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INTRODUCTION

I, the Chairman, Estimates Committee, having been authorised
by the Committee to submit the Report on their behelf, present this
Eighty-fifth Report on the Ministry of Industrial Development, In-
ternal Trade and Company Affairs—Recognition of additional capa-
city in the barrel industry in spite of its being in the banned list;
which was referred. to the Committee by the Speaker, Lok Sabha,
under Rule 310 of the Rules of Procedure & Conduct of Business in

Lok Sabha.

2, The Sub-Committee took evidence of the representatives of
the Ministries of Industrial Development and Company Affairs (now
‘Industrial Development, Internal Trade and Company Affairs),
Petroleum & Chemicals and Defence and the Directorate General
of Technical Development on the 26th and 27th September, 1968.
The Committee wish to express their thanks to the officers of these
Ministries end the Directorate General of Technical Development
for placing before them the materia] and information which they
wanted in connection with the examination of this subjeet and for
giving evidence before the Committee.

3. The Committee wish to express their thanks to Shri Madhu
Limaye, M.P., Shri Samar Guha, M.P., Shri George Fernandes, M.P.
and Shri S. M. Banerjee, M.P. for submitting their Memorenda and
making valuable suggestions to the Committee.

4. The Committee also wish to express their thanks to the follow-
ing barrel fabricators and the Oil Companies who furnished
memoranda on the subject and for making valuable suggestions to

the Committee:—

Barrel Fabricators ‘ |

1. M/s. Bharat Barrel and Drum Manufacturing Company
(Pvt.) Ltd., Bombay-Calcutta.

2. M/s. Standard Drum and Barrel Manufacturing Company
(Pvt.) Ltd., Bombay.

3. M/s. Hind Galvanising and Engineerlng Company (Pvt.)
Ltd., Calcutta, !

4. M/s. Steel Containers Ltd.,, Bombay.



(viii)

5. M/s. Industrial Containers Ltd., Calcutta.

6. M/s. Assam Oil Company Ltd., Digboi.

7. M/s. Hind Containers (Pvt.) Ltd., Visakhapatnam.,
Consumer Oil Companies

1, Indian Oil Corporation Ltd.

2. ESSO Standard Eastern Inc.

3. Burmah Shell Oil Storage and Distributory Co.

4. Caltex India Ltd.

5. The Report was considered and adopted by the Sub-Committee
at tHeir sitting held on the 11th April, 1969 and finally approved by
the whole Committee at their sitting held on the 16th April, 1969. .

New DELHI; P. VENKATASUBBAIAH,
April 24, 1969. Chairman,
Vaisakha 4, 1891 (Saka). Estimates Committee




CHAPTER 1
INTRODUCTORY

A. Reference of the Subject to Estimates Committee

1.1. The question of recognition of additional capacity for the
production of oil barrels and drums by Government, in spite of the-
Drums, Barrels & Containers Industry figuring in the banned (rejec-
tion) list of industries since 1960, had been attracting the attention
of Members of Parliament for sometime and a large number of
questions were put and answered in Lok Sabha during the last two.
years.

1.2. On the 29th February, 1968, Shri Madhu Limaye, M.P.
addressed a letter (Appendix-I) to the Speaker drawing his attention
to the following facts:—

“In spite of the ban imposed by the Government additional
capacity was being sanctioned on the bogus ground that
the Defence Department wanted this capacity to be
expanded. There is no evidence on record to show that
the Defence Ministry had made any such request. It is
a fact that Standard Drum and Barrel Manufacturing
Company (P) Ltd., Bombay, Hind Galvanising and Engi-
neering Company (P) Ltd., Calcutta and also Bharat
Barrel and Drum Manufacturing Company (P) Ltd,
Bombay were granted additional capacity as a result of
pressure from top ranking bureaucrats.

In spite of the matter being raised in the House several times,
I understand that new capacity has been created in this
industry at Visakhapatnam. This uhit belongs to Hind
Galvanising and Engineering Company (P) Ltd., Calcutta.
I would, therefore, like you to refer this matter either
to the Estimates Committee or the Public Accounts Com-
mittee after these Committees have been elected for the
coming financial year.”

1.3. With a view to ascertain the factual position in this regard,
the Ministry of Industrial Development & Company Affairs (now
called the Ministry of Industrial Development, Internal Trade &
Company Affairs) were requested to furnish a detailed note for the:
consideration of the Speaker.
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14. The Ministry of Industrial Development, Internal Trade and
Company Affairs (Department of Industrial Development) furnish-
ed a note (Appendix-II). In their forwarding D.O. letter No. 1/(19)
/68-LEI(B), dated nil, (received in Lok Sabha Secretariat on 2nd
April, 1968), the Joint Secretary, Ministry of Industrial Deve'op-
ment, Internal Trade and Company Affairs stated as follows:—

“I am enclosing a note which explains the background in which
capacities of barrel manufacturers have been assessed and
recognised. As indicated in the last para of the note, one
of the barrel manufacturers has moved the High Court of
Delhi for redregsal of their alleged grievance against the
decisions of the Government of India. You will appre-
ciate that the matter being under consideration of the
High Court, it may not be appropriate to take it up for
discussion or examination now in the Estimates Com-
mittee/Public Accounts Committee.

2. As regards the specific query of Shri Madhu Limaye, you
will notice that the attached note shows that there was
a specific request from the Petroleum and Chemicals Min-
istry for reassessment of capacity. A copy of their memo
on the subject has been enclosed (Appendix-II) while
there was no such request from the Ministry of Defence,
the figures quoted in the attached note show that the off
take of Defence from the Oil industry in terms of barrels
was increasing. You will see, therefore, that there was
no mis-statement in any reply given in Parliament.***”

1.5. The matter was considered by the Speaker who referred it
for examination to the Estimates Committee under Rule 310 of the
Rules of Procedure and Conduct of Business in Lok Sabha.

B. Procedure followed by the Estimates Committee/Sub-Committee

1.6. The Estimates Committee referred this matter for detailed
-examination to the Sub-Committee which had already been appoint-
ed to go into the subject of ‘Import of Wool, Nylon, etc’ The com-
position of the Sub-Committee is given at the beginning of the

Report.

1.7. On the 25th May, 1968, Shri Madhu Limaye, M.P. was request-
-ed to furnish, for the information and we of the Sub-Committee,
.a memorandum containing any inforr.ation that he might have on
this subject, together with his views regarding the lacunae, defects/
drregularities in the licensing of additional capacity for the produc-
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tion of Oil barrels and drums, as also any relevant material which
he might like to place before the Sub-Committee.

1.8. At the same time the following barrel fabricators and the
‘Consumer Oil Companies were also requested to furnish Memoranda
giving their views in regard to any lacunae, defects/irregularities
in the reassessment of capacities of the oil barrel fabricators, inspec-
tion carried out by the technical officers of the Directorate General,
Technical Development and licensing of additional capacity for the
production of oil- barrels and drums, together with any suggestion
for improvement in the procedure in this regard:—

1. Barrel Fabricators

1. M/s. Bharat Barrel and Drum Manufacturing Company
(Pvt.) Ltd., Bombay/Calcutta. (BBDM).

2. M/s. Standard Drum and Barrel Manufacturing Company
Bombay. (SDBM).

3. M/s. Hind Galvanising and Engineering Company (Pvt.)
Ltd., Calcutta. (HGEC).

M/s. Steel Containers Ltd., Bombay.

M/s. Industrial Containers Ltd.. Calcutta.

M/s. Assam Oil Company Ltd., Digboi.

M/s. Hind Containers (Pvt.) Ltd., Visakhapatnam.,

R S

II. Consumer QOil Companies

1. Indian Oil Corporation Ltd.
ESSO Standard Eastern Inc.
Burmah Shell Oil Storage and Distributory Co.

W

Caltex India Ltd.

1.9. During July-August, 1968, the Ministry of Industrial Develop-
ment, Internal Trade and Company Affairs were requtsted to furnish
written information on a number of points on this subject formulated
on the basis of material received from the Barrel fabricators and
<«onsumer oil companies etc.

" 1.10. All the barrel fabricators and consumer oil companies fur-
nished tneir views on the subject.
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1.11. Besides Shri Madhu Limmye, three Members of Lok Sabha,
namely, Shri Samar Guha, Shri George Fernandes and Shri S. M.
Banerjee, submitted memoranda on this subject.

112. The Ministry of Industrial Developmen(, Internal  'Trade
and Company Affairs furnished written information on the various
points desired by the Sub-Committee.

1.13. All these documents were circulated to the Members of the
Sub-Committee for their information.

1.14. Thereafter the Sub-Committee held four sittings on the
26th and 27th September, 1968, to take oral evidence of the repre-
sentatives of the Ministry of Industrial Development, Internal Trade
and Company Affairs, Ministry of Petroleum and Chemicals and the
Directorate-General of Technical Development. After the evidence
was over, a list of questions arising out of the evidence tendered
by the representatives of the aforementioned Ministries before the
Sab-Committee, was forwarded to the Ministry of Industrial Deve-
lopment, Internal Trade and Company Affairs for furnishing written
replies. That Ministry furnished written replies in several batches—
during the period from the 17th December, 1968 to 26th February,
1969.

1.15. It will be observed that the following specific allegations
were made by Shri Madhu Limaye, M.P. in his letter dated the 29th
February, 1968 to the Speaker:

(i) that even after the inclusion of the Drum and Barrel indus-
try in the banned list in 1960, additional capacity in this
industry has been sanctioned by Government in violation
of the provisions of the Industries (Development and Re-
gulation) Act, 1951;

(ii) that the reported contention that the additional capacity
was created at the instance of the Ministry of Defence
is without any basis;

(iii) that the three barrel fabricators, namely, M/s. Standard
Drum and Barrel Manufacturing Co. Pvt. Ltd., Bombay,
M/s. Hind Galvanising and Engineering Co., Calcutta and
M/s. Bharat Barrel and Drum Manufacturing Co. Pvt.
Ltd., Bombay were granted additional capacity as a result
of official pressure; and
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(iv) that further additional capacity in this industry has beep
created by the setting up of a new unit at Visakhapatnam
owned by M/s. Hind Galvanising and Engineering Co.,
Calcutta.

1.16. During examination of the subject, several other matters
apart from the allegations referred to in the foregoing paragraphs,
came to the notice of the Sub-Committee. These would appear to
be relevant and germane to the allegations made by Shri Madhu
Limaye, M.P. The Committee have accordingly dealt with these
points also in the succeeding chapters. ’



CHAPTER 11

DRUM AND BARREL INDUSTRY

A. Application of the Industries (Development and Regulation) Aect,
1951 to the Industry.

2.1. Drums are required for packing bitumen whereas barrels are
required mainly for packaging lubricating oils and to a smaller
extent other bulk petroleum products, particularly Aviation Fuels,.
High Speed Diesel Oil, Kerosene and Light Diesel Oil. For drums,
the oil companies are the exclusive customers whereas for barrels a
substantial bulk of the fabricating capacity is utilised by the oil
companies. 24 Gauge Steel sheets largely and 21 Gauge to a small
extent are used for the manufacture of bitumen drums and 18 Gauge:
Steel Sheets for 40/45 gallon lubricating oil barrels.

2.2. It has been stated by Government that the drum and barrel
industry came under the purview of the Industries (Development
and Regulation) Act, 1951 with effect from the 1st October, 1953.

2.3. Under the provisions contained in Section 10 of this Act, a
system of registration of the then existing industrial undertakings is
provided in respect of scheduled industries i.e. industries included
in the first Schedule to the Industries (Development & Regulation)
Act, 1951, Section 11 of the said Act further provides that barring
the Central Government, no person can establish any new industrial
undertaking except in accordance with the licence or permission
granted thereunder. Manufacture of new articles by existing under--
takings is also prohibited except under licence or permission (Sec-
tion 11A) and substantial expansion or any change in the location
of the whole or any part thereof of industrial undertakings which
have been registered or in respect of which licence or permission
has been issued is also prohibited except under licence or permission
of the Central Government—(Section 13) of the Act.

2.4. Under Section 18G of the said Act, the Central Government
is empowered to regulate supply and distribution of any articles
relatable to industry to which the said Act applies. Under Rule 21
of the Registration and Licencing of Industrial Undertakings Rules
1952 framed under the said Act, it is provided that the owner of an
industrial undertaking in respect of which licence or permission

6
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has been granted shall be eligible to the allotment of controlled
commodities required by him for the construction or operation or
for both construction and operation of his undertaking on such pre-
ferential basis as the Central Government may determine from time
to time,

2.5. Section 24 of the Act prescribes the penalties for contraven-
tion or attempts to contravene or abet the contravention of the
provisions of the various sections and sub-section of the Act. Sec-
tion 24(A) provides for penalty for making false statements in rela-
tion to the Act. Extracts of relevant Sections of the Act & Rules:
are given in Appendix-III.

2.6. As already pointed out above, under the provisions of this.
Act, a license has to be obtained for the establishment of new indus-
trial undertakings, as also for expansion of capacity and manufac-
ture of new articles, etc. by existing industrial undertakings, engaged
in the manufacture of any of the scheduled industries, included in
the First Schedule of the Act. A Licensing Committee which has
been set up under the Registration and Licensing of Industrial
Undertakings Rules, 1952, considers all applications for the grant of
licences and submits its recommendations to the Government. The
decision of Government is taken at the level of the Minister of
Industrial Development, Internal Trade and Company Affairs.

