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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 Thirty-Ninth Report on the Bharat Heavy Electricals Ltd. 

2. This Report is based on the examination of the working of 
the Bharat Heavy Electricals Ltd. upto the year ending 31st March, 
1966. The Committee took the evidence of the representatives of 
the Undertaking on the 25th and 26th October, 1966 and of the Min-
istry of Industry on the 10th November, 1966. 

3. The Report was adopted on the 3rd March, 1967. 

4. The Committee wish to express their thanks to the officers of 
the Ministry of Industry and the Bharat Heavy Electricals Ltd. for 
placing befdre them the material and information that they wanted 
in connection with their examination. 

NEW DELHI; D. N. TIWARY, 
I Ch4inJ14n, 

Mareh 3, 196'1. Committee ()fI. Public Undertaki1l4B• 

PhaZguna 12, 1888 (S). 
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INTRODUCTORY 

'The Bbarat Heav~ Electricals Ltd. has four units under 
it---Qne each at Hardwal" and Tiruchirapalli and two at 
JHyderabad. Three of these units were .part of the Heavy 
Electricals (hdia) Ltd., till November, 1964, when these 
'Were separated to form a new company, the Bharat Heavy 
Electricals Ltd. The 8Wltchgear Unit at Hyderabad was 
also added. later to the ·Undertaking. 

2. The Heavy Electricals (India) Ltd. was incorporated 
'in August 1956, for developing the manufacture of heavy 
electrical equipment required for the generation, transmis-
'sion and distribution of power, such as hydraulic and steam 
turbines, switchgear, control gear, statjc capacitors, trac-
tion equipment etc. The Company was entrusted from 
time to time, with the execution of the following four 
projects:-

(i) Heavy Electrical factory at Bhopal in Madhya 
Pradesh; 

·Jii) Heavy Electrical Equipment Plant at Ranipur 
near Hardwar in U.P.; 

"(iii) Heavy Power Equipment Plant at Ramachandra-
puram, near Hyderabad in Andhra Pradesh; and 

.(iv) High Pressure Boiler Plant at Tiruverumbur 
near Tiruchirapalli in Madras. 

The three units (ii) to (iv) were separated from the 
Heavy Electricals (India) Ltd., to form a new company 
viz., Bharat Heavy Electricals Ltd which was incorporated 
on the 13th November, 1964 and commenced business on 
·the 17th November, 1964. 

Hardwar Project 
, 

3. The Heavy Electrical Plant at Hardwar was one of 
the projects included in the list of enterprises to be set up 
under the Indo-Soviet Technical Agreement signed on 
]:2.2-1960. Tq.e site at Ranwur near Hardwar was selected 
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on the recommendation of the Technical Committee on 
Heavy Electricals Projects in collaboration with the Soviet 
specialists. The site. was approved by Government . in 
September, 1961 and a free gift of the land was made by 
the U.P. Government. 

4. Mis. Prommashexport are the Soviet Consultants and 
supplier of plant and . eqUipment for this project. The 
project is designed to manufacture steam turbines and 
turbo-alternators in ranges of 100 MW to 200 MW with 
scope for increasing to unit 'sizes of 300 MW for an annual 
output of l' 5 million KW, hydro-turbines and generators 
of all sizes with maximum runner dia of 6,600 mm. for 
annual output of 1·2 million KW. and medium and large-
size AC and DC electric motors for an annual output of 
0.515 million KW. 

Hyderabad Project 

5. The heavy Power Equipment Plant at Ramachandra-
puram (Hyderabad) was one of the four major industrial 
projects covered under the Rs. 23.1 crores Indo-Czech 
Economic Co-operation agreement between the Govern-
ment of India and the Government of U.S.S.R. concluded 
in November, 1959. The site selected for the project at 
Ramachandrapuram was approved by Government in 
September, 1961. The Government of Andhra Pradesh has 
given land free for the Project. Mis. Tecbnoexport (now 
designated as Skodaexport), Foreign Trade Corporation 
for export of complete industrial plants, Praha (CSSR) 
look after this project from the Czechoslovakia side. The 
plant Is designed to manufacture annually 800 MW of 
steam turbines. turbo-altemators and associated pumps in 
sizes upto 100 MW each. 

Tirucbirapalli hojeet 

6. Matching steam generating equipment for meeting 
the requirements of the electric generating equipment that 
is to be manufactured by the units of the Bharat Heavy 
Electricals Ltd. at Hardwar and Hyderaba<l and Heavy 
Electricals (India) Ltd. Bhopal had also to be manufactured· 
in the country. Although some capacity for manufacture 
of the item existed in the private sector, the entire demand 
could not be met through that source and there was going: 
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to be a big gap in the supply of matching boilers required 
for the power generating equipment to be manufactured. 
The Tiruchy plant would meet a part of that demand. The 
site at Tiruverumbur is near Tiruchirapalli and was 
selected by Government in September, 1961. The land for 
the construction of the project is a free gift from the Gov-
ernment of Madras. 

7. Mis Technoexport (now Skodaexport), Praha (CSSR) 
look after this project from the Czechoslovakia side. The· 
Project is designed for the manufacture of high pressure 
boilers of 125 to 450 tons of steam per hour (i.e. for use w tb 
turbo se-ts of upto 1201125 MW capacity) with a total power 
equivalent capacity of 750 MW along with the necessary 
boiler fittings etc. Apart from meeting the entire demand 
of boiler fittings needed for the boilers produced in the 
factory, the manufacturing programme will include 180()· 
tons per annum of boiler fittings for sale to other enter-
prises. It is also proposed to manufacture 10 package boiler· 
units per annum. 

Switchgear Unit 

8. Considering ·the demand in the country during the--
Fourth Five Year Plan, the Heavy Electricals (India) 
Ltd., had been considering the setting up of production 
capacity for the manufacture of Air Blast Circuit Breakers 
and Minimum Oil Circuit Breakers. On the bifurcation 
of the company, the Bharat Heavy Electricals Ltd., conti-
nued their negotiations for collaboration with one of the 
leading manufacturers in this li'ne viz. Allmanna Svenska 
Elektriska Aktiebolaget, Sweden. Negotiations with this. 
compl\ny (ASEA) for a license agreement were finalised 
in early 1965. A team of Indian engineers thereafter 
visited Sweden to finalise all technical and other details. 
The proje~ is being established on a piece of land given 
by the Government of Andhra Pxadesh for the Heavy 
Power Equipment Plant, Ramachandrapuram. The main 
reason for establishing the unit at Hyderabad was to effect 
economy in overheads by utilising the establishment already 
set up for the c.)nstruction 0' the Heavy Power Equip-
ment Plan4.:. Besides this, foundry machining and service 
facilities that have been developed there could also be 
used for this project. The collaboration'llgreement with 
ASEA provides for a supplier's revolving credit to the 



extent of 29 million SWedish Kronors repayable in a 
period of 10 years. The credit will cover import of capital 
equipment and components required for the progressive 
production of Air Blast Circuit Breakers in the first 
instance. The Government of India have guaranteed the 
payment of the credit. 

Foundry Forge Project 

9. In addition to the above four Projects, the Company 
has recently taken action to establish a Central Foundry 
Forge Plant at Hardwar. The detailed project report for 
the Foundry Forge Project was prepared by the Planning 
and Development Division of the Undertaking. The pro-
ject has been planned for an annual capacity of 15,000 
tonnes of steel castings and 15,000 tonnes of steel forgings. 
Preliminary approval of the project was received in March, 
1965 from the Government of India. Mis Societe Des 
Forges E,t Ateliers Da Creusot, France (S.F.A.C.) have 
been chosen as consultants for this project and the Detailed 
Project Report has been given to this finn for vetting. 



u 
LOCATION OF THE PROJECTS 

10. In regard to the considerations which weighed with Site 
Government in selecting the locations for the projects of se1ectiDa 
the Undertaking, it has been stated that these were decided C0m-mittee. by Government on the basis of the recommendations of a 
Technical Committee set up for the purpose. This Com-
mittee had gone into various aspects regarding the suita-
bility of the sites and among the more important factors 
that were taken into consideration were the following:-

(i) Availability of a large area of land for the factory 
and the colony; 

(ii) Reasonable level ground to avoid expenditure 
on levelling; 

(iii) Site should be free from floods and dust storms; 

(iv) Extreme hot weather and high humidity to be 
avoided and they are to be kept within 
tolerances ; 

(v) Site to be close to broad-gauge railway and free 
from restrictive moving dimensions; 

(vi) Good means of other communications; 

(vii) The factories being the major employer of local 
labour they should not be close to other major 
projects so that there is no risk of inter-change of 
labour on a considerable scale between 
industries; 

(viii) Reasonably close to a centre of engineering 
education; and 

(ix) Assured supply of water and electricity. 

11. The general policy of Government regarding the Govern-
location of projects is that, unless there are other over- ment's 
riding considerations, public sector projects should, to the policy. 
maximum extent possible, be located in areas in which 

5 



industrial development has been lagging behind and areas 
which are industrially congested should, in particular, be 
avoided. 

12. A swnmary of the report of the Technical Commit-
tee which made recommendations for the location of the 
projects was also made available to the Committee. A 
perusal of the report reveals that it proceeded with the 
selection of the sites of the projects on the following 
premise:-

"It seems implicit in the Government's policy of 
dispersal of industries that some sacrifice in the 
economy of transport will be countenanced. It 
is necessary that easy accessibility to the location 
of the plants should be ensured. The main raw 
materials which require long distance transport 
are steel (all types) and coal. The other 
materials are such that they have to be either 
imported from abroad or are available in almost 
all regions and their total tonnage is also com-
paratively small. With the equilisation of steel 
prices at all rail heads, the Government have in 
a way placed all important centres on a par. 
In regard to the finished products also which is 
predominantly steam generating units, it should 
be possible with a little careful planning for 
each of the three units, to cater to the regional 
demands without involving very much of cross-
country movement". 

13. Proceeding on the above premise, the Technical 
Committee examined the sites suggested by the various 
State Governments. Technical data in respect of each of 
the sites was obtained from the states, and the sites which, 
in the light of the available data seemed prima facie 
suitable were also visited by the Committee. Finally the 
present sites for the projects were chosen. 

14. The report of the Technical Committee revecUs that 
the primary consideration for choosing the present siteB 
'IDOl technical The economic. cupecta of lbcation do not 
seem to have been given due consideration. 

15. It will be seen that the three projects of the B.H .E.L. 
1Iff. '" more ,en.se, than one, it&ter-linked with each other. 
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The turbines, ge1)-erators, motors; pumps, bo;.lers etc. which 
would be required fOT a single power proje~ would ~ 
manufactured in three different places. The !orgingsanp. 
castings to be manufactured a.t. Ha.rdwa.r witL form com-
ponent units of the same equipment and. as such these will 
have first to be transported to the other factory before being 
fitted and transported to the power project site. It is ap
parent tha.t the ultimate cost of the assemble.:i equipment 
to the consumer will increase due to the locatiJon of the 
three pbnts so far away from each other. The problem is 
of special importance in this particular case because the 
State will be the biggest purchaser of the products of the 
company, and as such, the ill effects of the location. will 
have to 'be suffered by the public. The Committee feel 
that this is· a. matter C1j vita.l releva.n.ce in the location of 
the projects and seems to ~e been altogether ignored. 

Location of Head Office 

16. The Head Office of the Undertaking is located in Location 
Delhi. Explaining the reasons, the Chairman of the Under- at Delhi 
taking stated during evidence that the company had been 
registered at Delhi and there were certain advantages as 
frequent contacts had to be made ·with D.G.S. & D. and 
D.G.T.D. and the Ministries, particularly the Ministry of 
Irrigation and Power because all the products go to the 
various power projects in the country and co-ordination 
had to be done with that Ministry. He further stated 
that if the Chairman's oftlce was located at a place where 
there was one of the projects of the Undertaking, the pro-
ject administrator's authority might be undermined and 
there was a likelihood of too much interferenee from the 
Chairman in the day-to-day working. 

