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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings, having beea 
authorised by the Committee to present the Report on their behalf, present 
this Forty-sixth Report on Indian Drugs and Pharmaceuticals Ltd., New 
Delhi. ' 

2. This Report is based on the examination of the working of Indian 
Drugs and Pharmaceuticals Ltd. upto the year ending 31st March, 1968. 

3. Thl' Committee visited the Antibiotics Plant at Rishikesh on the 
25th and 26th September, 1968; the Surgical Instruments Plant at Madras 
011 the 12th OClobt'l', 1968, and the Synthetic Drugs Plant at Hyderabad 
on the 14th OctC'ber, 1968. The Committee took evidence of the represen-
tatives of Indian Drugs and Pharmaceuticals Ltd., on the 14th and 15th 
January, 1969, and of the Ministry of Petroleum and Chemicals on the 
16th 1anuary, 1969. 

4. The material relating to the Indian Drugs and Pharmaceuticals Ltd. 
was processed at various stages by the Study Group I on Chemicals and' 
Petroleum Undertakings of the Committee. The Report was adopted by 
the Committee on the 18th April. 1969. 

5. The Committee wish to express their thanks to the officers of the 
Ministry of Petroleum and Chemicals and the Indian Drugs and Pharma-
ceuticals Ltd. for placing before them the material and information that 
they wanted in connection with their examination. 

6. The Committee also wish to express their thanks to the non-official 
organisations/individuals who. on request from the Committee, furnished 
their views on the working of Indian Drugs and Pharmaceuticals Ltd. 

NEW DELHI: 

April ,1969. 
Vaisakha • 1891 (S). 

G. S. DHILLON, 
Chairman. 

Committee on Public Undertak;nRS~ 

( vii) 
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INTRODUCTORY 

On the 29th May, 1959, the Government of India entered into an 
agreement with the Government of the U.S.S.R., with a view to establish 
in the public sector, plants for the manufacture of antibiotics, synthetic 
drugs, surgical instruments, phyto-chemicals and glandular products with 
the Soviet collaboration. The Government of the U.S.S.R. undertook to 
provide a 19an of Rs. 9·52 crares to cover technical services including 
the training of Indian technicians at the Soviet plants and the cost of 
machinery and equipment to be imported for these plants. 

1.2. The project for the production of glandular products was postpon-
ed for want of facilities of a modern slaughter house in the country and 
the phyto-chcuucal project which was established at Neriamangalam 
(Kerala) w'lls abandoned late. on as an unworkable proposition. 

1.3. On the 10th June, 1960, four contracts were signed with MIs. 
Technoexport, Moscow, for the preparation of Detailed Project Reports 
in respect of these projects. In the beginning, the projects were executed 
by the National Industrial Development COT!'oration. 

1.4. On the 5th April, 1961, the Indian Drugs and Pharmaceuticals 
Ltd., (I.D.P.L.) was set up as a Government company and in November, 
1961 Government of India assigned to the company all the rights and 
obJigations under the Agreement with the Soviet Union dated the 29th 
May, 1959 relating to the loan of Rs. 9·52 crores and the four contracts 
with MJs. Technoexport, Moscow mentioned above. 

l.5. At present I.D.P.L. is concerned with the following 3 proiects:-

(i) Antibiotics Project at Rishikesn; 
(ii) Synthetic Drugs Project at Hyderabad; and 
(iii) Surgical Instruments Project at Madras. 

1.6. The working of IDPL was examined by the Committee on Public 
Undertakings (3rd Lok Sabha) in 1965-66 and their recommendations 
were contained in the 22nd Report of the Committee which was presented 
to Parliament on the 29th March, 1966. The Report on the action taken 
by Government on those recommendations is contained in the 30th Report 
of the Committee on Public Undertakings (4th Lok Sabha), which was 
pre~nted t~ PArliAment on the M April, 1969. 

1.7. In the present Report, the Committee have reviewed the working 
of I.D.P.L. during the subsequent period and have also touched upon some 
aspects which had not been covered in their earlier Reports. 



II 

COLLABORATION ARRANGEMENTS 

The Indian Pharmaceuticals Delegation, led by Dr. Kane, which visited 
Soviet Union and other countries in Europe in 1956 had illler alia 
recommended as follows:-

"While one must admire the manner in which the pharmaceuticals 
and drugs industries have been developed in the U.S.S.R. it 

must be admitted that in the antibiotics field the techniques 
employed in Western Europe and in the U.S.A. are morl; 
advanced and the yields are higher. A similar position exists 

with respect to some of the vitam.ins. Since the cost of pro-
duction of a drug will depend to a great extent upon the yields 
obtained in each process, it would appear desirable to explore 
other sources of collaboration in these fields bef\')~ taking final 
decisions" . 

2.2. Dr. Kane submitted .. note to Government soon after his return 
from the USSR in November. 19S6 an extract from which is reproduced 
below: 

"Experts of the Soviet Union have designed pharmaceuticals and 
Dru!,!, Plants for establishment in some Eastern European 
countries and in China. Some of these units have capacities 
similar to those recommended for establishnient in India by tbe 
USSR team of e).perts. The drawings and details ot equip-
ment nre therefore readily available and if it is decided to seek 
their collaboration, there may be 3 savina in time." 

2.3. In 1955-56, the country was mainly dependent on the imported 
finished product!. and manufacture was based on penultimate importea 
intermediates. The cOBsunlption was on the increase and the imports of 
drugs and dyestuff .. was of the order of Rs. J S crores per ann-urn. 

2.4. The Committee durin2 the evidence of the representatives of 
to.P.L. enquired about the need for going in for collaboration with the 
U.S.S.R. for drugs which were already being produced in the country. 
The Chairman. I.D.P.L stated that Distatin and tetracycline were not being 
produced in the country at that time. The Hindustan Antibiotics Ltd .• 
Pimpri was producing only 2 to 3 tannes of penicillin in 1956 though their 
present production was about 40 toones. Asked whether at least penicil-
lin could nol have been produced with the help of HAL. Pimpri, the 
Chairman. IDPL stated that the Kane Committee's Report recommended 
",It dllS eouij be done tn lndla. White examining the representatives of 
the Ministry 'of P('troleuOl :lOd Chemicals. the Committee asked \vhy Gov-
ernment of India had decided to !!O in for collaboration with the USSR 



when the Kane Committee of 1956 had observed that the Soviet technology 
was up-to-date only with regard to one or two items and in respect of all 
the other drugs, the technology of the Western countries was more advanc-
ed. The Secretary of tbe Ministry stated that going back to 1956 or 1958 
when the pharmaceutical industry had developed to a certain point in India 
only Government was anxious to fill in the wide gaps between the country's 
requirements and the existing production and there did not appear to be 
any foreseeable possibility of all these gaps to be filled through private 
initi~tive. In deciding to develop the production of these drugs in the 
public sector, Government took into account the possibility of the technical 
assistance available from various countries and the terms On which that 
would be available such as royaltic'l, patent rights and financial assistance for 
launching the projects. As there did not appear to be any prospect of 
either technical Cor financial collaboration becoming available from other 
sources on suitable terms, the conclusion that emerged was that the most 
suitable collaboration would be with the USSR though their technology was 
"second best". The Committee enquired whether any efforts were made to 
obtain better technic~11 know-how and find out the terms on which it would 
be available. The Secretary of the Ministry stated that the Kane Committee 
had also referred in their report to the probletlli that would be faced over 
the patents. The problem would be of an onerous nature in respect of pay-
ments that woule have to be made as a result of patent protection. To a 
specific question whether the total amount which would have to be paid 
by way of royalty was calculated and compared with the likely capital cost 
at which the units of IDPL could be set up, the witness replied that a study 
on those lines had not been made. He admitted that it was an assumption 
that the Western technology would not be available except on onerous pay-
ments and the assumption was based on the example of One case. 

2.5. The Committee enquired whether recourse was taken to the pro--
vision in the Patents Act for acquisition of compulsory licence. The re-
presentative of the Ministry replied that in order to do that, it was neces--
sary to have the technology first. Moreover in the drugs and pharmaceu-
ticals industry, unpatented know-how was more important than the patent 
literature. 

2.6. Adducing reasons for the selection of the USSR as collaborators, 
he added that the feeling of Government was t1aat the Westeru countries 
bad a stake in giving India the know-bow because all the products were 
being imported from them and they would, therefore, demand a very high 
fee for pvini the technoloEY' H~ iliW;d that though the ~viet~ did not 
have tbe first rate technology, they had developed a technological base 
whicb could be used in this country. Another factor which supported tbe 
view of Government was the result of negotiations conducted by them for 
certain drug-intermediate projects. The problem of acquiring the know-
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.how l'I:quired for such manufacture required special attention and in 1955 

.the Italian firm Mis. Montecatini was requested to prepare through its sub-
sidiary ACN'A a survey report on the best manner of proaucing all these 
inttrmt::diates. After ACNA was commissioned the German firm Bayer and 
JCI of U.K. volunteered to prepare their own report. The terms quoted 
by a German finn were very onerous, 7-112 per cent interest and 10 per 
.cent paymeot immediately on signing of the agreement, in addition to con-
tinuous payment of royalties. As against this, the Russians' term was 
2-1;2 per cent interest only. The view was, therefore, taken that if this 
was the case with drug-intermediate projects, it would be more onerous in 
·the case of drug projects. Moreover, a stage had not been reached when 
Government could make a comparative assessment of differeot proposals to 
decide which was more economical. Hut care was taken to include only 
those items for which technology was not available from elsewhere, though 
<the Russians had suggested a large number of items to be included in the 
projects to be set up with their collaboration. Chloramphenicol and other 
synthetic drugs were the items which were not so included. 

2.7. In reply to a question whether it was true that Hindustan Anti-
biotics Ltd. had offered to put up the plant insofar as penicillin was coo-
cerned, the Secretary of the Ministry stated that there was no written pro-
posal from Pimpri to put up the plant. But a mention had been made in 
-one of the discussions that the Pimpri Plant might undertake further pro-
duction of penicillin. Giving the reasons for not pursuing the idea of 
entrusttng the production to Hindustan Antibiotics Ltd., he stated that the 
Pimpri Plant had already been allowed to expand its production to the 
optimum level. 

2.8. The Committee enquired whether the Russians had insisted on 
·the inclusion of penicillin and made a prestige issue of it and whether fot-
low.up action was taken on the recommendations of the Kane Committee 
that for certain items collaboration should be with the U.S.S.R. and for 
other items with the Western and other countries. The Secretary of the 
Ministry replied that Dr. Kane, leader of the delegation to the U.S.S.R. 
had also recorded a note in November, 1956, that experts of the Soviet 
Union had design"d pharmaceuticals and drugs plants of similar capacities 
for some East European countries and China. The drawings and details 
of equipment were readily available and there would be saving in time if 
it was decided to collaborate with the U.S.S.R. He added that members 
of the Kane Committee were also associated with the de1iberation~ which 
ultimately led to the decision that the Russian collaboration should be 
sought. 

2.9. In reply to a question as to why Government had rejected the 
,jews of their own experts. about the items that should be in~l\ltJ.~ in tbe 
final project report, the Secretary of the Ministry stated that the judgment 
of the Russians was accepted because it was based on reasonable considera-
nons;greWth of demand and growth of public health services in India. 
The programme of the Soviet experts was thoroughly discussed with them 
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by the Indian team which induded members of the delegation to the USSR 
and DGTD oificials. The witness added: "We had very long discussions 
on ea~h item as to the need for it and its capacity. The Soviet experts 
modified to a certain extent their programme of manufacture and in cer-
tam ~ases, they insisted on certain items and capacities being included, ac-
cowing to their experience in other countries". It was ultimately a joint 
opmion of both the Russian and Indian experts as to the programme of 
manufacture in the plant. 

The Secretary of the Ministry also stated that the Russian proposal was 
supported by the Planning Commission and eventually the matter went up 
to the Cabinet. 

2.10. I n a sub!iequent note submitted to the Committee the Ministry 
have stated: 

"The entire mattei was considered by the Cabinet in the meeting 
held on the 24th January, 1958 and the proposal of the Minis-
try of Commerce and Industry for further processing of the 
drugs projects with USSR assistance by inviting a team of Soviet 
expert~, and dyes-intermediates plant with the cooperation of 
Bayers was approved. 

It will be seen from the above that in the action taken by Govern-
ment. they were guided by the facts as were evident or present-
ed at that tim.~. It cannot he stated that the Indian team which' 
visited U.S.S.R. and other countries was against seeking their 
assistance. The Indian tcam was to report not only on the' 
question of seeking aid for the manufacture of drugs but also 
in the manufacture of intermediates required by the drugs, 
dyes and plastics industries. The Indian team recommended a 
sort of selective approach rather than seeking aid for the whole' 
range of drugs and intermediates from the U.S.S.R. It will also 
be seen that the Planning Commission was closely associated' 
with discussions on the subject and the final decision was 
generally on the basis of their recommendations". 

1.11. The Committee regret to note that in spite of the Kane Com-
mittee's observation that "in the antJ"biotics field, ithe teclmiques employed in 
Western Europe and In the USA arc more advanced and the yields are higher''' 
and their specific recommendation that it was desirahle "to explore other 
sources of collaboration in these fields before taking final decisions", Govern-
ment did not make any enquiries or collect hlformation from any other source 
to locate the availability of technology and collaborators. They went into an 
agreement with MIs. Technoexport, Moscow, on the basis of assumption that 
onerous royalty would have to be paid to the Western countries if ther went 
Into MIlllWaIion wH~ fLem. 'rom the fads placed before them and the so 
far achieveJDelds of I.D.P .L, the Committee cannot JaeIp statiag that the deci-
sion to enter into coDahoration ~ witIa the U.S.S.R. was taken on 
considentiOllS other thaD teChnical and without conduding deJDalld. snrve, 
or economic feasilJility stndies. 



w 
DETAILED PROJECT REPORT 

The detailed projcct reports (DPR) prepared by the collaborators did 
not indicate the time schedule of construction, capital cost estimates. esti-
mated cost of production. In reply to the Committee's question as to how 
in the absence of information on such vital a~pccts the D.P.Rs. were approv-
ed by Government, the Ministry have stated as under: 

"The Detailed Project Reports did not contain the time schedule ot 
construction, cost estimates or the estimates of cost of produc-
tion but the Soviet experts at the request of the I.O.P.L. fur-
nisbed the following at the time of examination of the Detailed 
Project Reports:-

(a) Cost estimates of a part of the projects (construction of fac-
tory. its services and development; and also for plant and 
equipment)t and 

(b) Cost estimates of production. 

Taking tbese into consideration, Government approved of the com-
pany signing the Memoranda of Acceptance of the Detailed Pro-
ject Reports". Government while conveying approval of the 
Detailed Project Reports observed as follows :-

. "The Government note that the cost of construction and cost of pro-
duction as estimated by the Soviet experts differ to a large ex-
tent from those estimated by the Drugs Corporation and that the 
uneconomic character of the Synthetic Drugs and Phylo Che-
micals is accentuated by the difference in these two estimates. 
Even though the detailed project reports may be accepted and 
further st~ps towards the implementation of the four projects 
may be taken, the estimates prepared by the Company require 
funher detailed scrutiny and examination." 

f 3,2. Duriog evideIo til! CIlIirmID. Iodian Drugli fblfDllCCUtial( 
Ud. stated that his personal view :\\'8S that 'the detailed project report was 
tlOtCOttaplete in aU respectS' aDd the. Committee set up. to examine it 'was 

6 
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not fully competent' to go into it, as there was no techn~onomist on the 
Committee. He said that one of the biggest omissions on the Committee 
was that of a cost accountant. He added that in the Committee's Report, 
certain costs had been indicated which were 'extremely incorrect'. If. the 
.cost Accountant had been on the Committee, he could have drawn attention 
to certain costing aspects of the project. Citing an example he said that the 
cost of production of vitamin Bl was given as Rs. 100 per Kg., while even 
in Russja it was not being produced at less than Rs. 750 per Kg. and the 
actual cost in India was about Rs. 1,200. Similarly the cost of production 
of streptomycin was given as Rs. 63 per Kg., whereas its production cost was 
not less than Rs. 200 to Rs. 220 anywhere in the world. The Chairman, 
1.0. P. L., further stated: "I can, certainly prove certain things which were 
accepted at that time (of examination of the DPR) which were wrong". 

3.3. While examining the representatives of the Ministry, the Com-
mittee pointed out that a number of shortcomings had been noticed in the 
detailed project reports and enquired whether the Ministry had any machi-
nery for examining the detailed project reports on a technical basis. The Sec-
retary of the Ministry replied that the technical people in the company and 
in Government were expected to examine the detailed project reports. In 
the present case the question was how in the absence of various details like 
capital cost, production schedule, cost of production etc., detailed project 
reports were accepted. He said that he could only say that these were 
accepted "on the basis of faith". 

3.4. The representative of the Ministry added that a Committee was 
constituted to scrutinise the detailed project reports. At the time of 
approval, Government noticed that there were differences between the 
estimates made by the Russians and those made by the Company. At that 
time Government approved the detailed project reports with the remark 
that these must be further' scrutinised. Asked whether that Committee took 
into account the fact that details about production schedule, capital cost 
were not available. the Secretary of the Ministry stated that IDPL had been 
able to obtain certain partial information from the Russians and made its 
own estimates regarding capital cost, cost of production etc. Government 
took note of the difference between these two estimates, but were of the 
view th:tt the projects being intrinsically important, steps should be taken 
to go ahead while the cost e~timates and other details were being worked 
out. As regards the production schedules he stated that no attempt was 
m~a~ t6 obtain those from t~e Ttussians. 

3.5. The Committee are unable to understand how Government 
"1lCCepted 1IdaiIed project reports whkh cUd not include basic and vital in-
formation about the plauts and their working results. They are SIII'prised 
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at the St:cretary'6 sa.ttement that these were accepted merely "on the basts, 
0( faith". This was not the first project undertaken in the public sector and 
Government bad suftident experience about the settiDg up of big and impor-
tant project~ by then. The CommUtcc fee) that before committing the' 
country to such a huge expenditure Government should have carried out 
feasibility sludies and insisted upon inclusion of all essential information in 
D.P .R. in order to thoroughl~' satisfy itself about the technical and CC(lnomic 
IOUndness of such huge projects. 