2.7. At the time of the application of the Act to the Drum and
Barrel Industry in 1953. the following firms were manufacturing
40/45 gallon capacity steel lube barrels:—

1. M/s. Indian Galvanising Co. (1926) Ltd., 11, Goho Road.
Ghusury, Howrah.

2. M/s. Electric Welding & Manufacturing Co. (I) Ltd.,
Naihati, 24, Parganas, West Bengal.

3. M/s. Standard Drum & Barrel Manufacturing Co., King
Edward Road, Sewri, Bombay.

4. M/s. Bharat Barrel & Drum Manufacturing Co. Ltd., Shri
Sita Ram Mills Compound, Chinchpokli, Bombay.

*6. M/s. Assam Oil Co., Digboi, Assam.
B. Drum and Barrel Industry on the Banned List

2.8. The policy governing industrial licensing was reviewed every
six months till June, 1966 and anually since then and announced in

the form of two lists:—

(i) List of “banned industries” also known as the “rejection
list”, licenses for which are not to be ordinarily granted

*This is consumer fabricator.



and applications may be rejected without reference to the
“Licensing Committee.”

The exceptional features may be various like a special demand,
regional angle, export prospects, improvements in plant
capacity etc. and on these grounds favourable considera-
tion of an application is possible, although the relevant
industry may figure in the banned list.

(ii) The “merit list” which is an illustrative list of industries
for which applications may be entertained, provided that
each case will be decided on merits by reference to the
Licensing Committee.

These lists are prepared in consultation with the Licensing Com-
mittee. '

2.9. The list, known as ‘“rejection list” includes industries in
which, in view of adequate capacity having been set up/licensed, it
is felt that there is normally no scope for creation of additlonil
capacity.

2.10. The Committee have been informed that for the reasons
mentioned above, the Drum, Barrel and Container Industry excepting
those where the manufacturing is for meeting the applicant’s own
requirements, has been placed on the “rejection list” of industries
:since 1960. However, the whole industry was placed on the rejec-
tion list during April 1967—March, 1968. The licensing policy for
a perlod of one year affective from 1.4.1968 is also “rejection”, al-
though consumers’ applications for own requirements of drums and
‘barrels may be considered on merits. The Committee have been
‘informed that at no time since 1960 the industry has been removed
from the Lanned list.

2.11. The list of barrel fabricators together with their licensed
-capacity in 1960, when this industry was placed on the banned list,
is given below:—

Licensed
Name of Firm Capacity
1 2_
tonnes
1. M/s. Bharat Barrel & Drum Mfg. Co., Bombay . 18"300*
2. M/s. Standard Drum & Barrel Mfg. Co., Bombay .- . 3,700

*38 barrels of 40/45 gallon capacity are made cut of & tonne of
18 gauge steel sheets.



I 2

3. M/s. Steel Containers Ltd., Bombay . . . 5,860

4. M/s. Industrial Containers Ltd., Calcutta 6,000

5. M/s. Assam Oil Co., Digboi ) 3,080
36,940

C. Assessment of Capacity in 1963-64

2.12. The Committee enquired where the capacity of the Drum
and Barrel Industry was increased after placing this industry on
the “banned list” in 1960. It has been stated in reply that “M/s.
Bharat Barrel and Drum Manufacturing Company and M/s. Standard
Drum & Barrel Manufacturing Company, among the barrel fabri-
cators, had been representing to the Government during 1963 that
capacities installed by them were very much higher than the
originally assessed capacities and therefore had been seeking re-
assessment. M/s. Hind Galvanising & Engineering Company, Cal-
cutta also claimed in 1862 that they were capable of manufacturing
oil barrels of 40/45 gallon capacity and were requesting approval
of the Government for the purpose. Further, the Ministry of
Petroleum & Chemicals informed us in June 1964 (copy of letter
enclosed at Appendix II) that they had assessed the requirements
of the petroleum industry for the year 1964 as needing 4,000 tonnes
per month of 18 Gauge drum sheets and that if the requirements
of the other consumers were also to be taken into account, then
the total supply needed was 4,700 tonnes of drum sheets a month
or an annual fabricating capacity of 56,400 tonnes. The total
assessed capacity at that time of the oil barrel industry was about
3,000 tonnes per month and, therefore, the supply rate of 4,700 tonnes
required by the Petroleum Industry and other consumers could not
be effected unless the existing capacities were revised upward or
new capacities created. In the circumstances, the Ministry of Petro-
leum & Chemicals requested that steps should be taken expeditiously
to finalise the revision of fabricating capacities of the commercial
fabricators so that proper supply rate of barrels was ensured by
giving them adequate supplies of drum sheets of special gauge
which was regulated according to their capacity. In this context,
it was decided to review the oil barrel capacity installed in thre
country as there were only six units in the line with a view to
examining the increased capacities of the various units vis-g-vis the
larger requirements of oil barrels....... On the basis inspection

410 (aii) LS—2.
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carried out by the Technical Officers of the Directorate General of
Technical Development during 1863-64, the assessed capacities of
all the oil barrel fabricators were considered at an Inter-Ministerial
Meeting held on the 19th June, 1964 (Copy of the note for a meeting
and minutes of meeting are given at Appendix 1IV). The matter was
futher examined in the Ministry on the recommendations made at
the meeting with particular reference to the cases of M/s. Standard
Drum & Barrel Manufacturing Co., Bombay and M/s. Hind Galvani-
sing and Engineering Company, Calcutta, Ultimately these capa-
cities have been accepted by the Government as a result of which
the increased potentiality of the existing units for meetings the
growing requirements was appreciated and approved in preference
to creating new units in his line of manufacture.” It has been fur-
ther stated that these capacities, assessed by the D.G.T.D. on single
shift basis, were accepted for the purpose of raw material allocation.

~'2.13. The particulars of capacities which were assessed in 1963-64
together with dates of inspection by officers of the D.G.T.D. are
given below:

Assessed capacity (1963

Name of the Firm Licensed 64) together with
Capacity dates of inspection
by D.G.T.D.
tons tonnes
1. M/s. Bharat Barrel & Drum Ma-
- nufacturing Co., Bombay . 13,800 22,000 §/6-2-46

2. M/s. Bharat Barrel & Drum
Manufacturing Co., Calcunta. 5,200 11/12-2-63
(a sister concern of 1 above)

3, M/s. Standard Drum & Barrel .
Manufacturing Co., Bombay . 3,700 (6,100) (Nov. 61} .
14,538 13-8-64

4. M/s. Hind Galvanising & En-

gineering Co. Ltd., Calcutta . . 6,000 Ngt inspect-
ed.
5. M/s. Steel Containers Ltd.,
Bombay . . . . 5,860 8,300 17-12-63
6. M/s. Industrial Containers
Ltd., Calcutta . . 6,000 7,900 7-12-63
7. M/S. Assam Qil Co., Assam 3,080 3,840

36,940 67,778
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D. Assessment of capacity in 1965

2.14. It has further been stated that due to the representations
received, particularly from M/s. Bharat Barrel and Drum Manu-
facturing Co. Ltd., against the assessment of 1963-64 another assess-
ment was undertaken during 1965. The capacities of the various
fabricators indicated in the report of the D.G.T.D. in 1965 were as
under:—

Re-assessment in 1965
Name of the Firm (tonr.es p.a. on single
shift)
Date of inspection

1. M/s. Bharat Barrel & Drum Manufacturing 24,800 7 Several irre-
Co. (P) Ltd., Bombay. (22/23-7-65) gularities
noticed by
2. Do. Calcutta . "13,200 | thetechni-
(26-7-65) cal officer.
3. M/s. Standard Drum and Barrel Manufactu- 17,900 17,900
ring Co., Bombay. "(22-7-65) (2-9-65 and
4-9-65)
4. M/s. Hind Galvanising and Engineering Co., 8,300 10,260
Ltd., Calcutta. (27-7-65) (24-8-65)
5. M/s. Steel Container Ltd., Bombay . 8,300 9,450
(21-7-65) (4-9-65)
6. M/s. Industrial Containers Ltd., Calcutta 11,000 11,000

(28-7-65)  (23-8-65)

2.15. The Committee enquired why the reassessment of capacities
of the barrel menufacturers in 1965 was done twice i.e. once in
July 1965 and the second time in August-September, 1965 in respect
of some manufacturers. In a written note furnished to the Commit-
tee it has been stated that on the basis of reports made by the
Develoment Officer in the first instance, the Industrial Adviser
undertook a check with a view to seeing if the assessment had been
made properly. It was in these circumstances that figures relating
to two assessments were indicated during July, 1965 and August-
September, 1965. As regards the reasons for the apparent increase
in the capacity of M/s. Hind Galvanising and Engineering Company
and M|s. Steel Containers Limited between the inspection carried
out in July, 1965 and August-September, 1965, it has been stated
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that in the case of M|s. Hind Galvanising and Engineering Company
the Industrial Adviser had taken the view that when the firm had
a spare spot-welding machine, spot-welding could not become a
bottlenecking operation. According to him double seaming would
be a bottlenecking operation and working on that basis the capacity
arrived at by him was 10260 tonnes on single shift as against the
figure of 8,300 tons on single shift reached by the Development
Officer. In the case of Mis. Steel Containers Limited also, on the
basis of the time studies made by the two officers, there was a slight
difference in the timings since there was very heavy rain and re-
gular operations were not available to be put on certain machines
when the Development Officer visited the Plant.

2.16. Table below gives the licensed capacity of the barrel manu-
facturers, at the time of imposition of the ban in 1960, the capacity
assessed in 1963-64 and the capacity reassessed in 1965:

Name of the firm Licensed Assessed Re-assessed
capacity capacity capacity
(1960) (in tonnes) (1965)
(in tonnes)

(1963-64) (in tonnes)

1. M/s. Bharat Barrel & Drum

Manufacturing Co., Bombay . 18,300 22,000 24,800

2. M/s. Bhar at Barrel & Drum
Manufacturing Co., Calcutta 5,200 13,200

3. M/s. Standard Drum & Barel

Manufacturing Co., Bombay . 3,700 14,538 17,900
4. M/s Hind Galvanising & En- _

gineering Co. Ltd., Calcutta 6,000 10,260
5. M/s. Steel Containers Ltd.,

Bombay . . 5,860 8,300 9,450
6. M/s. Industrial Containers Ltd.,

Calcutta . . . . 6,000 7,900 11,000
7. M/s. Assam QOil Co., Assam . 3,080 3,840 3,840

36,940 67,778 90,450
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2.17. It has been stated that the assessment undertaken during
1865 revealed still higher installed capacities and also brought = to
light certain irregularities on the part of M|s. Bharat Barrel and
Drum Manufacturing Co., As their irregularities had to be exami-
ned further and the shortage of steel sheets was a continuing pro-
blem, it was decided that the 1963-64 single shift assessment should
continue for some more time for the purpose of allocation of raw
material and not to accept the 1965 assessment. The matter was
placed before the Licensing Committee at the meeting held on 13th
September, 1966. The Committee endorsed the decision of the Min-
istry in this regard. Copies of the note for meeting of the Licensing
Committee and the minutes of meeting are given at Appendix V.

2.18. The Committee enquired whether the Drum and Barrel
industry was taken out of the banned list when the reassessmeng
of the capacities in 1963-64 was made. In reply it has been stated
that the reassessment of the capacities of the barrel manufacturers
was undertaken in 1963-64 with the intention not to increase the
capacity but to make realistic assessment of the increased capacity
necessary to meet the increasing requirements of barrels and that for
this purpose it was not necessary to take this industry out of the
banned list in 1964. Asked whether the capacity of any other in-
dustry on the banned list has similarly been reassessed, it has been
stated that “the position of the Barrel Industry in this regard has
been unique in the sense that an assessment of the actual installed
capacity was felt necessary with a view to meet the increased re-
quirements of oil barrels intimated by the Ministry of Petroleum
and Chemicals as also for the reasons that some of the fabricators
had been representing to the Government that the then assessed
capacities of their units do not correctly represent the installed
capacities.” It has been further stated that “it may not be possible
to give instances of assessment undertaken in identical circumstan-
ces. There has, however, been revision of capacity based on in-
crease production achieved by some of the units, for instance in
welding electrode industry and steel pipes and tubes industry. There
is also the case of asbestos cement industry which has been re-
assessed during the period when the industry was on the banned
list but it was not done simply to make a realistic assessment of
the capacity. The reassessment of the capacity was required in the
context of sudden increase in the demand of asbestos cement sheets
particularly by Defence, consequent on the Chinese aggression so
much so that at one stage the distribution of these had to be brought
under informal control.”

2.19. On being asked why the capacities in this industry were
assessed and increased without taking it out of the banned list, the
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representative of the Ministry of Industrial Development, Internal
Trade and Company Affairs stated during evidence “that the list
of banned industrieg is not prepared under the Industries (Develop-
m‘ent & Regulation) Act. It was prepared in consultation with the
Licensing Committee constituted under the Act. The list was only
as a guideline to the various administrative Minjstries for disposal
of applications. It is not correct to state that units should not bdbe
allowed to be set up if an industry was on the banned list. No
'b-at_med list is contemplated by the Act and there is no statutory
significance to such a list.”

2.20. Explaining the concept behind the banned list, the represen-
tative of the Ministry of Industrial Development, Internal Trade and
Company Affairs further stated during evidence that “the concept
behind the banned list is to some extent to simplify the work of the
Licensing Committee. The Ministries can normally reject such
applications without having to bring them up before the Licensing
Committee. That does not mean that when an item is in the banned
list, it has necessarily to be rejected always. There is a certain
amount of discretion vested in the Licensing Committee, in special
circumstances, even to recommend the industry in the banned list.
In the heading of the list it is stated to be a list of industries in
which the applications for licences may ordinarily be rejected with-
out references to the Licensing Committee.”

2.21. Asked whether there were any other industries on the
“banned list” in which capacities have similarly been increased, the
witness stated that the container manufacturing industry, the radio
industry and also a few items of drug industries were such indus-

tries.