17. The Commtitee learn that at present the company 
pays albout Rs. 10,000 P.M. for the rented accommodation for 
the Head OfBce in Delhi. 

18. The reasons given in. ;u.tificatiott. of locating the Shittinc 
Hea.d Office in Delhi are familiar one.. The Committee at HeacI 
feel th.a.t tliis tendency to concentrate Hea.d 0fJice. in Delhi omce 
should be curb~d. While t"9 agree tha.t lia.iron work with :::--
the D.G;T.D. etc. i8 important during the c07l.8trocti07L 
phase, thia matter would Zoae it. importance once the pM>-
lects have .gone im.to produdion.. 'l'he argument tMt the 



iHlUrference in the day to day admimstTa.tion of a. proj€ct 
by the Head Office will be more if the Head office is located 
taetJr a Pro;ect, does not a.Iso appear 'Very COft.tri11Cl.'ng. TM 
Committee suggest th!-lt as soon as the COft8truction of the 
pro;ectl (Ire over, the derirobility of shiftin.g the Hea.d
qU4rters ofJice to another place e.g., Hydera.bad which apart 
from being centra.l, will be nearer to two projects, might 
be examined. 
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PROJECT REPORTS 

A. Preliminary Project Reports 

19. For the three Heavy Electricals Projects, no techno- Teclmo-
economic feasibility studies were prepared. Preliminary ec<IDOIIIIe-
Project Reports were, however, preparea for each of them. feuibWtJ: ... 
For the Heavy Power Equipment Project, Hyderabad a'nd SlLUeIi-. 
the High Pressure Boiler Plant, Tiruchirapalli, these re- not 
ports were prepared by the Czech Consultants viz. MIs. ::... 
Technoexport and for the Heavy Electrical Equipment 
Plant, Hardwar, by the Russian Consultants, MIs. Prom-
moshexport. The Preliminary Project Report for the 
Heavy Power Equipment Plant (Hyderabad) and High 
Pressure Boiler Plant (Tiruchy) generally followed the 
pattern of techno-economic feasibility studies. The includ-
ed approximate cost estimates, but did not elaborate the 
costs of production and the profitability. 

20. The Preliminary Project Report prepared by the 
Soviet Agency for the Heavy Electrical Equipment Plant 
(Hardwar) was mainly a technical study indicating the 
product-mix, the facilities necessary in the form of :fiactory 
buildings, representative' types of machine tools and broad 
estimates of man-power requirements etc. This report did 
not contain either the estimated capital out-lay or the eco-
nomic indices. - - '. ---. .-~ ...-

21. These reports were examined by a technical com-
mittee consisting of representatives of Ministries of In-
dustry and Commerce and Finance, Development Wing. 
Planning Commission, Railways and the Heavy Electricala. 
(India) Ltd. 

22. During evidence, the Secretary of the Ministry of 
Industry explained that before entering into negotiations 
with the collaborators, no feasl1]Wty study or Preliminary 
Report w8S"made exclusively by the Indian experts to de-

9 
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termine whether these projects would be technically ~easi
ble and economically viable. This was because the techni-
~al knowledge necessary for preparation of such report 
was not available in India. He, however, stated that of 
late, efforts are being made to create in each of these pub-
lic sector undertakings a "Design and Plan Organisation" 
which would be developed in courSe of time so that these 
organisations are able to prepare such reports without the 
help of foreign ·c·onsultants. He cited the instance of the 
Foundry Forge Project which was being established at 
Hardwar, where the Detailed Project Report had been pre-
pared by the Indian engineers. 

23. The Secretary of the Ministry further stated that 
in the Preliminary Project Reports submitted by the con-
sultants the cost estimates, profitability etc. o~ these pro-
jects had not been worked out. At the time of venturing 
on these projects, the over-riding consideration in the con-
text of the envisaged development of power programme: 
in the country was of self-reliance illl the field of building 
electrical equipment in the country. Costs and profitabili-
ty were secondary considerations, for wb,icn little emphasis 
Was laid. He, however, conceded that it' would ,be a very 
desirable thing to have a detailed study about investment, 
possible returns and when the profits would start accruing 
etc. He said that in the case of these projects, though 
these aspects were not examined thoroughly at that time 
because these were need""based projects, studies regarding 
cost of production and the rate of return and the period 
when the returns would start accruing had been worked out 
at subsequent stages. 

24. The Committee consider that the estimated cost, 
investment and likely ,.eturn on such Vn.ve'tment are some 
of the basic condderati01l$ in the ~tter of settingup any 
industrial prO;ect. It is 81.Lrprising that these aspects were 
not taken. into consideration before taking a decision for 
setting up these projects. The ~rgument of the Secretary 
of the Minist", that costs and profitability were of a second
ary importance at that stage is. not a sound one. Conside
Tations of self-reliance are undoubtedly important, 1l1Lt the 
economic aspect of ""11 acMme " equaUli itra-porlant. The 
Committee ~e that Gobemment ~Zl ~ OfI" having 
these impor1b"t "nd bcuic dAta worked out betate sanction-
iftg a pro;ect. 
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B. Detailed Project Reports 

25. The Detailed Project Reports for the three projects 
were prepared by the Russian and Czech Consultants. 

26. Heavy Electrical Equipment Project.-In the case of Delay iD 
the Hardwar Project, the Preliminary Project Report was c~ 
received in February, 1961. The Detailed Project Report =!t 
was commissioned in May, 1962. It will be seen that after Project 
the receipt oi the Preliminary Project Report it took nearly Report. 
15 months to call for the Detailed. Project Report. Explain-
ing the reasons for this delay, the Secretary, Ministry of 
Industry stated during evidence that the Soviet authorities 
were insistant on the manufacture of generators, heavy 
motors and synchronous condensers but our experts were 
not in agreement with such a proposal. The Soviet autho-
rities eventually agreed to the Indian proposal for the pro-
duction of turbines, generators and motors in October, 1961 
but they said that the equipment for the production of tur-
bines could only be supplied in 1966-67. Negotiations were 
then carried on to persuade them to include this scheme 
under the credit arrangement. This resulted in a further 
delay of about 4 months and thus, it was only in February, 
1962 that the scope of the plant and the source of foreign 
exchange was finally settled with the Soviet parties. It 
was after this that a draft agreement for the Detailed Pro-
ject Report was called for from the Soviet parties. After 
some discussion, this Agreement was finalised in May, 
1962. 

27. The delay of 15 months between the receipt of the 
Preliminary Project Report and the commissioning of the 
Detailed Project Report 'Was unduly long and the exp!i.Ina-
tiOn given for the delay is not convincing. It was apparent
ly not a matter which required such a deep thought and 
investigation before deciding as to what should be done. 
Such long delays upset planning considerably, and lead to 
avoida!ble consequential difficulti.es. This is especially so in 
this case where two or three Fojects are linked together. 

28. Heavy Power Equipmt!!f.t Project Hyderabad.-Mter Produc-
the signing of the Economic Agreement of 1959 between tiOn 
the Government of India and the Government of Czecho- pro-
810vakia which included among other things, the setting gram.ma. 
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up of a Heavy Power equipment Plant in India, a Govern-
mental Committee held negotiations with the Czechoslovak 
Agencies and decided upon the production programme for 
Turbo sets upto 25 MW each. When the Preliminary Pro-
ject Report for this production programme came up for 
examination in December, 1960, January, 1961, the details 
were again scrutinised by an Inter-Ministerial Committee· 
After discussion with Czechoslovak Agencies, it was decid-
-ed in January, 1961 that the Plant in the first stage may 
provide for the following annual production programme 
of turbo-generator sets:-

10 pieces of 12 MW each 
20 pieces of 25 MW each 

Early in 1962, the Government of India appointed a Com-
mittee under the Chairmanship of Shri S'. S. Kumar, the 
then C,hairman of the C.W.P.C. to examine the adequacy 
of the manufacturing facilities planned in the country. 
While the Committee was examining various aspects of 
power generation, the representatives of the C,W.P.C, ex-
pressed their firm opinion that the economics of power 
generation based on low grade coal and middlings and 
extensive grid system would reqUire the use of consider-
ably larger individual generating units than those that had 
been envisaged before. This Committee expressed a gene-
ral view in its report of. July, 1962 that the full output of 
the Heavy Power Equipment Plant at Hyderabad as plan-
ned then, should not be counted for power generation as 
the comparatively smaller sized units will not be installed 
in future power stations. 

29. In view of this recommendation of the Committee, 
this matter was taken up with the Czech consultants and 
they were advised that the Detailed Project Report should 
be so framed as to include a preponderant manufacture of 
turbines and turbo-alternator units of 50/60 MW in the 
first stage itself and with a provision for manufacturing at 
a future date, 100 MW turbo-generator units also, The 
revised manufacturing programme suggested in June/July 
1962 was for:-

• 6 pieces of 55/60 MW each 
10 pieces of 25 MW each, and 
4 pieces of 12 MW each. 

• 
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30. The Czechoslovak Agencies contended that they had Chang_ 
nearly completed the Detailed Project Report providing i? unit 
'for the manufacture of 12 MW aDd 25 MW Turbo-sets as SIZes. 

()riginally stipulated and that it was their understanding 
that manufacture of 50/60 MW sets will be taken up only 
in the second stage of development and that this will be 
over and above the production of 12 MW and 25 MW 
units envisaged in the first stage. After several discussions 
'between both parties, it was suggested by the Czech 
consultants that they would submit the Detailed Project 
Report as prepaTed by them and after 3 months, 81 supple· 
mentary Report indicating the changes required in the 
original Detailed Project Report to enable the manufac· 
ture of 50/60 MW units from the beginning will be 
'Submitted. 

31. About this time, the authorities in the CWPC and Planning 
the Planning Commission thought that although there Com. 
was a possibility of using 50/60 MW units for a few years mi~i~'8 
to come, the demand in the country will, by and large, dCC1S1OD. 

be for units of 100 MW or even higher in the Fourth Plan 
period and, thereafter. The outline of the Power Projects 
in the Fourth Five Year Plan had by then been prepared 
and this showed very few locations where 50/60 MW 
units could be accommodated. It was, therefore. consi· 
dered that unless the HyderabSid Project was designed 
and equipped for the manufactuTe of 100 MW units, it was 
not likely to serve its intended purpose. The subject was 
then discussed in a meeting of the Planning Commission 
in August, 1962 where it was decided that the project 
may go through if it could manufacture units upto 
100 MW units. These decisions were again brought to 
the notice of the Czechoslovakian authorities during 
various inform8l1 discussions held during this period. 
They ultimately agreed in January, 1963 to suggest 
necessary adaptations in the original design of the plant 
to enable the manufacture of steam tUTbines and turbo-
alternators of 100 MW unit sizes of the most progressive 
parameters utilising the equipment already proposed for 
this plant. 

• • 32 .• The plant was ultimately designed for the manu- Ultimate 
facture of turbo-sets from the smallest ranges upto 100 MW d.esJcn,. 
units in one stage. As the sizes of the individual genera· 
ting units to be manufactured became higher it was 
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cosidered by the Czechoslovak experts that the annual out-
put of all sizes of this plant would inC'rease from 620 MW 
to 800 MW. 

33. It has been stated that only one Detailed Project 
Report was prepared for this project. The subsequent 
changes for introducing the manufacture of 50/60 MW" 
units in the first stage itself and modifying the ;plant to 
manufacture 100 MW units were in the form of studies· 
which furnished the essential details and the changes to 
be made in the list of machinery and equipment or their 
layout in the factory. Thus two studies or 'Supplemen-
tary Reports' were submitted by. the Czechoslovak con-
sultants-one in December, 1962 for the 50-60 MW units 
and the other in mid-1005, indicating the supplementary 
list of machinery for taking up manufacture of 
100/110 MW units in 1008. 