3.6. At this stage when the projects are f,,':f uccompli the Committee can' 
only hope that proper scrutiny would be carried out in future to <iee tbat 
the project reporlo; are complete in all respects bdore accepting (hl'lll. 



IV 

CONSTRUCTION AND COMMISSIONING 

The table given below indicates the date of commencement of CODl-
truction work in each plant and its completion;-

Project Year of Commencement 
of Construction W0rk 

Year of Completion 

Antibiotics Project 
Synthetic Drugs Plant 
Surgical I struments Plant 
-----------------

1967-68 

1967-68 
1965-66 

4.2. As has been stated earlier, the detailed project reports did not 
contain any time schedules for completion of the plants. But in 1964 while 
reviewing the progress of construction of each project the Company drew up 
schedules for completion of the construction work. The progress of cons-
truction was again reviewed in 1966 and the COmmiSSioning dates for the 
various units were refixed. The Company reviewed the progress of cons-
truction once again in 1967 and drew up revised commissioning dates. The 
schedules fixed in 1967 for various blocks ~re given in Appendix I. 

4.3. It is seen that although the schedules for completion of construc-
tion were revised twice, the last revision being as late as 19.67, these could 
not be adhered to. The Company has attributed delay in construction and 
commissioning of various units main1y to the following reasons. 

1. Late receipt of working drawings. 

2. Late receipt of indigenous as well as imported equipment. 

~. Finalisation and procurement of special flooring material. 

4. Additional work involved due to modifications suggested by Rua-' 
sians to suit the latest technOlogy upto the last stage. 

S. Delays in cODStru9tion ~y wnttiWlOn~ 

6. Late supply of 'some raw materia1s~ " 
7. Difticulties re~ding sterility conditiODI. 

, , 

287 Aii-2 
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8. I;;iliculties in the air conditioning system. 

9. Delay in receipt of drawings by the Indian side for non--standard 
equipment to be fabricated bere. 

10. Delay in other foreign supplies. 

4.4. 111e Committee during evidence of the representatives of I.D.P.L. 
enquired whether the delay due to modifications suggested by ~he collabora-
tors was taken up with them with a view to getting the loss reimbursed. The 
Chairman, 1. D . P . L. stated "under the contract, as far as I can see, the col-
laborators have the right to make changes in drawings, in specifications, if 
they make changes in technology, and they have got the right to introduce the" 
latest technology that they think proper .... if they think that it is a change 
tn technology for the betterment of the project". He added that since no 
production schedule had been drawn up at the time of the contract, the 
question of loss or claim of reimbursement thereof did not arise. 

4.S. The delays were reported to Government and the Russians, prac-
tically every time, suggested introduction of new technology. He added 
that in 1967 they were definitely told that there could be no improvement 
in technology and something seemed to be wrong with the design. Tbe 
Russians accepted that position and agreed to give Rs. 40 lakhs worth of 
machinery, free of charge. 

4.6. The Committee were informed that when changes were indicated 
by the Collobarators for the first time, they were themselves not clear about 
the extent of the modifications, as they were still in the process of working 
out those modifications. I n the case of some products like tetracycline, the 
entire production process had not been worked out and even at this stage 
they did not have full modifications. The reason was that the Russians bad 
no patents of their own and they had to by-pass the existing patents and 
evolve a new procedure. He added that it was right to say that the cona-
borators were experimenting with the particular project of I.D.P.L. to get 
round the patents. 

4.7. Regarding the delay in construction and commissioning of the plant 
because of the fact that the work of inspecting the machinery was entrusted 
to D. G . S. " D. and also that of examination of drawings had been en-
trusted to the Technical Consultancy Bureau, the Financial Adviser of 
I.D.P.L. stated tbat tbere was no organisation at that time in I.D.P.L. 
for conductin~ inspection work and bence it wa§ decided to entruH \bll 
worlr to D.G.S. & D. He added that D.G.!,;. & D. bad by and large done 
the work satisfactorily except that there was some delay in the inspection 
of fabricated vessels at Calcutta because D. G. S. & D. bad no authority to 
deviate from the specifications given to them. 
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... .8. Asked whether it was :not desirable for I.D.P.L. to have its own 
,- I'ectioa tmdlinery. the witness replied that so far there was no such 
...... gement in any of the projects in India and that it was usually got done 
. .., D.U S. & D. As regards the delay in construction work. the Chairman 
L p. P. L. stated that the delay in the inspection of the machinery did 
WIlt affect the construction of buildings, but only affected the installation 
... machinery and equipment. 

4.9. The Committee were informed that the inspection of the machi-
-.:q entruSted to D~ G. S. & D. was only in respect of indigenous machinery . 
.As tegards machinery imported from the U. S . S. R. no inspection was car-
:.JiaI out, but it was a~epted as given by the Russian collaborators. In terms 
... the guarantee clause, a claim could be made on the collaborators for re-
.Jllcement of the machinery if it was not upto the specification. 

4.10. The Committee enquired whether there was DO provision for Ii-
tpidated damages in addition to the guarantee referred to above. The wit-
__ replied that there was no such provision not only in respect of the con-
tacts with I.D.P.L., but in all cases where collaboration was With the 
Rassians. 

4.11. It was also stated that certain modifications suggested by the Rus-
....... were not with a view to improving the technology but with a view to 
.c.uw:r up the deficiency in designing. As there was deficiency in the detailed 
-JIIIIicct report and the detailed drav.ings, those modifications had become 
···.ary. 

4. t 2. The Committee while examining the representatives of the Miiiis-
...,. asked whether the frequent modifications had not affected the working of 
·ac project. The Secretary of the Ministry replied that the marter certainly 
.. one for concern. But when the collaborators said that the technology 
...s improved, I.D.P.L. or Government were not in a position to do anything 
-.at it. He added that the point relating to overall performance, guarantee, 
. .ailing in cost etc., were specifically raised with the Russians but finally the 
an:lusion was reached that there was no point in pursuing it further. There 
..... however, performance guarantee about the equipment. For example, 
• any defective equipment was found to have been supplied, the Russians 
.... agreed to replace it free of charge. As regards losses due to delay, the 
·tra:retary stated that losses would not be made good by the Russians but 
.wuu1d nave to be borne by I.D.P.L. 

4.13. The Committee enquired whether the contract which was drawn 
... between IDPL and MIS Technoexport was examined by the Ministry of 
1aw. The Secretary of the Ministry stated that the contract was examined 
.,. IDPVs Attorney and ot:dinarily the Ministry of Law would not be consult-.... . 
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4.14. TIle CommIttee 8I'e n=hppy witla· die ........ ia wWeIa· die ~ 

truetJoa of .... project ........... C8keD.. TIae eoIIItnIdIoII work .......... 
1D __ :iIl .... year 1961 ....... 6" IIDJ IdIedIdes for eoIBPIetioa. •. 
fld .... KIIechdeI are ........., provided Ia die deeded proJed repIIIIII.. 
Tbeir DOlI ...... II • de6deac:y which reDIG"ed tile gaideIiDes for .. 
project MI&IIcwides for compIedoa of work in prescribed..... WheIt ... -
later date in 1964 abe COIDpletion scbedales were 61nm 'up, these .... . 
revised twice and ev. abe revised dates were not adhered to. So"-· 
lDodI8aItIons in equipment mid machinery are concerned ~se may beetJ. . 
necessary sometimes to cope with the advances bt tecbnolcJsa'. Fro .. ,...· 
placed before them it seems that there were no such rapid improvelDeats fa· 
pharmaceutkal Industry which necenitated these freqUent modifications. 

4.15. It appears tbat the collaboratOR were thelDselves not .re of ..,. 
technology to be offered by them and therefore kept on suggesting ....... 
fications from time to time. This resulted in considerable delay in COlIS-
trudion and commissioning of the projects and dened tbe economies of 
file plants. No responsibility could, however, be &xed on the coUa~ 
beawse no time schedules were laid down for the completion of ~e[ 
and commissionilll of the projects. There was also DO penalty pro~ 
In the contrads for late delivery of equipment and machinery. GoverJl" d 
have not given any convincing esp1anadon for entering Into SIKh ~ 
agreements with the Russian collabontors. 

TIle Committee _pe dud ill future Govemment wiD avoW such .. Iac~_ .. 
In tile .,reements with foreign c:oDaborators and ensure that the interesfll .. .::. 
the country are tJafeguarded In aU respects. 
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CAPITAL COST 

"The detailed project reports did not indicate the estimates of costs of 
:IiIJe ~reeprojects. However, at the request of IDPL, the Soviet experts 
~ished cost estimates of some parts of the projects, namely, construction 
4. factory, its services and development. cost of plant and equipment. In 
1961, IDPL worked out rough estimates and placed them before their 

.Board of Directors on 9th November, 1962. The Board while examining 
60se estimates observed tlrat the estimates prepared were very rough and 
-were likely to undergo a considerable increase due to rise in the prlcesof 
:n. materials. They. therefore. desired that the estimates be revised and 
-an ad hoc additional provision in the way of a percentage of the total cost 
·at construction should be made tor the rise in the price of raw materials 
"fItat was likely to take place during the next 3 years when all the fOllr 
;pojects would be under construction." The estimates drawn up conse-
,.ent to the above instructions of the Board were submitted to the Govern-
:alent of India for the first time in 1962. 

5.2. In September, 1963. the estimates were again reviewed and 
-:RYised. Government gave their comments on those estimates on 5th May, 
"1964. Government desired that a reduction in the township expenditure 
and other avenues of economies be explored with a view to keep the cost 
within the figures estimated in 1962. Again on 9th April. 1965, Govern-
ment instructed that revised estimates should be prepared with reference 
"*> the actual expenditure incurre~ on various items by that time as the 
"Imlk of civil engineering work was nearing completion. The estimates 
4r.'awn up, as desired by Government, were sent to them on 4th september. 
1965. in respect of Surgical Instruments Plant and on 17th January. 1966 
in respect of Antibiotics" Project and Synthetic Drugs Project. These esti-
-.ales were approved and sanctioned by Government in 1966 WIth slight 
"modifications after discussions with IDPL. In 1968, the estimates were 
-revised again and were sent to Government for approval, on 30th August, 

'11l6g. TM January, to&~. tLe approval of the Government had not been 
:ftCeived. 

18 
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5,3, Thus. the estim!tes were revised five times during a period of .. 
years. The ~timates drawn up inititlJJv. each revision, and the ~ 
estimatea are indicated in the table given below : 

Name of Project 

Antibiotics Plant 

Synthetic Drug. Projc<.'t 

Surgic:al Instrument! Plant , 

Year 

1961 
1062 
1963 
t96~ 
lofCS 
1968 

I~fl 
IQ62 
IQf3 
1()6~ 
19f6 
1968 

1961 
1962 
1963 
lQ6~ 
19~ 
1968 

Estimates 
for 

factory 

12'25 
16'41 
18'71 
20'16 
20'75 

J1'~O 

14'65 
17'36 
19'31 
18'98 

2'15 
2'58 
3'53 
3'55 
3'41 

Estimatts Told 
for 

township 

(Ra, in crotes) 
3'50 ,«;.~ 

4'48 20-_ 
. 3'67 22-38 

3 '16 23-P 
2'94 2;1-69' 

26'p' 

2'75 J4-25 
2'89 17'54 
2'''2 19-"' 
2'16 21'47 
2'03 21-01 

22-~ 

1'''0 3-65 
1'86 4'# 
1'72 5'2S 
1'54 5-09' 
1'36 4-77 

4"6S 

5,4, According to JDPL, the increase in the capital cost of Antibiolks 
Project and Synthetic Drugs Project were due to the following reasons~ 

(1) Additional import of ~q'Jiflments due to changes in the tecJmo.. 
logical processes made by the collaborators from time to time; 

(Ii) Incre~ in the incidental char£es !luch as customs duty etc_ 

(iii) Rise in administrative costs due to time taken in completx.." 
the project; 

(Iv) Increase in cost of equipment; 

(v) Inclusion of commissioning expenses and interest on GoNIW-
ment ioan; 

(to InerPU! 1ft fieiRht foD!lWing too Ninan rontlict, 
~,s. The Committee during evidence enquired whether the ....... 

!)rua and Pharmaceuticals Ltd .. h3d compared the canital co!rt of its ~ 
Motica Project with that of Hindustan ADttDiotics Ltd., Pimpri and .... 
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.' projectL . The Chairman, IDPL replied that details of the capital cost of 
Hindustan Antibiotics Ltd., were not known but on' a rough calculation 
it was found that for a prodaction of 130 tonnes of antibiotics, their capital 
block was about Rs. 8 crores, which worked out to Rs. 6 laths per 
toll;I1e. COmpared to this, the capital cost of the Antibiotics Project of· 

. IDPL was Rs. 24 crores including the township. Taking into account 
the fact that the price index had moved from 1 to l' 6 between the years 
1951 to 1962, it could be said that about 21 to 22 erores of rupees might 
be the' correct cost. As far as private sector companies were concerned, 
the capital cost was not available. Asked whether the collaborators had 
indicated the capital cost of comparable enterprises in other countries, 
the witness replied that the collaborators had only said that the costs were 
comparable to the costs in Itussia. 

5.6. The r~presentative of the Ministry, during evidence, stated that 
while negotiating the contract with the Russiam the idea at first was to 
have the antibiotics plant in two stages. I..ater on in the course of dis-
cussions the Russians persuaded the J ndian team that the capital (".ost 
would be cheaper jf bigger capacities were provided. 

5.1. In regard to Surgical Instmrnents Project, the Committee were 
informed that the capital cost of the project had been revised on account 
of the fact that certain items of plant and machinery had not been 
included in the original capital estimates. These items consisted of certain 
furnaces and other machinery which had been left out by mistake by the 
Russians. For the Surgical Instruments Project, dies and fixtures worth 
Rs. 51 laths had been purchased nnd the prices were definitely on the 
high side. 

5.8. In reply to a question, it has been stated by the IDPL thit if the 
increase in revised estimates is less than 20 per cent of the approved cost 
estimates, there is no need to seek Cabinet's approval under the standing 
instructions of the Government of India. 

5.9. The Committee 8J'e anham to _.e tIIat die eItI.-teII 01 die 3 
plants of IDPL we~ revised 5 times In a period of 8 yean and every re-
vision raised the estimates. The West eMimates In tile case 01 AntibIodes 
Project show an increase of RI. 10·57 crora • ccnapared to tile IDitIaI 
esdm:ltcs, and In the cue of Syndaetk I)rogs Project there II 88 lIIcreae 
of Rs. 8' 68 crores. Thus, the estimates had ROJIe np for die Antibiotics 
Project and the Synthetic Dnp Project .,. 67 .. 61 per ceut l'elJlediYeIJ. 
In regard to Sargicnl In!ICtrwaeats Plant, tile increase Is of Rs. 1 crore. 
Thus the original total aI'mates of lb. 33·'5 CI'Ores 1IaYe ..... to ... 
~~. 79 aofa nOlf. 

5.10. It is mdent ... eIthe,. '1:.' ..m308 attaDpI ........... tInnr 
ftalbtk estimates or tile peIIODS capable of ~ 10 were .. ..1IiW»1e 
wItII IDPL. No effort was abo III8de efdIer '" tile Coiiip8IiJ 01' GoftNoo 
__ 10 coDed COIDparadye figures eI eapbI eM of ....... projeds ..... 
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Westena c:ouaades. Tile Committee feel that ia the abIeaee 01 suda .... 

. accurate or ieaIiitk .le5.imeat 01 dtereascmableBe5S 01 the .COIt ......... . cOuld DOt be iude.' . . 

S.U. It Is aJso rearettab1e that the estimates tint drawn up ia 1961 
were approved by GOYeI'Dment only in 1966. 1'bJs woUld mean that IDPL 
went On Inauria& excess expenditure without Govemmeat's sandion. Evea 
die final estimates submitted· by IDPL in August, 1968' bad not been approv-
ed by Govemment till January, 1969. The Committee would urge that tile 
procedure relating to approval of estimates by the Ministries should be 
laJd dOWh 50 88 to avoid such delays. 

5.12. TIle Comftlittee 8I'e not bappy to find that the increases in the 
capitnl cost of IDPL pruJects was not broUJ:ht to the notice of the Cabinet 
beawse tbe r"1Ied estimates did nol exceed 20 per cent of the estimates 

,approved by GovermaeRt in 1966. This case brings out a serious Ieama 
In the edltiag ....... iDstruc:tions OR the subject. Although tbe increase 
GTer the orlaiul estimates is over 60 per cent but since it is less than 20 
per cent of the estillUltes approved by Govemmeat it was DOt necessary to 
bring it to the notice of ~ Cabinet. Thus postponement of sandioning of 
estimates by • MiDitltry, whicb was 4 yean ill this case, PMI.d conceal 
frOID the Cabinet tile delay in saadioIIiag the estimates as well as inerease 
of estimates over 20 ,. cent. 

S.13. The Conunlttee f~1 that as the capital cost of the projects has 
Increasecl by more than 60 per cent as compared to the original estimates 
of 1961 and bas adversely affected the economks of the projects, the re-
vised estimates should have ~n brougbt to the notice of the Cabinet. Such 
hRAe IacreaseI In ., estimates of the projects are a matter of serious con-
cera and sIIoaId ie dealt wltb at file hfPest level in Goverament. They 
would, therd~ recommend that the Ministry 01 Finance should review 
this qut'stion and eTolve 8 procednre by whkb the Government and the 
Cabinet ~ be kept Wormed of soda iDcmwes ia the &nanciaI outlay of 
8 plnted. 
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PRODUCf-MIx AND ,PRODUcnON CAPACITY 

(a) Antibiotics PIaa, Risbike&b 

The Antibiotics Plant is desigaed fcnthe manufacture of about 290 
ltonnes of antibiotics annually al follows: 

Products 

1. Pota$6ium Salt of Penicillin 
which will be completely converted into: 

Sodium Salt 
Procaine Salt 

2. Streptomycin sulphate 
3. Dihydrostreptomycin sulphate 
4. Chlorotetracycline 
s. Oxytetracycline base 
6. Tetracycline base 
7. Tetracycline hydrochloride 
8. Nystatin 

} 

Capacity 
(Tonnes) 

,85' 

30 
4S 
70 
15 
70 
25 

2S 

10 

The plant is also designed for formulation of these drugs into dosage 
~forms to the extent of approximately half of its total bulk production. 