2.22. The Committee have been informed that normally no extra
capacity for industry on the banned list was approved but it had
happened in the past that a particular application which related to
an item on the rejection list was considered because of exceptional
features. On being asked, what are the exceptional features which
are considered by Government for sanctioning capacities of indus-
tries which are on the banned list and what are the industries cn
the banned list in which additional capacities have been sanctioned
on account of exceptional features, it has been statgd in reply that
the exceptional features on account of which favourable consideration
of an application is possible may be various like a special demand,
regional angle, export prospects, improvements in plant capacity,
ete. In the case of Drum and Barrel Industry, those special features
which were kept in view, were stated to be, special demand, regional

angle, and improvements in plant capacity.
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2.23. Asked whether these exceptional features have the appro-
val of the Licensing Committee the representative of the Ministry
¢f Industrial Development, Internal Trade and Company Affatrs
stated during evidence that “the Licensing Committee has not latd
down any special features or criteria by which they would consider
applications favourably particularly as the rejection list has no statu-
tory significance and they are in a position to consider any proposal.”

2.24. Elucidating further, the representative of the Ministry of
Industrial Development, Internal Trade and Company Affairs added
that “It is always possible that a particular application which rela-
tes to an item in the rejection list may be deserving of consideration
because of certain exceptional features. When that is the case, a
& summary is prepared for the Licensing Committee and recommen-
dations are made for the processing of such applications without re-
moving it from the rejection list itself.” ‘

2.25. Asked whether this procedure was adopted in this case, the
witness replied that “In this case we went to the Licensing Commit-
tee late after everything was done. The whole matter was placed
before the Licensing Committee at a later stage—that was 1966”.

2.26. The Committee further enquired whether Government had
pulicised for general information the considerations under which
capacities of industries on the hanned list could be increased or re-
assessed. It has been stated that no general information has been
published in this regard.

2.27. On being asked whether the prior approval of the Licensing
Committee was taken before increasing the capacity in this indus-
try, the representative of the Ministry stated during evidence that
“no prior approval was necessary; We apprised the Licensing Com-
mittee of the action taken after everything was done.” The witness
further added that the whole matter was placed before the Licensing
Committee at a later stage that was in 1966.

9.98. The Committee enquired whether any new capacity can be
created in a “banned industry” without prior approval of Govern-
ment, and if so under what rules? The Secretary, Ministry of In-
dustrial Development, Internal Trade and Company Affairs stated
during evidence that “Normally not. I should say; normally it
should not be done except with the approval of the Licensing Com-

mittee.”

Referring to the inter-Ministerial meeting of 19th June, 1964,
the witness stated that “It was the inter-Ministerial meeting which
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took that decision. Strictly the Licensing Committee is also nothing
more than an inter-Ministerial body but there it is done formally
whereas these ad hoc meetings are not formal. So, strictly even

though an inter-Ministerial body took a view, it should have been
placed before the Licensing Committee.”

2.29. In reply to a question, it has been stated that keeping in
view the representations received from the barrel manufacturers,
the decision to carry out the reassessment of capacity of barrel manu-
facturers in 1963-64 was taken in the D.G.T.D. at the level of the

Director General and in the Ministry at the level of the Joint Sec-
retary. IR

2.30. Regarding the decision to have the reassessment of capaci-
ties in 1985, the Secretary, Ministry of Industrial Development, In-
ternal Trade and Company Affairs stated during evidence that
“There is a note here saying that ‘as desired by the Secretary (In-
dustries) I discussed this case together with instructions received
from our Minister with Secretary (Industry). Mr. P. L. Sehgal was
also present. After a thorough discussion of the problems of drum
and barrel industry, it was decided that D.G.T.D. should reassess the
capacities of these barrel manufacturers. Only the capacity of barrel
manufacturers should be reassessed and not the capacity of the
drum manufacturers’. This is a noting of 17th June 1965 and seems
to have been decided at a meeting taken by the then Industry Sec-
retary. There was a discussion with the Minister also because it

says ‘I discussed this case together with the instructions received
from our Ministers’.”

2.31. As to the reassessment of the capacities made twice i.e.,
once in 1963-64 and again in 1965, the representative of the Ministry
stated during evidence that “the position changed from time to time
because the fabricators have been adding machinery either from in-
digenuos source or from established importers. The position kept
on changing and, therefore, we wanted to ascertain the correct

position regarding the installed capacity that is why reassessment
was made twice.”

2.32. The Committee note that the Drums and Barrel Industry
was laced on the banned list in March, 1960 when the capacity of
the barrel fabricators was 36,940 tonnes only. This capacity increas-
ed to 67,778 tonnes in 1963-64 and to 90,450 tonnes in 1965. Between
1960 and 1965 the capacity of M/s. Bharat Barrels had increased from
18,300 tonnes to 38,000 tonnes, of M/s. Standard Drums from 3,700
tonnes to 17,900 tonnes, of M/s. Steel Containers, Bombay from 5,860
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tennes to 9,450 tennes, of M/s. Industrial Containers, Calcutta fremr
6,000 tonnes to 11,000 tonnes while a new capacity of 10,260 tennes
was created by M/s. Hind Galvanising and Engineering Co., Czlcutta.
The increase in capacities has generally been due to additions of plant
and machinery by the fabricators. The various irregularities and
malpractices indulged in by the individual barrel fabricators in in-
creasing their capacity has been dealt with in Section ‘F* of this
Chapter (1I).

2.33. The Committee observe that assessment of capacities in this
industry has been made by Government twice i.e. in 196364 and 1965
without taking the industry out of the banned list. They further
note that the capacities assessed in 1963-64 have also been recognised
‘for the purpose of allocation of raw materials. The Committee are
unable to share the view of the Ministry of Industrial Development,
Internal Trade and Company Affairs that it was not necessary to take
this industry out of the banned list before allowing increased capa-
city in this industry. The Committee consider that since the policy
governing Industrial Licensing is announced periodically in the form
of two lists viz. ‘list of banned industries’ and the ‘merit list’, nor-
mally no applications are to be considered by the Licensing Commit-
tee for the grant of industrial licences in respect of the industries in
the banned list and intending entrepreneurs would naturally keep
away from submitting applications for industrial licence in such in-
dustries. The Committee do not also agree with the contention of the
Ministry of Industrial Development, Internal Trade and Company
Aflairs that applications in the banned industries may be considered
on account of exceptional features. They note that these exceptional
features have not been laid down by the Licensing Committee which
is consulted in the preparation of ‘banned list’ and is the main body
which processes applications for industrial licences. It is really dis-
quieting that in this case neither this industry was taken out of the
‘baned list’, nor was prior approval of the Licensing Committee taken
before undertaking assessment of the capacity of barrel manufactur-
ers in 1963-64 and 1965. What is more surprising is that the reas-
sessed capacities of 1963-64 were approved at an Inter-Ministerial
meeting in June, 1964 and raw material began to be allotted on the
basis of these capacities without the prior approval of the Licensing
Committee. This approval was taken after over two years i.e. in
September, 1966 although the Licensing Committee meets once
every fortnight,

2.34. The Committee notc that the re-assessment of the capacities
in 1963-64 and 1965 was made mainly as a result of the representa-
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tions made by the barrel hbhcatots." The plea that the assessment
in 1963-64 was made because increased demand of the Petroleum
industries for oil barrels does not hold good in as much as the com-
munication from the Ministry of Petroleumn and Chemicals were re-
ceived in June, 1964 while the physical inspection of the units and
assessment of capacities had been made during December, 1963 to
February, 1964.

2.35. The Committee feel that the assessment and re-assessment
of capacities of the barrel fabricators has been done in an irregular
‘manner. They consider that the normal course which should have
been adopted in this case was first te take this industry out of the
banned list so that any new entrepreneur interested to enter this
profitable industry would have got a fair chance to do so. This apart,
additional/new capacities should have been further recognised only
-after the approval of the Licensing Committee and the Government
as required under the Act. .
E. Re-assessment of capacities of barrel fabricators on account of

Defence requirements

2.36. In his letter (Appendix I) to the Speaker, Shri Madhu
Limaye, M.P. has stated that “inspite of the ban imposed by the
‘Government, additional capacity was being sanctioned on the bogus
ground that the Defence Department wanted this capacity to be ex-
-panded. There is no evidence on regard to show that the Defence
Ministry has made any such request.” On being asked about the
factual position in this regard, the Ministry of Industrial Develop-
ment, Internal Trade and Company Affairs have stated that “while
it is true that there was no specific request from the Defence Min-
istry addressed to this Ministry in respect of oil barrel capacity, the
offtake of Defence from the oil industry in terms of barrels was in-
creasing. The offtake of the Defence Ministry from oil companies
-of lube oil was as follows:—

1961-62 .. 28045 Dbarrels
1962-63 .. 35067 barrels
1963-64 .. 75853 barrels”

2.37. In reply to a question it has been stated by the Ministry of
‘Industrial Development, Internal Trade and Company Affairs that

*At the time of factual verification, the Ministry have stated that, “As
explained elsewhere, the reassessment was undertaken and accepted keeping
in view the representations from some of the fabricators as wel]l as the ad-
-vice from the Ministry of Petroleum & Chemicals. At the meeting of Oil
Companies and Barrel Manufacturers held on 21-9-1963, when D. G. T. D.’s
representative was also present, the need for reassessing capacities was dis-
-cussed in view of the growing demand of lube barrels. At the meeting held
on 27-12-1963 of Oil Companies and Barrel Manufacturers, when D. G. T. D.’s
representative was also present the reassessment was again requested to be
done. All these matters were in the background, although thc formal com-
munication from the Ministry of Petroleum and Chemicals was received only

“in June, 1964.”
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the Ministry of Defence weresnot speciﬁcally asked to indicate their
requirements of oil barrels, but their mcreasmg requirement was

generally known.

2.38. On being asked to what extent the Defence requirements of
oil barrels were being met by the ordnance Factory at Bhusawal and
what was the annual production capacity of this factory, it has been
stated that the annual capacity of the Bhusawal factory for the pro-
duction of 44/45 gallon oil barrels is approximately 2,25,000 service
barrels or 3 lakh barrels for civil consumers. The Defence require-
ments of barrels 200 litres and drums of various types are fully met
by ordnance factory at Bhusawal. In fact there is a spare capacity
for manufacture of barrels 200 litres. This factory has supplied
barrel 200 litres to M/s. Indian Oil Corporation. Three purchase
orders were placed by the I1.0.C. on Ordnance factory, Bhusawal dur-
ing the last two years for 1,00,020, 1,00,000 and 3,00,000 barrels res-
pectively. The first two orders have been completed at an average
rate of 10,000 numbers and 20,000 numbers per month and the third
order is being executed.

2.39. The Committee drew the attention of the Ministry to USQ
No. 913 answered on 16-11-1967 (Appendix VI) and SQ No. 250 an-
swered on 24th November, 1967 (Appendix VII) wherein it had been
stated that as oil barrels were much in demand during 1963-64 for
meeting Defence and oil refinery needs, it was decided to register
the available manufacturing capacity of M/s. Hind Galvanising and
Engineering Company Private Limited which had already been pro-
ducing small drums and heavy duty barrels although the industry
had been placed on the rejection list.

2.40. Asked to elucidate the above reply given in the House with
the statement that the Bhusawal Ordnance Factory is not only
meeting the Defence requirements of drums and barrels but has
spare capacity for the manufacture of barrels, it has been stated that
“the spare capacity available with Busawal Factory is not a perma-
nent feature and it is not possible to indicate the spare capacity as
production in the Ordnance factory has to be geared suitably to meet
the differing requirements from time to time depending upon the
conditions in the country. It would, therefore, appear that this
capacity can not be taken into account for the purpose of planning
to meet the requirements of barrels. Further it has also been clarified
that...... the requirements of lubricating oils by Defence are obtain-
ed in trade barrels and in this context. . ..the Industry Ministry can
only presume that the Defence requirements of barrels were met by
the oil companies along with the lubricating oil supplied in these bar-
rels to the Defence. The oil companies would in turn depend upon the
commercial fabricators for their increased requirements of barrels in
order to supply increased requirement of lubricating oil to Defence.
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As regards replies to Lok Sabha question No. 250 dated 24th Nov-
ember, 1967....... it is pointed out that the circumstances were in-
dicated leading to the recognition of the oil barrel manufacturing
capacity of M/s. Hind Galvanising and Engineering Company Private
Limited, on account of the fact that these barrels were found to be
very much in demand during 1963-64 by the Defence Ministry and
oil companies. It was not indicated in these replies that one of the
reasons for reassessment was the increased requirements of barrels
by Defence. As explained earlier, the reassessment was undertaken
and accepted keeping in view the representations from some of the
fabricators as well as advice from the Ministry of Petroleum and
Chemicals. It is however, pointed out that before the capacity of
M/s. Hind Galvanising and Engineering Company Private Limited
was recognised, no reference was made to the Ministry of Defence
and no request was received from them either. The increasing re-
quirements of Defence were generally known.”

2.41. In reply to a question, the representative of the Ministry of
Defence stated during evidence that “According to available re-
cords, we have not purchased, no Defence Unit has purchased bar-
rels from the Hind Galvanising and Engineering Co. Ltd. during the
years 1962-63, 1963-64 or 1964-65.”

At this the Secretary, Ministry of Industrial Development,
Internal Trade and Company Affairs stated that ‘“one of the items
which Hind Galvanising and Engineering Co. Pvt. Ltd, supplied to
Chief Engineer, Dantak which is the Border Roads Organisation, it

is essentially for the Defence Ministry though not technically the
Defence Ministry.”

Intervening, the representative of the Minisiry of Decnce
stated in evidence that “actually we got information yesterday (26-
9-1968) from the Ministry of Industrial Development and Company
Affairs about the answers given in the Parliament about the three
Defence Organisations whom the Hind Galvanising and Engineering
Company claimed to have supplied barrels during 1962 and 1963”.