34. The preliminary project Report was received in 
November, 1960. The a·greement for the preparation of 
the Detailed Project Report waS' entered into in June. 
1961 and the Report was completed in September, 1962. 
During this period, however, the decision about the unit 
sizes of the equipment to be produced were changed 
twice, once from 25 MW to 50/60 MW and later to' 
100 MW. 

35. From the facts of the case stated above, the Com-
mittee cannot Ibut conclude that there was no proper 
coordhtation between the, CWPC, the Planning Commis
sion and the Ministry concerned. It is surprising that a 
decision to manufacture 25 MW units was taken and plans 
in this regard p7'ogressed with foreign consultants without 
having the whole question thorougly examined. A com
m~ttee was appointed only in early 1962 i.e. 15 months 
after it was decided to manufactu.re 25 MW units and' 
when the D.P.R. was about to be ready. This committee 
reported in July, 1962 and thou.gh it WaB headed by the' 
senior m.ost official of the C.W.P.C., its recommendations 
were not the same aB the decisions arrived at by the Plan. 
ning Commission, who had decided u.pon 100 MW size 
units. It is obvious that there was no crystallised thinking 
on this subject. The Committee regret the manner in 
which the project was conceived and proceeded with -with
out basic data or exact knowledge of the future ,.equire
menta. 
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C. Cabinet's approval to the Projects 
36. The Preliminary Project Reports for the Heavy 

Power Equipment Plant (Hyderabad) and High Pressure 
,Boiler Plant (Tiruchy) generally followed the pattern of 
techno-economic feasilJility studies. They included 

.approximate cost estimates, but did not elaborate the costs 
of production and the profitability. 

37. Similarly, the Preliminary Project Report prepared 
by the Soviet Agencies for the Heavy Electrical Equip-
ment Plant (Hardwar) was mainly a technical study 
indicating the product-mix, the facilities necessaory in the 
form of factory buildings. representative types of machine 
tools and brnaj estimates of man-power requirements etc. 
This did not cover either the estimated capital outlay or 
the economic indices. 

/ 

38. Since the economic aspects such as capital cost, General 
profitability etc. were not worked out in these reports, the approval. 
'Committee enquired during oral evidence the basis on 
which the proposals regarding setting up of these projects 
were put up to the Cabinet for its approval. The repre-
'sentative of the Ministry stated that the general approval 
·of the Cabinet to the setting up of these ,Projects was 
'obtained before these Preliminary Project Reports were 
'made available by the Russian and Czech Consultants. 
This was done with a view to the inclusion of these pro-
jects in the Third Five Year Plan. In the note fOT the 
'Cabinet it was stressed that the total need during the 
Fourth Five Year Plan would be nearly four times of the 
output valu:e of the Bhopal Project. Immediate steps 
. were, therefore, necessary to increase the capacity to 
. avoid continued dependence on imports. The rough shape 
and size of the project as well as the proposed lines of 
manufacture were fUTIlished in the Cabinet note as a 
tentative programme formulated in consultation with the 
Ministry of Railways and the Ministry of Irrigation and 
Power. A similar proposal regarding the projects to be 
set up with the assistance of the U.S.S.R. was put up 
'before the Cabinet indicating the estimated total cost and 
foreigR exchange cost, 'as accepted in an inter-ministerial 
'meeting. 

3~ .• Asked· whether, it was not the practice to bring the Aspeds 
total estimate or the total outlay to the notice of the covered 
'Cabinet be1iore the work was started or sanctioned, the the note 
'Secretary of the Ministry stated that the practice varied ~8~~t. 
from time to time. The current practice was that in all 
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cases the full details of the estimated capital costs, etc. 
were furnished in a memorandum to the Cabinet. In the-
earlier years of 1959-60 the practice varied. Sometimes,. 
the full capital cost and other implications were mentioned 
in the note to the Cabinet if that information was avail-
able. If not, approval was obtained mainly on the basis 
of need and urgency and detailed estimates were approved 
by the Ministry concerned without necessarily being 
submitted for the approval of the Cabinet, though some-
times the estimates were reported for the information of 
the Cabinet. The practice was not unifoTIn. In this 
case, when the estimates became available later, they 
were reported to the Cabinet. 

40. The Committee find that in the case of the Projects 
of the B.H.E.L., the economic aspects like total capital 
cost, profitabiLity etc. were not brought to the notice of the 
Cabinet. The economic vi~bility of a Project is a very 
important aspect which must be fully assessed before tak
ing a decision regarding its setting up. The Committee, in 
their Thirteenth report have recommended that Govern
ment should lay down the form and the manner in which 
the Cabinet approval to projects is sought .. The Committee 
had then suggested that for this purpose a list of all the 
basic infOTmation to Ibe included in the note should be 
dlrawn and that it should be ensured that nothing Of im
portance from the technri.cal en- economic point of view 
was omitted. Every proposa.l which is put up to the Cabi
net for approval should also contain an indication of the 
investment-output ratio. The Committee would like to' 
reiterate the recommendation and hope that in the case Of 
all the p"'ojects to be set up in the public sector in future" 
this aspect wm alao 'be indicated. 
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CONSTRUCTION OF THE PROJECTS; 

41. The percenta1ge progress of construction as on Progrea 
1-8-1966 in the main production blocks of factory and of cons-truction. auxiliaries was as follows:-

HARDWAR 

Block No. I 
Block No. II 
Block No. III 
Block No. IV 
Block No. V 
Block No. VII 
Compressor House Oxygen 

House, Refrigeration Plant 
Acetylene Plant 

Central ~ant LaboratOTy 
Producer Gas 
Plant 

HYDERABAD 

Block No. 01 
Block No. 02 
Block No. 04 
Block No. 05 
Block No. 06 
Block No. 07 
Block No. 08 
Block No. 09 
Block No. 11 
Block No. 70 • • Compressor House 

1., 

61% 
69% 
46% 
53% 
54% 
64% 

1 
J 85% 

35% 
17% 

5% 

28% 
44% 
48% 
50% 
990/4, 
97% 
70% 
97% 

100% 
60% 

100% 
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Acetylene House 100% 
Oxygen House 100% 
Producer Gas 

Plant 85% 
Boiler House/Power Plant 93% 
Central Laboratory 99% 

TIRUCHY 

Block No.1 
Block No.5 
Block No.6 
Compressor House 
Acetylene House 
Oxygen House 
Producer Gas 

Bldg. 
Boiler House/Fitting Test Sta-

tion 
Central Laboratory 

SWITCHGEAR 

Factory 

90% 
98.75% 
99.75% 

.100% 
100% 
100% 

100% 

98% 
100% 

85~ 

42. In regard to the Hardwar Project. it has been stated 
that the time schedule for the construction of the plant 
was based on the schedule of supply of machinery IIld 
equipment by the Soviet Agencies under the dift'erent 
agreements and the schedule of delivery of the working 
drawings for the difterent stages of construction. Of 
late, there had been some delay in the progress of cons-
truction on account of delay in receipt of the working 
drawings from the Soviet AgenCies and on account of 
difficulties in securing low alloy steel plates for construc-
tion. It is, however, hoped that these set-backs in the 
construction work were not likely to affect the targeted 
production schedule for the Fourth Plan. The Committee 
also learn that no time-schedule for the completion of this 
project has been laid down in the Detailed Project 
Report. In the case of Hydeabad and Tiluchy project,. 
it is learnt that such time-schedules were laid down in 
their Detailed Project Reports. 
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43 .. The question of not laying down the time-schedule Volume o:r 

an the Detailed Project Report of the Hardwar Project was D. P. R. 
discussed during evidence with the representatives of the ?ontain-
Bharat Heavy Electricals Ltd. The Chairman explained ~ 
that the time-schedule for the completion of the Project s~hectule 
·was worked out by the Soviet collaborators and given in not 
one of the volumes of the Detailed Project Report which bygiven 
unfortunately was not made over to the project Bluthori- con~~
ties. This volwne was seen quite by chance with one of tant&. 
the representatives of the Consultants. The consultants 
made over only 24 volumes while the 25th volume con-
taining the time-schedule was given only to their own 
representatives. The Chairman, however, stated that he 
was trying to obtain the 25th volume. He further inform-
ed the Committee that the consultants had indicated 
December, 1968 as the date of completion of the project, but 
in view of the fact that our financial year ended in March, 
the' completion date could be taken as 31.3.1969. 

44. A time-schedule for the construction of a project Com-
is very essential both for its timely completion and for a ~ttee'. 
·proper technical and administrative control during the tJ'/I. 

'Construction stage. In the case of the HardwQIr project, the 
pro;ect authorities had obviously no knowledge of such a 
schedule before they started the execution of the project. 
'The plea that the volume of the Detailed Project Report 
containing the time-schedule was not delivered to the pro-
ject authorities by the consultants is no justijicatic:m. There 
does not appear to have been any effort made to obtain the 
time-schedule Or for that matter even to prepare one. If 
Government had prepared a check list of items which 
should be covered in a Detailed Project Report and checked 
the items before the commencement of the project, SUM 

-an important item could not have been overlooked. 

45. The Committee hope that all efforts will be made 
to complete the variOUs blocks without any further delay. 
The Committee do not see why the target date for comple-
1ion of the project should be advanced to 31st March, 196! 
merely because the ji1l4ncial yea.,. happens to end on that 
date. The projel!ts should be .completed as early as possible 
lInci it sht>uld not necesmity sync1tonise with the end of 
'the fi1l4ncia.l year. Delayi1l(1 the completion even by 3 
rmonths would ada to the ~08t of the Project. 
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46. The Committee learnt that the working drawings Of 
foundations for the heavy equipment were in several cases. 
not received in time with the result that the construction 
work suffered. The Committee also learn that there is a 
clause in the agreement governing the supply of working 
drawings by the consultants which states as follows:-

"The working drawings of foundations for heavy 
equipment requiring special foundations shall be 
prepared by the supplier and handed over to the 
customer before shipping the equipment." 

47. In the context of the above stipUlation, the Chair-
man, B.H.E.L. informed the Committee during evidence 
that the matter was taken up with the Russian Consul-
tants, Mis. Prommashexport. They, in reply, stated that: 

"Some of the foundation drawings are being delayed 
on account of non-receipt of information from 
the various manufactul'ers in U.S.S.R." 

48. The Committee find that in spite of a provision in the 
agreement regarding the timely supply of foundation draw
ings, these have not been received according to stipulation 
in the a.greement. The inclusion of a penalty clame in an 
Agreement might have a salutary effect in preventing 
delays. PossibiLilty of including such a provision in the 
future contracts might be examined. 

