive capacity being utilised. What 
is worse, the policy of restricting production of 
prestressed pipes to the orders received has been 
followed· all these years and, in order to utilise the 
available capacity, the production of RCC pipes 
had to be taken up. 

(ii) The steps now being taken should result 
in greater production and optimum utilisation of 
the plant and equipment on a two-shift basis. 

With the present rate of production which is 
below 50% of the rated capacity, the sales of ther' 
company are in the neighbourhood of Rs. 141akhs. 
These are expected to go up as the production 
increases. It is necessary that a proper Commer-
cial Department should be organised to:-

( 1) Advise clients on the pipes best suited 
to their needs; -------------.----

19 
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(2) Preparing tenders; 
(3) Negotiating prices and agreements with 

purchasers ; 
(4) Negotia~ delivery and completion 

dates for pIpes ordered from the factory; 
and 

(5) Initiating orders in the factory for pipes 
to be manufactured. 

The Committee feel that a Commercial Depart-
ment has a very important contribution to make 
towards the successful working of the company 
and a beginning might immediately be made in 
this direction, the Department being strengthened 
gradually as the production increases. This would 
also enable the Managing Director to attend to 
other important matters. 

(i) It is obvious that the practice of selling the 
Premo Pi~ produced by the factory to the State 
Government Departments/Statutory Bodies at the 
old rates, after its production costs had gone up 
due to increase in the cost of material and wages, 
cannot be continued. Sales price has to be deter-
mined in relation to the cost of production. The 
present policy is, therefore, neither sound nor 
economical in-as-much as it has resulted in fall in 
profits and needs to be changed immediately. 

(ii) The company should also deteI'Dlirie stan-
dard cost for various types of pipes and periodi-
cally compare it with their actual cost of produc-
tion. The reasons for wide variations, if any, 
should be investigated and timely measures taken 
to bring them down so that the selling price leaves 
an adequate margin of profit to the company. 

Finished goods of the value of Rs. 7.10 lakhs, 
Rs. 4.61 lakhs and Rs. 3.76 lakhs remained un-
sold at the end of 1962-63, 1963-64 and 1964-65 
respectively. With the setting up of the Commer-
cial Department recommended in paragraph 14, 
the situation should improve so as to avoid funds 
being locked up in finished goods. 

------------------------
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The question of resiting the factory at Cochin 
has been discussed in para 58. The Committee 
recommend that the management of the company 
and the State Government should give top priority 
to the rehabilitation of the existing plant and 
in the meantime ensure· that old machinery is re-
placed and proper maintenance arrangements are 
introduced in the factory. The regular system of 
preventive maintenance should also be introduced. 

27-28 (i) The working of a company can be judged 
by comparing profits with its total issued capital. 
To the extent the issued capital is not correctly 
shown, the working results would not give a correct 
picture. The final decision regarding settlement 
of surplus assets taken over by the company from 
Government in 1961 should be taken without 
further delay so that the annual reports give a true 
picture of the working of the company. 

(ii) The Committee further recommend that in 
settling the matter, the desirability of advancing 
fifty per cent 'of the funds required by the com-
pany, in the form of loan,S might also be considered. 

(i) While the genuine difficulties of the com-
pany for working capital should be looked into 
and solved, the Committee feel that, at the present 
rate of production (Rs. 8.89 lakhs during 1964-
65), the company should not have experienced any 
difficulty for want of working capital which. in 
their view, should not exceed 3 months' produc-
tion. Judged from this standard, the company 
would' appear to have surplus funds. The State 
Government should look into the matter. 

(ii) As regards the outstandings, which are 
comparatively large the Committee suggest that 
the reasons therefor should be enquired into and 
steps taken fo ensure prompt payment by the Gov-
ernment Departments concerned. To avoid un-
necessary delays, the feasibility of charging interest 
on payments made after a reasonable period might 
be examined. 
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"The s.ross. as' well asn,tt ~fits of '*e company' 
·d¢till~ durln,g the year 1~4-6S. The perform-· 
ance of the company" has not been satisfactory . 
. The sOlUtio.n. apparentlY'lies in increasing produc-
tion and utJ1ising the idle capacity without adding. 
to the fixed costs. The Committee recommend 
that vigorous· steps should be taken to improve the 
profitability of the company. 