6.2. In reply to a question whether there were any production lines 
where capacities in excess of demand had been created, the Company have 
furnished the following information: ' 

4'PeniciUin 

We do not expect to utiliSe tuB capacil!Y. We think that takiJ1g internal 
and extemal demand into acCount, it may be possible to utilise 60-70 
per cent capacity. Since the break-even forthi'l product is fairly reasonable 
level of capaCity, no losses are expected once 60 per cent capacity is 

. readied. 

Dihydrostreptomycin 

There Is no ',demand.' Instead, 15 tons more of ' streptomycin will be 
produced for which there is enough demand. 

i7 ---; 
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Chlorot~ 

A demand survey is UDder way as the NCAER. survey was not satia--
factory and it did DOt tate into account the oeeds of the veterinary sector. 
There are some indications for Ks use but a decision on the quantity to be· 
produced vrill be takml after' condUding the survey. 

NymztJlI 

The capacity is 10 tons. The demaod may be for 4-S toos. Foreign 
demand is likely once shelf life is decided as brcak-even is low and as at 
present seen from the reglaments received, I.D.P.L. prices are likely to be 
internationally competitive. 

6.3. The Committee were informed in a subsequent note that dihy-· 
drostJeptomycin sulphate for which a capacity of IS tolUleS had been pro-
vided was dropped from the product-mix as it had beCome obsolete on, 
aa:ount of its toxic action and as it was not likoly to find any market. 
The expenditure incurred in creating tbc facilities for this antibiotic bad 
been stated to be Rs. 2 lakhs. According to the Company, the process of 
manufacture of this antibiotic is common with streptomycin and its excJu-
lion from the product-mix will incIease the production of streptomycin by 
about 1 S tonnes. It has been stated that tho margin of loss on the latter 
is almost half as much as on dihydrostreptomycin and as such, the plant 
would gain in profitability by dropping it from the product-mix. 

6.4. Regarding chlorotetracycline it has been stated that it was includ-
ed in the product-mix with a capacity for 70 tonnes and according to indi-
cations available, there would not be 10 much demand for this antibiotic. 
C.!rtain plans were ufoot for manufacturing animal feed materials. The 
market researth had shown encouraging signs and some firm enquiries had 
been received. These are based on the use of ch1orotetracycline. 

6.S. During evidence. the Committee also enquired whether the If'm-
duc:tan Antibiotics Ltd., Pimpri, had made a written proposal that they 
would be able to underta1c:e the designing and the commissioning of the 
Antibiotics Plant at Rishi1c:esh. 11Je Chairman, IOPt.. stated that "rt is 
ill the ICane Committee's Report. 11Je Kane Committ~'s Report recom-
mended that this (Production of Penkmin) can be done in India. There 
Is DO secret about it". The Secnary of the M"dlistry, however, stated 
during evidence that "there has been DO written proposal from Hindustan 
Antibiotics. But I do admit that in the course of discussion. HindultaD 
ADb'biotics made this proposal." 

(b) s, .... .,.... JIIaIIIt, a,.dl t 

6.6. Tbe Synthetic DruBS Plant has ei@Ilt prlDcipeJ blocks for the 
_ufacture of different drup aDd intermedlales 'both for·" 1IDd- for DICt 
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in its final products. The quantities of various saleable products of tru.. 
plant were stated to be as foIlo .. : ---_ ... -----_ ....... _-.-- ------"--

Saleable products Quantity projected 
for manufacture 

(in tonnes)! 
- .. -- ------ .. - - - -_. __ .. - - - ... _- ----.---

1. Sodium Sulphacetamide 
. 2. Sulphanilamide 

3. Sulphaguandine 
4. Sulphadmidine 
S. Vitamin Bl 
6. Vitamin B2 
7. Nicotinlimide 
8. Folic Acid 
9. Phenacetin 

10. Amidopyrine 
11. Metamizole 
12. Diethylcarbamazine Qtrate 
13. Piperazine Adipate 
14. INH 
15. Phenobarbitone 

TOTAL 

SO· 
50, 

130 
280' 

30: 
S 

201 
1" 

100 
40 
10 
30' 
50' 
20' 
10' 

826 

6.7. The Committee were informed that acetazolamide with a capacity 
of 2S tonnes had been dropped from the product-mix as it had become-
obsolete and difficulties regarding its marketability were anticipated. The 
cost of the equipment imported for acetazolamide worked out from the total 
value /tonnages of imported equipments for the project, was about Rs. 60-
laths. Asked as to what use was going to be made of that equipment 
the Committee were informed that chemical equipment never became use-
less and that it could be utilised for alternative puJpOSes. It has heen -
shted that the equipment was likely to be used for the production of 'PAS'. 
Demand surveys were in progress. 

6.8. IDPL, however, informed the Committee that for certain items 
production capacities created were in excess· of demand. ~\iil:i of tlnIe 
items were as W\~ri--r 

Sodium Sull1hllcetllmltk 
The demand may be tor 15 todJ as agaiDst a production capacity for 

SO foIls.--· The drug -is used for the cODtrol- of trachoma bUt experiments· 
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. by WHOaod UNICEF, alolll with an Iadian Coljllpitta,'mow tliat 
~ . '. . . 

oxytetracycline is a better product for ti 'p~ lmotts'wete 'tiemg 
made to find out whether the Indian Medical profession Win accept 

: sulphacetamide in the form of Ptbalbylsulphacetamide fot' rettal 'and other 
purposes. 
'INB d: Nicotinamide 

IDPL technology is based on Picolincls. Small scale sectbr was allowed 
import of cyanopyridine from which it was, easier and cheaper 

..to make the two drugs. It was understood that, after local production of 
pico1ines was begun, cynaopyridine will not be allowe4 to be imported. 
lDPL technology will also have to be changed to ensure tconomies 
and if this was -possible, there was enough market for INH and nicotina-
mide, the former could 9lso be sold outside India. IDPL had some 
enquiries in hand. However, as at present, IDPL costs will 'be very high 
'for competitive sale with INH produced in the smaD scale sector and outside 
at intcmational prevailing prices, 

. Diethyl CarbamIJZine Citrate & Piperazine Salts 

The market research revealed that only partial capacity may be utilised 
uDless campaigns were launched by Government for the eradication of 
round and threadworms and 61'8ria. Such large capacity was provided, it 
~ars. only on this basis despite somew.hat poor imports in the years 
preceding the one in which decisions were taken by Government for the 
product-mix of Synthetic Drugs Plant. 

Anal,;" 

The competition with Hoechst who sell a proprietory article. having 
the same generic product, but is called Novalgin wiD be very stiff. Analgin 
for Novalgin was imported at much cheaper price and the product has had 
a ]ong lead in propaganda and promotion. 

6.9. Asked what steps had been taken to bring about 6exibility in 
'production in Antibk;tics Plimt and Synthetic Drags . Plant, responsive to 
chamgtlS in demand aDd towards diversification of production, IDPL has 

>tarnished the fonowing information : 

"The plants at Hyderabad and Rishikeshbave been mostly erected 
and are passing through the phase of commissioning, solving 
teet'hfbR troubles aDd attaining Installed -capacities. It would 
be some time before any diversification of product-mix would 
be introduced. 

liThe equipments available at the Synthetic 0rugB Plant, Hyderabad 
are mostly based 00 batch prOcessihg Ud coDsisted of reaction 
kettle$, stol"aP .... mtUlriDg ,vessels, fM11DPI, centrifUges 
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and filters, etc. These are quite flexible and could be used for 
the manufacture of other prodUcts as wen at the time of change' 

. in product-mix or diversification. Depending upon the neces-
sity of the process, the layout could be altered and balancing 
equipments added~ 

"The Fermentation Block of the Antibiotics Plant is very flexible. 
Almost all products based on aerobic fermentations could be· 
processed here. The recovery and Purification Block of the 
plant has been designed to meet the specific requirements of 
the pr.esent product-mix taking the installed capacity into 
consideration. The IDPL is giving some thought to make this 
section also flexible to the extent possible." 

6.10. It has been fuIther stated that drugs going out of use or losing 
their market was a common phenomenon in this industry. To keep' 
abreast with this 'aspect, IDPL had appointed a Medical and a Pharma-
ceutical Adviser. Based on 'thclr advices, consultations with medical 
profession and its own market research IDPL would consider its future 
programmes of diversification and/or change in product-mix. 

6·11. It has been stated that the Research Laboratory had devoted 
very little attention to the development' \Sf., newer drugs in the past. It is 
a very costly exercise and could be thought of only in future when the 
plant earns some money. Yet, liaison was maintained with other research 
institutions in the country with a view to cash on anyone of their 
discoveries. 

6.12. Regarding the Antibiotics Plant it has been stated that diversi-
fication of product-mix was more complex due to almost complete patent 
coverage of any useful antibiotic by other competitors. Discovery of newer 
antibiotics was a lengthy process. IDPL has some plans but since it was 
not earning its own funds, it had asked for a grant from Government. On· 
an indication of the views of Government, the question of formulating a 
programme will be taken up. 

6.13. In reply to the Committee's question whether the determination' 
of the product-mix for the Antibiotics Project and ~ nthetic Drugs Project 
was preceded by a survey o~ the demand for the various antibiotics and' 
drugs and. the extent of their production in the country, I.D.P.L. st."lted 
that the product-mix for the two plantf wai iuv~JUsaWd by the two' 
Aussian teams in 1956 and 1958 respectively. It wasthorougbly discus-
sed with the Indian counterpart teams consisting of representatives of' 
MiDistry of Health, Directorate General gf Technical Development. Plan~ 
niDg Commission, Fmance M"mistry and prominent Scientific and researc1J,i 
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workers and private pharmaceutical interests. The past imports and pro-
..duction figures were available to the teams as also the future projections 
based on the plans formulated by the Government of India and the Plan-
ning Commission. Tbe Russian team had also visited prominent Indian 
pharmaceutical centres and had discussions with trade and health authorities 
in each state. 

6.14. Further explaining this point during evidence, the Chairman, 
I.O.P.L. stated that a statement had been prepared by the D.G.T.D. for 
the Russians in 1958 and these figures were discussed by the Russians 
with the Directors of Health Services in different states, the Indian counter-
pan team representing the Ministry of Health, Directorate General of 
Technical Development and the administrative Ministry in charge of 
to.P.L. 00 the basis of those figures and the figures of the Planning 
Commission, an assessment was made of the imports and the quantity 
which was being manufactured in the country. Based on that, Govern-
ment wrote a letter in 1958 to the collaborators asking for a capacity of 
30 tonnes of penicillin, 45 tonnes of streptomycin, 50 tonnes of tetracyc-
line and 25 tonnes of new antibiotics. The Russians made a counter 
suggestion for 60 tonnes of penicillin, 50 tonnes of streptomycin, 50 tonnes 
of tetracycline and 25 tonnes of new antibiotics. Actually in the final 
. discussions with the Russians, the capacity agreed to was 140 million mega 
'units or 84 tonnes of peniciUin, 8.5 tonnes of streptomycin, 100 tonnes 
. of chlorotetrncyc1ine nnd 25 tonnes of new antibiotics. 

6.15. The Chairman, I.D.P·L.. informed the Committee that ohloro-
tetracyclIne for which IDPL had the largest capacity (70 tonnes) was not 
being used by doctors in this country. He, however, added that the capacity 
provided for the tetracycline group of drugs, namely 120 tonnes, was out of 
all proportion to the demand or the likely demand in the next 10 years. 
The Government of India bad wanted only 50 tonnes capacity as -at that 
time tetracycline was used to the extent of 10 tonnes only in the country. 
The Russians too in their first suggestion had indicated 50 to 60 tonnes 
,capacity, but the final agreement was for 120 tonnes of tetracycline. 

6.16· Referring to the estimates of demand the chairman, I.D.P.L.. 
said that the indi~ations given by the DGTD were omy of the order of 
40 to 45 tonnes by 1971-72. He added that for production of oxy-tetra-
cycline and tetracycline the processes were such that theequipments were 
inter-changeable. When it was found that the Indian doctors were not 
prescribing chlorotetracydine the question was taken up with the Russians, 
but they did not arree to redu~~ th; ~iPil~ity, Ho fititSid that thh 
posifion 'fIas accepted by Government and the equipment had been. 
i~ported and put in position. Asked what was the total. capital. cost for 
1he manufacture of chlorotelracycline, the witness stated that F.s. 1.65 
crores was the direct cost in addition to the cost of services. In reply 
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~to a further query it was stated that the plant was erected upto 1967, when 
further erection was stopped. The Committee enquired as to what use 
IDPL proposed to put this machinery. The Chairman, IDPL replied-
that efforts were being made to encourage the use of tetracycline group 

...()f antibiotics as animal feed. Discussions had been initiated with the 
Directors of the Veterinary Services and Animal Husbandry Commissioners 
of various States and it was found that they were enthusiastic about 
it. He disclosed that 70 tons of chlorotetracycline could look after 
400,000 cattle head and he was optimistic of a fair amount of demancJ 
bemg generated in the country. 

6.17. Asked about the basis on which 1lhe Russians had estimated the 
demand for various antibiotics and drugs, the Secretary, Ministry of Petro-

.leuro and Chemicals stated during evidence : -

"These estimates are based on the rule-of-thumb method in regard to 
an assessment of the basic consumption of penicillin or strep-
tomycin per head of population on the experience in other 
countries and what is fair and reasonable to assume in India, 
granted a certain rate of growth of public health services in 
our country." 

The witness added that there had, however, been a certain slowing 
.down of public health services in the country which accounted partly for 
the demand not being upto expectations. 

6.18. The Secretary of the Ministry also informed the Committee that 
.at the time when the experts discussed the capacity for tetracycline, it was 
-~xpected that it would be a very good supplement as animal feed. The 
witness agreed that demand for tetracycline as animal feed had to be 
-created and a lot of promotion~l work was needed. When asked whether 
it was a good policy to set up a factory and then work for its demand, the 
Secretary of the Ministry replied that building up of the demand was 
necessarily a gradual process and most of the chemical plants built up their 
-capacity slowly for· operational reasons and for reasons o~ demand. 

6.19. The eom.iUee are anable to UDtIerstand ho" the capacity of the 
fetracydille group Of .fItiofic::S waS fixed at UO tonnes when the actual 
COIISUIDptioa in India at· dtat tilDe W8I only 10 tonnes. It is surprising 
Gult although GoveimDent bad de........,.. a capadty of 50 tounes forte~ . 
,qcline, the capacity was raised to 120 tonnes ia the 6naI disciusiou. 

6.20. The ComntiUee are distressed to learn that althon2h cblorotetra-· 
-cydine bad become obsolete aad the dodersin ·Iadia ·were net prescribiag . 
dais aattiotic, equip .... for manufacturilll 70 fODIaes of cbloroteaacydine 
was obtaiaed ad die eredion 01 die plant was co.m.ed tiIll967. Efforts· 
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to .-.e ... ",latic II _....... feN DOW appear to be aD alter.· ......... 1IOt" CHIO ''Me widt die condilioas pnmiiIiaa Ia tIIe-
CGIIIItrJ. TIle C ............. CGIIYIaced fIIat dlere will be enoagIt de.... ia die ..... fature for cIIorotetracydiue as aolntal feed. They,. 
therefore, feel .... tile .... eott ......... the plant for the maoofac-
tare 01 dIIo~ coaJd" have been saved H Government had· 
ben able to ........ aile __ coIIaborat., tlaat there was 110 demand 
for filii IIIdhiadc in ..... . " ~ 

6.21. SlKe the plant bas been erected already, the Conaittee wooltf 
.1IJIIeIIf dlat efforts shoold be made to pel'5uade the medical professioo for 
Increaed use of cblorotetracydiae for humaa treatment. At die same time 
• drive IIIaoIdd ... be undertaken lor popularlsing It as ...... feed so as 
to Improve tile quality of cattle in the country. The possibility of using the 
eqaiplllellt for the ma-ractore of other drup shoold also be explored. 

The ComDIIUee would also suggest that IDPL should at tile same time 
maIle every effort 10 export the surplus quantity of chloroteC.racycline ~& 
odler countries. 

(c) SUI'JIcaI Insmuaeaas Plant, Madras. 
6.22. The Surgical Instruments Plant is capable of manufacturing 

different types of instruments required by the surgeons. According to the 
project report, the plant has a rated capacity of 2.5 million pieces covering 
.a wide range of instruments in the field of General. Gynaecological, 
Opthalmic. ENT, Dental and Neuro-surgel'Y. It has been stated that new 
lines were being added to its existing range of instruments. The recent 
additions were IUCD and Vasectomy instruments for the Family Ptanning 
campaign in India. 

6.23. According to tDPL, as there was no demand for all the 
instruments to the extent of quantities for which the plant was designed, 
24 lines of instruments were abandoned subsequently, which reduced the 
capacity to 2.3 million instruments of 142 types. 

6.24. With regard to the Surgical Instruments Plant, the Committee 
noted that no demand survey was made even up to the time the plant went 
into production in September, 1965. The product mix was determined 
by the ~s team "in CODsWtatioo with prominent Indiui surgeons 
'lationed in DoIbi. 1bis was latecmvised in consultation with aR Indian 

'COUIlterpart team onwbkh surgeons were represented. According to pr&-. 
seat iadicatioas, demaod did not exist for 6tl1 capacity ftx' any" instrumenf 
or pup, of iDltrumenti. 

6.25. In reply to a question, IDPL stated that demand arose mostly 
in the GoYelluneftt sector. It C01l'~ of- inmmGDtI Itquirtd for new 
hospitals. for meetiD! deficiencies ill· a1ready established hospitals 
and/or _ ....... t of fadlltJes tile." aDd finally for replacement of old' 
i.astnuilents. "nle demnd for replaceineat was very" smaH and en1arzement: 
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Iacilities in the existing hospitals and establishment of new hospitall 
'Were not likely to be of the order as to absorb even a fraction of tb8 
capacity of the plant. 