49. In regard to the Hyderabad Project, it has been 
stated that the overall time schedule for each work was 
laid down in the Detailed Project Report but instead of 
commencing construction in April, 1963, it started in Octo-
ber, 1963. The overall time expected to be taken in com-
pletion is about 4 to 6 months more than the time envisaged 
in the Detailed Project Report. This delay is attributed to 
the project having undergone substantial changes in scope, 
neceSSitating re-designing of certain sections and conse-
quent staggering of the placing of orders for maehine tools. 
Added to this, were the difficulties in procurment of steel, 
particularly plates and matching sections, as also avail-
ability of requisite labour fo1"& at the site. "However, every 
endeavour was being made to ensure that the pi-oductioD 
targets envisaged for the Fourth Five Year Plan are kept. 
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SO. The Committee noticed that the projects of the Shortage. 
Bharat Heavy Electricals Ltd. have suffered on account of of Ifbe8l 
the short supply of steel, cement and other construction ClmlOIlt 
material. The Switchg~ar Project is also being delayed etc. 
due, inter alia, to non-availability of particular types of 
steel like M. S. plates. In a note furnished to the Committee 
the B.H.E.L. have stated that immediately after the steel 
requirements for the three new projects, namely, Tiruchira-
palli, Hyderaoad and Hardwa'r were worked out, indents 
were sent to the Iron & Steel Controller indicating the 
sections and quantities required and the relative priorities. 
Stress was laid on the supplies of steel in matching quanti-
ties. Detailed discussions were also held with the Iron & 
Steel Controller and the representatives of the different 
steel mills about their capabilities and the phasing of the 
supplies. Where supplies were restricted, the B.H.E.L. 
themselves indicated the relative priorities for each quar-
ter between Hardwar, Hyderabad and Th·uchirapalli. On 
the basis of the indications given by the Iron & Steel Con-
troller and the Rourkela Steel Plant about their capability 
to supply the plates according to the requirement, a part 
quantity of sfeel plates was allowed to be imported from 
the Soviet Union and a smaller part was allotted from 
consignments from Japan under a barter deal. 

51. In this connection the Bharat Heavy Electricals Ltd. ~ugges-
have made the following suggestions: - ~~~~ 

(i) High priority should be given for supply of heavy 
structurals and M. S. plates for projects, which 
are approved by Government. 

(Ii) Items of steel which cannot be easily obtained in 
time from indigenous producers 1Should be allow-
ed to be imported freely, so that construction 
time-schedules are not disturbed. 

52. Th.e Committee suggest that Government might eza- Com. 
mine the above mggeBtiom. It may also be considered whe- m1ttee'. 
th.er othefo construction mat~l like cement etc. can be view. 
made available to the project. on a high priority ba.m. 
Since avm1ability of these materiala in time and in required 
quantity is vital 107' the timely completion of the projects, 
it is n.ecesfary that Government .hould ensure that the 
projects get their IUpplie. of construction material without 
difficulty· 
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RAW MATERIALS AND COMPONENTS 

A. Raw Materials 

Require- 53. The raw-materials and other requirements of the 
;.ments factories of the Bharat Heavy Electricals Ltd. (excluding 

common items, like coal, oil, etc.) for the next five years 
are mainly as follows:-

I. HARDW AR AND HYDERABAD UNITS.-Steam 
turbines & generators, hydro turbines & generators and 
pump and electronic motors, 

(1) Castings-mostly of special steels and some 
ordinary caI1'bon steel. 

(ii) Forgings-most of special steels. 

(iii) Stampings for turbine blades. 
(iv) Electric grade sheet steel for core stampings-

In the initial stages Hardwar plant would need 
some in the form of stampings. 

'(v) Copper bars & strips fOr Windings. 

'(vi) Variety of insulating materials-based on mica, 
paper, glass, silicone, rubber & asbestos (mica 
tape, glass tape, resin ibonded papers and insu-
lating varnishes constitute the more important 
and costlier items). 

'(vi!) Boiler quality plates. 

'(viii) Alloy steels-plates, sections and tubes. 

(ix) Other rolled steels of various sections. 

(x) Non-ferrous-copper tubes and sections, brasl 
tubes, aluminium sections. 

(xi) OtheT virgin metals. 
l. 

Itxif) Cables and wires. 

22 
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(xiii) Instruments and controls (gauges, instruments, 
relays, metres, etc.); and 

(xiv) Pressure piping of alloy and special steels. 

II. TIRUCHY UNIT.-For boilers and boiler auxilia-
ries. 

(i) Boiler quality plates upto about 100-125 mm. 
thick. 

(ii) High tensile steel sections and plates. 

(iii) Other rolled steels of various sections. 

(iv) Seamless steel tubes-mostly of alloy steel. 

(v) ERW tubes. 

(vi) Special welding electrodes. 

(vii) Armour plates. 

(viii) Forged balls. 

(ix) Castings and forgings including complicated 
castings needed for high pressure valves. 

(x) Alloy and special steel sections. 

(xi) Rectifiers for electrostatic precipitators. 

(xii) Instruments, controls and electric motor drives. 

(xiti) Gear wheels and gear boxes. 

(xiv) Refractories and other insulating media. 

III. SWITCHGEAR UNIT.-Air blast circuit breakers.. 

(i) Steel sheets and sections. 

(ii) Special steel castings. 
(iii) Aluminium alloy extrusions. 

(iv) Aluminium alloy castings. 
(v) Insulating materials. 

(vi) Copper .sections. 

(vii) Porcelain for insulators.' 

(viii) Air compressors and air receivers. 
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(iac) Copper tubes. 

(x) Pressure switches, limit switches, valves, relays, 
instruments, etc. 

54. The Committee found that the position about these 
raw-materials was as follows:-

(1) Except for ordinary steel castings and forgings 
requiIr.ed for motors and light shafts, there are 
no facilities in the ceuntry for the manufacture 
of the special castings and forgings required for 
turbines and generators. These are presently 
being imported in various forms. Govt. are 
establishing the Foundry Forge Project with a 
view to falbricate these castings and forgings 
. within the country and to obviate the necessity 
of importing them. 

(ii) The' steel plates and sections including boiler 
quality plates and high tensile steel sections 
were capable of being produced by the steel 
plants in the country but the supply was stated 
to be unsatisfactory. 

(iii) Special and alloy steels are not available at 
present in the country and are being imported. 
The position was expected to improve after the 
Alloy Steel Plant at Durgapur and others start 
production. 

'(iv) The facilities for making stampings for turbine 
blades are provided at the Hyderabad plant. 
The required quality of steel would, however, 
be avai1.8lble only after the Alloy Stef'l Projects 
go into production. In the meantime, the tur-
bine blades are being imported. 

(v) Steel for electric grade sheet steel of the requir-
ed quality is not available in the country. It is 
understood that the expansion schemes of the 
Rourkela Steel Plant and TIseo provide for 
the manufacture of sophisticated varieties of 
electric sheet steel and until this is done, it will 
have to be imPorted. 

(vi) Electrolytic copper is not available in. the coun-
try but facilities for re-rolling them to required 
sections and shapes are available. 



25 

(vii) Some of the special items of insulating mate-
rlals, like semi-cathern are being imported from 
other countries. While aluminiJUm sections are 
available, copper and brass tubes are being 
imported. 

(viii) It is expected that the Instrumentation Plant at 
Kotah and other instrument manufacturers will 
meet the requirements. 

(ioe) Porcelain for insulators were being imported 
uptill now but the B.H.E.L. have collaborated 
with the two indigenous manufacturers and are 
developing the' manufacture of these porcelain 
in India to the required specifications. 

55. From the in.formation furnished, it is noticed that Raw 
as at present, considerable quantities of raw-materials will materials 
have to be imported for the manUfacture of electrical ~rom 
equipment by the projects of the B.H.E.L. While th,;.,: is :dige. 
partly inevitable till the Al.lny Steel Projects go into pro- So:c. 
duction, the Committee feel that firm arrangements should 
be made with the Hindustan Steel Ltd. or other prhmte 
steel manufacturers in the country for the supply Of steel 
and alLoy steel requirements of the B.H.E.L. the Co~ 

mittee would haVe expected the B.H.E.L., along with the 
Heavy Electricals (India) Ltd., Bhopal to make an all out 
effort to obtain their requirements indigenously to the 
maximum extent poss~ble, including the encourageme.nt Of 
setting up of new ancillalT'Y industries or the starting of 
new items of production by existing factories. There is 
not much evidence that this has been done. The Com-
mittee hope that intensive efforts w'ill be made in this 
direction. 

56. The Committee would also urge that intensive Subeti-
efforts and research should be made for using substitute tute 
materia.ls, easily available in India. for materi.als which materl8Ja. 
are imported, so that dependence on imports may cl!ase. 
One such item is copper which is being; replaced by alumi-
nium to a great extent in the electrical industry. Another 
field which may be fruitfully investigated is insulation 

material for w'hich good pOJs~bilities of indigenous substi-
tution a:ppears to exist. The Committee hope that the 
company as well as the DGTE> will give this matter their 
.earnert attention. 
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B. Spares and Components 

Imports. 57. In the initial stages of production, most of the com-
ponents will have to be imported. The level of compo-
nents, raw-materials and intermediate products to be im· 
ported for the different projects for manufacturing pur-
poses are given below:-

HARDWAR 

·Components Raw materi-
imported Rls import 
from Con- largely 
sultants. from Soviet 

Union. 

I year of Production 77% 8% 
1st 100 MW set 

II Year of Production 
2nd 100 MW set 66% JO% 

3rd. " " 48% 12% 
4th " " 37% 14% 

III Year of Production 
Sth 100 MW set 32% 16% 
6th to loth Set 23% 20% 

Thereafter no items are proposed to be imported as "Com-
ponents". 
·Inc1ude about 12 to IS percent for rough machined castings 

bought from consultants as they will not be available 
in India. 

HYDERABAD 

I Year of Production 
1st & 2nd SS MW set 

II Year of Production' 
3rd & 4th 55 MW set 
5th & 6th 55 MW set. 

Components 
Import (in-
cluding 

Raw materi-
rials to be 

imported 
castings & 
forgings) from 
Consultants. 

55..60% 
26-28% 

2 

8% 



-
III Year of Production 

7th 55 MW Set onwards. 
1st 100 MW Set 

IV Year of Production 
2nd 100 MW Set 
3rd 100 MW Set 
4th 100 MW Set 
5th 100 MW Set 

2'1 

I 

54% 
25% 
15% 

5% & lower 
if castings 
and forgings 
become avaii-

able. 

15% 
15-18% 
20% 

58. The raw materials particularly some items of special 
steels, condenser tubes, sili(:on steel and insulating materials 
are not available in Czechoslovakia and hence a part of 
them will have to be imported from other countries like 
Italy, France, West Germany, Switzerland and the United 
Kingdom. 

TIRUCHY 

J Year of Pf'oducti.n 
1st 60 MW Boiler 
2nd 60 MW Boiler 

II & III Years of Production 
3rd & 4th 60 MW Boilers 
5th to 8th 60 MW Boilers 
1st 100 MW Boiler. 

IV Year of Production 

Components 
imported 

from 
Consultants 

38% 
16% 

8% 
1% 

10% 

About s% 

Raw materi-
als to be 
imported 

20% 
25% 

30 % 
30% 
28% 

30% 
as components. 

59. When the component imports gradually come down, 
the imported raw-material contents go up. In the absence 
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of indigenous availability of boiler tubes and special steels 
they and other materials to be imported constitute about 
25 per cent to 30 per cent of the CIF value of the boilers. 

SWITCHGEAR PROJECT - HYDERABAD 

1 Year of Production 
First lot of 100 Breakers: 

132 & 220 KV 

II Year of Production : 
Second lot of 100 Breakers 

132 & 220 KV 

III Year of Production 
Third lot of 100 Breakers 

132, 220 & 400 KV 

IV Year of Production cmwards 
132, 220 & 400 KV 

Components 
imported 
from con-
sultants 

45% 

35% 

5-10% 

Raw Materi-
als to be 
imported 

largely from 
Sweden and a 
part from 

U. K. and 
Japan. 

5% 

8% 

60. The above figures assume that from the fourth year 
(1968-1>9) onwards, all types of porcelain needed will have 
been developed indigenously and that aluminium extru-
sions of all sizes will also be available from Indian sources. 

61. It will be noted that as the production progresses, 
the projects will take to manufacturing the components 
themselves. After three or four years of production, the 
project will have largely to import the raw materials for 
those components. 