Subsequently the Ministry oi Defence confirmed in a writ-
ten note that *The position has since been checked and it is found.
that the Ministry of Defence was not consulted before the assess-

ment of requirements of oil barrels and drums was made by that
Departments.”

2.42. Asked how the Defence requirements for more oil barrels
were known to the Ministry, the representative of the Ministry of
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Industrial Development, Internal Trade and Company Affairs stated
during evidence that “one of the fabricetors viz. Hind Galvanising
and Engineering Company Pvt. Ltd., Calcutta mentioned to us that
tyey were supplying barrels to Defence.” In reply to another ques-
tion it was admitted that this information was not collected in a

scientific manner either through D.G.T.D. or other Administrative
channel.

~ 243. The Committee note that the Defence requirements of oil
barrels are met from the Ordnance Factory, Bhusawal. However,
the lubricating oil supplied by the oil companies in barrels to Ded-
ence is stated to be supplied in trade barrels. The Committee are
surprised that in assessing increased Defence requirements of oil
barrels, the Ministry of Industrial Dtvelopment, Internal Trade and
€ompany Affairs relied on the information supplied by the manu-
facturer and did not care to verify it from the Ministry of Defence
or the D.G.T.D. They consider that in such cases, the Ministry/
Department concerned should have been consulted in order to
obtain accurate facts. This has not been done in the present case.
The Committee consider it a serious lapse.

2.44. The Committee would also like the Ministries of Industrial
Development, Internal Trade & Company Affairs and of Petroleum
and Chemicals to take note of the spare capacity available with the
Ordnance Factory, Bhusawal with a view to utilise the same in con-
sultation with the Ministry of Defence.

F. Expansion/creation of capacities by the Barrel Fabricators

The developments leading to the expansion of capacities and
creation of new capacities by the individuel barrel fabricators -are
dealt with in detail in the following paragraphs:

(I) M/s. Bharat Barrel and Drum Manufacturing, Co., Bombay

245. In a written note furnished to the Committee, Government
have stated that “M/s. Bharat Barrel and Drum Manufacturing Co.,
Bombay was granted a carrying on business licence dated 20-11-54
for the manufacture of 3.600 steel barrels and 8,000/10,000 steel
drums per Yay on single shift. On their application for shifting a
part of plant and .machinery frem Bombay to Calcutta, an industrial
licence dated 4-11-1959 was granted to them for an installed capa-
city of 300 tonnes per quarter of 4/5 gallons at Calcutta and subse-
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quently the original licence dated 20-11-54 was amended to read as
below: —

The Industrial Undertaking shall have an installed capacity
for the manufacture of 3,600 steel barrels per day oa
single shift and of 150 tons per quarter for the manufac-
of 4/5 gallon drums.

On an application from them for effecting substantial expansion to
the existing industrial undertaking at Bombay, the industrial licence
dated 20th July, 1960 was issued to them for the manufacture . of
drums and barrels for a total capacity of 27,800 tons per annum. In
this connection it may be stated that two import licences for an
aggregate value of Rs. 25.25 lakhs was issued to the firm in 1955
and 1957 for modernization, rehabilitation and replacement of their
plant at Bombay. These licences, however, could not be utilised by
them. Subsequently, three other licences for a total value of
Rs. 28,75,256 were issued to the firm during 1958 and 1960 for the
same purpose. The plant owned by M/s. Bharat Barrels was origi-
nally installed in Madras and was worked by the Government
through M/s. Standard Vaccum Oil Company during the last war
which was later acquired by M/s. Allen Berry & Company, Bombay.
M/s. Bharat Barrels purchased this old plant from M/s. Allen Berry
in 1952. The import licence dated 16th October, 1958 for a value of
Rs. 13,50,656 was issued to them for replacement of their old and
unserviceable plant. Later, the firm desired further modernization
of their plant and also wanted to renovate their old plant for the
purpose of using it for the manufacture of bitumen drums from
lighter gauge sheets. The scheme for modernization and renovation
was approved by the Licensing Committee and accordingly two
licences valued at Rs. 13:60 lakhs( value later on increased by
Rs. 35,000) and Rs. 1,29,600 were issued to them. The capacity of
the Original plant of the firm was assessed at 18,000 tons for 45
gallon barrels and 1,800 tons per annum for 5/10 gallon drums.

In early 1961 M/s. Bharat Barrels and Drum Manufacturing Com-
pany Private Ltd., represented to the Government about the inade-
quate allocation of steel sheets to them wvis-a-vis the other fabrica-
tors in this line. They also addressed some representation to Maha-
rashtra Chamber of Commerce and to the Engineering Association
of India. These complaints were examined in the D.G.T.D. and
it was found that there was not much substance in the representa-
tions made by the company and in fact they also considered that the
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company had gone out of the way to make representations to other
bodies without making available to them full facts of the case. The
representatives of the company were sent for and at a meeting taken
on the 28th February 1961, by the Secretary, Ministry of Commerce
and Industry, when the Senior Industrial Adviser (Engg.) was also
present the matter was discussed. The position was explained to
the company’s representatives, who had actually apologised for hav-
ing taken up the matter with the Chamber under a misapprehension.
The company’s representatives stated further that their original
capacity which was given in tonnage should be indicated in num-
bers. It was explained to them that there would be no objection
in converting the capacity in numbers, but it would not be possible
for the D.G.T.D. to give any additional tonnage under the plea that
the total tonnage of the recognised number of barrels would be
larger. The company’s representative agreed that they would not
ask for additional raw material, and on this basis it was ugreed at
the meeting that their capacity in the form of numbers could be
recognised after the firm actually gave a letter in writing that they
would not ask for additional raw material from the D.G.T.D. on
that score. The company’s representative also agreed that they
would write to the Chamber of Commerce explaining the position
anmd withdrawing the earlier representation which was made, accord-
ing to them under a misapprehension. Subsequently, in their letter
dated 28th Februery, 1961, confirming their having expressed regret
at the meeting for having approached the various associations and
the Chamber of Commerce in this regard they alsc gave an under-
taking that they would not press for allocation of rew material on
the basis of numbers after their capacity was agreed to be expres-
sed in numbers. It was also explained by them in the letter that
the object of asking for the amendment of the licence on the basis
of numbers was to enable them to obtain raw material allocation
according to the licensed capacity when the steel sheets supply posi-
tion eased. Thereafter, the industrial licence dated 20th July, 1960
was amended as per letter dated 5th June, 1961 to the following
effect: — N

“For the words drums and barrels—27,800 tons per wnnum,
read—

(i) steel barrels 3,600 numbers per day or 10,80,000 numi-
bers per annum on single shift.

(ii) 4/5 gallons—3,000 numbers per day or 9 lakhs numbers
per annum on single shift.
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(iii) steel drums (35/45 gallons capacity) for bitumen pack-
ing made from 22-24 gauge M.S. Sheets i.e. 7,84,000
numbers per annum on single shift.

Subject to the condition that the existing S.P.I. capacity in
tons will not in any case be altered.”

It may be recalled that M/s. Bharat Barrel in terms of the
industrial licences held by them had oil barrel manufacturing plant
at Bombay and only a part of their capacity for the manufacture
of small drums was available in Calcutta. In early 1961 this com-
pany submitted an application under the Industrial Development &
Regulation Act for shifting part of their capacity for the manufacture
of 40—45 gallon oil barrels to Calcutta on the ground that the
demand was growing in Calcutta and due to transport difficulties
movement of barrels from Bombay to Calcutta was proving difficult.
Their application was examined in the D.G.T.D. and it was considered
that in view of their programme for modernization, and replacement
at the Bombay plant on the basis of import licences granted to them,
it would not be possible to consider the proposal of shifting a part
of their capacity and as such the proposal would not be feasible, their
plant at Bombay being an integrated one. The Liceénsing Com-
mittee at the meeting held on the 16th and 17th March, 1862 recom-
mended rejection of the application as there was no scope at that
time for creating further capacity in the Calcutta region. The firm,
however, had been representing that the demand of barrels of 40—45
gallons capacity had increased in the eastern region and they would
like to adjust their production between the two units, namely, Bom-
bay and Calcutta without involving additional capacity or additional
quota of raw materials. In the Ministry’s letter dated 22nd May,
1962, their application for shifting of capacity to Calcutta region
was finally rejected. The decision was again reiterated in the letter
dated 31st August, 1962 on receipt of further representations from
the Company. The Company, however, even thereafter continued
to write to the Government seeking a review of the decision and
pleading for permission to shift a part of ‘their capacity to Calcutta
for the manufacture of oil barrels. They were also contending that
they would not disturb the modernised plant which they had put
up at Bombay and actually with some modifications slight repairs
and addition of indigenously available machinery, they would be
able to fabricate barrels at Calcutta. It was also made out by them
that the Government of West Bengal had assured them of all facili-
ties for setting up a plant in Calcutta. They also undertook that
they would not be asking for any revision of their capacity or for
-additional quota of raw material for the Calcutta Plant and what
they wished to do was only to work both the plants in Bombay and
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«Calcutta within the existing allocation of steel sheets and within
their existing capacity according to the licence. According to them
they wanted permission to draw part of their raw material quota
at Calcutta to work the plant.

While representations from M/s. Bharat Barrels and also from
others in their behalf were coming in, it was reported by the D.G.T.D.
some time in September 1962 that according to 'a letter received
‘from M/s. Industrial Ccntainers Ltd., Calcutta M /s. Bharat Barrcls
had actually shifted some machinery to Calcuita and installed the
same for the manufacture of oil barrels. The Director of Industries,
Maharashtra was immediately asked to make available a report about
the complaint received through Industrial Containers Private Ltd.
:about the alleged shifting of machinery by M/s. Bharat Barrels and
Drum Manufacturing Company. Meanwhile another letter dated
29th October, 1962 copy at Appendix—VIII was received for a favour-
.able consideration of the proposal from M/s. Bharat Barrels & Drum
Manufacturing Company for shifting a part of their machinery to
the Calcutta region for meetmg the requirements of 01] barrels. The
‘matter was examined in the Ministry.

Although no confirmation from the Director of Industries, Maha-
rashira was received, it was considered that in view of the suggested
demand in the Calcutta region, it would not be necessary to ask
the company to shift back their machinery to Bombay and it would
‘be in order to recognise the shifting of capacity to Calcutta, keeping
in view the transport position in the movement of barrels. Although
the Licensing Committee I «J earlier rejected the proposal for shift-
ing the capacity, the decision was taken to allow the shifting with
the appraval of the Chairman of the Licensing Committee and the
‘Minister. The letter dated 1st December, 1962 conveyed the approval
-of the Government to the shifting, while administering a warning to
them on their objectionable action in contravention of the provisions
-of the Industries (Development and Regulation) Act, 1951. It was
also made clear in the letter that the shifting of machinery to
-Calcutta would not entitle them to have any additional quota over
and above what had already been authorised to them in respect of
the plant at Bombay. Copies of extracts are given at Appendix—
XIIl.

During 1963, this company started sending representations to the
‘Ministry complaining about the inadequate supply of raw material
-4n their favour and also pointing out that the allocation of steel
sheets should be made on the basis of the licensed capacity of 27,000
tonnes and not on the earlier assessed capacity which was smaller.
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These representations which were received both in the Ministry as
well as in the D.G.T.D were examined. The Industrial Adviser
commenting on the representation pointed out the various factors
necessitating a further and more thorough scrutiny of the case,
particularly in view of the fact that reports of misuse of raw
material etc. had also come to the notice of the Government. It
was indicated further that in the mattet of utilisation of the imoprt
Lcence for modernisation, rehabilitation and renovation, there ap-
peared to be a distinct possibility of misuse and further it was also
felt that although an import licence was secured for the conversion
of an old oil barrel plant into the bitumen drum plant, it was not
properly utilised for the purpose. When these irregularities were
reported to the Ministry. it was considered that it would not be
correct to take a decision without going further into the matter and
for that purpose it was also suggested thet an on the spot inspection
of both the factories at Bombay and Calcutta would be needed,
both with regard to the Sxation of capacities for the two units and
for examination of the manner in which the import licences has
been obtained and uctually used. When the matter was again re-
ferred to the D.G.T.D. in November, 1963, D.G.T.D. arranged an
inspection of the factory at Calcutta and on the basis of the finding
that the capacity of Calcutta factory was, 5200 tonnes per annum;
the corresponding capacity at Bombay was suggested by the D.G.T.D.
to be 13,100 metric tonnes per annum, so that the total capacity
remained at 18,300 tonnes only. Meanwhile, in the case of My/s.
Standard Drum and Barrel Manufacturing Company, Bombay a
decision had been taken during this time that an inspection of all
the barrel manufacturing factories would be necessary with a view
to re-assessing the capacities of the units on uniform basis. D.G.T.D.
had also arranged inspection of the other factories during 1963-64
and furnished their recommendations on the assessed capacities.
Although the Ministry had suggested in the case of M/s. Bharat
Barrels that both the units at Bombay and Calcutta should be
inspected the Industrial Adviser had in his note dated 7th January,
1964 suggested the capacity break-up between the two on the basis
of the inspection of the Calcutta factory only. The Senior Industrial
Adviser had, however, directed that in view of the Ministry’s instruc-
tions, the Bombay factory also should be inspected and on the basis
of the inspection made on the 5th and 6th February, 1964 by one
of the technical officers, the capacity of 22.000 tonnes per annum was
suggested for the Bombay factory. The flnal position that emerged
after inspection of all the barrel making units during December, 1963
to February 1984 was that while re-assessed capacities were suggest-
ed for all the units, in the case of M/s. Bharat Barrels, the capacities
on the basis of inspection were reported to be 22,000 tonnes per
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annum for Bombay and 5,200 tonnes per annum for Calcutta. Further
examination in the light of irregularities reported by the D.G.T.D.
had not, however, been done. M/s. Bharat Barrel & Drum Manu-
facturing Company had also in their letter dated 17th January, 1954
again urged that their capacities should be re-fixed and allotment
of raw material be made to both the units on the basis of certain
figures which were claimed hy them to be the true capacities. As
Minist>r had desired to see the case in this connection, papers were
submitted to him along with the recommendations of the D.G.T.D.
in respect of the barrel making units including those of M/s. Bharat
Barrels, namely, 22,000 tonnes fcr Bombay and 5,200 tonnes for
Calcutta, The Minister after going through the detailed notings in
the case and also the findings of the D.G.T.D. on the spot study,
ordered that immediate action should be taken to allocate steel
quotas to M/s. Bharat Barrels at the rate of 22,000 tonnes for Bombay
end 5200 tonnes for Calcutta per annum and that the auestion of
increased capacities claimed by the firm, could be examined later.
An extract of the minute dated 8th May, 1964 is given at Appendix—
IX.