6.26. Giving the reasons for the surgical instruments not finding market 
in India and the steps taken to cope with that problem, IDPL had stated 
that the reasons for poor off-take of instruments of the plant were (i) lack 
-of demand survey before starting production; (li) acceptance of the 
Russian patterns and designs by Eminent Surgeons, after dies, etc., had 
·been purcha$ed, which did not carry conviction with the doctors generally 
and this resistance was found in actual sales when the instruments were 
-.tated to be heavy and some had different specifications from what the 
·Indian doctors were used to (ill) much higher prices fixed, based OD 
partial fulfilment of capacity than of corresponding instruments manufae> 
tured it) the private sector; though the doctors admitted that SIP instru-
ments were of better quality but they were restrained due to tender pro-
cedures and limited budgets to go in for cheaper instruments. Since there 
were no lSI standards for most of the instruments, there were no standarcb 
for comparison except the judgement of those purchasing them; (iv) the 
marketing arrangements of the Company provided for sale through dealers 
to private doctors and direct to hospitals. The Company had not made 
;adequate arrangements for the latter and dealers did not encounter sufli-
dent demand from the private doctors. Later, when the franchise was 
enlarged, even then the dealers had not been able to fulfil their guarantees. 
Indian Drugs & Pharmaceuticals Limited had sold more instruments 
through its own sales staff th-an through dealers. The latter always quoted 
higher prices of the instruments despite reduction in the original prices. 
Compared to private sector the prices of IDPL were still higher but they 
were consistent with superiority in quality; (v) the range was comparatively 
small. The demand was largely for replacements and covered a very much 
Jarger range with small off-take ,,( each type. It had been stated that 
60--75 per cent of the total instruments at present constituting the 
product-mix of the plant were not acceptable to surgeons, showing that 
there was definitely a lack of correspondence between what was decided 
by the Committee of Surgeons earlier and what was required by the wider 
circle of the profession now. 

6.27. In response to a question it had been stated that IDPL was 
not aware of the precise reasons for which the Committee of Surgeons 
accepted the instruments. One of the possible reasons WM, perhaps, that 
the drawings, tools and tackles for manufacturing certain instruI?ents of the 
Russian specifications had been purchased as a part of the prOject and tho 
IUl'geons made such modifications ~ tlmD 15 wore }Xl1~iblc hiving repro 
~ technological limitations. To a question whether the specifications of 
the instruments were DOW being revised, IDPL replied that it was being 
4cme and working groups of surgeoa specialists in various branches of 
nrgery were working on that project. 

287 L.S.-3 



26 

6.28. It was further stated that consequent on the actual demand being 
difterent from .the original expectatiooS~ lDPL bad 'stopped the prOduction 
'Of those iDSln,lments which the various Surgeons Committees bad nol 
fOund acceptable. These instruments were being modified in the 1i8hl 
of the recommeJIdations of theSurJCOlll Commiuees after determining tho 
demand afreab. . 

6.29. The Committee were also informed that the National Council of 
Appned Economic Research 'cauied out a survey of the demand for sur-
Ileal instruments 'in April, 'i~~"~ .~ey supQlitted a !epOrt in 1968~ BUt 
.~ sarver' by ~C~ di4 ~~t .l?~ing the sales staff of IDPL in touch 
With surgeons and b(;lspitals. ~es, it Wt some poiats uncovered e. •. 
• b~ '~ the view o.f· the ~~ c:O,asu1ted 9n iJadiYidual instrulnOl1ta 
~Ch Were '~~~ 'to . ~' P1 '~PL .staft and l~ with SPIDO·()f 
~ ~9r ,tt1ai: ~e~edure,~or pur~ aa9't1le calendar of putcbases 
Of hospitals were alS«;) ,not clear. ~ suq:a, ~ot,b.er stneyof demand.for 
~ "~.cal 'insir~unents was made thy the ~ark~tingDivision of IDPL: 

6.30. IDPL stated that the NCAER survey was valuable in tb;!t 
It brought OUt, for the first time, a' f~ct 'otherwise clear, that the market ~Or 
IUtgieal' instruments was much lcss and more diversified than anticipated 
at the time of discussions 'leac:ti~g to the preparation of the detailed 
project report. ' . 

6.31. On the question. as to wby there was no demand for the instru-
,.,aents, the Chairman, IDPL informed the Committee during evidence that 
the instruments which IDPL was being asked to produce were the same 
which the small scale industries were also making. The quality 01. tho 
small scale producers was not good but, it could be improved upon. He 
stated that one of the points made in the R.ecord Note of the discussions 
between the Indian counterpart team and the U.S.S.R. team held on 16th 
August, 1958 was that IDPL should not duplicate the production effort of 
small-scale sector, but it was "observed only in its breach". 

6.32. During evidence, the Committee enquired from the representatives 
of the Ministry whether the Surgicll Instruments Plant had been set 
up with the idea that it would not compete with the private sector and 
whether that objective had been realised. In reply the Secretary of 
the Ministry stated that the plant had been able to produce mucb better 
quality of instruments, but the major problem was not of competing with the 
amaD scale industry or the private sector but that the volume of its pr0-
ducts was estimated on a basis which was "quite unrealistic". 
" ' 

6.33. When the Committee pointed out the huge losses suffered by the 
Surlical IIJItrU1neDtI Projeet lid tbe ~ af demmldftot ulM~", 1M 
Deal' future, 1he Chairman. IDPL.said that "the investigation (made prior 
.to:tbe setting up of the plant) IDd the advice given to Government ,~ 
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~~." H,e a~ded that it was Government's decision that the plant should 
~ purchaSed. There were six or seven items like syringes, needles, diag-
GOstic instruments in the list of instruments handed over by certain Indian 
JUrgeons to the Russians, which were not being manufactured' at all 
Though these were recommended for manufacture by the Indian side the 
~tissiai:is did not include them in their detailed project repon. • ,," 

6.34. Asked during evidence as to why Government did not arrange 
to ~t' a del'hand survey made before approving the product-mix,of''ibe 
~~; blstruments Plant; the Secretmy of the Ministry' replied :-' " ,' . 
. ,,~ } .. :j 1; ! ; .. 

''The need for a separate market survey was not at that time 
recognised. The Russians inade certain recoblDleodatioilS: ~y 
were discussed by the Indian Counter-part teamantf there was 
a consensus that the Russians estimate is a fair and reasonablo 
balIi~ to 'work On.: ' We now find of course that it is tiot sO ... 

~. ' . 
us. TIle Committee are CODStrained to note that 60 per cent in 75 

fer ceDt Of the '~b b8sed on Russian speciflcatioDs, lDdaded 'i.' 
tile prodDd-iIibc of the "plant, haVe 'DOt been ac:eepted by the Indian sui. 
pons. They f~ that this situation has arisen on account of tbefact that 
.'ucUdD SurgebnS' Team which had approved the produd-mh of die 
largtc81rnStroments Plant did not properly assess the country's demand 
lad acteptability of the instruments to be produced in the plant. It is also 
Mcult to nnderstand why items like syringes, needles, diagnostic .... ~
.ems, .hich were suggested by certain Indian surgeons for mannfadure' 
.ere not included in the product-mix of the plant. 

6.37. The statement in Appendix IV gives the details regarding 
proper iarvey was carried out to assess the demand of various antibiotics, 
drugs and iDstrnments before deciding the product-mix and production 
eapaddes of the 3 plants of I.D.P .L. It is needless to emphasise that the 
economks of any project depend upon a careful and oorrect estimate 01 
die demand of its products. It is, therefore, regrettable that the product-
_for the three plants was determined in a most unrealistic manner .. 
without taking into account the existing production in tile OOIIntry and the 
realistic forec:ast of the demand arising in future. The sad result" ctf this 
, _ apart from including a namber of obsolete items, surplus eapddties 
Ialve beeR c:reated for most of the antibiotics, syntheik drugs and 8IIIgitaI 
..........". 

Formulation Capadty 

6.71 1be statement in Appendix IV giv~ the detlln~ ferAfdiftl 
1Itilis:>tion of finishing capacity on projected production in both the 
Anti"' loties and Synthetic Drugs Plants. 
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It is seeD from the statement that in the Antibiotics Plant, the operatiq 
capacity for vwling during the years 1969-70, 1970-71 and 1971-72 wiD 
be 120 million vials while the actual utilisation of capacity during these 
year. will be for 75,90 and lOS million vials respectively. It was further 
stated that the actual production during these 3 years was anticipated to 
be 71,95 and 133 tonnes of antibiotics and the qwntities to be utilised 
for vwIing will be 51.68 and 80 tonnes respectively. According to tbese 
expectations, there will be surplus capacity available for vialling during 
the first two years i.e. 1969-70 and 1970-71. It was on account of the 
fact that the rate of vialling will be increased steadily over two years from 
SO per cent to lOOper cent capacity of the machine. Similarly for 
capsulation and tabletting also full capacity available wiD not be utililed 
in the Antibiotics Plant. 

It wu further stated that in the Synthetic Drugs Plant, the tablettina 
capacity was for 5,000 million tablets which after conversion to tonnage 
came to 1,500 tonnes. Even after converting the full plant productiOD 
of 800 tonnes of raw materials into formulations, there will be about 
SO per cent excess capacity available for tabletting in this plant 

6.38. The Committee feel tbat abe formulatioD capac:Ity ill IM6 At 
ADdbiodc:s and Syathedc Dru2S Plants .... DOt been properly cletenalaed. 
In the I Antibiotics Plant accordlDI to the Information supplied, 105 
IDi1Don vials wli be produced during 1971-72, which will cousume on~ 
to tOD,," of andblotic:s. In addition 35 tonnes wID be ab1isecl . for 
capsulation and 3 tonaes lor tablettin!:. The total quantity utililed wID, 
thus be 118 tonnes. As against this, the total capacity 01 the plBDt II 
290 toanes. nat will mean that a lal"2e portion of the anCibiotks wID 
"'"e to be sold In bulk to otber pharmaceuticals concerus lor nailing, 
caplUladoo and tabletting. In the Synthetic Drugs Plant, the positiou wiD 
... Jast the renne and even after tabletdng aD the drugs Into dosage form, 
there will be 50 per cent excess capacity which wilt remain UDUtiJIsetl. 
ThIs Imbalance In the production capaclty and the fOl'lD1lIatlon Capacity 
.. the two plants it a matter of serious concern and this ouPt to be booked 
IDto by CoYel'DlDellt as to bow these capacities were accepted. 

U9. TIle CoauaIItee iIoweftl' ........... order ..... & ... 
,..,......., 01 tile ,.. ... the lonIuladoa capedty .. tile ADtiItioCiar PIal 
...... IJe Increued and In the SyntbetIc Drags Plat tile ex ... 101= ' 1_ 
a,.dty .... Id ... utDhed by ........... IOIDe ................ ...... 
hr prac: •• and taIJIettbIt. 
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PRODUCTION 

(a) Antibiotics Plant, Rishikesh 

In the Antibiotics Plant at Rishikesh, there was no production during. 
the years 1965-66 and 1966-67 as the plant was under erection. Produl>-
lion targets were, however, planned for the year 1967-68 in regard to 3 
antibiotics and the achievements of the targets was as under: 

Production targets and Actuals for 1967·68 

Product Plan for Actual Reasons for varia-
production production tions 

ICp. ICp. 

PotusIWIl benzyl pen- 4134 
k:iIIin'G' (Non-sterile) 

I. Process stabilisa. 
tion 

, ~" 

2. Water and power 
!allures 

I. Drien commiss-
ioned in March, 
1968 only. 

2. Process stabili • 
.. tion. 

3. Power failures. 

4. Difficulties in 
maintaining steri-
lity. 

S. Diflic:u1tles in =Pharma-. quality. 

Sodium"-penlclllin 
facility'"!! commi-
ssioned only ba 
May, 1968 

Remarks 

PJant (Reco"ery 
and Purifica-
tion) ccmmis-
siored ir Jrne 
I967. Procuc· 
tion plarrir, 
started frcm 

November, 1967. -·Under .. quality 
control testa 
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7.2. Thus the actual total production in the Antibiotics Plant was .. 
than SO per cent of the target fixed for 1967-68. For 1968-69 tho C0m-
pany drew up the following production programme: 

Name of Product Tounes 

I. Streptomycin Sulphite 44'; 
i' r( 

2. Sodium Salt of PeniciJJjn 17" 

3· Procaine Salt of PeniciJJjn 22'00 

4- Tetracycline Base 6'S 
o.t ,. Tetracycline Hydrochloride 4~3 

6. Nystatin 3'75 

7· Oxytetracycline Hydrochloride 4'30 

8. Cblorotetracycline Hydrochloride 4"3 

Total 107'J~ 

.• ,7.3.:bL reply to a question. as to why the targets of production for 
1967-68 could not be achieved in the Antibiotics Plant and whether the 
production programme fixed for 1968-69 was likely to be ~e4 
lDPL stated that according to the Russians, it toOk at least six months to 
overcome initial teething troubles of equipment and processes in sten1e 
products sucb as penicillin and streptomycin. It was further stated that it 
was necessary not only to obtain the chemical product but also clean pr0-
duct free from particles and bacterial and fungal contamination. 

7.4. The plant was commissioned for streptomycin and penicillin durin!! 
the period April to June, 1968. During this period there were frequent 
power failures on the U.P. Electricity Board system. Therefore, tbe 
plant could be said to have started production in the actual sense from the 
end of June, 1968. 

7.5. As regards 1967-68. It had been stated that fermentation facilities 
.·;X·were commissioned for penicillin in May 1967 and for streptomycin m 
:', October, 1967. This was followed by Recovery and. Pqrificatiou. faci1itiea. 

which was 2-3 months after fermentation facDities.Ho~J th~ prWuQ-
.Ion had to be restricted as it was not possible tc) . .v.t saleable. pmducts of 
the correct specification. The sterile F'mishiug block was DOt ready until 
about March, 1967. 
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7.6. The reglaments (technical instructions) received from the Russian 

.. ide indicated a period of two years, according to conditions obtaining in 
Russia, for reaching rated capacity for each antibiotic and a period of 3 
years for reaching the full rated capacity for the plant as a whole. 

I.D.P.L. further stated that it would not be possible to reach the 
programme of production for the year 1968-69. 

(b) Syuthetic Drugs Plant. Byderabad 

7.7. As the plant was under erection, only productiC)o of phebacetin 
'Was.commissioned in December, 1966. In 1966-67, 1960 kgs of phenacetin 
:was produced on trial basis. 

During 1967-68, production for 13 drugs/intermediates was planned 
-out of which 10 products were actually produced. The production figures 
(planned and actual) in respect of the 13 products are shown in Appendix 
II. It will be seen therefrom that in most of the items, the targets were 
not achieved. 

7.8. The targets of production for 1968-69 for the drugsjmterMed.iatei 
in the Synthetic Drugs Plant were as shown below:-

I. 

2. 

3· 

4· 
S 

6· 

7· 
8. 

9· 
to. 

11. 

I. 

t. INTERMEDIATES 

Absolute Ethyl Acetate • 

Acetyl Acetone 

Aceto Acetic Ester 

Aceto Propyl Alcohol 

Diethyl Carbamyl Chloride 

Sodium Bisulphite 

Benzoyl Chloride 

Trichloro Acetone 0 

P.A. Sulphamide 

Hydrazine Hydrate 

Diethylamine 

II. COMMERCIAL PRODUCTS 

Phenacetin 0 

TargetS fot 
1968-69 

(Tonnes) 

1000 

56 '0 

14'4 

•. '48000 

21·6 

80 



2. 

3· 

4-,. 
6. 

1· 
8. 

9· 
10. 

II. 

Ia. 
13· 

14-
I,. 

SulphaniJamide . 
Sulphaguanidine 

Sodium SUlp!llcyl 

Sulphadimidinc' . 
Vitamin BI 

Vitamin B3 

Folic Acid 

Pyramidon ;} NovaJain .. INHJ, A' 
Nic:odaamJde 

Piperazine AdipateJ 

Dltrazine Citrate 

Luminal 

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

Total 

Targets for 1968-69 

(Tonnes) 
40 

32 . .-
8. • 21'6 

r6'0 

7.9. In reply to a question, LD.P.L stated that most of the produ~ 
in Synthetic Drugs Plant were commissicmed in 1968-69 and the-
targets fixed for that year would not be achieved particularly as men gas 
aad nib'oJCll were in short supply due to shortcomings in their designocl' 
capacldeL 

During evideDce, the Commitlee eaquirect the reasous for actual· 
production beidg less in 1967-68 aad 1968-69 than the targets in the· 
Antibiotics end Synthetic Drugs PIaDtI. 

7.10. The Deputy General M'anapr. ADtibiodCl Plant stated that there· 
were two beton. One was proving of the technology and the otber was 
proving of tbe equipment before the plant could So Into continuou!l F9"' 
duetion. About proving of technolo~. he drew the ettention of the 
Olmmittee to the fact that a number of modifications were introduced' 
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eftIl before the commissioning of the Antibiotics Plant. As regarda eq~. 
ment, the plant faced the problem of corrosion in the stainless steel equip-
ment. Since the pharmacopeial product had to be free of metallic partic.les.. 
changes had to be made in the vessels, valves, shafts etc. In the function-
ing of the equipment also, some difficulties were encountered and buffen-
and grandpackiogs had to be changed. 