62. During evidence the Committee enquired whether 
the Consultants have supplied the detailed drawings and 
the body compositions of the spare parts and components 
of the plant and equipment which presently were' being 
imported. The Chairman of the Bharat Heavy Electricals 
Ltd. stated that the consultants did nDt supply the detailed 
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drawings and body composition. They gave only a broad 
outline regarding specifications, performance etc. He 
further stated that no effort had also been made to procure 
the detailed drawings from the consultants because the 
general impression was that the manufacturers did not 
part with the working drawings. 

63. The Committee feel that this matter should be given 
due attention by the management. Drawings and body 
specifications Of imported spares and components tlre most 
important requirements if dependence on foreign .~1tppliers 
is to .be eliminated. The B.H.E.L. should make earnest 
efforts to obtain these from the consultants and suppUers 
and if effCYrts fa!.l, the drawings should be made by the 
Research and Development section and advance armnge
ments made for obtaining the special alloys or metals with 
which the components are made. 

64. When a big electrical' eqUipment industry is being Manu-
set up in the country one would have expected that apart ~cture 
from the components required for their own equipment, of :r:.." 
the factories would be capable of manufacturing the spares trical 
of other equipment alrfady in Use in the country. The equip.. 
Committee were informed that the B.H.E.L. would be able ment. 
to meet the requirement of spares for equipment simiJar in 
design that might have been imported in the past, but that 
it may be difficult for the B.H.E.L. factories to meet the 
requirements for sometime, of spare parts for equipment 
imported from other sources. iIf the equipment are of radi-
cally different designs. Such requirements can be classi-
fied in two categories:-

(i) where the material specifications and drawings 
for spares are available. 

(ii) where such data is lacking or items like spare 
rotors, or armatures for existing equipment are 
needed. 

In the first case, it wiIl not be difficult to produce 
similar items of spares with the facilities created in the 
facteries of the B.H.E.L. In the second case, it ma~' btl 
desirable to procure such spares from the original 
suppliers.· • 

65. The Committee recommend that every endeavour 
should be made to completely do away with iompCYrts of 
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.pa.res for electrical equipment already in use. All user, 
of mch equipment might be told to procure or prepare the 
dra:wmgs and designs of the variOus parts and component, 
t'equired by them so that indigenous manufacture could 
be und.e!rtaken. The factories of the B.H·E.L. should do 

their utmost to manufacture such spares. Government 
should also encourage actual users to place their orders 
with the B.H.E.L. rather than allowing imports. 

C. Ancillary Plants 

66. Some ancillary plants like Oxygen, Acetylene and 
Gas Producer Plants and Compressor House are being set 
up as integral parts of the projects of the B.H.E.L. It is 
learnt that all these plants have been set up in the coun-
try earlier, for example, at Bhopal. In the case of the 
projects of the B.H.E.L. the main equipments were being 
imported. It has been stat£d that in the case of the plants 
which are ordered from abroad, ma'nufactilrers have been 
asked to give certain performance/efficiency guarantees. 
For ensuring this, manufacturers depute their personnel 
for erection and commissioning. Their staff only supervise 
and guide the local staff at site, who do the actual work. 
It was stated that Indian know-how was heing used to the 
maximum extent possible, both in design and erection of 
the plant. ~ 

Estimated 67. The estimated cost of each of the plants together 
cost of with the foreign exchange components is as follows:-
tbeplants. 

HARDWAR 

Total Foreign 
Item estimated exchange 

cost component 

Rs. Rs. 
lakhs lakhs 

I. Oxygen Plant 19'91 12'42 
2.. Producer Gas Plant 39'29 21'52 

3. Acetylene Plant 3'26 1'98 
~ • 4. Central distribution sub-station. 

refrigerating plant & compres-
sot. 7°'30 55'91 
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HYDERABAD 

Item . 

Oxygen Plant 
Producer Gas Plant 
Acetylene, Plant 
Boiler Plant , 
Compreswr Plant ' 

Item 

Oxygen Plant 
Producer Gas Plant 
Acetylene Plant . 
Compressed Air Station 

TIRUCHY 

Total Cost Foreign 
exchange 
component 

Rs. Rs. 
lakhs lakhs 

8'00 

32'00 
90·60 
43'28 

5'85 

Total Cost Foreign 
exchange 
component 

Rs. Rs. 
Iakhs lakhs 

13'52 

17'73 
0'58 
9·86 

7'97 
12'24 

0'21 

Nil. 

68. It will be seen that considerable amount is being 
spent on the import of plant and equipment ih respect of 
each of these ancillary plants. During evidence, the 
Chairman of the B.H.E.L. stated that some of these plants 
could be fabricated within the country, but unfortunately 
the demand for such plants was so little that it may not 
be worthwhile to set up an industry for manufacturing 
them. 

, \ 

69. The Committee feel that not much me" h4a bee. Selt. 
laid by the unctenaking on .tf-relii4nce in thil (U wen cu reliance. 
other mdtter.. No serioul effort appears to nave been 
made to enqui!'e if any private entrepreneur or any publie 
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uruUrtaking was prepared to fabricate the plants in ?)iew 
of the fact that three sets of such pl4nts were required by 
the B.H.E.L. Apart from saving vital foreign exchange, 
such a move would have fostered expertise in India in this 
field of industry. 

D. Seamless tubes 

70. For the manufacture of boilers at the Tiruchy pro-
ject, seamless tubes are required. A private party had 
planned to establish a plant for the manufacture of such 
tubes close to the factory hut this did not materialise. 
During evidence it was stated that there were other parties 
also to whom licenses had been gl-anted but none had 
done anything concrete in this regard. It was also men-
tioned that Heavy Engineering Corporation Ltd. had also 
shown interest in the scheme. If these seamless tubes are 
not manufactured within the country, the B.H.E.L. will 
have to spend about Rs. 3 crores annually on imports. 

71. The Committee recommend that in C(J8e none CJIj the 
private parties come forward to manufacture such tubes, 
Government might examine the posribility of setting up 
4 public under$king for manUfacturing such tubes if the 
Heavy Engineering Corporation Ltd. cannot undertake their 
ma1tufacture. Every effort should be made to avoid W(J8tage 
Of foreign exchange on the imports of this material which 
can be etJ$i1li manufactured in the country. 
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FINANCE 

A. Enquiry-loan ratio 

72. The total investment in Bharat Heavy Electricals Gov-
Ltd., as on 31-3-1966, stood as follows:- ernment'. 

(a) Equ:ty Capital 

(b) Loan Capital 

Rs. 4,661 lacs 

Rs. 1,596 lacs 

The equity loan ratio would come to 1:0·34. It is learnt 
that in the budget estimates for 1966--67 there is provision 
for Rs. 1550·00 lacks and Rs. 1650·00 lacks as equity and 
loan respectively. The total in the shape of equity and 
loan would become Rs. 6211·00 and Rs. 3246·00 lacks res-
pectively and the ratio 1: 0 ·52. The capital structure of the 
Company was discussed during evidence with the repre-
sentatives of the Ministry of Industry and the Ministry 
of Finance who explained the policy in regard to this 
matter as follows:-

-"While actually advancing the fund to the public 
sector undertaking" although the ultimate total 
capital is maintained on the basis of fifty-fifty, 
a decision does exist also that the first fifty per 
cent of the total estimated capital' will be given 
in the shape of equity and the subsequent fifty 
per cent in the shape of loan. To give nn ex-
am-pie, for a project of Rs. 30 crares, when the 
work starts the first Rs. 15 crores of the total 
amount will be given in the shape of equity. 
Once this Jimi,t of Rs. 15 crores is reached, then 
funds will be provided in the shape of loan. 
So, at the end of any particular year there can 
be an imbalance between equity and loan but 
when the total outlay is completed for each 
UQdertaking the equity loan ratio will be fifty-
fifty. • 

33 
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73. According to the figures available the total capital 

cost of the Bharat Heavy Electricals Ltd., is estimated at 
Rs. 147·7 crores (including township). On the basis of 
the policy enunciated before the Committee the equity 
capital issued to the Company so far, is below the fifty 
per cent cost estimates and hence if the capital structure 
were to conform to the policy, then no loan should have 
been issued to the undertaking. 

74. The Committee find that the capital structure of the 
Company is not in accordance with the policy laid down 
by Government. 

B. Project Estimate 

75. The Committee were informed that the Project 
estimates for the Hardwar and SwItchgear Units have 
been submitted to Government and sanction is awaited. In 
the case of the Hyderabad and Tiruchy projects, the pro· 
ject estimates have been sanctioned by Government and 
have not been revised till now. 

76. The Committee enquired from the Ministry of 
Industry as to why the project estimates had not been 
sanctioned and were informed as follows:-

"Hardwar Project: 

The project estimate was received in the Ministry on 
29-12-1965. The following files required for reference were 
not available as they had been sent earlier to the Director 
of Commercial Audit:-

(i) File dealing with contract for supply of plant and 
equlpment. 

(ii) File dealing with the contract for supply of work-
ing drawings (Both were sent to Commer'cial' 
Audit on 27-5-1965). 

(iii) File deaUng wilth the acceptance of the Detailed 
Project Report (sent for commercial Audit on 
7-12-1_). 

Files mentioned at serial Nos. (i) and (ii) were 
received back on 28-1-1966 and dIe mentio6ed against 
serial No, (iii) was received baet on the 11th May, '1966. 
The proposal was then examined in July, 1966, but because' 
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of devaluation, the project estimates required revisio •.. 
The Company was requested in August, 1966 to submit 
the revised estimates. . The revised estimates were receiv-
ed in the Ministry on the 8th December, 1966. 

Swttchgear Unit: 

Project estimate was received on the 28th July, 1965 
and after examination was sent to Mialistry of Finance 
for concurrence in September, 1965. Ministry of Finance 
asked for some papers for reference and these were 
furnished on 1-11-1965. In March, 1966 the file was receiv-
ed back from the Ministry of Finance for further examina-
tion from production angle and for furnishing details 
relating to production costs namely turnov£>r, sales Yalue, 
import reduction effected, requirement of components, etc. 
The project was asked to comply in March, 1966 and was 
reminded in, May, 1966 but again because of devaluation 
the project was advised to rework the cost estimates. The 
instruction was issued in June, 1966 and the revised esti-
mates have been received on the 24th November, 1966" 

77. The Committee feel that both the Undertaking and Com-
Government have taken an inordinately long time in ~ittee'8 
rerJard to the prepaTation and sanctioning of the estimates. view. 
Project estimates should be finalised fairly early in the 
execution of the projects and after thoTOUgh examination, 
Government should accord its sanction without any delay. 
The construction of the Hardwar PToject starled in 1963 
and the p-roject has also gone into partial production. It 
is surprising that its project estimates have not been fina-
lised and sanctioned as yet. The explanations given fOT 
the delay aTe not very convincing. 

C. Woddng Capital 

78. The Committee learn that the projects of the Difficul-
B.H.E.L. have felt certain diftlculties regarding their tiel. 
working capital requirements. For instance, in a note 
submitted to the Committee, the Tiruchy Project has 
stated as follGws:-

4'Owemment have not.sanctioned so far any loan 
.to the project for meeting the working capital 
requirements. We approach the State Bank and 
their subsidiaries for our working capital and 
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at present we have a cash credit of Rs. 1501akhs 
for the Tiruchy Project from the State Bank of 
Travancore. We are negotiating with them for 
further advance. Pending the availability of 
adequate funds from the State Bank or its sub-
sidiaries, funds provided 'by Government have 
been utilised to meet urgent revenue expendi-
ture to be recouped as and when further cost 
credit facilities are made available by the Bank. 

We have approached Government to assist us to 
get adequate advances from the State Bank and 
its subsidiaries and also for permission to obtain 
advances from other Banks. 

We have also sought Government's help for working 
capital to fill the gap between our actual needs 
and the credits that may be available from 
Banks from time to time." 