In the light of the Minister’s orders and keeping in view the
recommendations of the D.G.T.D. on the re-assessed capacities of
all the other barrel making units, an inter-Ministerial meeting was
held on 19th June, 1964. Decisions were taken at the meeting to
recognise the assessed capacities for the purpose of raw material
allocation. In the case of M/s. Bharat Barrel Drum Manufacturing
Company, it was agreed that raw material would be allocated
separately for both Bombay and Calcutta units, according to the
recommended figures of re-assessment, namely, 22,000 tonnes at
Bombay and 5200 tonnes at Calcutta. Although the re-assessed
capacities on the basis of 1963-64 assessment were accepted for the
purpose of raw material allocation, it was observed that the matter
did not end there and still M/s. Bharat Barrel and Drum Manufac-
turing Company had been suggesting that justice had not been done
to them in the matter of re-assessment for both the units at Bombay
and Calcutta. On a representation dated 25th May, 1965 received
from them, the matter was discussed by the Senior Industrial Adviser
(Engg) with Secretary, Department of Industry and it was decided
that another assessment of the barrel making units should be made
with a view to sorting out the controversy, in view of the fact that
representations had also been received from others, like the Federa-
tion of Indian Manufacturers and M/s. Hind ' Galvanising and
Engineering Company Private Ltd., another
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2.46. The capacities of the factories of M|s. Bharat Barrel and

Drum Manufacturing Co. at Bombay and Calcutta indicated in the

report of the officers of D.G.T.D. at the time of re-assessment of
1965 were as under:

/Ir. 10nres)
Licens 1 Assessed Assessed
capacity capacity capacity
1963 1965
(i) Bonbay factory 18,000 22,000 24,820
(#) Calcutta factory 5,200 13,200
18,050 27,209 38,000

—— e dereee

247. 1t has been stated that “as regards the 1965 assessment of
M|s. Bharat Barrels, the Industrial Adviser had commented upon a
number of irregularities on the part of the company, like shifting
of machines from Bombay to Calcutta, installation of additional
machinery including imported cnes, purchase of imported machi-
nery from actual user licence holders, misuse of raw materials, dis-

crepancies in the maintenance of records and submission of steel
processing returns.” '

2.48. After careful consideration of all the facts brought to light
by the technical officers “a notice was issued to the Bharat Barrel &
Drum Manufacturing Company on the 14th February, 1966 asking
them to explain why action should not be taken against them for
the various violations of the Iron & Steel Control Order and the
contravention of the provisions of the Industries Development & Re-
gulation Act, 1951. The reply received from the firm (dated 26th
March 1966) was examined in consultation with the D.G.T.D. and it
was observed that their explanation was far from convincing. Al-
though there were certain irregularities in contravention of the In-
dustries (Development & Regulation) Act in the process of their
trying to establish additional capacity by installing more machines
as well as by shifting machines from Bombay to Calcutta, it was
felt that on n balance of consideration, it would not be possible to
frame an effective case against them on this ground alone. The
reason was largely because the capacity for purpose of allocation had
all along been the assessed capacity and not the licensed capacity
and as a matter of fact 1063-84 assessment had led to a certain level
of recognised capacities which were yet to be regularised by appro-
priate industrial licences. As more or less similar action would
have o lie against other barrel making units also, particularly om
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the ground of establishling additional capacities, it was felt that the
more appropriate course would be to probe further the irregulari-
ties relating to the use of import licences as well as use of raw
material. D.G.T.D. had also underlined that there was sufficient
ground to sustain a case on this score. After taking into account
the various points involved, it was ultimately decided at the level of
Special Secretary to issue a warning to them advising them to take
special care to avoid the omissions and commissions noticed in the
past few years under the various regulations governing their manu-
facturing activity. They were also told that Government had taken
a serious view of the whole matter and any indulgence in such irregu-
larities would naturally have serious repercussions.

Simultaneously, the D.G.T.D. and the Ministry of Iron & Steel
were addressed with a view to having a thorough scrutiny made so
far as the irregularities were concerned. The matter was also ex-
plained suitably in the note for the Licensing Committee which was
placed at the meeting held on the 13th September, 1966, suggesting
that 1963-64 allocation would have to continue for the present and
that the 1965 assessment was not to be accepted for the purpose of
raw material allocation. It was also pointed out in the note that
the question of assessment on maximum utilization basis could be
considered only in due course when the raw material supply posi-
tion also improved. D.G.T.D. after going through the various re-
cords available with them and also obtaining more particulars to the
extent possible from M/s. Bharat Barrels submitted a report to the
Ministry on the 24th July, 1968. According to the D.G.T.D.. scru-
tiny of the returns over a period reveals an unsatisfactory state of
affairs and much more information which was to be made available
by the firms would be necessary before reaching any definite conclu-
sion. There was also the reported transfer of steel sheets from one
plant to another. These and other matters, it was felt would have
to be probed into further before any definite indication could be
given about the extent of commissions/omissions on the part of the
party. ’

A meeting was held in the Ministry on the 26th October, 1968,
with representatives of the D.G.T.D. and the Department of Iron
& Steel and the Law Ministry’s representative was also associated.
The Department of Iron & Steel had already referred the matter to
the Iron & Steel Controller, Calcutta from whom a report was being
awaited. After some discussion it was agreed that on the basis of
the comprehensive report to be made available by the Department
of Iron & Steel including inter alia, details of eases pending in courts,
further action would be taken to make a reference to the Ministry
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of Law indicating as far ag possible various provisions of the Act
which are attracted with reference to the commissions and omissions
of the firm under examination." Suitable action to process the case
further wou!d have to be ‘taken on receipt of the advice from the

Ministry of Law.

It has been stated in a written note that at the time of 1965
inspection all the barrel manufacturers were asked to give com-
plete details of plant and machinery installed by them indicating the
year of purchase and date of installation. An analys's of the state-
ments submitted by the barre’ manu‘acturers indicates that M/s.
Bharat Barrel and Drum Manufacturing Co. Bombay have declared
to have added the following machines since 1964:

(i) Decoiler Unit—1 No.—Indigenous.

(ii) Roller ‘Lev4eller—l No.—Indigenous.

(iii) Star 4’ Shearing machine—1 No.—Indigenous.
(iv) Roller gxl-a\;ity conveyor—1 No.—Indigenous.

(v) 160-Ton Press fitted
‘with 2% aad 8/4" clinching
double-die—1 'No.—Imported.

(vi) Roller gravit& conveyor—1 No.—Indigenous.

(vii) Barrel Testers—3 Nos.—Indigenous.

It has been stated that no additions were declared by M/s. Bharat
Barrel and Drum Manufacturing Co. Calcutta since 1964. It has
further been stated that although “M/s. Bharat Barrel, Bombay did
not declare to have added any substantial machinery which goes
directly towards the ‘production of barrels, but even then there has
been some 10 per cent increase in the figure of assessed capacity
which might have resulted due to various measures taken by the
firm to improve material handling, workers efficiency etc. or due
to the reasons stated above. The assessment figures of their Calcutta
Plant has shown very large increase which is obviou:ly due to
the attempts made by the firm to show higher production by instal-
ling new machines procured from other sources and from transfer
from Bombay to Calcutta and for one section of the plant to the
other as mentioned in the Inspection Report of the Industrial Advi-

ger.”

2.49. A brief resume of the developments in regard to M/s. Bherat
Barrel and Drum Manufaeturing Co. as revealed from the fore-

going paragraphs is given below:—
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(ii)

(iif)

(iv)

v)
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M/s. Bharat Barrel and Drum Manufacturing Co. Bom-

bay was granted a Carrying On Business Licence dated
20th November 1954 for the manufacture of 3,600 steel
barrels and 8600/10,000 steel drums per day on single
shift. The capacity of the original plant of this firm
was assessed at 18,000 tonnes for 45 gallon barrels and
1,800 tonnes per annum for 5/10 gallon drums.

In 1959, this firm was allowed to shift a portion of plant
and machinery from Bombay to Calcutta and an industrial
licence was granted for an installed capacity of 300 tonnes
per quarter of 4/5 gallon drums at Calcutta.

On an application from the firm for effecting substantial
expansion to the existing industrial undertaking at Bom-
bay, the industrial licence dated 20th July 1960 .as issued
to them for manufacture of drums and barrels for a total
capacity of 27,800 tonnes per annum. The industrial

licence of the firm giving the capacity in tonnage was

amended in June, 1961 and the capacity was expressed in
numbers on the condition that the firm would not ask for
additional raw material from the D.G.T.D. on that score

which was agreed to by the firm.

In 1961 this company applied for shifting a' part of the'r
capacity for the manufacture of 40/45 gallons oil barrels
to Calcutta. The Licensing Comrnittee recommended re-
jection ot this application in March, 1862. In May, 1962,
ihe Minisiry finally rejected their application and reitera-
ted this decision in August, 1962.

In September, 1962; it was reported by the D.G.T.D. that
according to a letter received from M/s. Industrial Con-
tainers, Calcutta, this firm had actually shifted some
machinery to Calcutta and installed the same for the
manufacture of oil barrels. In October, 1962, the firm
again represented for a favourable consideration of their
earlier proposal. It was decided to allow the shifting
with the approval of the Chairman, Licensing Committee
and the Minister. The approval of Government to the
shifting was conveyed to the firm in December, 1962, at the
same time administering a warning to them on their ob-
jectionable action in contravention of the provisions of
the Industries (Development and Regulation) Act, 1951.
It was made clear to the firm that the shifting of machi-
nery to Calcutta would not entitle them to have any addi-
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tional quota over and above what had already been au--
thorised to them in respect of the plant at Bombay.

(vl) During 1963, the firm started sending representations.
about inadequate supply of raw material in their favour
and pointing out that the allocation of steel sheets should
be made on the basis of licensed capacity of 27,000 tonnes-
and not on the basis of the earlier capacity. During 1963-
64, the factories of this firm both at Bombay and Calcutta
were inspected by the officers of the D.G.T.D. and it was
decided at the Minister’s level in May, 1964 to allocate:
steel quotas to this firm at the rate of 22,000 tonnes for
the Bombay factory and 5,200 tonnes for the Calcutta
factory per annum.

(vii) On representation made by this firm in May, 1965 as well’
as the representations received from other fabricators,
capacities of all the barrel fabricators including this firm,
were reassessed by the officers of the D.G.T.D. The re-
port of the officers of the D.GT.D. brought to light a
number of irregularities on the part of this firm namely:—

(a) shifting of machines from Bombay to Calcutta,

(b) installation of additional machinery including impor--
ted ones,

(¢ purchase of imported machinery from actual user
licence holders,

(d) misuse of raw materials,
(e) discrepanciles in the maintenanee of records and
(f) submission of steel. processing returns.

(viil) In February, 1966, a notice was issued to this firm for con-
travention of the Industries (Development and Regula-
tion) Act and the Iron and Steel Control order. As the:
firm’s reply to the notice was not considered satisfactory,
a warning was issued to them in June. 1968.

(ix) D.G.T.D. was advised to scrutinise the matter regarding
the performance of the firm in the use of raw materials,
import of machinery, maintenance of reports etc. His re-
port disclosed the need for a further probe. The matter
was agamn discussed in October. 1968 and it was decided
to obtain a comprehensive report from the Department
of Iron & Steel in this regard. This report is still awaited.
On receipt of the revort and in consultation with the
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Min sury of Law further action will be decided upon in-
this case.

(x) The share of this firm in the total licensed capacity for the.
manufacture of barrels was about 49.5 per cent in 1860,
40 per cent in 1963 and 42 per cent in 1965.

2.50. On being asked whether any action was taken against the-
firm for shifting the part of their machinery to Calcutta without prior
approval of Government. it has been stated that since permission
for shifting of machinery from Bombay to Calcutta was ultimately
accorded, the question of imposing any penalty as provided in section
24 of the Industries (Development and Recgulation) Act was not
considered. In reply to a question it was added that the shifting
was allowed at the level of Minister. It was further explained that
reassessed capacities of Bombay and Calcutta factories of this com-
pany were accepted for the purpose of raw materia! allocation after
consideration at the inter-Ministerial meeting held on the 19th.
June, 1964. Tt was added that “Minister had passed orders that
immediate action should be taken to allocate the steel quotas to this

Company for both the Bombay and Calcutta factories at the rate of
reassessed capacities.”

2.51. The Committee were informed by the representative of the-
Ministry of Industrial Development, Internal Trade and Company
Affairs during evidence that no penal action was taken against the:
barrel fabricators for contravening the Act and that “in this parti-
cular case all the fabricators were involved and as a matter of’

National Policy we decided not to adopt this course and also we:
wanted to encourage this industry.”

252. Elaborating further, the Secretary, Ministry of Industrial
Development, Internal Trade and Company Affairs stated during
evidence that “we have not generally penalised people for expand-

ing their capacity, though perhaps we should have done so, we have -
not done so0.”