7.11. He added that another reason for shortfall in the anticipated 
production was that the collaborators had not taken into account the local 
conditions such as local atmospheric conollion of dust, moisture etc. 
Provision had to be made for extra valves to remove the dust and measures-
had to be taken for removing the humidity in the air-conditioning equip-
menL 

7.12. The witness further stated that, in addition to the above, the plant 
experienced considerable difficulty on account of power failures. If power 
failure took place continuously for 2 months, nothing could be done 
because each power failure meant another cycle of 11 to 12 days before 
starting production afresh. The fermentation process was a continuous 
process and could not tolerate even one minute's power failure. Asked. 
whether IDPL could put up its own plant for ensuring regular supply of 
power, the Chairman IDPL replied that the requirement of power of the 
plant was 22 megawatts but the reserve required for emergencies would be 
6-8 MW station and it would be costly to put it up. Asked what would· 
be the cost of such 8 power station. the witness said that it QuId be 
Rs. 1l-2 crores. He added that the standing power plant could not solve 
the problem because, according to the Russians, such an arrangement 
would need radial changes in the electrical system whose cost would be 
very high. He informed the Committee that the management intended to 
pass on that problem to the Engineers India and the CWPC. if they could 
give a scheme to disassociate the load and thus overcome the problem of 
power breakdowns. It was further explained that the matter had been 
taken up with the UP State Electricity Board and as a result there had been. 
no power faDure between May and July, 1968. There was also a proposal 
to have automatic change over in the sub-station when the entire Grid-
system was set up so that there would be uninterrupted supply from. the 
second Grid in case the first one failed. Despite all these, it could not be 
stated that there would be no power failure at all, because the power 
faDures were not always due to shortcomings in the system but due tD· 
human sbortcomJap. 

7.13. About the delay in commencement of production, it was stated 
that the trouble was that the Russians had not indicated the commissioning 
period in the detailed project reports. -Had they done it. nobody woul(l 
bve ohjected to whai was beIng Jone today. De stated that such plant:; 
usually produced below rated capacity during the first 18 month!! of pre-
. daction. In the Antibiotic Plant, the recovery was 56 per cent u againsr 
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the Iiotm of 85 to 90. Asked whether rated capacity would .be;~~\le4. 
the Cba.irman IDPL Said that as against a capacity of 18S toDDeS fOr sodium 
peoiciUiD, prOcaine penici1liJi and streptomycin~ ;the RuS~' ~~ was 
lbal 108 toDDes could be achieved ,hi 1970-71. But the es.timtlte .9fthe 
IDPL tec.bDOlosim wai that it would' be possible ~ prodUce ouly 80 toaDes. 
He added that the Russians were giVing certain fUrther equipiDent for 
lf1l"!'athG"ina the capacity of Certain antibiotics. The ComJiJ.ittee Were also 
iD(~. d1at for reachina break even point, a productiOn of 125 tonnes of 
~ antibiotics would be necessary which was expected to be achieved 
ill 1971-72 only. 

. \ . . .. 
7.14. The Committee enquired about the guarantee for production and 

were info~ed that the collaborators had agreed to rep~ .. ~ery but 
that there was no guarantee for loss of production. ~e4 ~to "hat 
percentage of machinery was. under doubt or wasbePig tes~ ~th rew4 
10 qu~ilY, the Chairman,. IDPL stated }~~t it. would be a, ~um. of, ti.v~ 
per Cent. But, he added, the percentage ~s not impo~t ,.f\ ~.r., 
Du,uiber of pipelines may be alright, but if one reactor vessel was bad, ~en 
tho product was defective. According.to the Chairman IDPL, the RussiaDa 
were cooPerating. in getting over the ~cu1ties but sulce. qae time they wc~ 
made aware of the possible resPQnsibility for the loss of ProductioD. they 
were ~ing reticent Ho was, therefore, of the view that a working 
arra.ngement.. would have to ~ made so that both p~~s ~perated in 
improving ~e plant. In the .opinion of the Russion Chief Technologist. in 
the Antibiotics Plant, the plant would be a success by 1971 but.llIe 
'Chairman, IDPL felt that it would have to be confirmed by the hipr 
authorities in the U.S.S.R. 

7.1'. The Committee enquired about the steps taken to overcome the 
difficulties experienced in the production processes of synethetic drugs. 
The Chairman, IDPL stated that in the manufacture of vitamin Bl, pro-
duction process had to be changed because, in the final stage, the quality 
or quantity could not be achieved. As a result of th~ change e~ected by 
JDPL in the production process, a saving of Rs~ 60 per kg. in the cost of 
raw material had been made possible. In the case of vitamin B2, the final 
product did not conform to Indian pharmacopoeia regarding PH (acidity). 
It took IDPL 2 months to develop ~c pr.acess to meet the t>harmacoPoo.ial 
requirements. In the case of foliC acid, development of p~ss was 
.mularly required and it took about six months' time to complete the 
development wort. 

7.16. The Chaimlan IDPL also informed the Committee that as far as 
aulphanomides produdioa was concerned the proees. W!re AlPiAf\t. hut 
with regard to vitamins, judging from the cost that IDPL was incurring 
aneJ tb,e yields that i.t. was getting, the processes were not good. The same 
was the case with the folic acid also. The process for '3nalgin was under 
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test and it was not Possible to give a final opinion as yet. He added ~t 
even in the case of those drugs in respect of which the processes were good" 
they were capable of bdng improved further as organic chemistry was 
constantly being improved. 

+}~p. ~. reply, to a question during. evidence, the Secretary of the 
~. ~t~d.,~ ~dustan Antibiotics Ltd., had been able to impro~·c;. 
its technolOgy .~ ~. better working re~ults over a period of time and he 
hoped that the RiShlkesh plant would also be able to do the same. He 
further 'stated thatth~rq wa~ a tremendous development.in the antibiotics 
industry. He recalled that the Hindustan Antibiotics Ltd. started with a 
capacity of 9· S million megaunits. per annum initially and was producing 
over 70 to 7S million megaunits at presenL This had been possible not 
only by expandiDg the equipment and facilities, but had been achieved to 
• great extent by improvement in technology and continuous research. The 
Committee enquired why the research effort should be dupli~ted at 
Rishikesh and why the Pimpri process and the research conducted there 
·could., not be, utilisedointbe kishikesh plant also. The Secretary of the 
Ministry . stated· that the JUshikesh Plant was still in' the process of being 
prOV£d and. it had ;necessarily to go ahead with the Russian technology OD 

which. it, was . based. Secondly it was just not possible to transpl'ant what 
bact . been done at the· Pimpri plant in Rishikesh. It required adaptation, 
research and devlopmental work which would have to be done in each 
phdJt. 

., "'~/' I t' ~" "j!' ),: .. r. :. , .' 
~ ?~,~8 .. ~ ,~~ .. ~t to: note that the. t.get(j: of p~.ctioD JQr 

tile ADtibio6e aud $yn¥~ .. ,Drugs Plants could DOt be achieved in 1967.68, 
doe . to ~ario~ ~DS .~'-inedby the ManagemeDt. ODe of the reasons 
fOf, sI,tortfaJl. ;~ ....... ~~n in ,the Rishikesh Plant was that the coIlaboratol'l 
bad ~.+~eia ~to ~{O .... t. ~ local atmospheric conditions ,wlaile desi(PlJng 
the pJa~t~ Tbe Co~ttee are surprised at the omission of this important 
factor .. ci,ho~ that .. : ~me4ial measures now taken by IDPL "HI eJl5Uft 
achievements of targets in future. 

7.19. ADother reason for shortfaD In production was occurrence of 
conosion in some stainless steel equipment b':!sides a small per~enta~e of 
_Nnery being ~r doubt". The Committee hope ,tbat eltrly replace-
IIIIMs of IIUIddnery wIIidi are not of standard would be obtained free of 
CIOIII. 

.NeW ... ·ftae· proJeds Intve been pUt up at bote cost and the basic 
techology cannot be dumged, eTery ej[ort oeeds to be made to mat, 11K 
best .. 01 the preseat equipment. 

'1,20. ;.'J'he Co--'"ee Wft'e c:onstnUned to note thet fllere ...,~ bf'e1t 
~abie loss of produdion 'on account of power failures. 'I1Ie entire 
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.-moD of polger IUppIy to tbe Aadbiotics PIaat aeeda ...... 
-tmjnatioo. U it is DOt coasidered worthwhile to have separate power 
Ifadoa to cater to its needs, otbel' alteraative measures ought to be adopeecl 
., lIS to ensure constant power SIIpply to it. 

7.21. Tbe CommiHee appreciate the effort.'i tbat are beiag made to .... 
pIOn the tecbnology and reach better production rates in these two pluG. 
They hope efforts 'would be kept up to achieve improved rClUlts. 

(c) Surgical lostruments Plaut, Madras 

7.22. The plant was commissioned in September, 1965. The figures 
relating to planned and actual proouction during the years 1965-66. 
1966-67 and 1967-68 'are given in Appendix ill. 

7.23. In reply to a question as to why tho production targets and the. 
actual production of surgical instruments during the years 1965-66, 
1966-67 and 1967-68 were below the capacity of the plant, I.D.P.L. 
ltated that the main reason was lack of demand for the instrumellts. 'The 
production in 1965-66 and 1966-67 was on the basis of the targets given 
in the detailed project report while the targets for 1967-68 aod 19~ 
were on the basis of the orders in hand. 

7.24. Asked as to why production of instruments WIll allowed to pr0-
ceed during 1966-67 according to the targets based on the DPR wbco 
tho Company knew in 1965-66 timt there was no demand for the instru-
ments, IDPL stated that the main reasons for proceeding with the 
production in 1966-67 as originally envisaged was training of the worken 
in the Orinding and Assembly shops in the technology and lIWlufacture 
of instruments included in the product-mix. According to the Russia», 
a period of about 18 months was required to train the workers lex mast«-
iDa skill and attaining the productivity required to reach the rated ~ 
city. 

7.15. It ",-as further stated that the iDstrumc:Dts in pert stqea of ........ 
facture could be left balf-finisbed on thesbop ftoor OIIIy at the tilt '01 
further spoUation due to corrosion 9J1d bad hmdling. It was advaDtageoo8 
to finish fhem and .tore them properly ill the finished stonlI aec:doI1. No 
definite idea regarding the pattern of demand emerged UDtil tbe NCABR 
survey was completed. 

7.26. In reply to another question. whether any instruments .. fddt bad 
tJeca produced and not sold in 1965-66. were also prOduced in 1966-67, 
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IDPL flImisbed the following information:-

Drawing No. Pro::lu:tion Stock Production Srock 
1965-66 31-3-66 1966-67 31-3-67' 

OI..02 919 890 4661 5344 
01-06 690 666 3076 3638 

03-06 3674 3658 18207 21723 

Cl4-o.t 49 43 6095 5589 

04-05 1010 1003 1629 2094 

-0,-01 543 S42 3484 364.5 

06-04 66 6S 19666 17466 

10-01 3060 3047 364 3340 

1C>-04 2332 2320 6 2261 

11-05 568 54S 3270 3749 
11-06 624 612 546 loS, 
12-01 1525 1494 4 1423 

12-D2 1068 1037 66 IC23 

12-D3 716 701 U78 1782 

16~ 3210 3196 6962 9983 

7.27. It was stated that although the shops were commissioned in Se~ 
1aDber, 1965 the recruitment of workers for the operations in the Grind-
iDs and AssembJy shops continued till the end of 1966. These worken 
bid to be trained on the shop 1Ioor in the technology of different types of 
instruments. Even though the market off-take was not satisfactory till 
the end at 1966, the training of workers could not be stopped as pro-
'IcieDcy in the lD3Dufacture of various types of instruments bad to be 
·auaiDed 

AI_h, thou,,, !lie lI'IIfttitiM \ftte tHttidecl m view 01 poor oil-tab. 
production had to tc continued for the training of workers. Instruments 
1IhowD. against Drg. No. 04-04 and 04-05 were required for the Family 
PllaaiDg campaigas for which orders were obtained in 1968. 
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7.28. In regard to production target for 1968-69, IDPL had stated 
that the orders in band and likely to be obtained indicated that about 180-
200 thousand instruments might be manufactured, the approximate v~uo 
of which would be Rs. 20-25 lakhs. The phlDt would be largely prodbc-
ing family planning instruments except when definite orders were available 
or were likely to be available on a continuing assessment of demand. It 
was not the intention to produce to stock excePt -against projected orden-
of Family Planning instruments. 

7.29. The Company had further stated that it was not possible for 
demand to be generated until heavy expenditure was earmarked for ,~ 
facilities bv the Central and State Governments. 

7.30. The total loss estimated by IDPL for the year 1968~9 .~ 
~Jical InstruJDCnts Plant was likely to be Rs. 93 Iakhs including ifit'enSt 
(Rs. 37 lakbs) and depreciation (Rs. It lakhs). At the preseDl level of 
production and expenditure, the loss was likely to "hoin tho regiOa of 
as. 80-90 laths per annum. > ~,~ '! 

7.31. In reply to a question, it had., been further stated that there wen-
no special machines which would remain unutilised on account of tho 24 
types of instruments having been dropped from the production pro-
gramme. Different designs of instruments could be made with "tfte 
available plant facilities. But to the extent that the market for surgical 
instruments was restricted through lack of demand. overall utilisation· of 
the equipment would be low and consequently some of the duplicate maO-
hincry meant for bulk production would be surplus. The cost of suc1I 
IUrpl~s machinery was estimated at Rs. 30 lakhs. i 

7.32. The Committee are distressed to note that die produdioII of ena 
o.ose iDstruDlents was allowed to continue during the year 19~1' b 
wldch there was no demand and wbich were already Iyblg in.!Ddt. IJI 
the case of one instrument (Drawing No. 06-04) 19,666 pieces of it .... 
produced daring 1966067 altlloagh Oat of 66 pieces ~- 'm "196~ 
~ only' one WItS 50'" Sadl an instance only Indkates that ~ ~ 
__ dcddecl producfIoa pmgtaIIH wldtoat ··takina "0 ...-oat 6e ..... 
... stodls and the likely fatare demand. . ,·L' 

TIle Committee an oaIy espteSS sarprlre at tile ..... .. like ac:aa. 
til I.D.P.L .' ;o_:k 

7.33. It is a _tter of coacem that the plant will be --rriIIIa ... 
.. Is. a. IakILt tlet ...... ta.' .. ' lem Of: prDdIdIoa.' De 
~ .. hi lite Goftmmeut to: 11ft' a 1Irio8s '~:-,.,_ 
.... and eft whellaertlle ......... ~ aai1le·,.. to ..,. odhc-'. 

'f ., . .• , '.' r"J. ". ":'i." : it~ ,.-,! !irit 
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and thereby mitigate the losses. From the information placed before the 
Committee, they do not see any future for the Surgical lDstruments PIaDt" 
.... the product mix was changed after ascertaining the market ........ l 
.... overheads were drastically reduced. 
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COST OF PRODUcnON 

(a) Andblotka PIa.., RWalkesb 

IDPL havo estimated that the cost of production of 290 toDDes of 
·aatibiotics (ill bulk and formulations) will be Rs. 18.36 crora on the buill 
III lOOper cent utilisation of capacity . 

•. 2. III rep]y to a question whether the productioD pmceaeI suggested 
by the collaborators would ensure minimum cost of productioD. IDPL 
.. ted that the estimated cost of production of antibiotics proposed to be 
lD8Dufactured at the plant would be less thaD the maximum prevalliq 
.prices for thoac products in the c:ountry. 

8.3. In reply to another question, whether al. the present sellinl price, 
It would be possible to cover the cost of production and earn reasonable 
return On investment, it was stated that in case norms of usages aDd yields 
of the project report (and of reglaments) were realised substantially. It 
would be possible to break even at 4.5 per emt of the production capacity. 

(b) Synthetic DnID PIaDt, Byc1enW 

8.4. Against the production capacity of 826 tonnes of various saleable 
products in the Synthetic Drugs Plant, the rated capacity was estimated to 
merease up to 942 tonnes. This upward revision was stated to be based 
OD the worJcing of the plant for 330 days instead of 300 days as estimated 
In the DPR aDd the interchange of the capacities of analgiD and amidopy-
riDe. 

8.'. According to IDPL the estimated COlt of productioD of 940 toDnes 
. of drugs (including the cost of formulations to be made from 402.95 toDDes 
., butt drugs) was Rs. t 1.53 crore5. 

8.6.. 18 reply to a question, whether the I.D.P .L. was satlsfiecl with the 
productioD processes sugested by tile coDahanton ·and .betJter thole 
-proceaea would ensure minimum cost of production, it was stated that It 
would DOt be .,osst'ble to realise costs of production within the landed 
picea of abru1u imported drugs. The former would be sufBciently higher, 
prtic:ularl7 of vitaminJ, analgin, INH, nicotinamide Iftd some of the Inter-
~mediat.es which WOtald ultimately raise the COlt of fiDaI procIadI. 

40 
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(c) SurIbl lastrumeafl Plaut, Madras 

8.7. The estimated cost of production for 2.5 million pieces at full 
utilisation of capacity was estimated by IDPL at Rs. 2.02 crores. 

8.8. In reply to a question as to how the unit cost of production of the 
instruments with 100 per cent utilisation of capacity compared with the unit 
cost of production of other manufacturers in India and abroad, the Com-
pany I~ted as under: 

"The comparison depends on the specifications. Our costs are 
lower than West European and North American countrics 
but are higher than Pakistan as our quality is better. As 
regards other producers in India, there is no comparative basis 
due to the fact that there are definite differences in qUality. 
However, in some cases, the costs of indigenous producen 
are higher than ours but generally they are lower because of 
lack of standardisation and, therefore, absence of a reference 
point for comparison." 

8.9. Giving the reasons for high cost of production of the instruments, 
IDPL stated that it was on account of the fact that the fixed charges were 
disproportionately high because of the utilisation only of a fraction of the 
capacity. Moreover the auxiliary facilities were more than needed. Some 
increase in costs was due to rework and rejections which were an index 
of lack ot experience of workmanship of operators. Those were high in 
the beginning and had progressively gone down due to intensive training 
and experience arising from flux of time. There was considerable room 
still for improvement. 

8.10. It was also admitted that the instruments could not fetch pdcea 
10 as to cover the cost of production and during 1967-68 the plant incur--
red a loss of Rs. 40.61 lakhs exciusivo of. depreciation and interest 
(RI. 44.98). 