79. The Committee discussed the question of utilising 
the loan funds given by the Ministry of Industry for the 
purpose of working capital. It was stated that the working 
capital requirements of the public undertakings were nor-
mally met by borrowing from banks. As a matter of 
policy the public sector undertakings dealt only with the 
'State Bank of India. The State Bank of India usually 
insisted that there should be some guarantee by Govern-
ment Regarding the Tiruchy Project, it was stated that 
the project had made arrangements for part of their 
requirements from the banks but theiT entire requirements 
had not been covered. 

80. It was stated that the Government was considering 
the provision of loans to the public undertakings for their 
working capital requirements. No decision had, however, 
been taken in regard to this matter yet. In the case of 
the Tiruchy Project the State Bank of Travancore had 
agreed to provide funds up to the limit of Rs. 150 lakhs but 
their requirement was Rs. 360 lakhs. The Ministry of 
Finance had been approached in regard to funds for the 

I • 

'balance of the requirement. Till now, Governme~t's budget 
had not included any provision for financing the public 

.'.ector undertakings for their working capital needs. 
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81. The dif}ic1Llty faced by the Tiruchy project must be Commit-

faced by _ several other projects. If they are unable to tee'. \ 
obtain theiJr requirements from ~nks, the only course recomd -men a-
open to them is to temporarily utilise the funds made tions. 
available by Government fur capital works. This is impro-
per, but in the ciTcumstances, GoveTnment do not see ,11. to 
have left ihe projects with an alternative. The Committee 
-see no reason why the public sector projects should not be 
authorised to borrow their entire requirements from the 
Banks on the 'basis of a guarantee provided by Govern
ment. The Committee would urge a speedy decision on 
this matte1'. 
D. Associating of F.A. & CA.O. in n~otiations with the 

consultants 

82. In the quarterly financial report for the period end-
ing 31-3-1965 in respect of the Hyderabad Project, the 
F.A. and C.A.O. had commented that the agreements with 
the consultants were not screened by the Financial 
.Adviser of the Project. He had stated as follows:-

"As considerable financial outlay is involved one 
would expect that these proposals should be 
subjected to detailed financial scrutiny and 
analysis at the Project level before and during. 
negotiations. As it is, the financial Adviser of 
the unit is not aWSlre of the basis on which the 
prices for individual items for package deals 
have ,been negotiated, nor is he sure whether 
all the financial considerations that should 
weigh before finanlising transaction of thia 
nature have been fully considered. However, 
since all these agreements have had the approval 
of the Govt. it is presumed that they are satis-
-fled with the present practice of dealing with 
this matter. It may not be out of place to men-
tion that apart from negotiations and finanlisa-
tion of Agreements for the supply of capital 
machinery, the negotiations and finalisation ot 
Agreements for the supply of components and 
-raw-materials as also that for technical co-
operation (dt. 2~.) aggregating to Rs. 790 
lakhs have not been subjected to detailed finan-
cial scrutiny at the project level before ftnalisa-
'tion". 
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83. The Secretary of the Ministry of Industry stated 

before the Committee that there were difIeTent levels at 
which such financial matters were considered. When they" 
were considered at the Government level, the Financial 
Adviser was associated. with the decision. When it was. 
considered by the Board of Directors or at the headquarters" 
of the Company, the Director/Financial DirectOT of the 
Company or if there was a F.A. for the Company as a 
whole, he was associated. When a matter was considered 
at the project level, the project'~ Finalu;ial Adviser was 
associated. Quite often, it might happen that a project's 
Financial Adviser may not have been associated with a 
matter which was dealt with at the headquarters level. 

84. As regards the agreements to which the F.A. & 
C.A.O. of Hyderabad has alluded to in his comments, 
according to the Chairman, B.H.E.L., these wfi!re the princi-
pal agreements entered into with the consultants, which 
implied that the projects need not have been consulted. 
The agreements were concluded by the Chairman and not 
the Project Authorities. 

85. There is apparently some confusion about the role 
of the F.A. and C.A.O. in regard to the financial scruiiny 
of the proposals. It should be advantageous to associate 
the F.A. and C.A.O. when entering into agreements with 
j01'eign . consultants \lind coZlabo1'ators which involve size. 
dble financial commitments. The Committee have found" 
disparity t" the powers exercised by the F.A. and C.A.O. 
in the public undertakings. The Committee recomme,ul 
that Gooernment should issue suitable directions on this 
matter in order to clarify the role of the F.A. and C.A.().r. 
in the public undertaking •• 
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ORGANIZATION AND PERSONNEL 

A. Board of Direetors .,. 
86. The Company Is managed by a Board of Directors Compo. 

'Consisting of six members. Three of the present' members s~~c: • 
including the Chairman have experience 01 the electrical ~oard. 
industry. The others are the representatives of the 
Ministry of Finance, the Ministry of Industry and a repre-
sentative of the U.p. Government. It is the policy of 
Government to have the representatives of the other State 
'Governments to be the members of the Board, in rotation, 

87. The Board of Directors have set up a standing sub- Stand-
Committee, comprising of three Directors including the ing 
Chairman. The other members of the Committee are the ~_ 
representatives of the Ministries of Industry and Finance. mi.ttee. 
The power and runctions of this sub-Committee are to 
consider any matter that may be referred to it by the 
Board of Directors. The Chairman can also refer to this 
'Sub-Committee any important and emergent matter for 
decision, which would normally need the consideration of 
the Board of Directors. 

At the meetings held by the sub-Committee, some of the 
important decisions taken by it are as follows:-

(1) At the first meeting held on 5-12-1964, the sub-
Committee considered and approved the Revised 
Estimates for 1964-65 and Budget Estimates for 
1965-66 in respect of the Ranipur Unit. 

(2) At the secon.d and third meetings held on 13-5-
1965 and 17-9-1965 respectively the sub-Com-
mittee considered and approved the Project Esti-
mates of the Ranipur ~roject. 

.(3) At· the second ihd third meetings held on 13-5-
1965, 17-9-1965 respectively, the sub-Committee 
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considered the question of getting subsidy under 
the Subsidised Industrial Housing Scheme of the 
Government of India for the townships of the 
Company. 

(4) At the fourth meeting held on 26-11-1965 the 
Bub-Committee considered the Pricing Formula 
for pricing of the products of Tiruverumbur and 
Ramachandrapuram Units and laid down certain 
guide.-lines on which the prices were to be work-
ed out. 

89. The Committee feel that it would not be right for 
the sub-Committee consisting only of the Chairmbn and 
two otJicia.l Members to take decisiom on such important 
matters like the Budget estimates and the Project estimate.Of 
without bringing to the notice of the Board. Such import
ant matters should be decided by the full Board. The 
present Board is a compact board of six members and it 
shcruld not be difficult for it to meet to cOnsider such 
important matters. 

90. The Committee would su.ggest that in case it is neces-
sary to have a standing Bub-Committee, the powers and 
functiona of su.ch " su.b-Committee should be specified in 
writing. 

B. Personnel on Deputation 

91. The number of persons who are on deputation from 
Government services to the various projects are as fol-
lows:-

Central Govt. Stat'! Govt. Railways 

(i) Head Office 2 6 

(ii) Hardwar Unit 21 14 
(iii) Hyderabad Unit 17 25 
(iv) Tiruchy Unit 3 II 17 

I 92. It will be noticed that a .large number of personS 
have been taken on deputation from Government d'epart-
ments to the projects of the Company. Even a peon in the 
Headquarters office is on deputation. It was noticed that 
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the majority of the deputationists are from the Railways 
and the State Governments. 

93. Explaining the position during evidence, the Chair- Reasons 
man of the Bfiarat Heavy Electricals Ltd. stated that the for taking: 
deputationists were taken initially when the projects start- t~ep~tat • 
ed f A S · "1 k I loms s. , or ccounts erVlces. In regard to CIVI wor s a so, 
he thouglit that it would be a· good pOlicy to take deputa-
tionists so that the problems of dispensing with their ser-
vices might not arise affer the construction was over. As 
regards the Accounts Departments, he said that initially 
when die work started, the accounts work in the projects 
was more en: less similar to that done in other Govern-
ment Departments. Such of the deputationists who were 
found to be useful and were willing to be absorbed in the 
Company, were a1bsorbed. Many employees who had ini-
tially come on deputation had been absorbed permanently 
in the Company. 

94. The Committee are not VeTy happy over indefinite Com-
employment of deputationists from Gove-rnment Depart- mittee'. 
ments in the projects. Even in the initial phase of a pro- reconl. 

ject, the best persons who have knowledge of procedures in ~:~.a
commercial organizations should 'be chosen. If a man has 
to be taken from a Government Department and if his work 
and conduct aTe found satisjactoTY, he should as far as 
possible be permanently absorbed in the oTganih1:Ltion, sub. 
ject to the condiJtiom of service of the company. This will 
enable the ltafJ of the Company to develop a sense of be-
longing right from. the start of their career. 

C. Recruitment of Retired Personnel 

95. The following is the list of retired persons employed 
in the projects of the Company:-

HEADQUARTERS, NEW DELHI 

Sl. Category 
No. 

• 
I Chiirman. 
2 PA to Chainnan 

• 

Period of Employment 

From To 

7-8-68 
2-8-67 
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I 

I 

2 

3 .. 
5 

I 

2 

1 

2 

3 

3 

HARDWAR 

Project Administrator . 13-6-66 
Chief Engineer (Elec.) 7-5-65 
Zonal Engineer (Design) 3-12-63 
Asstt. Engineer (Civil) 20-5-64 

Asstt. Engineer (Civil) 29-1-66 

HYDERABAD 

District Controller of Stores . 25-5-62 
Chief Medical Officer . 2-5-66 

TIRUCHY 

Supdt/Stores and purchase 31-7-65 
Security Officer 14-9-65 
Security Inspector 15-7-64 

SWITCHGEAR 

NIL 

.. 

12-6-69 
6-5-68 

2-12-66 
19-5-67 
28-1-67 

4-1-67 
1-5-67 

29-1-67 
14-9-66 
31-5-67 

96. During eviden(.'e, the Chairman of the B.H.E.L. 
exrlampd that the P.A. to the Chairman actually came 
from the. Northern Railway when he was in service. He 
came ,m deputation. He retired from RaHway service at 
the age of 55 years but since he was in good health, his 
sel'\'ic~ were l'etained. The Project Administrator at 
HardwCtr was a tech'nical officer appointed by Government. 
The Chief Engineer at Hardwar had got wide experience in • 
electrical t=ngineering. There was a Jot of electrical work 
to be <lone at Hardwar. It was thought that his eX'perience 
would be very useful for this proJect, and so he was recruit-
ed for the const.ruction phase. In the case of the Zonal 
Enginet:r (Design), he was an expert structural engineer. 
The Assistant F.ngineer (Civil) was employed specially for 
laying of thE' sidings etc. The District Controller of Stores 

. was an Air Force Officer who had experience in stores. 
"The Medical Officer was a very experienced Anny OfBcer 
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who had experience in organising hOSl\itals. The Superin-
tendent of Stores & Purchase come from Madras on depu-
tation. He retired at the age of 55 but was retained fur-
ther. He was only 55 years of age and was an experienced 
man. 

97. The Committee feel that considerations of experience Commlt-
alone jor employment oj retired personnel is not a very con- tee's 
vincing argument as all retired persons have experience. recom-
Employment oj rmred personnel results in the blocking of mendation. 
opportunities for the younger people. It is understandable 
that retired persons having some specialised knowledge or 
experience very vital to the undertaking being employed 
for some time, b1Lt for normal jobs like those of civil en,.. 
gineers or personal assistants, for which any number of 
candidates are available in the' country there does not ap-
pear to be any j1LStificatiJon for appointment of retired per-
sonnel. 

98. The Committee would, therefore, recommend that 
Government should lay down a clear policy regarding the 
employment of retired persons in the public sector under
takings. 