253. When it was pointed out that penal action against violations
nf the Act is enjoined by the Act which leaves no discretion to the
Government, the Secretary of the Ministry stated that “In practice:

serious notice has not been taken in the past of these contraventions
of the Act.”

254 The Committee note that M/s. Bharat Barrel and Drum
Manufacturing Company shifted a part of their plant and machinery
for the manufacture of oil barrels from Bombay to Calcutta in. 1962
without prier permission of the Government. This firm alse effected’
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substantial expansion of their factories at Calcutta and Bombay
illegally and unauthorisedly without prior permission of Government
and during the period when the industry was on the banned list.
Apart from the other irregularities alleged to have been committed
by this firm, it has committed a violation of section 13(1) of the
Industries (Development & Regulation) Act, 1951 read with Rule 7
of the Registration and Licensing of Industrial Undertakings Rules,
1952, issued under the Act, and thus has rendered itself liable to
action under section 24 of the Act.

2.55. The Committee regret to note that the shifting of a part of
the plant and machinery by this firm from Bombay to Calcutta was
condoned by Government in 1952. The Committee feel that had the
provisions of the Act been enforced strictly, various malpractices
and irregularities alleged to have been committed by this firm and
others would not have been committed. The Committee recommend
that suitable action should now be taken for the strict enforcement
of the provisions of the Act in this case.

2.56. The Committee regret to note that various irregularitics
alleged to have been committed by this firm are under scrutiny since
1966 and that comprehensive investigation and report on this case

" is still awaited. The Committee are concerned at this inordinate
delay and recommend that urgent action should be taken to expedite
the investigations so as to reach a final decision in this matter
without further delay. ' o

II—M/s. Standard Drum & Barrel Manufacturing Company, Bombay

2.57. It has been stated by Government that “M/s. Standard Drum
.and Barrel Manufacturing Company, Bombay was granted a carrying
-on business industrial licence dated 11th September, 1958 for an
installed capacity for the manufacture of 4,200 tons per annum of
barrels, drums and containers with the proviso that the capacity is
subject to re-ussessment later on by the Development Wing i.e. the
D.G.T.D. Of the above capacity, a capacity of 3.700 tons per annum
was recognised for the manufacture of 40/45 gallon oil barrels. It
is pointed out in this connection that the firm was inspected on 31st
August, 1954 and their capacity was fixed at 3,200 tons per annum
on time and motion study. The firm in their letter dated 22nd
August, 1955 addressed to the Directorate of Industries, Bombay had
claimed that their capacity was 1,170 tonnes per quarter and
requested increase of quota to 1,200 tonnes per quarter to meet the
demand of barrels outstanding with them. On receipt of a reference
from the Directorate of Industries Bombay in letter dated 5th Sep-
-tember, 1955, it was informed that the firm's capacity had been fixed
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at 800 tonnes per quarter i.e. 3,200 tonnes per annum on the basis
«of time and motion study and as such there did not appear to be
any further ground for enhancing their capacity. (The letter was
addressed by the D.G.T.D. on 16.h September, 1955). At the time
of applying for carrying on business licence the firm had claimed
a capacity of 450 tonnes per month i.e. 5,400 tonnes per year, which
was very much more than their past production till then. Accord-
ingly, it was decided to grant them the Industrial Licence referred
to above for a provisional capacity of 4,200 tonnes per annum on
the condition that this capacitv would be re-assessed later by the
Development Wing, i.e. the D.G.T.D.

At the meeting held on 25th October, 1961 by the Secretary,
Department of Iron & Steel with the representatives of the Ministry
of Commerce & Industry and Department of Mines & Fuel, the
question of issue of steel for the requirements of the oil companies,
the position with regard to the supply of tin plates or sheets for oil
barrels, the difficulties in connection with the fabrication of 24 gauge
bitumen drums, etc. were discussed. It was considered that the
Development Wing should examine the factual position regarding
the Trombay Plant of M/s. Standard Drum & Barrel Manufacturing
Company, who had not only a carrying on business licence for the
manufacture of drums, barrels and containers, but also an expansion
licence for the manufacture of bitumen drums (dated 20th July,
1959). It was felt that after the Development Wing informed the
Ministry regarding the capacity for lube oil barrel fabrication, as
distinct from bitumen drum fabrication, the S.P.I. Quota could be
decided by the Development Wing accordingly. In the light of these
decisions, the D.G.T.D. inspected the factory of M/s. Standard Drum
& Barrel Manufacturing Company in November, 1961 and comment-
ed that the company had two independent plants, one for the manu-
facture of oil barrels and another for the manufacture of bitumen
barrels. According to the findings of the D.G.T.D., capacity of their

«0il barrel plant was assessed as 6,100 tonnes per annum on single
shift.

In their letter dated 11th/12th January, 1962, M/s. Standard Drum
Manufacturing Company represented that in terms of the licence
dated 11th September, 1958, the capacity of their plant was fixed
only provisionally and therefore, the assessment of the actual
capacity of their plants which they had then set up again at Trom-
bay after shifting from Sewri were requested to be assessed, and
the industrial licence was also to be accordingly amended to note
the assessed capacity. This was examined in consultation with the
D.G.T.D. As the production of the firm during 1959—61 had not
exceeded the licensed capaity, it was felt that the revision of the
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capacity at that stage did not arise. The firm was accordingly
informed in the letter dated 30th April, 1862. Although the Hrm
represented again, the request for revision of the licensed capacity
was not agreed to. Again, in a letter dated 9th September, 1963, the:
company represented their difficulties about the supply of raw
material and also pleaded for interim relief by arranging priority
supply of 5,000 tonnes from indigenous sources on ad hoc basis for
meeting the requirements of M/s. Burmah Shell. This request was
again considered in the D.G.T.D. and ultimately, it was suggested.
by them that in view of the claim for raw material as well as for
revision of capacity, re-assessment of capacity of not only this unit,
but also others in this oil barrel manufacturing line, was called for.
It was felt further that as the raw material supply position might
improve in early 1964, the re-assessment could be undertaken, of not
only this company, but also other barrel manufacturers. In this con-
nection relevant decisions in the Ministry and the D.G.T.D. were
taken in November, 1963.

At the inter-Ministerial meeting beld on the 19th June, 1064 it
was pointed out that the capacity of 3,700 tons in the case of Standard
Drum & Barrel Manufacturing Company had been fixed provisionally
and the party had also been representing for the re-fixation of
capacity on the time and motion study of their plant. As the factory
had already been inspected in November, 1961 and on the basis of
that inspection the D.G.T.D. had recommended a capacity of 6,100-
tonnes per annum, it was decided to accept this capacity. However,
as the capacity of the other manufacturers had been re-assessed
during 1963-64, it was also decided that the factory of M/s. Standard
Drum and Barrel Manufacturing Company should be inspected again
and another assessment made so that a uniform standard could be
ensured in all the cases. D.G.T.D. accordingly visited the factory
of Standard Drum and Barrel Manufacturing Company again on 13th
August, 1964 and as per their recommendation a capacity of 14,538
tonnes per annum was accepted as the assessed capacity on single
shift basis. Approval of the D.G.T.D. to the re-assessed capacity
was also conveyed in the D.G.T.D.s letter dated 25th November
1964. The industrial licence was, however not amended.

As a result of inspection of the barrel making units made in 1965,
the factory of Standard Drum and Barrel Manufacturing Comany was
inspected and the re-assessed capacity on the basis of the inspection
of the Development Officer of the D.G.T.D. was indicated as 17,900
tonnes after taking into account the machines installed on single
shift basis. This capacity has not, however, been accepted by the
Government for the purpose of raw material allocation.”
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2.58. The Committee enquired whether M/s. Standard Drum and
Barrel Manufacturing Company had shifted their 40/45 gallon lube
‘barrel manufacturing plant from Sewri to Trombay and surrendered
their entire capacity for manufacture of 40/45 gallon lube barrels
and started manufacture of 30/35 gallon bitumen drums from M/s.
ESSO. It has been stated in written reply that “the firm made an
application dated the 2Ist August, 1958, for effecting substantial
-expansion by the manufacture of new articles. viz. bitumen drums,
-and also for change of location frem Sewri to Trombay. Permission
was granted for the shifting of the undertaking in October, 1958,
.as no industrial licence was necessary for the change of location. the
two places being in the same municipal limits. Liceace for sub-
stantial expansion for manufacture of bitumen drums was granted
vide licence No. L/1.A.(7)/9-102/59 dated the 20th July, 1959.”

2.59. Asked whether 18 gauge steel sheets for the manufacture of
-40/45 gallon lube barrels were supplied to this Company after they
had shifted the plant to Trombay and whether the sheets allotted
to the firm were utilised for the manufacture of 40/45 gallon lube
barrels to the entire satisfaction of the Government, it has been
stated in reply that the matter is being looked into in consultation
with the D.G.T.D. and the Iron & Steel Controller, Calcutta. On the
‘basis of available information at present, it has been cbhserved that
towards the end of June 1960 a complaint was received that the firm
was not manufacturing 45 gallon oil barrels out of the S.P.I. Quota
-allotted to them and that the whole plant was practically engaged in
‘the manufacture of bitumen drums for which steel sheets were being
provided by the Stanvac Oil Refinery. It was noticed that the pro-
-duction of oil barrels for the months of April 1960 to June 1960 was
reported as nil in the returns although they had sufficient stock of
steal at hand. The firm had explained that they had to suspend
the production of oil barrels because there was an imbalance 1n the
:stocks of different sizes of steel sheets required for the manutacture
-of barrels bodies and barrel ends. On recommendations of the
D.G.T.D., the Iron & Steel Controller issued instructions to producers
‘to suspend despatches of 18 gauge black sheets to the firm aguinst
their outstanding orders, v’'de Iron & Steel Controller’s letter dated
17th August, 1960. When the firm clarified the position, the susven-
:sien orders was removed vide D.G.T.D.’s letter dated 19th January,
1961 addressed to the firm. with copy to the Iron & Steel Controller.

2.60. Asked about the reasons for indicating the capacity of M/s.
‘Standard Drum and Barrel Manufacturing Company Bombay as pro-
-visional in their Industrial Licence dated 11th September, 1958 it
thas been stated by Government that in their application for grant
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of licence under the Industries Develooment and Regulation) Act.
the firm had proposed a larger capacity but based on the previous.
production a provisional capacity of 4.200 tonnes per annum wus
agreed to, subject to re-assessment later by the Development Wing.
In reply to a question it has been stated that no other case ot pro-
visional capacity in the industrial licence seems to have been granted.

2.61. In reply to a question it has been stated that the factorv
of M/s. Standard Drum and Barrel Manufacturing Co. was inspected
on 31st August, 1954 and their capacity was fixed at 3.200 tonnes per
annum on “time and motion” study. At that time. the firm were
not licensed/registered under the Industries (Development ana
Regulation) Act, as they had been employed less than 50 workers..

Asked about the reasons for the delay of about 3 vears in-
assessing the capacity of M/s. Standard Drum and Barrel Manufac-
turing Company after the issue of a licence of provisional capactty
to the firm in 19538. it has been stated in a written note that “The
factory of M/s. Standard Drum and Barre] Manufacturing Company
was inspected for re-assessment purpose in 1961 in accordance witn
the decision taken at the inter-Ministerial meeting held on 25th
October, 1961 in which representatives of the Department of Iron
& Steel, Ministry of Commerce & Industry, and the Department of
Mines & Fuel were present. Secretary, Department of Iron & Steel
felt that the case of M/s. Standard Drum and Barrel Manufacturing
Co. who had entered into an agreement with M/s. Standard Vacuum
might be distinguished from the other cases of issue of quotas to
Government Department as users and that there appeared to be-
justification for adjusting the SPI Quota of this combanv suitably.
It was noted that they had an authorised capacity for small con-
tainers, lube oil barrels and bitumen drums. It was agreed that to-
the extent the existing plant for small containers and lube oil’
barrels could not be utilised for bitumen drum fabrication, this
fabricator would be entitled to an SPI Quota of its recognised capa-
vty. In any case it was thought quota would have to be continued
for the small containers fabricated at the Sewri Plant. It was-
decided further that the Development Wing should examine the
factual position regarding the Trombay Plant of this fabricator and’
inform the Ministry regarding the capacity for lube oil barrels for.
fabrication which could justifiably be considered as distinct fiom-
bitumen fabrication capacity.”

2.62. During evidence the Secretary, Ministry of Industrial Deve-
lopment, Internal Trade and Company Affairs admitted that “I agree-
that where a provisional licence is given, re-assessment or the eorrect:
assessment ought to have been made much quicker.”
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2.63. In a written note the Committee have been informed by
Government that “the capacity of the firm was assessed in 1961 at'
6.100 tons per annum and again reassessed at 14.538 tons per snnum-
after time and motion study of their plant and machinery. As regards
variations, the capacity of 14,538 tons represents the actual manutac-
turing capacity, taking all relevant factors into consideration, such
as state of the factory, the matters of management, improvements,
modernization and balancing additions to the plant and machinery,
benefit which was given to all the other units, whose capacities were-
assessed during the later period. The increase in capacity was
observed to have resulted because of the balancing of the bottleneck
in some oprations for which the firm had installed a few locally
available machinery and one imported machine for which they haa:
been granted import licence.” Details of such machinery are given
at Appendix—X.

2.64. In regard to import of machines, the officer ot the D.G.T.D:
in his inspection report dated 27th August, 1964, has stated that the-
firm have imported one semi-automatic body former and welder
which is installed by them recently. The above welding machine
was imported against an import licence granted by Tools Directorate.
at cif. value of Rs. 243,000 supplied by the manufacturers, M/s
National Electrical Welding Machines Co., U.S.A.