8.11. In reply to a question. the M"mistry had stated that tbo cost 01 
produc:tioD of the surgical instruments was not estimated at any time 
before the setting up of tlhe project with a view to see whether it would 
&e possible to seD them without incurring Josses. It was further stated 
that the programme of production was drawn up and decided on the 
basis of the advice tendered by eminent Indian surgeons and a rough and 
ready assessment of the likely' demand The economic viability was cal-
cal.ted on a rough basis On the assumption that aD the products of the 
unit at full production level could be sold not below the estimated COlt 
of productioa. 
287 Aii-4 



42 
8.12.. At the instance of the Committee IDPL furnished information ill 

regard to the unit cost of production when hundred per cent capacity "'ould 
be utilised and the unit cost of production at the present rate of utilisation 
of produ~ti"n capacity in regard to the three plants. It is observed there-
trom that the cost of production of some of the" items in tile Antibiotics 
Plant was more than double the cost estimated at hundred per cent 
utilisation of capacity. Whereas, in the Synthetic Drugs Plant, the cost of 
production at the prescnt capacity, of some of the items, was 20 to 25 per 
cent more than the production at the full rated capacity. In the Surgical 
Instruments Plant also, cost of some of the items bad gone very high. ID 
the case of two items even the cost had gone up from Rs. 32.56 to 
RI. 181.68 and from Rs. 65.15 to Rs. 299.03. 

8.13. During evidence, the Chairman. I.D.P.L. informed the C0m-
mittee tbat when the 1958 feasibility report was submitted by the R~ 
lims, they stated very clearly the objective of the plant that was being 
let up. They did not say tbat the plant would make profit. They merely 
atated that in working out these recommendations for the development of 
the Indian medical industry, they had borne: in mind the objective of 
freeing the country from the import of these drugs, utilisation of indip 
DOUS resources and the most rational way of utilising the Soviet credit. 
In their conception the gain was not for the plant, but to the economy 
of the country in the shape of saving in foreign exchange. He added 
thlt the Synthetic Drugs Plant, Hyderabad, alone would be able to save 
Rs. 1.2 crores of foreign exchange. The Russians had also made a fore> 
ClSt of the prices whicb the antibiotics would be able to fetch and accord-
lag to that calculation chlorotetracycline was likely to fetch the maximum 
profit. This was .the reason for their suggestion for II bigh capacity 01. 
cblorotetracycline. 

8.14. Explaining the reasons for increase tn the cost of production, 
the witness stated that the prices of raw material ,had definitely gone up 
though the usages which the collaborators bad in view were the same. 
Regarding wages, the plant had actually put lesser personnel than bad 
been estimated by the collaborators. 100 expenditure on fuel and cJcc. 
lricity bad gone up from Rs. 33 laths to Rs. 81 laths. In the caie of 
deprtclation. the co1laborators bad taken a very low figure and in the 
'OpiDion 01. the Chairm'an, IDPL. that was due to the fact that the coIJ~ 
IMntors thought that the cost of plant would be very smaD. ActuaDy tile 
capital cost bad gone up many times over. 

8.1 S. The CWrman, IDPL. referred to the under-estimate of cost of 
production in Japect of streptomycin. The Kane Committee whicb went 
to the USSR had estimated that the cost of production according to the 
Russian methods would be Rs. 450 per kg., but &he RuSSIans in their 
repoft of t 958 -.bowed that the price would be Rs. 157 per kg. Lata 
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on in 1961 they submitted another estimate in which they showed it u 
Rs. 67 per kg. The actual cost of streptomycin was, however, going to 
be Rs. 367 per kg. 

8.16. The Chairman, IDPL, informed the Committee that till 1967 
there were no cost sheets for individual products. but only bulk costs had 
been worked out for the whole plant. In this connection, he further 
inform:;!d the Committee that the cost of production as estimated by the 
Russians W'as never accepted by the IDPL and the then management had 
written to Government to this effect. Government had record~d in a letter 
that there were divergence between the estimates of cost of construction as . 
liven by the Soviet experts and as drawn up by IDPL and directed that 
though steps might be taken towards implementation of the projects, the 
estimates prepared by IDPL required further detailed scrutiny. 

8.17. During evidence, when the Committee enquired about the cost 
of production of antibiotics in the Rishikesh plant and how they compared . 
in cost with other plants, particularly, Hindustan Antibiotics Ltd. Pimpri, 
the Chairman. IDPL replied ~at tihe difference was not great. but the 
selling prices were very much higher. He further stated that they had 
110t written to Government about it but they had definitely approached 
the Hindust'an Antibiotics Ltd., and tried to get the cost from private 
undertakings also. In the case of private undertakings there was a fiat 
refusal. Hindustan Antibiotics Ltd. was not parting with that informa-
tion although their Managing Director was on the board of Directors of 
IDPL. The witness added that IDPL did not have information about tho 
cost of production or the ccmpetitors but the prices charged by them were 
known from their catalogues. 

8.18 While examining the Ministry of Petroleum and Chemicals, when 
the Committee enquired whether it was true that IDPL was not getting 
information regarding the cost of production in Hindustan Antibiotics Ltd .• 
Pimpri the Secretary of the Ministry stated that there ought not be any 
difficulty, because the Managing Director of H.A.L. was a member of the 
Board of IDPL. He added that there was also a Coordination Com-
mittee but admitted that it had not so far functioned efficiently. 

8.19. Regarding the cost of production of comparable items in the 
Hindustan Antibiotics Ltd., Pimpri, and in IDPL, the Secretary of the 
Ministry Iltated that the cost of streptomycin at HAL was Rs. 352 per kg. 
and the eqimated co!'t of production in IDPL project would be Rs. 376 
at fun utilisation of capacity. As regards actual cost of production at 
PRiem, be stated that it would DOt be comparable because the plant was 
d in the stage of initial production. The cost of penicillin 'G' was 
34 paise per megaunit in the Pimpri unit and the cost in the Risbikesh 
Plant <:8IDO to 50 paise. 
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8.20, in reply to a query it was stated that there existed a system 
ia the Ministry under which monthly and quarterly returns from aU the 
projecta were received 'and studied by the Ministry as well as the Ministry , 
of Finam:c and the Bureau of Public Enterprises. 

DurinS the evideace. the Committee pointed out that aU the syntlhetic 
drugs proposed to be manufactured at the Hyderabad plant were likely 
to be produced at a loss and asked whether their production was under-
taken with full knowledge of this fact. The Chairman, IDPL, replied 
that from the report which was given by the Russians it was not known' 
to JDPL or the Cabinet that the synthetic drugs plant would produce at 8 
lou. He stated that two difficulties had arisen. FIrStly, the Russians: 
had tremendously under-estimated the cost of production. Secondly, the' 
que&tioa of prices was involved. The import prices were also very JUab . 
at that time though they had been steadily goinS down since then. At 
the present moment, he said that it wu not possible to produce the drugs. 
at the CIF price. He referred to the fact that many of the private sector 
companies in India were junior partners of drug companies in other coun-
tries. They imported drugs at a low price, formulated them here and 
sold the formulated product at 5-6 times the original price. Half of the 
profit they got was remitted to the parent country. 

8.21. In the case of Synthetic Drugs Plant, it was stated that sulphaDa-
mide formed 500 tonnes out of the total production of 890 toones. The 
landc=d cost of sulphanamide had gone very low and this affected tho 
profitability of the plant greatly. Resarding vitamins, earlier expectatioa 
was that vitamin Bl would be produced at Rs. 105 per Kg. whereas the 
actual cost was likely to be Rs. 600 after improvements made by the plaDt 
laboratories were incorporated. The Chairman, IDPL, informed the 
Committee that even the Russian techDOlogists very clearly stated 
that they could DOt get it even in Russia for Rs. 100 and in their own 
plant in Russia it was costing 100 Roubles, which came to Rs. 750. 

8.22. The Chairman, IDPL, stated that the Kane Committee "definitely 
ltated tbat we should not go to the Russians for Vitamins". He added that 
IDPL bad found that the procesaes of the Russians for vitamins 
Bl and B2 were very much outmoded. At the time the Russians agreed 
10 do the project report. they bad an experimental plant for manufacture of 
vitamin Bl according to the report of the Kane Committee aDd they 'later 
manufactured plants for larger capacities. In view of this fact the cost of. 
production of vitamins in the Synthetic Drugs project would not be com-
parable to the international prlces. He added that this was a challenging 
Job and technical staff of IDPL was doing everything possible, but it woul4 
tate ROme time. 1be witness further stated that the raw material cost of 
vitamin B t. according to the Russians, was about RI. 360 which ... 
three times the cost of manufacture in any other country. The deprecia-
tion COlt of this p1ant wu about RI. ISO aad on these two, IDPL at 
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no control. The Committee were also informed that no other firm in 
India was manufacturing these vitamins. The only comparison avai19ble 
was, therefore, the CIF price, but the CIF price was unrealistic. In the 
case of folic acid also, the fixed cost i.e., depreciation and interest was 
Rs. 1,250 per kg., whereas the world price was Rs. 200 per kg. 

8.23. The Committee were also informed that IDPL wanted to 
Iormulate the entire sulpha group of drugs, but so long as the imports of 
these drugs continued IDPL's formulations would not attract the market 
unless ti!cir costs were averaged with the CIF prices. He added that 
IDPL had approacbed GovernJDent to ban the import of sulphana-
mides and sulphaguanidine and they had been told that they had been 
placed on the restricted or ban list, but imports continued on old licences. 
On the question of formulations, the witness stated that IDPL would 
not suffer a loss in the case of formulations which were not mere tablet-
ting, but were of a sophisticated nature. It was added that the IDPL 
bad a plan to have a formulation section as a separate division of the Com-
pany. It should buy 1?ulk drugs, formulate and sell them and its profit 
and loss should be assessed separately. But the implementation of the 
scheme needed a little bit more money. 

8.24. The Chairman, IDPL, further stated that the higher price of 
the bulk produ::ts could be partly compensated by lowering the price of 
formulations. This was possible because the drug component of a formu-
lation constituted only about 15 to 20 per cent of tbe price of the formula-
tion. lIIusttating this the representative of IDPL said that RI. 500 
was the bulk price of billion units of penicillin, but when it was converted 
into vials, it fetched a price of Rs. 1,200. 

8.25. On the question of high cost of production of medicines, th. 
Secretary of the Ministry stated that the objective of reducing cost of 
medicines to com:umers was not likely to be realised. 'J1te Committee 
pointed out that IDPL had suggested that duty should be raised on 
imported products so that landed cost came equal to their cost of produc-
tion within the country and secondly, that mPL should also be per-
mitted to trade in certain items so that it co\110 import and make a mar~n 
of profit in formulation. The Secretary of the Ministry stated that this 
would require a detailed examination. He felt that perhaps IDPL 
bad not presented the situation to Government in that manner. 
IDPL bad only informed Government that its costs were· bigh. In this 
(Xmnection he added that landed c~t would not give a correct picture. 
Commercia1 price and cost to the conmImer were better guides than the 
aJSt at which it was possible to import. As regards banning the import 
of dru8lll which were being produced by IDPL, be informed the Com-
mittee that IDPL should reach a stage of established production. 



Government had to judge it and there were cases where import of certaIll 
"roducts had actullily been ballJled and some more had been pJaced in 
the pa!"tiaUy restricted list 

8.26. As regaIds the Surgical Iru,1ruments Plant, the Committee weco 
informed that the direct cost of production of surgical instruments in 
IDPL plant was not high, but if the depreciation and interest and over-
beads en sm:lll production were added, then it would be high. To allo-
cate the depreciation and interest for 2~ million instruments on a small 
number of instruments actually produced would not present a gond picture. 

8.27. The Committee are sorry to observe tbat the cost of produdioa 
., die ""ioUl items to be maaufactu.red in tbe three plants at full rated 
capacity was aot estimated accurately. Even wben Government came 
to know about tlae divergence between tbe views of the Russian expen. 
ad IDPL about .tle e.~tiruates of cost of production, DO concrete action 
was takea to ascertain the truth. Government merely observed thai 
.. esabutel prepared by IDPL reqalred farther detailed scrutiay. 
'I1IIe Co.mIttee, to take one case only, are aDBble to understand 8.. to bow 
.. cost 01 producllun for streptomyda estimated by the coUabontors 
.. Rs. 157 per q. In 1958 aDd RI. " per k~. in 1961 was accepted wlam 
.. Kae Committee In Its Report In 1956 bad estimated the COlI' ot pro-
6actIoa 01 dais item, accorcJlag to .... RassIu methods, at Rs. 450 per kg. 

8.2S. AIlllmlnte esthufe 01 tbe cost 01 productloD Is the ft'l)' bask 
.. CIte eeonoillkl of ., proJect and die Committee eanaot belp expl'el8 
... repet tbat .0 ...... CIIoagbt was glvn to thillmportaat aspect by 
Go,emllMllt. .. I ~' 

At tbh stage the ColBIDittee C8D oaIy stress upon tbe Mana~ement of 
IDPL ad Go,eruntellt to re'flew tile eoII 01 production 01 tile varloas 
ifellll presently .... produced by tile tine plants, end take lmm~ 
.... to .... dowa tIaeIr cost of prodIadIoD to a compedthre "'ftl 

8.29. Tile c...ittee an ... .........., to lean ...... bad not __ 
poasIbIe for IPPL to .. lie .............. 01 t'OIDpIII'IIbIe II.-
hat tM iliad .... ADItioda LIt., ......... even wilen .. " ha,~ ont' 
«:O"'1IIOft DIrector. 'I1Iey CD oaIJ __ fIoIa dill, ..... DO aerIoas etrorf5 
were __ to eoJ81*e tile cost ef ......... 01 shnDtIr Items prodo~ 
by lite otber pab1lc sector 1OiIqIIIII'f aader tbe SaDIe M1nbtrv. It h oh".,m 
tIhlf die coordlnltioa CAIDIDIttee ...., has Dot been fmtttionbig 
e«ec:tlftly. Bnt the CoBunIICee ban aot IJeea alven to nndel'!lOt11td ~ 
C8DSeII particularly wilen ftte CtaaInMn. IDPL, k at the same tim- Ctrtinmlft 
01 tile Co-onIluaIIoa ComadItee and tIIere COIIId be no Jm,.c11e h lis 
.... ,. faadIo .... !r. ne, feel .... II !IIIotdd lie tIae respoasihiIify of Gte-
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Ministry 10 eusUl'e that there is no difficulty iD exchangin~ useful InfonnatioD 
between various public UIldertakinp in the same field of production for 
their mutual benefit. 

8.30. ne Committee would also like government to consider "the 
mggestiou of IDPL to import certain items, against part of its exports, for-
formlllation and sale at profit so as to reduce some of its 10&41. 



IX 

SALES AND MARmI'ING 

The sales performlDCe of the three plants of I.D.P.L. from their 
IDcepdoD to 311t December, 1968 was as indicated below:-

StIle, Per/ormtIIICe 

(In JUbs of Rapces) 

Total I~ OrdenlD Total 
upto bmd.s (1968-69) 

31-3-68 Dec., on 31-12-458 upto 
1968) 31-13-68 

SJDtbedc Drup Plant • 44'32 38'03 82'~' 

Aadbiodcl Plant • "03 44'12 49'8, 

S1IIJ\CIIIwa ....... PIlat . 10'97 11'77 IS'19 a6'gI 

TorAL 10'97 61'02 91' Of 159'06 

N.8.-:>rJ:rs wmh R •• 17' 19 lakh' are rOnrlM oden ror bulk proJacts. out of whlcb 
orJ:rs worth Rt. S'68lakhs are to be ".:cuted in March, 1969. 

9.2. I.D.P.L. bas informed the Committee that the sale price of 
.n the products of the Antibiotics Plant which is fixed by them, was liteIJ 
10 be more than the cost of production except in the case of streptomycia 
where the cost of production would be marginally bigher .. ':tan its Ale 
price. This was slated to be on the assumption that reglament yields 
would be obtained at break even capacities which would vary from 30-
50% of the rated capacities provided costs of materials rem"ained constant. 

9.3. IDPL allowed to Government institutions 15% discount on 
narrow spectrum antibiotics namety penicillin. streptomycin, combination 
of peniciUin and streptomycin and 28 % on tetracyclines. This practice 
was being followed on the lines of Hindustan Andbiotic:s Ltd. whicb 
.uowed such discounts to Government parties. The dealers were propoaed 
to be given a discount of 7j%. . 

9.4. It was further stated that the Russians bad estimated an annual 
profit of Rs. 13.5 crores on chlorotetracyc1inc, RI. 1.88 crores on PenciIIia 
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aDd ~ptomycin on the basis of then prevailing import pricea of d:ae 
items. But according to the present estimated cost of the products at fuD 
rated capacity, the profits were likely to be reduced, by 50%, if the entim 
~ty was produced and sold at the present list price. 

9.5. During evidence, when the Committee enquired if IDPL had 
made any efforts to sell antibiotics at reduced prices, the Chairman, IDPL 
stated that they were selling a few things at reduced prices, such as sodium 
penicillin. He. ho~ver, admitted that this pricing was based not OD 
preaent cost, but on ultimate cost. 

(b) Synthetic Drugs Plant, Byderabad 

9.6. It was stated that the prices of drugs and pharmaceuticals were 
-controlled under tiIle Drug Prices (Display and Control) Order, 1966-
They were fixed by the Government of India on an application made by 
I.D.P.L. The prices of drugs sold in bulk, we,re also likewise fiXed by the 
-Government of India. 

9.7. The prices of many products of the plant had been fixed by 
·GoYernment, but IDPL was finding resistance in the market to the sale 
of the products even' at the prices sanctioned by Government. It was 
further stated that 1Ihere was considerable import of the products manuf~ 
1ured by IDPL and the market was fairly well stocked, as was evident 
from the following estimated figures of imports in the year 1967-68 and 
1be few months of 1968-69 : 

(Figures in tonnes) 

1967-68 1968-69 
(April & 

May) 

Phenacetin 350 31 

Sulphanilamide . • I ISS IS 

Sulpbaguanidine • 201 29 

'Sulphadimidine • IS2 12 

IDPL had therefore, to reduce even the sanctioned prices to lower 
levels to· avoid build up of inventory of finished goods. Jt had also 
purposely to witbbbold sale of sulpha products for three-four months to 
enable the· market to receive IDPL products at a reasenable price. 