99. The Conunittee discussed the appointment of a re- Appoint-
tired person as Chairman of the Company with the repre- moot of 
sentatives of the Ministry, during oral evidence. The Secre- retired 
tary of the Mi'nistry of Industry explained to the Commit- ~~~. 
tee that the Government's pollcy in this regard was to 
select the best man possible but he added that as working 
rule, Government was at present preparing a panel of 
names for appointment to top posts in Government u'nder-
takings. One of the conditions for selection of persons to 
this pannel was that nobody above the age of 58 would be 
eligible. As regards the present Chairman, it was 
stated that he retired from the Railway Board on attain-
ing the age of 59 years a'nd joined B. H. E. L. immediately 
thereafter, although decision to appoint him was taken 
earlier. The appointment given to him was for three yeaJ'CI 
He further stated that for maintaining continuity and eft!-
cient working of an organization, the Chairman or Manag-
ing Director's t~nure !'lhould llot be less than 4 year~, 

100. The present Chairman of the Company has been Cornmit-
appointed for a pe nod of 3 years i.e. from 1965 to 1968. The u;e' • 
. Company WaB fortunate to M1U! an experienced man Wee VieW. 
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the present incumbent as the top administrator. The Com
mittee are, however, constrained to note that Government, 
even now, after having considerable experience in setting 
u.p public sector projects have to face difficulties in finding 
su~table persons to 'ffl4n the torp posts iTi-'th4 public sector 
projects. That Goverrnment have to employ retired and 
superannuated perrBOn:; for such posts shows that no effec
tive steps have yet been taken to train persons at the mid
dle managerial level from where persons jor the tOp posts 
could be drawn. In the case of the B.H.E.L., Government 
had some experience in settilng u.p a~ electrical plant at 
Bhopal and if fY"oper attentW,'n had been paid to this aspect, 
it would, perhaps not have been difficult to find persons to 
man the top posts in the B. H. E. L. "jTOm Bhopal or some 
other similar public undertakings. The present Chairman 
would retire in 1968, and Government would again be con
fronted with the problem of finding a man. to replace him 
then. 

D. Surplus staft 

101. It is learnt that conseqUe'nt on the completion of the 
construction of the projects, some staft' will have to be re-
trenched. It has lbee'n stated that the ministerial and class 
IV staft will be abso~bed. to the extent possible, in the 
factories. Deputationists will be returned to their parent 
departments. A certain number will be absorbed for main-
tenance purposes. Surplus staff will be allowed to seek 
jobs elsewhere. Some will be transferred to other units of 
the Company where consiructidn work may still be going 
on. The balance will be discharged. 

102. During evidence, it was further stated that in the 
case of civil engineers, some retrenchment will have to be 
done. So far as the Tiruchy Project was concerned there 
was no immediate prospect of any retrenchIu~t ,because 
the surplus staft' will be absorbed in the expansion scheme. 
Similarly, in the Hardwar Project, th~, surplus staff will 
be immediately absorbed hi the Foundry Forge.Project but 
ultimately when the project is completed., about 1080 per-
sons who were mostly daily-rated workers, wilL become 
surplus and will have to be retrenched. 
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103. The representatives of the Ministry aBI!Iured the AbtIorp-

Committee, during evidence, that Government were tak- tion at 
ing every step practicable to ensure that these men were ::;lUa 
not rendered unemployed dn completion of the projects. . 
The Committee hope that Go1>ernment and the project 
authorities would give earnest attention to this problem 
and make suitable arrangements for the absorption of sur-
plus personnel elsewhere 10 that the projects are not bur-
dened with surptua *fl. ~. '. , 

E. Resignation of person. 

104. The Committee obtained the following figures of 
persons who had. resigned from the service of the Company 
during the last three years: 

Hardwu 9 
Hyderabad 

Tiruchy 

98 

19 

105. It will be seen that a disproportionately large num-
ber of people had resigned from the Hyderabad Project. 
The Committee learnt that the management were not 
aware of the real reasons for the resignations of most 
of the employees. Sixteen of the 98 persons were stated 
to have resigned obecause they obtained better jobs else-
where and 5 for continuing their studies. 77 people were 
stated to have resigned for personal reas<1.I1s or ill health. 
The Committee feel that th.is large 'figure indicates some 
inherent cause which might have persuaded these persons 
to resign tMir jobs. It might be beneficial for the manage
ment to investigate into the causes of these resignations 
and take remedial achon if neceslCl1'1l. 
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CONCLUSION 

106. The Committee examined the projects of the Bharat 
Heavy Electricals Ltd. at a sta_-...,.hen all of them were 
under construction and partial production had commenced. 
Like most other projects, they are also confronted with 
many special problems like the availablity of construc-
tion material e.g. steel, cement etc. in the required quanti-
ties and at the proper time, the timely receipt -of working 
drawings from the Consultants and plant and machinery 
from foreign as well as indigenous sources, firm arrange-
ments for receipt of raw materials etc. The projects of the 
Bharat Heavy Electricals Ltd., have suffered to some ex-
tent on account of these difficulties. Notwithstanding these, 
however, the Project Authorities have, by and large, done 
fairly well in grappling with their problems. The Com-
mittee have however pointed out a few matters which de-
serve attention. Some of these are---

(i) The estimated cost of a project, the investment 
and the likely return on such investment etc. are 
some of the basic considerations in the matter of 
setting up an industrial project and should not 
be omitted. 

(ii) In the case of the B.H.E.L. projects, the econo-
mic aspects of location do not seem to have been 
given due consideration. 

(iii) A time schedule for the construction of a pr0-
ject is very important both for its timely com-
pletion and for a proper managerial control dur-
ing the construction stage. This important as-
pect was omitted in the case of the Hardwar 
Project. 

(iv) It is desirable that pew projects.get their sup-
plies of construction material like steel,rcement 
etc. in time without diftlculty. 

46 
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(v) Intensive efforts should be made to obtain mate-
rials required by the projects of the B.H.EL. 
from inCugenous sources. Research should also 
be conducted for import substitution. 

(vi) There has been an inordinate delay in regard to 
the sanctioning of the project estimates by Gov-

ernment. 

(vii) Proper arrangements should be made to enable 
projects to obtain their requirements of working 
capital so that capital funds are not utilised for 
working expenditure. 

107. The Committee hope that the projects will be com
pleted on schedule and will be able to fulfil their objectives 
without much difficulty. Power supply is the key to pros
perity and every effort should be made to ensure that com
mitments in regard to supply of basic machinery for power 
generation are fulfilled in time. The role of the B.H.E.L. 
is great in this regard and the Committee hope that the 
undertaking will live up to its responsibilities. 

NEW DELHI; 

MaTch 3, 1967. 
-- -----

Phalguna, 12 1888 (S). 
D. N. TIWARY, 

Chairman, 
COmmittee on Public Undertakings. 
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SUMMARY OF CONCLUSIONSIRECOMMENDATIONS 

Reference to Summary of 
S. No. para No. in Conclusions I Recommendations. 

the Report 
-- .. _ .. _------ -"--' --- .. --.-----. --------

1 2 

I 14 

2 IS 

3 18 

3 

The report of the Technical Committee for site 
selection reveals that the primary consideration 
for choosing the present sites of the projects 
was technical. The economic aspects of location 
do not seem to have been given due considera-
tion. 

It will be seen that the thr~ projects of the 
B.H.E.L. are in more senses than one, inter-link-
ed. with each other. The turbines, generators, 
motors, pumps, boilers etc. whiCh would be re-
quired. for a single power project would be manu. 
factured in three different places. The forging:~ 
and castings to be manufactured at Hardwar will 
form component units of the same equipment 
and as such these will have first to ,be transport-
ed to the other factory before bei'ng fitted. and 
transported to the power project site. It is 
apparent that the ultimate cost of the assembled 
equipment to the consumers will increase due 
to the location of the three plants so far away 
from each other. The problem is of special 
importance in this particular case because the 
State will be the biggest purchaser of the pro-
ducts of the company, and as such, the ill effects 
of the location will have to .'be suffered by the 
public. The Committee feel that this is a matter 
of vital relevance in the location of the projects 
a'nd seems to have been altogether ignored. 

The reasons given in justification of locating 
the Head Office ot the B.H.E.L. in Delhi, are 
familiar, ones. The ~ommittee f*l that this 
tendency to concentrate Head Oftices in" Delhi 
should be curbed.. While they agree that liaison 

4B 
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work with the D.G.T.D. etc. is important during 
the construction phase, this matter would lose its 
importance once the projects have gone into pro-
duction. The argument that the interference in 
the day-to-day administrati<1n of a project by the 
Head Office will be more if the Head Oftlce is 
located near a Project, does not also appear very 
convincing. The Committee suggest that as soon 
as the construction of the projects are' over, the 
desirability of shifting the Headquarters office to 
another place e.g., Hycierabad which apart from 
being. central, will be nearer to two projects, 
might be examined. 

The Committee corusider that the estimated 
cost, investment and likely return on such invest-
ment are some of the basic considerations in the 
matter of setting up any industrial project. It 
is surprising- that these aspects were not take:n 
into consideration before taking a decision for 
setting up the projects of the B.H.E.L.. Th~ 
argument of the Secretary of the Ministry that 
costs and profitabifity were of a secondary impor-
tance at that stage is not a sound one. Conside-
rations of self-reliance are undoubtedly impor-
tant, but the economic aspect of any scheme is 
equally important. The Committee hope that 
Government will insist on having these impor-
tant and basic data worked out before sanction-
i'ns a project. 

27 The delay of 15 months between the receipt of 

3S .. 

the Preliminary Project Report and the commis-
sioning of the Detailed Project Report in the case 
of Hardwar Project was unduly long a'nd the 
explanation given for the delay is not convicing. 
It was apparently not a matter which required 
such a deep thought and investigation before 
dpciding as to what should be done. Such long 
ddays upset planning cO'nsiderably, and lead to 
avoidable consequential diffioulties. This is ell-
pecially so in this case where two or three pro-
jects are linked together. 

The Committee cannot but conclude that there 
was ll9 proper coordination between the CWPC, 
the Plannmg Commission and the Ministry con-
cerned in regard to the unit sizes of the turbo-
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generator sets to be produced at the Hyderabad 
Project. It is surprising that a decision to manu-
facture 25 'MW units was taken and plans in this 
regard progressed with foreign consulta'nts with-
out having the whole question thoroughly exami-
ned, A committee was appoi'nted only in early 
1962 i,e" 15 months after it was decided to manu-
facture 25 'MW units and when the D.P.R. was 
about to be ready. This committee reported in 
July, 1962 and though it was headed by the 
senior most official of the C.W.P.C., its recom-
mendations were not the same as the decisions 
arrived at by the Planning Commission, who had 
decided upon 100 ~M.W size units. It is obvious 
that there was no crystallised thinking on this 
subject. The Committee regret the manner in 
which the project was conceived and proceeded 
with without basic data or exact knowledge of 
the future requirements. 

The Committee ftno tbat in the case of thp 
Projects of the B.H.E.L., the economic as-
pects like total capital cost, profitability 
etc. were not brought to the notice of the 
Cabinet. The economic viability of a Project is 
Il very important aspect which must be fully 
afisessed before taking a decision regarding its 
setting up. The Committee, in their'Thirteenth 
report have recommended that Government 
should lay doWn the form and the manner in 
which the Cabinet approval to projects is sought. 
The Committee had then suggested that for this 
purpose a list of all the basic information to be 
included i'n the no'te should be drawn and that 
it should be ensured that nothing of importance 
from the technical or economic point of view was 
omitted. Every proposal which is put up tp the 
Cabinet for ap'Proval should also contain an in-
dication of the investment-output ratio, The 
Committee would like to reiterate the recom-
mendation and hope that in the case of all the 
projects to be set up in the public sector in future 
this aspect· wID also be indicated. 