2.65. The Committee have been informed by Government that at:
the time of the 1965 inspection by D.G.T.D., M/s. Standard Drum
and Barrel Manufacturing Co. Bombay declared to have sdded the:
following machines since 1964:—

(i) Shearing Machine 1 No.
(ii) Drum welding equipment 1 No.
(iii) Circle Cutting Machine 1 No.
(iv) Head Press .. 1 No.

2.86. It has been stated that the machines at (i) to (iii) above
were already taken into account at the time of inspection of their-
factory in 1964. The only addition after the inspecton is the Head"
Press at (iv) above for replacement of the old machines. It has fur-
ther been stated that the increase in the capacity of M/s. Standard’
Drumis between 1964 and 1965 assessments is around 30 per cent..
This, it has been explained in the report of the Indu-trfal Adviser,.
is mainly due to replacement of old Head Press by a new one im--
ported by the firm against a Kipping Loan Licence.
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'2.67. Asked whether the re-assessed capacity 14,538 tonnes of
‘M/s. Standard Drum and Barrel Manufacturing Co. has been inchud-
-ed in the industrial licence of this firm, it has been stated that the
re-assessed capacities of 14,538 tonnes per annum is on the basis of
-single shift operation which has been accepted by the Government
for the purpose of raw materia’ allocation, after discussion and con-
sideration at the Inter-ministerial meeting held on the 19th June,
1964. This capacit# has not yet been endorsed on the industrial
dicence for the following reasons. “Earlier the idea had been in
the direction of re-assessing the capacities on the basis of miaximum
atilisat‘on of plant and machinery, in accordance with the instruc-
tions issued in August, 1963, bv the Government that an attempt
should be made to the extent possible to express the capacities in
industrial licences on a uniform basis, without reference to the shift
‘working. This would have to be done after consideration at Inter-
Ministerial meetings as well as in the Licensing Committee. So far
as the case of M/s. Standard Drum and Barrel Manufacturing Co. is
concerned, the assessment of 1964 was only with referene to single
shift and therefore this was accepted along with other cases of single
shift assessment in this industry, for the purpose of raw material al-
location. Question of expressing the licensed capacity suitably would
arise only when a review is made on the basis of maximum utilisa-
tion in respect of all the units.”

2.68. The important developments in regard to this firm. as re-
wvealed from the foregoing paragraphs are as follows:—

(i) In August, 1954, the firm’s capacity .was fixed =t 3,200
tonnes per annum on time and motion study. In August,
1955, the firm represented for increasing their capacity te
4,800 tonnes per annum, but their request was rejected.

(ii) In 1958, the firm applied for a carrying on business licence
for a capacity of 5400 tonnes per annum, but as it was
very much mcre than their past production till then, they
were gronted a carrying on business licence in Septem-
ber, 1958 for manufacture of barrels, drums and contain-
ers for a provisional capacity of 4.200 tonnes (3,700 tonnes
for the manufacture of 40/45 gallon barrels and the rest
for small drums). This capacity was subject to re-assess-
ment later by D.G.T.D.

«(iliy In July, 1959 the firm shifted their pmnt from Sewri to
Trombav for which approval was sought by the firm and
granted by Government.
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(iv) In November, 1961, the capacity of oil barrel plant of the
firm was re-assessed by D.G.T.D. on time and motion
study, at 6,100 tonnes per annum on single shift basis.

(v) In August, 1964, the factory of this ﬁrm‘ was inspected by
the D.G.T.D. and the capacity of the oil barrel plant was
re-assessed at 14,538 tonnes per annum of single shift
basis.

(vi) The factory was again inspected in 1965 and the re-assess-
ed capacity of the plant was indicated in the report of the
officers of D.G.T.D. as 17,900 tonnes per annum.

{vii) The licensed capacity of the firm has not been amended
to indicate the capacities re-assessed in 1961, 1964 and
1965. Raw material is, however, being allocated on pro-
rata basis of the capacity of 14,538 tonnes re-assessed in
1964. The re-assessed capacity of 17,900 tonnes indicated
in the 1965 Inspection Report has not been accepted for
purposes of raw material allocation.

(viii) The firm installed indigenous and imported machines
after 1961.

2.69. The Committee note that M/s. Standard Drum and Barrel
Manufacturing Company, Bombay was granted a licence for a pro-
visional capaeity of 4,200 tonnes per annum out of which 3,700 tonnes
per annum was recognised for the manufacture of 40/45 gallon oil
harrels. This provisional capacity which was subject to re-assess-
ment, was re-assessed in 1961 at 6,100 tonnes per annum, i.e. after a
lapse of 3 years, during which time this industry had been placed on
the banned list. Again the capacity of the firm was re-assessed in
1964 along with that of other barrel manufacturers, and was found
to have increased to 14,538 tonnes. At the re-assessment of capaci-
ties in 1965, thie capacity of the firm was found to have further in-
creased to 17,900 tonnes. Thus during the period from 1958 to 1965
the capacity of the firm for oil barrel manufacture increased from
3,700 tonnes to 17,900 tonnes i.e. an increase of about 480 per cent.
All this happened when the industry was on the banned list and no
new capacity or expansion of the old capacity could be permitted.
Aceording to the reports of the Inspecting Officers, the firm had in-
stalled both indigenous and imported machines in replacement of
old machines as well as for balancing purposes,

2.70. The Committee are unhappy at the grant of licence for a
provisional capacity to this firm in 1958 when its capacity was based
on its past performance. The Committee has been informed that

410 (aii) LS—4.
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y case where provisional capacity has been granted.
the capacity of the irm had been assessed in 1954 at 3,200
tonues enly after a Time and Motion Study. Bven if the provisional
capacity had been granted, the same should have normally beem
ﬁhﬂsed soon after 1988 but not after three years i.e. 1961 when this
indistry had been placed on the banned list. The Committee are
unable to understand how the capacity of this firm was found to
have increased so much after each assessment when every time the
assessmeiit was made on a Time and Motion Study.

2.71. The Committee feel that this abnormal expansion of capacity
by the firm is in contravention of the provisions of the Industries
(Development and Regulation) Act 1951, and therefore attracts the
penal provisions of the Act and should be dealt with accordingly.

III. M/s. Hind Galvanising and Engineering Company Private
Limited Calcutta

2.72. It has been stated by Government that “originally, M/s.
Galvanising Company, Calcutta (1926) had obtained a registration
certificate dated 31st May, 1954 for the manufacture of various items
including drums with no indication of capacities. When this com-
pany closed in 1959, their plants for the manufacture of drums other
than 4045 gallon barrels and hopes, doors and windows were sold
to M/s. Hind Galvanising and Engineering Company Private Limit-
ed, Calcutta. This registration certificate was changed from M/s.
Indian Galvanising Company to the name of M/s. Hind Galvanising
Company vide letter dated 1st April, 1959. This latter company
were further informed in letter dated 19th December, 1959 that the
registration certificate amended in their favour included only manu-
facture of drums, other than standard steel drums 40—45 gallon for
a capacity of 800 tons per quarter.

4lthough according to the registration certificate they were pre-
cluded from the manufacture of 40—45 gallon oil barrels, they re-
presented to the Ministry in July, 1962 that they had the capacity
for the manufacture of oil barrels and therefore requested the remn-
val of the ban in the registration certificate with a view to enabling
them to manufacture 40—45 standard steel barrels in their factory
with the existing plant and machinery. This was examined in con-
sultation with the D.G.T.D. and it was considered that they should
not be permitted to manufacture 40—45 gallons (the industry being
in the banned list) and further in terms of the registration certifi-
cate they were not entitled to manufacture barrels of this size. Mean-
while, the D.G.T.D. had noticed that the company had been produc-
ing 40—45 gallon barrels as reported in the SP. returns submitted
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to the D.G.T\D: When an explanation was carried for the ﬂrm had
mtedthattheyhndpurch,asedsteelfro:nfreesalemarlnet and had
actually effected supplies of these 40—45 gallon barrels to the De-
fence Department. In the same context the firm had again pleaded
for permission ta take up the manufacture of 40—45 gallon barrels.
The matter was reported by the D.G.T.D. to the Ministry in March,
1963 vide Appendix XI. The Chief Minister of West Bengal had
also in his letter dated 11th June, 1963 (Appendix XII) requested
favourable consideration of the firm’s proposal for the manufacture
of 40—45 gallon oil barrels. The matter was placed before the Min-
ister, who desired further examination with particular reference to
reported supplies of barrels to the Defence Department. Although
the matter was taken up with the D.G:S. & D. to check up about
the firm having reportedly supplied to the Defence Department; no
reply from that Department, however, was forthcoming.

Meanwhile the Minister of Supplies ordered on 8th October, 1963
(Appendix XTII) that an officer from| the D.G.T.D. should be deput-
ed to inspect the factory of M/s. Hind Galvanising and Engineering
Company (Private) Limited, Calcutta and report whether the exist-
ing plant was suitable to manufacture 40—45 gallon oil barrels or
not and also whether any balancing equipment would be required
to make it suitable for the manufacture of 46—45 gallon oil barrels.
After inspection of the plant, the Ministry was informed by the
D.G.T.D. that with the improvisation of the existing machines, it was
possible to manufacture oil barrels. It was also recommended that
the firm’s capacity for small drums which was orig‘inally fixed as

3200 tonnes be split up so that the 1,800 tonnes wias retained for
small drums and the remammg 1,600 tonnes diverted for the manu-
facture of, oil barrels. This was also approved by the Minister of
Technical Development. At the time of inspection it was also found
that the firm had installed, but not commissioned substantial addi-
tional machinery by purchasing from an established importer; it was
recommended that the capacity resulting from the instal'ation of
addjtiona] machinery in the case of this company could be consider-
ed for the assessment purpose. The total capacity thus recognised
was 6,000 tonnes for oil barréls i.e. 40—45 gallon and 1,600 tonnes for
small drums. When this recomimendation was considéréd at an in-

ter-Ministerial meeting held on the 18th June, 1964 alopg with the
other cases, it was felt that since the firm had sought permission for
setting up capacity in an industry of banned category, the proposal
.should be further examined after ascertaining the eligibility of the
firm for taking an industrial licence and the case be put up for con-
sideration of the Licensing Committee for a decision. (Appendix IV).
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In their letter dated 15th July, 1964, the firm, however, ‘intimat-
ed that their investment in land, building and machinery amounted
to less than Rs. 25 lakhs. The matter was again considered in the
Ministry vide extracts of notes at Appendix XI. As the drums were
in demand by the Defence Ministry and the oil refineries, it was de-
cided that the capacity may be regularised, as the grant of an indus-
trial licence was not involved, assets being less than Rs. 25 lakhs in
value. On the basis of this decision, D.G.T.D. indicated acceptance
of the capacity of the firm for the manufacture of oil barrels at
6,000 tonnes per annum on single shift.

During 1865 inspection, the assessment of the technical officers
revealed the capacity as 8,300 tonnes and 10,260 tonnes respectively
based upon the reports of the Development Officer and the Industrial
Adviser, respectively. These capacities have, however, not been
accepted by the Government for reasons explained earlier.”

2.73. In reply to a specific enquiry, the Committee have been in-
formed that in January, 1961 the firm had applied for a licence under
the Industries (Development and Regulation) Act for taking up the
manufacture of 40/45 gallon steel drums as a new article for a capa-
city of 12,500 tonnes per annum. This application was rejected.

2.74. In 1968, this firm had applied for the licence to import ma-
chinery for the manufacture of 40/45 gallon barrels valued at Rs. 2
lakhs. This application was also rejected.

2.75. In reply to a question it has been stated by Government that
“It is a fact that in December, 1963 M/s. Hind Galvenising and Engi-
neering Company had asked for recognition of their 40/45 gallon
lube barrels capacity at 1600 tonnes per annum, but in January, 1964
-they represented that they had the capacity of 9,000 tonnes per an-
num for the manufacture of 40/45 gallon lube barrels. The firms
capacity was fixed at 6,000 tonnes per annum”. When asked why
this firm, which had asked for a capacity 1,600 tonnes in December,
1963, had increased ‘their request to 9,000 tonnes capacity in January,
1964, the Secretary, Ministry of Industrial Development, Internal
-Trade and Company Affairs stated during evidence that “I have no
explanation for that.”.

2.76. Asked whether the registration certificate of this firm has
been amended to include the manufacture of lube barrels, it has been
.stated that the certificate has not been amended. The grant of an
industrial licence was not called for either, in view of the fixed
assets falling below Rs. 25 lakhs in value. No import of capital
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goods was sought as the firm had procured machinery through an
established importer.

2.77. In reply to a question it has been stated by Government that
the Company Law Administration has confirmed the data furnished
by the firm in their letter dated 15th July, 1964 with reference to
the value of their fixed assets being below Rs. 25 lakhs as on 30th
June, 1963. That Department has also stated that as on 30th June,
1964 the book value of the Company’s fixed asset was Rs. 17,96,685.79
only.

2.78. The Committee enquired whether the capacity of M/s. Hind
Galvanising and Engineering Company, Calcutta for the manufac-
ture of 40/45 gallons lube barrels for a capacity of 6,000 tonnes per
agnnum was assessed in August, 1964 after a proper “Time and Mo-
tion” Study of their Plant. It has been stated in reply that this capa-
city was fixed after taking into account the plant and machinery
possessed by them in comparison with equipment possessed by other
barrel manufacturers. No “Time and Motion” Study of their Plant
was made. i

2.79. On being asked whether this firm had received 18 gauge steel
sheets for the manufacture of 5/10 gallon drums during the years
1962 to 1964 and whether these steel sheets were diverted for the
manufacture of 40/45 gallon lube barrels, it has been stated in reply
that “Due to shortage of 24 to 26 gauge steel sheets during October,
1963—March, 1964 period, e special quota of 10,000 tonnes of 16 to 20
gauge steel sheets was made available for distribution to the small
drum manufacturers who could utilise the same. Along with other
manufacturers, M/s. Hind Galvanising was allocated 1,600 tonnes of
16 to 20 gauge steel sheets for this purpose. Since the special quota
of thicker gauge sheets could be utilised only by few firms, it was
decided to make adjustments for this special allocation against future
entitlements of tthe allottees. Accordingly quota for all units includ-
ing M/s. Hind Galvanising had been adjusted accordingly to their
entitlements for the period 1966-67. M/s. Hind Galvanising had
utilised sheets allotted to them for manufacturing 5/18 gallong drums
for the production of oil barrels without the prior approval of the
Government. After taking full stock of the circumstances, it was
decided to condone this irregularity.”.