9.S. In regard to the C.I.F. prices it was pointed out bv n)PL that 
'these prices were very low and they did not bear any relation to the cost of 
proc!Ddion in the country of origin. In same cases, the C.I.F. pricee of 
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furnished finished products were lower than even the prices of intermediates. 
According to IOPL it showed "that a certain pattern prc\'ails regarding 
international trade in drugs to prevent the development l'f indigenous. 
industry and to ridicule it before the consuming public for hig.'l costs by 
insisting on comparison of their costs with C.I.F. prices." 

9.9. The C.I.F. prices and the whole-sale prices as approved by 
Government in respect of certain bulk drugs were as under:-

Item Unit elF Wholesale 
prices per price arproved 

kg. by Govt. 

Rs. Rs. 
I. Phenacetin Kg. 10-16 27.00 

2. Sulpbanitlmide ,. 9-II z-7'oo 
3. Sodium Sulphacetamide " 25-32 58 '00 

4. Amidopyrine . " 30-36 [34'00 

(OPL had brought this fact to the notice of the Tariff Commissioo 
and had also suggested to Government "that a part of the quota of import 
mould be compulsorily liftod from IDPL, and elF and internal prices 
averatzed out. Internal prices should bear adequate relationship to costs 
of production based on a reasonable exploitation of installed capacity lDd 
a challenge of etBciency in respect of other inputs, their usages and yields 
of processes n 

9.10. Asked at what stage of utilization of production capacity in 
respect of each drug would it be possible to break even, JDPL stated 
that by selling 3 drugs in formubtions, namely, ditrazine citrate, piperazine 
adipate and analtzin, the Synthetic Dru~ Plant would recover costs of 
production estimated fOr rateC! capacity but aot the present costs at much 
lower volume of produc;don .. They further stated that l!1e demud itt the 
country for ditraziDe citrate and piperazine adipate was below their 
rated capacity. For analgiait waS stated that it could be sold at pro6t OD 
a coatiauina basis but would require a very lerae effort at sales promotion 
apinst long entrenched rivals like navalgin. Excepting these, all other 
pmducts would aell at • lass. It was added that as the demand for these 
,3 drugs upto their rated capacity was a doubtful proposition. in e1rect, aD 
the drugs produced at the Synthetic Drugs Plant were litely to be IOlcl at 
a loss. 

9.11. In reply to a question. regarding sale In bulk and formulatioaa, 
IDPL have stated as follows: 
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--rn a market in which imports continue, fonnulations offer greater 
promise of brighter economics in cases in which the difference between 
C.I.F. price and fonnulations costs is high. IDPL's policy is to exploit this 
market fully. As regards others, it is not possible to indicate tho exact 
proportion for sale of different drugs in bulk and in fonnulation. Tho 
acttral ratio would be determined by pattern of demand, the extent of 
imports, the nature of market and the economics of sale in bulk or 
formulations. " 

(c) Surgical Iastruments Plant, Madns· 

9.12. Tohe prices of the surgical instruments were based on estimates 01 
full utilisation of capacity and market competition. As these were much 
lower than the cost of production, they resulted in loss to the company to 
the extent of Rs. 60 lakhs. This loss, therefore. would hlve to be distributed 
proportionately on all the instruments manufactured and prices would 
have to be raised. On the average, the loss worked out 'at Rs. 40/- per 
piece (before depreciation and interest) and Rs. 721- per piece after dep~ 
ciation and interest 

9.13. 1100 original prices of surgical instruments were fixed in 196'. 
They were based. on the U.K. prices of Down Bros. a well known surgical 
instruments manufacturer and Ash for dental instruments. For surgical 
instruments the prices were fixed at 50% of Down Bros. prices while 
full prices of Ash were adopted for dental instruments. 

Tho seDing prices of instruments not so far produced indigenously wero 
&xed in relation to landed cost, where available, and for those available 
Indigenously in relation to prices prevailing in the market with a suitable 
margin for difference in the quality of the products. 

9.14. The prices thus worked out were increased by suitable percentages 
lID cover freight. insurance and commission on sales. The expectation WIS 

that, on· the above basis, IDPL would be able to recover all production' 
ex~ including depreciation at the production rate of 9· 5 lakhs instru-
ments a year. 

However, at these prices, the instruments met with vety great market 
resistance as cheaper substitutes. though not so ll~ in quality, bad found· 
their vnry In the market In good numbers. The pricing was therefore 
reviewed in 1967 and the followfng principles were accepted by the Board· 
til Directors: 

-(i) the quality extta should be appropriately cbarged in cases til-
,wblch the products of Surgical Instruments Plant were marked-
ly superior to the products available in the market. 
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:(ii) The prices for the products, in whicb the quality available in Ibe 
market was good should be at or near the market prices ha1'iDg 
regard to the cost at rated capacity. 

(iii) As regards the products which were peculiarly manufactnred ill 
the Surgical Instruments Plant and were not available in the 
market, the charges should be according to what the martet 
would bear; but as far 'as practicabJe, the accounting cost 
should be recovered." 

9.15. The prices of instruments were refixed on the basis of di1Ierential 
l'rices for quantities less than 5, between 5-25 and over 2S to attract 
.customers for larger off-take. 

It was not considered desirab1e to change the basic prices already ~ 
. U it was felt that this might be taken to mean as a reduction in the quality 
aJlO; instead of this the same effect was to be achieved through the bulk 
·4illCOUDts. 1bei prices were also quoted as "gross" exclusive of discoUDts. 

'IbeIe prices were reviewed again after a period of six months and it 
..... decided to adopt only one price namely tbat for the prices fixed for 
·oItab of 2S and over items. 

9.16. As ngards discounts, it was stated that the Boan:I of Directon 
'laid aareed to the following scheme of trade cliscounts:-

Government Institutions/Hospitals 10". 
Teaobhing Institutions IS% 
Medical Store depots 17i~ 

To dealers (on sales made to private parties) )0" 
To dealers (on sales effected, to Govt"mment partie! 

with their efforts) 5% 
Over-ridins 

commissioa 

9.17. The MiDi.stry of Petroleum and O1emicals bave informed the 
-committee that they had requested the Ministry of Health, Ministry of 
Defence and State Governments to purcbase their requirements of surgical 
instruments from IDPL factory. IDPL also was approaching StBte 
~ and hospitals direct in this regard. . 

9.18. Tbe 0lairmaD, IDPL, informed the Committee, during evidence 
that the surzical instruments bad better acceptance outside than within the 
country. 1bough only small orders had been received so far, they were 
indicative that more orden might be available, However, the plant could 
DOt be economic UDless it sold all tho 21 miDion instruments for which it 
.... designed. He said there was a mistake in surveying the market and 
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that the maximum that could be sold was not more than Rs. -SO to 60' 
Iakhs worth of instruments. He added that the product mix of a certam-
kind which would fetch a higher price but whose work-content would be 
low would have to be determined. 

9.19. Asked whether IDPL had produced any instruments which 
were lying unsold in the godowns, the Chairman, IDPL, stated that only 
in 1967 when there were no orders, it was decided to produce I,SOO instru-
ments to keep the workmen busy unlil orders for Family Planning instru-
ments were received. Asked as to how this was justitkd. the witness. 
Slated that it was not known at that time that they would be totally unsal~ i 

able. Referring to the stock of unsold instruments, he stated that baH 
the stock was saleable, but tbe other half was not acceptable to doctors· 
because they were based on the Russian spedfications. He added that 
IDPL was negotiating with· the Russians for the sale of these instrumenll 
aad that was the only way to dispose of those instruments. 

9.20. The Committee are happy that IDPL bas placed aU the lads . 
franldy before them. As is apparent from what has beeD stated in the· 
foregoing paragraphs there are no immediate prospects of IDPL's going' 
IIIto fun production owing to bigh cost or production aDd low offtake. 'I1Ie 
CommIttee feel that when the three plants of IDPL had been set up 
with the Russian CollaboradoD for reasons other than technical It is the· 
6dy of Government to see that the products of these plants find • DllU'ket 
.. the country. 

For a permanent sol.,.fion of the problem Government should examine 
all the snggesfioos made by the Company to the Committee (some 01 
whida had not been put to Govemment so fJw) in ~ to the _Ie of" 
,...,ttodI and take mitaIJIe steps to help the Company In markedng Its pods-
lit fa,oarabIe prices. 

9.21. As an immediate step Govenuneat should Issne orders to •. 
lie Central GoYerameat .......... .... dispeDSMies .... they .... 
(IIII'dIaIe IDPL produds IIDd go to the market for saeb items only ,.... 
were DOt being Dl8DIIfactund by IDPL. 'I1le ColDJIItttee were Infona·. 
ad daat the IDrgbI IusCnameids aaannfadored lit the SorgIaI IDsfnuneaa 
PIaIIt of IDPL IIad heUer aceepaace oul!dde thaD wIthia the COUIIIry •. 
Dey, therefore, hnpe that 9igolOns efforts will also be made for die esport 
01 dIeIe InsInmaent, to the U.s.S.R. and other collllfriel. ' 

lIarketillSl Research 

9.22. It was stated that I.D.P.L. had a Marketing Research Unit 
in tfle Marketing Division. It collected information through the Pield: 
Investigation uDit at the Head Office and through the Sates representatives 
~1Hl1 to tJte R!~orW OfBces, Domhay, Calcutta, Delhi and BangaJore. 
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9.23. Some of the important functions of the Marketing ReIeardl 
DiYiaion were tc)-

(1) Collect information about competitors' products, their pric:cs. 
the share of market enjoyed by them; 

(il) assess the nature of demand for products in the production 
programme as well as new products as judged from data with 
regard to present coDSumption, new licences issued by GoY-
ernmc:nt and other similar information; 

(ill) keep uptodate information about import policies of Gover. 
ment, nature of imports and the c.i.l prices; 

(Iv) keep abreast with new developments or introduction of pr0-
ducts ia the market, by competitors. 

9.24. In the field of drugs and antibiotics, the Marketing Rescardl' 
(JDit collected information on the follcwing: 

(i) the wholesale and retail prices of competitive products; 

eu") the quantum of imports during the last few years of difterent· 
bulk drugs of interest to us; 

(iii) the d.f. import prices as wen as prices in the countr'J 01' 
origin. wherever possible. of different drugs. 

(iv) total indigenous production of different drugs of interest to tbo 
Company; 

(y) total pre~ent consumption and anticipated demand for 1970-71 
for different items; 

(vi) new undertakings licenced for the manufacture or for additioaal 
capacity for products of interest to IDPL. 

~ . 9.2', A market survey of as wide a range of surgical iDsUuments as 
f08Sible was wso conducted by the Marketing Division. The survei 
4iIclosed that the dtlDand in the country was for much larger number of' 
Mereut types (\f instruments in lim1~ quantities. Very useful informa-
tion for successful planning of the marteting of surgical fDstrumalts was. 
also gathered during the 1IOfYeY. 

Tbe above studies bad helped development of markedDg strateu for 
ftIious products. 

lD regard to the steps taken to promote sales of various produc..1s 
mPL stated that it had appointed distn"buton, who were recopised deaJen 
.9f lUTeal instruments. 
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9.26. IDPL had also appointed technical representatives to caD 
on private surgeons, medical institutions, Dlembers of purchase committtect 
in different States and explain and demonstrate the surgical instruments. 
IDPL had also participated in a number of international fairs and national 
exihibitions with view to publicise its products. 

9.27. For drugs and antibiotics IDPL had adopted one of the 
recognised channels of distribution for its formulated products, e.g., distri-
bution through preferred dealers, who would purchase its products in bulk 
qUrultiti...~ and wlluld, in turn, supply 'to the retail chemists in their respec>-
tive territories. It ",'as further stated that a net work of medical repee> 
sentatives had been planned who would be stationed in different places and 
attached to one or the other regional office. They would be visiting the 
doctors, civil surgeons, hospitals and purchase authorities of State Govern-
ments, etc., with a view to propagate IDPL products. 

9.28. To aSSefls the consumers preferences the Marketing Research 
Unit obtained detailed information about the import of different anti-
biotics, indigenous production, wherever applicable, and constantly ~ 
viewed the trend of consumption of similar and thereapeutically competi-
tive production through information collected from all sources including 
its own field representatives. 

9.29. The country had been divided into four regions, viz., Northern. 
Southern, Eastern and Western. Each region had a number of represen-
tatives, who called every day on doctors in private practice as well as in 
the hospitals, chemists, and other potential buyers of antibiotics within 
IDPLs' production range. They gathered information about competi-
tors' activities, the trend of consumption pattern and such other informa-
tion as was available for effective marketing activity. This was supplied 
til the head office where the Deputy Chief Sales Manager (Martetini 
Research) coordinated and briefed highee management on trends. 

9.30. The Marketing Research unit in the Head Office also undertook 
·in1Ot studies, extensive market surveys, wherever required to find out the 
potential consumers preferences, prescribing habits of medical profession 
jn respect of different antibiotics. 

Distribution Channels: 

9.31. The question of distribution channels of IDPL was discussed 
by the Board of Directors at their meeting beld on 15th December, 1967. 
The Board decided that there should be flexible approacb towards 
distribution of pharmaceutical products. 

For surgical instruments, at first, a distn1mtor eaeh for large enough 
territory was appoblted. The distributor was ~ sen only to prlvatr 
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doctors BDd hospitals but DOt to Government hospitals. Since 90 per c:eat 
of the iDstrument.s were required ill Government hospitals, the distributors. 
did not take interest in promotion. IDPL contacted hospitals through 
ita s~ and came to the conclusion that initial and follow up work Vial 
10 much that it would be necessary to employ distributors or to enlarge-
the permancnt staff manifold. The territory has been reduced and distri-
bUlors have been given interest in sa!es to Government hospitals also. 
IDPL has however reserved the right to solicit orders direct from hospitals. 
which it does insofar as large units are concerned. 

The adYdlltage in this method, IDPL stated was ·'that in the beginning,. 
when cash resources are small, it is possible to get larger converage for 
promotion and display by interesting traditional market channels and to. 
concentrate our own attention on larger hospitals!' 

9.32. Agents in various countries were also appointed. After tho visit 
of teams it was found that dental instruments, family planning sets, d1aect-
ing lets for students and instruments for general surgery particularly artery 
forceps, other forceps and scissors of various kinds were likely to fbut 
acceptance. The few orders received confirmed that view but IDPL 
felt that more knowledge of the markets was needed to give an idea of 
the requiremenl" for five years. The first task of IDPL was to intro-
duce its instruments against stiff Pakistani, Russian and Chinese competi-
tion. 

9.33. The CommiUee DOte that IDPL lias audertakea a tdeadIc 
-'et reaearda for .t. procIadB aad 1m also set ap a separate ......... 1IINfda...... ne Committee bope dud ... the IbIdIdcaI tools ad .... 
...... deYiIed for C."OIIectIaK pertiDeaI data ad ~ Ch ......... 
ftIIahles for forecutIDR die Iatare tre .... are .... 8dopted ., .... all 
II order to MIld die ........- Ia ad, ... at eorred decisIo •• 

9.34. Regarding distribution channels the CoIlllDiltee would lib tit 
draw attention to the recommendations made by them In their 22ad 
Report OIl IDPL: 

"While welcoming the decision to seD (the products of RishitesIt 
and Hyderabad projects) in bulk to buyers directly, the C0m-
mittee \IUOuld recommend that the IDPL should appoint Its 
own agents instead of sclling through the existing whole-
sellen only· 

"All Government Hospitals should obtain the~~ purchases of dnap 
and medicines directly from Government owned factorieI 
instead of through priftte selling agents. This would keep 
the prices down at which the hospitals, would receive their 
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supplies and also prevent adulteration of medicines at an 
intermediate level." 

In reply IDPL, however, stated that tbe above suggestions of the Com-
mittee were found to be unworkable for the following reasons: 

(a) The prominent dealers, who have been approached formally, 
are not prepared to take partial franchise. 

(b) The policy has yielded miserable results, in actual practice, 
for surgical instruments. 

(c) The alternative is tbat the company sells its own products 
through its own departmental stores. The working· capital 
requirements will be very large and the results will not, on the 
appreciation of management, be encouraging. 

9.35. In view of the difficulties encountered by IDPL in appolDting 
their own exclusive agents, the CommiUee would not like to press this 
suggestion. They feel that the proposal to seU the products through 
IDPL's own deparfmental stores would only add to the overaD ~etI 
without producing corresponding results. The ·only solution appean to be 
'0 offer better terms to the existing agents '0 eDcourage them to seD ... 
products of IDPL on a prioriy basis. 

287L.S. 
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MISCELLANEOUS 

A. Pef.o.ael 

.. 

In the projects of I.D.P.L., the staff requirements as estimated in the--
DPRa and as estimated by the projects themselves were as follows :-

Plant 

Antibiotics 
Synthetic Drup 
Surgical Instruments 

DPR's figures 

2180 
2200 

986 

Plants' figures 

4050 
5522 
1700 

---------- -------------------------------------
10.2. It was stated that the present level of manpower for technical' 

posts. as on 31-10-1968, at Synthetic Drup Plant and Antibiotics Plant 
based On the manpower requirements recommended by the Industrial-
EDameering studies was as follows :-

Production Blocks 
Other Technical 

Departments 

SOP ABP 

68'2 per cent 71' 6 per cent. 

107'5 per cent 97' 6 per cent •. 

10.3. The level of manpower for technical departments of Surgical 
Instruments Plant, as on 31-10-1968, based on the manpower sanctio:led 
by tho Board was as follows :-

Production Blocb 
Other Technical Departments 

68 per cent. 
92 per cent. 

10.4. It was further stated that Industrial Engineering Studies had not 
beea conducted for non-technical manpower and the following figures 

58 
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indicated the staff in position as on 31-10-1968 :-

Synthetic Drugs Plant 

Antibiotics Plant 

Surgicll Imtruments Plant 

Staff in 
position 

631 

655 

279 
(Posts sanctioned 

by the Board 
33 1) 

10.5. On the question of surplus staff in the 3 plants, IDPL indicated 
the position as under:-

SIP SDP ABP 
Madras Hyderabad Rishikesh Total 

Clerical 20 30 35 85 

94 116 266 476 
(Work - (Work-

Skilled 

charged) charged) 
Unskilled 36 30 

(Work-
298 364 

(Work-
charged) charged) 

TOTAL 150 176 599 925 
-_ .. _._ ... _-

10.6. During evidence, the Chairman, IDPL, stated that it was not. 
possible to strictly regulate the staff according to percentage of production. 
He added: "It is never done anywhere. Even when the plant starts, it 
starts with the full complement of staff and the production is regulated. 
according to the staff employed and not the other way round". 