As to the reasons for appointing Secretary of 
Health and Labour Department as Chairman of 
the company, it was stated that Public, Health and 
Engineering Department was the main consumer 
of its products. As Secretary to Government he' 
could se: that the interests of his Department were 
served and at the same time a higher rate was not 
charged for the pipes. The above explanation is not 
convincing. On the other hand, in spite of the pre-
dominance of official Directors on the Board, the 
company has not been able to raise the sale price 
of its pipes ~n proportion to the increased cost of . 
production. The present arrangement has also· 
other drawbacks. It leads to blurring of responsi-
bilities of the Secretary of the Department, and 
the proposals of the Undertaking, to which he is a 
party as Chairman or Member of the Board, can-
not be examined impartially and independently in 
the Government Department. Moreover, it is not 
possible for such an official to devote sufficient 
attention to the affairs of the undertaking in addi-
tion to performing his own duties. In view of 
this, the Government of India decided in Novem-
ber, 1961 that "no Secretary of a Ministry /Depart-
ment shall be a member of any Board". This is 
a healthy principle and should be followed by the 
Kerala Government while proposing to appoint 
Secretaries ac; Chairmen of State Government 
Companies. 

The Committee feel that keeping in view the 
tasks to be performed by the Boards of Directors 
of State Government Companies. members thereof' 
might be drawn from a wider spbere than at pre-
sent so that experienced men from various non-· 
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official sources are included therein, care being 
taken that 110 one with a direct interest in the 
same industry in the private sector is appointed. 

(i) To enable the company to achieve econo-
mic production as also secure adequate return on 
the capital employed, it is necessary that estimates 
of staff requirements are prepared realistically on 
the basis of a systematic work-study. Norms 
should also be laid .down for all categories of staff. 
As the establishment expenses account for a major 
portion of the cost of production these should be 
kept to the minimum. 

(ii) As regards the existing overstaffing a 
detailed study of the position might be made with 
a view to assessing the extent of surplus personnel 
and steps taken to utilise them for the contem-
plated increased production or other establish-
ments. 

From the general appraisal of the working of 
the company, the Committee find that there has 
not been sufficient planning of production. Sales 
promotion efforts have also been lacking. These 
have resulted in idle capacity and consequently 
higher cost of production. The company also 
experienced various difficulties e.g. shortage of 
working capital. replacement of old machinery, 
which still remain unsolved. The Committee felt 
that possibly these problems of the company might 
have been attended to with speed if it were under 
the Department of Industries. 

The examination of the working of the company 
has revealed the following deficiencies:-

( 1) insufficient production planning; 
(2) idle capacity; 
(3) want of vigorous sales promotion efforts; 
(4) old machinery requiring replacement; 
( 5) higher cost of production; 
(6) absence of proper pricing policy; 
(7) surplus staff; and 
(8) consequently lower profits. 

---_._------ -------- ... --. ---
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The company is considering various measures 
(e.g. diversifying the producdon and introducing 
double shift) to improve tHe position. To the 
Committee the proposal of the company to put 
up additional factories outside Kerala, at this stage. 
sounds unrealistic. More so the idea of under-
taking work abroad. The management must con-
centrate their energies on putting the existing fac-
tory on a sound basis before taking up new 
schemes. For this purpose the State Government 
should appoint a Committee of Experts to draw 
up a comprehensive and realistic plan for rehabili-
tating the factory expeditiously. 



(ii) 

Sl. Name of Agent ~~ SI. Name of Agent ~C1 
No. No. o. 

DBLHI.......:0nt4. 30. People'. Pubuahinl Ho-

Sat Narain & Sons. ~4I. 
ute. Rani Ihanai oad. 

21. New Delhi . . 76 
MoM. Ali Bazar. or! 
Gate. Delhi . • 3 31. The United Book Aaency 

AtmaRam& Sons, Kash-
48. Arnrit Kaur Mar-

22. ket, Pahar Gani. New 
mere Gate, Delbi-6 9 Delhi . • • 88 

23· 1. M. Iaina & Brothers, 3:1· Hind Book HOUle, 82, 
Mori Gate, Delhi II Janpath, New Delhi . " 

2,4. The Central News Agen- 33· BootweU, 4 Sant Naran-
cy. z~. Connauaht kari Colonr; Kinpway 
Place, ew Delhi • IS Camp. Del i-9 . . 

:IS. The Bnglish Book Store. 
?iL. Connaught CirCUI. MANIPUR 

ewOelhi . • ao 
34· Shri N. Chaoba Singh. 

26. Lakshmi Book Store} 42. NeWi ~nt. Ramlal 
~ MunicipalMarket, an- Paul Hi School aD-

path. New Delhi • ., D.xe.Imp~. • 77 

27. Bahree Brothen. I88.LI,-
patrliMarket. Oelhi-6 a'1 

28. Iayanl Book DepGtkCh ... AGBNTS IN FORBIGN COUNTRIBS 
;Plrwala RUin. arol The Secretary. Batabliah-19b. New Delhi • 66 35· mentDepartment. The 

:&9· Odord Book& Stationery Hiah Commiaaion of 
Company. Scindil Ho- India. India HOUle, 
use, COIInaught Place. Aldwych. Loodon~ 

New Delhi 68 W.C.-2 

, \.i 
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