A time-schedule for the construction of a pro-
ject is very essential both for its timely comple-
tion and for a proper technical and administra-
tive control during the constructiO!'l stage. In 
the case of the Hardwar project, the project 
authorities had obviously no knowledge of such 
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a schedule before they started the execution 01 
the project. The plea that the volume of the 
Detailed Project Report containing the time-
schedule was not delivered to the project autho-
rities by the consultants is no justification. There 
does not appear to have been any effort made to 
obtain the time-schedule or for that matter even 
to prepare one. If Government had prepared a 
check list of items which should be covered in a 
Ddailed Project Report and checked the items 
before the commencement of the project, such an 
important item could not have been overlooked. 

The Committee hope that all efforts will 
be made to complete the various blocks of the 
Hardwar Project without any further delay. The 
Committee do not see why the ta'rget date f",' 
completion of the project should be advanced to 
31st March, 1969 merely because the financial 
year happens to end on that date. The projects 
should be completed as early as possible and it 
should not necessarily synchronise with the end 
of the financial year. Delaying the completion 
even by 3 months would add to the cost of the 
Project. 

The Committee find that in spite of a provision 
in the agreement regarding the timely supply of 
foundation drawings for the heavy equipment of 
the Hardwar Project. these have not been receiv-
ed according to stipUlation in the agreement. The 
inclusion of a penalty clause in an Agreement 
might have a salutary effect in preventing delays. 
Possibility of including such a provision in the 
future contracts might be examined.. 

The Committee suggest that Government might 
examine the following suggestions made by the 
Bharat Heavy Electricals Ltd., regarding the 
supply of items of steel to the projects: 

(i) High priority should be given for 
supply of heavy structurals and M.S. 
plates for projects, which are approved 
by Government. 

(ii) Items of steel which cannot be easily 
obtained in time from indigenous pro-
ducers should be allowed to be import-

• ed freely, so that construction tlme-
schedules are not disturbed. 
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It may also be considered whether other con-
struction material like cement etc. can be made 
available to the projects on a high priority basis. 
Since availabilitv of these materials in time and 
in required qua'ntity is vital for the timely com-
pletion of the projects, it is necessary that Gov-
ernment should ensure that the projects get their 
supplies of construction material without diffi-
culty. 

It is noticed that all at present, considerable 
quantities of raw-materials will have to be im-
ported for the manufacture of electrical equip-
ment by the projects of the B.H.E.L. While this 
is partly inevitable till the Alloy Steel Projects 
go into production, the Committee feel that firm 
arrangements should be made with the Hindustan 
Steel Ltd., or other private steel manufacturers 
in the country for the supply of steel and alloy 
stsoel requirements of the B.H.E.L. The Commit-
tee would have expected the B.H.E.L., along with 
the Heavy Electricals (India) Ltd., Bhopal to 
mnke an all out effort to obtain their require-
ments indigenously to the maximum extent pos-
sible, including the encouragement of setting up 
of new ancillary industries or the starting of new 
i terns of produCtion by existing factories. There 
is not much evidence that this has been done. 
The Committee hope that intensive efforts will 
be made in this direction. 

The Committee would urge that intensive 
efforts and research should be made for using 
substitute materials, easily available in India, for 
m3terials which are imported, so that depen-
dence on imports may cease. One such item is 
copper which is being replaced by aluminium to 
a great extent in the electrical ~'lldU8try. Ano-
ther field which may be fruitfully investigated is 
insulation material for which good possibilities of 
indigenous substitution appears to exist. The 
Committee hope that the company as well as the 
DGTD will give this matter their earnest atten-
tion. 

The Committee feel that in the matter of 
detailed drawi~ and the bod~ compositions of 
the spare parts 3nQ components of the.plant and 
equipment due attention should be given by the 
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management. Drawings and body specifications 
of imported spares and components are most 
important requirements if dependence O'n foreign 
suppliers is to be eliminated. The B.H.E.L. 
should make earnest efforts to obtain these from 
the consultants and suppliers and if efforts fail, 
the drawings should be made by the Research 
and Development section and advance arrange-
ments made for obtaining the special alloys or 
metals with which the components are made. 

The Committee recommend that every endea-
vour should be made to completely do away with 
imports of spares for electrical equipment already 
in use in the country. All users of such equip-
ment might be told to procure or prepare the 
drawings and designs of the varioUs parts and 
components required by them so that indigenous 
manufacture could be undertaken. The factories 
of the B.H.E.L. should do their utmost to manu-
facture such spalfes. Government should also 
enc()urage actual users to place their orders with 
the B.H.E.L. rather than allowing imports. 

The Committee feel that not much stress has 
been laid by the undertaking in exploring the pus-
sibility of fabricating plant and equipment of the 
ancillary plants within the country. No serious 
effort appears to have been made to e'nquire if 
any private entrepreneur or any public under-
taking was prepared to fabricate the plants in 
'view of the fact that three sets of such plants 
were required by the B.H.E.L. Apart from sav-
ing vital foreign exchange, such a move would 
have fostered expertise in India in this field of 
ioviustry. 

71. The Committee recommend 1jhat in case 
none of the private parties come forward to manu-
facture seamless tubes, Government might exa-
mine the possibility of setting up a public under-
taking for manufacturing such tubes if the 
Heavy Engineering Corporation Ltd. cannot 
Wldertake their manufacture. Every effort should 
be made (0 avoid wastage of foreign exchange,on 
the imports of this material which can be easily 
manufactured in the country. 
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The Committee find that the capital structure 
of the Company is not in accordance with the 
puliey laid down by Government. 

Tne Committee feel that both the B.H.E.L. and 
Government have taken an inordinately long time 
in regard to the preparation and sanctioning 
of the estimates of the Hardwar Project and 
the Switchgear unit. Project estimates should bp 
finalised fairly early in the execution of the pro-
jects and after thorough examination, Govern-
ment should accord its sanction without any 
delay. The construction of the Hardwar Project 
started in 1963 and the project has also gone intc.. 
partial production. It is surprising that its estI-
mates have not been finalised and sanctioned as 
yet. The explanations given for the delay ar~ 
not very convincing. 

The difficulty faced by the Tiruchy project 
in regard to its requireme'nts of Working Capital 
must be faced by several other projects. If they 
are unable to obtain their requirements from 
Banks, the only course open to them is to tempo-
rarily utilise the funds made available by Gov-
ernment for capital works. This is improper, but 
in the circumstances, Government do not seem 
to hllve left the projects with an alternative. 
The Committee see no reason why the public 
sector projects should not be authorised to borrow 
their entire requirements from the Banks on the 
basis of a guarantee provided by Government. 
The Committee would urge a speedy decision on 
this matter. 

There is apparently some confusion about the 
role of the F.A. & C.A.O. in regard to the finan-
cial scrutiny of the proposals. It should be ad-
vnntSlgeous to associate the F.A. & C.A.O. when 
entering into agreements with foreign consul-
tants and collaborators which involve sizeable 
financial commitments. The C'-ammittee have 
found disparity in "the powers exercised by the 
F.A. & C.A.O. in the public undertakings. The 
Committee recommend that Government should 
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issue suitable directions on this matter in order 
to clarify the role of the F .A. " C.A.Os. in the 
publi.:: undertakings. 

The Committee feel that it would not be right 
for the sub-Committee of the Board of Directors 
consisting only of the Chainnan and two ofBcial 
Members to take clecisions, on such important 
matters like the Budget estimates and the Project 
estimates without bringing to the notice of the 
Doard. Such important matters should be decid-
ed by the full Board. The present Board is a 
comp.)ct board of six members and it should not 
be difficult for it to mept to consider such impor-
tant matters. 

The Committee would suggest that in case it is 
necessary to have a standing sub-Committee, the 
powers and functiOns of such a sub-Committ~e 
should be specified i'n writing. 

The Committee are not very happy over inde-
finite employment of deputationists from Govern-
ment Departments in the projects. Even in th~ 
initial phase of a project, the best persons who 
have knowledge of procedures in commercial or-
ganizations should be chosen. If a man has to be 
taken from a Government Department and if his 
work and conduct are found satisfactory, he 
should, as far as possible, be permanently absorb-
ed in the organisation. SUblect to the conditions 

of service of the company. This will enable the 
staff of the Company ~o develop a sense of be-
longing right from the sttlrt of their career. 

The Committee feel that considerations of 
experienr.e alone for employment of retired per-
sonllel lS not a very convincing argument as all 
retired persons have experIence. Employment of 
retired personnel results in the blocldng of oppor-
tUnitiC::E for the young~r people. It is under-
standable that retired Derllons having some ape-
cialis~d knowledge or experience very vital to 
the undertaking being employed for lome time, 
but for normal jobs like lhose of civil engineers 
or personal Assistants ,for which any number of 
candidatet are available in the country there 
does not appear to be any justification fol' 
appointment of retired peJ:'80nnel. 
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The Committee would recommend that Gov-
ernment should lay down a clear policy regard-
ing the employment of retired persons in the 
public sector ·undertakings. 

The present Chairman of the Company has 
been appointed for a period of 3 years i.e. from 
1963 to 1968. The Company was fortunate to 
nave an experienced man like the present incum-
bent as the top administrator. The Committee 
are, however, constrained to note that Govern-
ment, ~ven now, after having considerable ex-
perienc.:: in setting up public sector projects have 
to face difficulties in ftndi~'1g suitable persons to 
man the top posts in the public sector projects. 
That Government have to employ retired and 
superannuated persons for such posts shows that 
no effective steps have yet been taken to train 
persons at the middle managerial level from 
where persons for the top posts could be drawn. 
In the case ortne B.H.E.L.; Government had somE> 
experience in setting up an electrical plant at 
Bhopal and if proper attE'n~jon had been paid to 
this aspect,it would, perhllrF not have been dim-
cuI t to find persons to man the top posts in. the 
B.H.E.L. from Bhopal or some other similar pub-
lic und."'!rtakings. The pref':ent Chairman would 
retire in 1968, and Government would again be 
confronted with the pNblem of finding a man to 
replace him tlien. 

The representatives of the Ministry assured 
the Committee, during evid.-;!"tce, that Government 
were ta:dng every step pructicable to ensure that 
the staff rendered surplus on completion of the 
projects were 'not render~ri unemployed. 11le 
Committee hope that Government and the pro-
jects authorities would give earnest attention to 
this prol:1em and make suitable arrangements for 
the absorption of' surplus personnel elsewhere so 
that the projects are not burdened with surplus 
staff. 

A di5.proportionately large number of people 
had resigned from the Hyderabad Project. 11le 
Committee learnt that th:· mana~ment were not 
aware I)f the real "-!aSon~ !or the resignations of 
most of the employees. Sixteen of the 98 persons 



1 2 

107 

• 
• 

57 

3 

were stated: to have resigned becauae they obtain-
ed better jobs elsewhere and 5 for continuing 
their studies. 77 people were stated to have 
resigned for ·personalreasona or ill health. The 
CommitteI' feel that thi~ large figure in.clicates 
some inherent cause whIch might have persuad-
ed these persons to reilign their jobs. It might 
be beneficial for the management to investigate 
into the causes of these resignations and take 
remedial action if necessary. 

The Committee hope thl'l.ttheprojects will be 
completpd on schedule llnd will be able to fulfil 
their objectives without much difficulty. Power 
supply is the key to prosperity and every effort 
should be made to ensure that commitments in 
regard to supply of basic machinery for power 
generation are fulfilled in time. The role of the 
B.H.E.L. is great in this regard and the CommIt-
tee hope that the undertaking will live up to itl 
responsibilities . 

• 
GMGIPND-LS-I-z603(Aii) LS-Z7-;-6?-lz70. 
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