10.7. On the question of surplus staff, the Chairman, IDPL, informld 
the Committee that the Bureau of Public Enterprises had been asked to· 
help in fixing them up some where else. That was the decision arrived; 
at by Government. 

10.8. The Committee also noted that about 20 officers, \loth technical: 
and non-technical, had joined IDPL from 1-1-1967 who were previously' 
working in other public undertakings. Out of these 20 persons, 6 were· 
drawing '8 salary in the range of Rs. 550-980 and the remaining 14 officers. 
were drawing a salary in 1ibe range of Rs. 1,020-2,100. 



60 

10.9. The Chairman, IDPL, informed the Committee that with the 
salary offered in JOPL, it was difficult to get really good and c~pable 
men. He was also of the opinion that bonus for managers would be a very 
healthy practicc for the responsibility they carried. Though the personnel 
of IDPL were good and in some cases more experienced than the Russians, 
tbe Russian experts had to be retained to fulfil contractual obligations. 

10.10. The CoIIIIIIIUee SORlest that tile sarp)'" &taft in tile 3 piaats 
shouJcl be provided alternative jobs in other nndcrtaldags so tbat the bonIen 
of expeadlture OD account of their salaries and aBoWllllCeS .. does BOt 
aid to die Iaeny de8dt of IDPL. It may be true dIat the staff requirements 
aJIIIOt be strictly repIat.ecI accorcliag to perceatage of production in the 
....... , but it h to be ensured that the strengtll of the staft in the plants is 
jMIftecI by tla. worldna results. No COIIIIIII!I"Ct orpnisatioa call .. ord 
to employ people for any lengtb of time without a proper return on the 
amount spent on them In the shape of salaries etc. 'I1Ie std requirements 
tIIould therriore be carefully assessed and reduction brought about wherever 
feasible. 

B. Reselftb and Development 

10.11. It was statcd that in order to keep abreast of technological 
-developments in the Antibiotics and Synthetic Drugs Projects, LO.P.!.... 
had constituted a Scientific Advisery Committee. Directors of Central 
Drugs Research Institute. National Chemical Laboratory and Regional 
R.e8earch Laboratory, Hyderabad; the. Drugs Controller and Dr. P. C. 
Dhaud.. werc members of that Committee. The Scientific Advi~ory 

Committee had appointed two Liaison Committees with the Central Drugs 
Research Institute and Regional Research Laboratory to consider matters 
of common interest for cooperation and to exchange information. 

10.12. IDPL further stated that the Controllers of Research held 
meetings and discussions with centres of research in India and were in 
correspondence with such outside authorities as were known to them or 
to others in the Company. A senior officer of the Company also carried 
On detailed study of putents in order to see if -any leads could be ric ked lip 
for research and also to protect its interests on old drugs and in resp~ct of 
.projected introductions. 

t 0.13. According to IOPL, in the Surgical Instruments Plant. 
technological development embraced (a) Material specifications and '3S a 

·corollary processin!! tcchniques and (b) process technology. As for the 
former, development generally was towards substitution of stainless steel 
for carbon steel wherever possible. IOPL was closely associated with 

!the Indian Standards Institution to keep abreast of such changes. The 
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major field in which it was currently engaged was in the production of 
instruments of disposable nature which would require working. is close 
collaboration with the plastics industry. Also, the possibility of substituting 
high strength aluminium alloys, was being explored to substitute very thin 
foils of stainless steels normally required, as rolling facilities for such strips. 
of stainless steels were not readily available. All these studies were being 
conducted by the development department in close liaisor .... ith some of 
the technical institutes. 

10.14. The second field of development related to electrical, electronic 
and optical devices and for that purpose it was proposed to get in touch 
with the Electronic Corporation of India in due course as schemes matured. 

IDPL was also exploring the possibility of making electro-medical 
diagnostic equipment through the utilisation of indigenous know-how in the 
country. 

10.1S. In reply to a question whether the existing plant and machinery 
at Antibiotics Plant Rishikesh was capable of accommodating production 
of new antibiotics, IDPL informed the Committee that the fermentation 
facilities would be common for production of all antibiotics. Change or 
addition of machinery for the recovery and purification facilities would 
depend on the type of antibiotic to be produced. 

10.16. Regarding the Synthetic Drugs Plant it was stated that the major 
equipments were meant to carry out unit processes and operations. Subject 
to capacity limitations, these could be used for any new drug. However,. 
it was stated that all this was subject to balancing equipment changes in 
layout and purchase of new technology or its evaluation bv the research 
organisations of IDPL. . 

10.17. The Committee are of the view that tecbnological research shoulel 
be properly organised for improving the processes so as to reduce the cost 
of production of various antibiotics/drugs. The main problem, it appearsp 

is the high cost of production of the prodllcts of IDPL alld unless 
some effedive measures are taken to reduce the costs, it will be Mcult 
to compete with other manufacturers in the field. Special attentioD sbould:r 
therefore, be paid to develop processes and introduce changes which wDi 
enable the plants to ntilise indigenous raw materials to the maximum level 
and bring down expenditure on importing raw materials aad thus reduee 
the production costs. 

10.18. On the question of technology in the Antibiotics Plant, the 
Committee enquired during evidence whether it was possible to introduce 
the Pimpri strain in the Rishikesh Plant. The Chairman, IDPL replied 
that it W:IS posSiote Wt along with that tbeT~ would have to be a change 
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in the technology. Moreover, tbe qUe6tlon of patent was also involved 
because it was permissible to produce peDicilliD under that process in the 
Pimpri factory only. When it was suggested that the merger of Rishikcsh 
'Jant with the Hindustan Antibiotics Ltd., Pimpri, would enable to improve 
production, as well as meet the requirements of patent, the witness agreed 
and said that the antibiotics and synthetic drugs units of IDPL and the 
Hindustan Antibiotics Ltd., Pimpri should be under only one organisation 
because they were much interconnected. 

10.19. The Secretary of the Ministry of Petroleum and Chemicals, 
however, stated during evidence that Govemmeut had considered the 
question of merging the Antibiotics Plant of IDPL with Hindustan 
Antibiotics Ltd. on a recommeDdation of the Committee on Public 
Undertakings but felt that it would not be a wise step. The Hindustan 
Antibiotics Ltd. had developed with a certain history and technology 
wbich might be harmed by a merger with projects which were of a 
-doubtful character' from the point of view of their viability. He added 
that Government felt that from the point of view of morale and other 
considerations, it would be desirable to retain its separate identity. 

10.20. To a suggestion that the technology of HAL, Pimpri, might 
be advantageously applietl to the Rishikesh Plant, the Secretary of the 
Ministry agreed that Pimpri Plant had developed a high level of excellence 
.nd technology in its operations and observed that the use of that in the 
Rishikesh Plant was not ruled out. He added that with a view to 
facilitating an exchange of views and technology, a Coordination Committee 
had also been set up with IDPL Chairman as its Chairman. He further 
stated that if the Pimpri process was utiliSed in the Rishikesh Plant, it 
would entail payment of royalty. It would, therefore, be preferable to 
improve the Rishikesh Plant on the basis of its own technology. 

10.21. In a subsequent note submitted by IDPL, it was stated that 
"on the balance, it would appear that present is not the proper time for 
the two being combined". However, coordination for improvement was 
necessary particularly for exchange of experience and the techniques 
already in existence. 

10.22. ConsWeriaa all aspects of the question, tile Committee do DOt 
willi to pwnue at ..... stille die qDe$doa 01 meraer of the AntI'biotics Plant 
01 mPL wICb the IIIndastaa AntibIotiCs Umited, Pimprf. They are, 
IIowever, ROt happy to leara tItat the Coordiuation ColIUIIiatee, set up by 
GoTerantent hat 1101 heeD Iaadonia& propedy 50 far. They would. 
theref~ rec...- ... the Coordiution Coaunittee sIIoaId be .activised 
........ repIIrIy in orcIer to IIdtieTe ~;e COOfdiuIion between die 
two U1IdertaIdap ........., ia tile IeIds oIl'eseIldI aDd deftlopJaeJd. 
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C. Finaadal Position 
10.23. The following table summarises the financial position of IDPL 

~under broad headings as on the 31st March, 1968:-

(Rs. in lakhs) 

Liabilities 

.JiSllts 

(a) Paid up capital 

(b) Borrowings from Government of India 

(c) Trade dues and other liabilities (including provi-
sions) 

TOTAL 

(a) Gross block • 48,23' 68 
Less depreciation 1,40 ' 40 

(b) Net fixed assets 46,83 '28 

(c) Expenditure during construction period pending 
allocation 205' 10 

Cd) Current assets, loans and advances (including In-
vestments) 906' 58 

(e) Miscelleneous expenditure 62' 34 

Cf) Loss 323' 40 

TOTAL 61,80'70 

10.24. The Committee are distressed to note that the projects of IDPL 
Jaave so far sutfered a huge loss exc:eediDg Rs. 3%3 lakbs. Various factors 
:that have contributed to these losses have been discussed by the Com-
mittee in the earlier chapters of this Report. The Committee do not see 
1IIIy hopeful trends in the near f:utnre nnless Government takes immediate 
_ps to solve the various problems of the undertakings. 

~EW DELHI; 
Apn1 22, 1969. 
Vaisakha 2, 1891 (S). 

G. S. DHILLON, 
Chairman, 

Committee on PubUc Undertakings. 



APPENDIX I 
(Vide rua 4.z. of tte Reron) 

Antibiotics Plant 

Product Commissioning dates 

Scheduled Actual 

(a) Potassium benzyl penicillin G 

~b) Sodium benzyl penicillin G 
,c) Procaine benzyl peoicl1Iin G 
d) Streptomycin sulphate 

April-May, 1967 May, 1967(Fcr.) 
June, 67(R&P) 

January, 1968 May, 1968 
February, 1968 May, 1968 

• July-Aug. 1967 Oct., 1967<Fer.) 

ee) TetracyCline Hydrochloride 
(f) Sterile Finishing Block 

• March, 1968 
• Sept. 1967 

(Erection). 

SyntM tic Drug Plant 

Dec.,I967(R&:P) 
March, 68(Driers) 
May, 1968(Fcr.) 
DeC.,1967 
(Erection). 

PiOduct COmmissioning dates 

Scheduled 

~
} Phenacetin • • 
I) Sulphanilamide. . 

c) Sulphaguanidine • 
d) Sulphadimidine. • 
e) Sodium sulphacetamide 

• Dec., 1966 
May., 1967 

• May, 1967 
• Nov., 1967 
• Oct., 1967 

Block No.2 

(a) Vttamin BI • • . 
(b) Acetonitrile (1St intermediate) 

• Sept., 1967 

Block No. 3 
I. Vitamin B2 • Oct., 1967 
2. Bromoxylene 

Block NO.4 
(a> Diethyl carfwnezine Otratc Nov., 1967 
(b) Diethyl Carbamyl cbloride (1st Oct., 1967 

intermediate) lC) Amldopyrine • • • • Sept., 1967 
d) Piperazine hexahydrate and adipate Dec., 1967 
e) Arialgin . .. • • • Sept., 1967 o Nicotinamide . . - . . Nov., 1967 

Actual 

Dec., 1966 
May,I967 
August, 1967 
Feb., 1968 
Nov., 1967" 

May, 1968: 
July, 1967 

May, 1968' 
Sept., 196i 

June, 1968" 
May, 1968 

Dec., 1967 
• Mar~ 1968. 

Dec., 1961 
April, 1968 



product 

Block NO.5 
(a) Phenobarbitone 
{bS Absolute ethyl acetate 
(c) Acetoacetic ester 
(d) Acetyl acetone 
(e) Acetopropyl alcohol 

Block No.6 
(a) Sodium disulphite 

Block No. 7 (A &> B) 
(a) Benzoyl Chloride 
(b) Trichroro acetone 

BiotA No.8 
(a) P.A. Sulphamide 
(b) Hydrazine Hydrate 
(c) Diethylamine 

65 

Commissioning dates 

Scheduled 

• Sept., 1967 

~: 
Do. 
Do. 

• Sept., 1967 

Oct., 1967 
• Dec., 1967 

. Match, 1967 
• AprU, 19&7 
• Oct. 1967 

Actual 

March 1968 
Nov., 1967-
Dec., 1967'" 
Jan, 1968 

Dec., 1967' 

May, 1968 
April, 1968 , 

April, 1967 ' 
Sept., 1967· 

May, 1968 



APPENDIXD 
(aM para 7'7 of the Report) 

PrIl4uail;m in SynthetU DTugr PIQ1ll 

1967-68 

;'SL 
.No. 

Product/Intermediate A. Plan B. Actual C. Reasons for 
(BudJCUCd) variations 

I 

I PbeDIcetin(Pbarm) 

~ S~pbanlluofde 
ilIII (PbIrm) 
3 Sul"phquanJdine 

(pbarm) 

. 4 Sulpbadimidine 
(pharm) 

;\:;. 5 Sulphacetamlde 
. lSodium (pharm) 

·6 Vitamin B [ (pharm). 

3 s 

I. Trial of new techno-
logy developed by the 
Indian Scientists to 
bring the product to 
I. P., 66 standards 
which is more strict 
than the USSR Phar-
Dl8COpeia and intr0-
ducing necessary chan-
ces in the plant. 

a. Proce&l difficulties 
It reduction and cryatll-
JlilatJon stqes. 

3- Equipment difficul-
ties with regard to 
pressure filters, cen-
trifuges and crysta-
llisen. 

so,ooo 43,729' so Plant commissioned 3 
months later than 

66 

budget provision . 

I. Plant commissioned 3 
months liter than 
budget provision. 

2. Only trial production 
carried out. 

I. Delay in commission-
ing by one month. 

2. Process troubles to get 
the pharmacopeia! 
grade product. Pro-
duction kept low de-
liberately. Qnty. pro-
duced for Tech. grade 
is 1,281 Kgs. 

It is a multi-stage pro-
cess. The intermedi-
ate Acetonitrile was 
produced in July '67. 
l)ue to shortage of 
Bromine in country 
caused by the shutdown 
of manufacturer'S 
plant, an emergency 
import had to be arran-
ged. 

Remarks 

6 



I 

7 Vitamin Bz (Pharm.) 

S An.aIgin (Pharm.) 

INTBRMEDIATES 
9 Absolute ethyl-acetate 

10 Aceto acetic ester 

II Acetyl acetone 

12 Diethylamine 

67 

3 4 5 

500 It is a multi-stage pro-
cess. Delay in commi-
ssioning due to late 
receipt of equipment 
from USSR and failure 
of supply and installa-
tion of airconditioniq 
and ventilation equipment 
by Indian suppliel'l. 
Due to Jack of Bromine 
in the country which 
was imported in May 
'68. First intermedi-
ate Bromo-oxylene was 
commissioned in 
September '67. 

9,000 a31· 80 (I) The commissioning of 
the plant was delayed 
by 3 months • 

10,000 

. (Z) There are consideza-
ble (Ii fficulties i n pro-
cess and some equip-
ment. One by one they 
are being investipted 
and solved. 

Commissioning delayed 
by z months due to 
delay in erection and 
number of modiftca-
tions suggested b)' 
Soviet Experts. Pro-
duction curtailed to 
meet the needs for 
other products. 

Production deliberately 
kept low to train the 
production staff because 
the operatioIlll are ex-
tremely hazardous. 

Commissioning delayed 
by 4 months. Vital 
equipment received 
late due to lab041l 
trouble & disturbances 
at the suppliers end. 
Number of modifica-
tions carried out as 
suggested by Soviet 
Experts. 

Delay in commissioning 
i Plant was commissioned 

in May '68 

13 flydrazine Hydrate ~ZO,5CY.1 6967·70 I. Delay in commission-
; .... :oing of Plant by 5 months. (apressed as 100%) 

2. Initial process ~nd 
equipment difticulties. 

6 
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(A) YIaIlinI 

Year 

1969-70 

APPBNDIXIV 

(Vide para 6'37 of the ~) 

Utlilation of jinishi", e4p4cUy tin proj,eted prodwt;on 

I, ANTffiIOTICS PLANT 

Opeating Anticipated TOJUlllJe Utilisation Ealanc:c ca-
capacity production Wtdy (vials) pacity avail-

(vials) (Tonnea) to be able (vials' 
vialled ' 

120 Million 

120 .. 

120 .. 

71 

95 

133 

51 

68 

80 

75 mi1l:on. 45 million 

90 .. 30 II 

105 .. .. 
NOD: The rate ofviaUing will be increased 8teadily o\'er t wo ye8IS film 501% to· 

100 % capacity of the machine. &Jancc capacity available could be utilised .. 
f~ Imported material. if available, 

120 Million 19'2 19,2 65'28 Million 84'72 Million.-

120 •• 25'0 25.0 85'00 .. .f 

120 •• .. 
C. ToIM'Mg 

76 Million 

1970-71 .. 
76 .. 3'00 3'00 20'40 Million 55'60 Million. 

II. SYNTHETIC DRUGS PLANT 
(Baaed on the assumpdon that the _venae weicht of ... blet is 300 mg,) 

70 



71 
The following table gives the utilisation of the tabletting C&l=acity cn tl:e am D'P;Cll. ()r 

di1ferent tonnages to be tabletted:-

Tonnage to be TablcttiDg capacity Spare capacity 
processed . uti1ised(%) (percentage) 

400 26 74 
SOO 33 67 
600 40 60 

700 47 S3 
800 S4 46 

Even after converting the full plant production of 800 tonnes cf r~w materials illto 
formulations. there will be about fifty per cent excelS capacity for tablett"!" g. 1l-e C5rfcity 
for other operations such as mixing, granulation and drying isatill higher than the tablet-
ling capacity. 
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