2.80. The Committee have been informed by Government that the
firm stated in their letter dated 1Tth June, 1963, that 40/45 gallons
barrels had been manufactured and supplied by them to the Defence
Department and that the entire steel had been received by them
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from M/s. Amin Chand Pyarelal, fimpotters of Cilaaitta and “from
M/s. Ram Krishan Kulwant Rai importers of Caltiitta. These were
declared as free sale sheets for which no quota certificates were re-

ﬁnred for acqun'ing the said sheets imported on barter deal by
em

2,81, In reply to a question it has been stated by the Government
that it is a fact that M/s. Hind Galvanising and Engineering Com-
pany in their letter of 7th June, 1963 had stated that they had ob-
tained orders from the Defence Ministry for barrels and supplied
them. Regarding the verification of the statement of the firm it
has been stated by Government that it is stricly not necessary or
easily possible to verify the supplies made to the Defence Depart-
ment. However, an attempt was made to check the facts from the
D.G.T.D. but no information was forthcoming. In the meantime
the question of recognition of their capacity along with other barrel
manufacturers was discussed at the inter-Ministerial meeting and
necessary decision were taken.

2.82. In reply to a question the Committee have been informed
that the firm had supplied barrels during 1962 to 1964 to the parties
as shown below:

1862—M /s. Heatly Cresham IAd.
M/s. Major Chief Engineers Pvt. Dentok.
M/s. K. K. Haji.
M/s. Bhagwan Son & Co.
M/s. Chief Engineer’s Project.

1963—M/s. Chemfor Allied Pr.
M/s. Coal of India.
M/s. Shalimar Tar Products.
M/s. Indian Oil Co.
M/s. Bhagat Oil Mills.
M/s. Officers’ Command.
M/s. Potham Joseph & Sons.
M/s. Caltex (India) Ltd.

1964—M/s. Caltex (India) Ltd.
M/s. Chemfor Allied Pr.
'M/s. Color Chemical.
jM/a. Shalimar Tar.
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M/s. Indian Qil Company.
M/s. Assam Oil Co.

M/s. Victor Oil Co. (P), Ltd.
M/s. Heatly Gresham Ltd.
M/s. ESSO Standerd.

M/s. Chemical Industries.
M/s. Hindustan Lever.

M/s. ESSO Eimide.

According to the firm, they had procured necessary raw materials
against free sale from sheets imported on barter deal.

2.83. It has been stated by Government t.hat as per the licensing
provisions of the Industries (Development and Regulation) Act,
1951, permission/licence from the Government is necessary for the
manufacture of goods covered by the First Schedule to the Act, pro-
vided the case does not attract any exemption provision and is other-
wise eligible for the grant of an industrial licence.

2.84. On being asked when the'production of 40/45 gailons lube
0il barrels was first reported by the firm in their steel processing
return, it has been stated that this was done in the month of Febru-
ary, 1962. F¥From the report of the Officer of D.G.T.D. dated 26th
November, 1963, who inspected the plant and machinery of this firm,
it is noticed that the officer has observed that “they have added
following new machinery items which are exclusively meant for the
manufacture of 40/45 gallons barrels: —

(1) Longitudinal welding machine—1.

(2) Double and seaming machine—1.

(3) Beader Expander for corrugating drums—1.
(4) Power Press for Tops & Bottoms—]1.

(5) Flanging Machine—1.

These machinery are stated to have been purshased by them from
M/s. Francis Klein and Co. Pvt. Limited after April, 1962.”

2.85. It has further been stated by Government that according
to the information furnished by M/s. Hind Gelvanising and Engi-

neering Company, Calcutta at the time of 1906 Bespeefion, the follow-
ing machines were added by them:—

(i) Shearing machine—1 No.
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(ii) Air Compressor—1 No.
(iii) Stoving Tunnel—1 No.

It is added that “M/s. Hind Galvanising and Engineering Company
did not declare to have added any substantial plant and machinery
for production purposes between 1964 and 1965 assessments. It will
be recalled that the 1964 assessment of the firm's capacity was not
done on any time and motion study but was estimated on the basis
‘of machinery installed with the firm and in comparison with the
machinery installed in similar other firms.”

2.86. The Committee enquired whether any action was taken
against M/s. Hind Galvanising and Engineering Company for con-
travening the provisions of the Industries (Development and Regu-
lation) Act, 1951, it has been stated in reply that no action was taken
against the firm for the violation of the Act and if at all the action
was to be taken, it would have to be considered whether action was
possible in the circumstances and whether any exemption from tak-
ing of licence under the said Act was available to them. The
D.G.T.D. had noticed that the firm had started reporting production
of 40/45 gallon oil barrels in the production return submitted to the
D.G.T.D. from 1982, although the firm was not entitled to manufac-
ture these barrels in terms of the registration certificate held by
them. D.G.T.D made necessary enquiries and also reported the mat-
ter to the Ministry in March, 1863. When on verification it wes found
that with the improvisation of the existing machinery it was possi-
ble for the firm to manufacture oil barrels, it was decided subse-
quently to recognise the oil barrel manufacturing capacity of the
firm. The reasons were largely that these barrels were found to be
in demand during 1963-64 by the Defence Ministry and the Oil Re-
fineries. It was also pointed out in this connection that no industrial
licence was necessary in this case as the value of their fixed assets
in land, building and machinery was intimated to be less than Rs. 25
lakhs. .

2.87. Explaining the position further it was stated that registra-
tion already held by the firm was the registration certificate which
was granted under the provisions of the Industries (Development
and Regulation) Act. When it was decided to register them for a
capacity of 6,000 tonnes for oil barrels, the question of granting the
licence under the Industries (Development and Regulation) Act was
not involved as their fixed agsets were less M?Rs 25 lakhs in
value. The registration therefore for the capacity of 6,000 tonnes
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on the rolls of the D.G.T.D. was only for the purpose of raw material
assistance. The question of amending the registration certificate,
(issued under the Act earlier) would not therefore arisc. Actually
the D.G.T.D. Lhad informed the firm of their capacity of oil barrel
manufacture and it was sufficient for the purpose of recognition for
being borne on the books of the D.G.T.D. All industrial units who
are above the limit of the small scale industry and which do not
qualify for grant of industrial licence may be registered with the
D.G.T.D. for allocation of raw materials and other assistance.

2.88. To sum up the main points in regard to M/s. Hind Galvanis-
ing and Engineering Co., may be briefly stated as follows:—

(i) In 1959, this firm purchased the plant for the manufacture
of drums other than 40/45 gallon barrels from M/s, In-
dian Galvanising Co. Calcutta and the registration certifi-
cate was amended in their favour in April, 1959. In De-
cember, 1959, this firm was further informed that the re-
gistration certificate included only manufacture of drums
other than standard drums of 40/45 gallons for a capacity
of 800 tonnes per quarter.

(ii) In January, 1961, the firm applied for a licence for the
manufacture of oil barrels as a new article which was re-
jected as manufacture of 40/45 gallon barrels was on the
Banned List.

(iii) In February, 1962, the firm reported in their S.P.I. return
to the D.G.T.D. that they had been manufacturing 40/45
gallon barrels. The firm’s explanation was called and the
matter was reported to the Ministry in March, 1963. The
firm again pleaded for permission to manufacture oil bar-
rels.

(iv) In July, 1962, the firm represented to the Ministry that
they had the capacity for the manufacture of oil barrels
and requested permission to enable them to manufacture
the same. This request was also not approved.

In May)one,

(v) In , 1963, the Chief Minister of West Bengal

fwp le feag wro rs to the Minister for favourable considera-

tion of the firm’s proposal to manufacture oil barrels. In

+ion o('r .o £ h\‘(
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October, 1863, the Minister of Supplies ordered that an
officer from D.G.T.D. should be deputed to inspect the fac-
tory of the firm and report whether the existing plant was
suitable for manufacture of oil barrels or not and whether
this could be done by installing any balencing equipment.

(vi) After inspection of the plant, the D.G.T.D. informed the
Ministry that with the improvisation of the existing ma-
chines, it was possible for the firm to manufacture oil
barrels. It was recommended by the D.G.T.D. that the
firm's capacity of 3,200 tonnes for small drums be split up
into two-1,600 tonnes for small drums and 1,600 tonnes for
oil barrels. This was approved by the Minister of Tech-
nical Development.

The Inspection Report of D.G.T.D. had indicated the installa-
tion of substantial additional machinery for the manufac-
ture of oil barrels by the firm by purchasing from an
established importer. The capacity resulting {from the
additional machinery was considered for assessment pur-
poses by the D.G.T.D. and the capacity was recommended
to be recognised at 6000 tonnes for oil barrels and 1,600
tonnes for small drums. No time and motion study of the
plant was made.

(vii) In 1963, the firm applied for a licence to import machin.
ery for the manufacture of oil barrels which was rejected.

(viii) Tn December, 1963, the firm asked for recognition of oil
barrel manufacturing capacity at 1,600 tonnes per annum
but in January, 1964, it represented that it had a capacity
of 9,000 tonnes per annum.

(ix) During October, 1963—March, 1964, the firm was given a
special quota of 1,600 tonnes of 16 to 20 gauge steel sheets
for production of 5/10 gallon drum. but the firm utilicrAd
the same for the manufacture of 40/45 gallon oil barrels
without prior approval of Government. This irregularity
was condoned by Government.

(x) In June, 1963, the firm claimed to have manufactured and
supplied oil barrels to Defence Department which was not
corroborated by the representative of the Ministry of
Defence. af Vth gune,

(xi) Tn the inter-Ministerial meeting June, 1964 when
the recommendation of the D.G.T.D. for recognising the

B (,) "f/_-D . 'fm Té(CL'f)EM
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capacity of this firm “for the manulctube of oil bartels
was considered, it was decided to put up ‘the case for the
‘consideration of ‘the Li¢ensing ‘Comiittee .'In July, 1964,
the firm intimated that their inveéstment in land, building
and machinery was léss than Rs.'25 lakhs. It was, there-
fore, decided by Government that the capacity of the firm
may be recognised and that no licence therefor was neces-
sary. D.G.T.D. indicated acceptance of the capacity of the
firm for manufacture of oil barrels at 6,000 tonnes per an-
num on single shift basis.

(xii) During the 1965 Inspection the capacity of the firm was
assessed at 10260 tonnes per annum. This capacity has
not yet been recognised by Government.

(xiii) The registration certificate of the firm has not yet been
amented to include manufacture of oil barrels.

2.89. The Committee are perturbed to note that M/s. Hind Gal-
vanising and Engineering Company, which was registered for the
manufacture of small drums, has been recognised for the manufac-
ture of oil barrels since 1964 for a capacity of 6,000 tonnes without
a time and motion study although this industry has been on the
banned list since 1960. The capacity of this firm has been found to
have increased from 6000 tonnes in 1964 to 10260 tonnes during the
assessment of 1965 i.e. by about 70 per cent during one year. It is
also significant to note that although in December, 1963, this firm ap-
plied for a capacity of 1600 tonnes for the manufacture of oil barrels
but in January, 1964, it requested for a capacity of 9,000 tonnes. The
Cemmittee note that this firm tried for a licence for the manufacture
of oil barrels in 1961 and for the import of machinery for the same
purpose in 1963. Having failed in its attempt to secure the necessary
licences from the Government to set up the oil barrel plant, the firm
appears to have gone ahead with the setting up of such a plant by
installing substantial additional machinery for the manufacture of
oil barrels by purchasing the same from an established importer and
by producing oil barrels in February, 1962 and supplying the same
to various customers.

2.90. The Committee are, however, concerned that the Govern-
ment should have inspected the factory of this firm to assess their
capacity for the manufacture of oil barrels in 1983 and recognised
the same in 1964 under the plea that the assets of the firm were less
than Rs. 25 lakhs. The Committee feel that the setting up of an
industry, in the medium sector, which is on the banned list'in the
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large scale sector, amounts to circumventing the Industries (Deve-
lopment and Regulation) Act, 1951 and the Rules made thereunder
an‘d does not appear to be permissible. In the opinion of the Com-
mittee, this firm has contravened the provisions of the Industries

(De.velopment and Regulation) Act, 1951 and has committed the fol-
lowing irregularities:—

(i) it installed additional machinery for the manufacture of

oil barrels by purchasing the same from established im-
porters without prior approval of Government.

(i) it started manufacture of oil barrels—a new article with-
out prior approval of Government in 1962.

(iii) it utilised the quota of 16 to 25 gauge steel sheets given
to it in 1963-64 for the manufacture of oil barrels instead
of small drums without Government’s approval.

(iv) it claimed to have supplied oil barrels to Defence Depart-
ment which was not corroborated by Defence authorities.

(v) It increased its capacity for the manufacture of oil barrels
by about 70 per cent between 1964 and 1965 without Gov-
ernment’s approval.

2.91. The Committee feel that the above irregularities of this firm
would attract the penal provisions of the Industries (Development

and Regulation) Act, 1951, and recommend that action may be taken
accordingly.

IV. M/s. Industrial Containers Ltd., Calcutta.

2.92. It has been stated by Government that this firm was licens-
ed on 3rd March, 1859 for the manufacture of 6,000 tonnes per annum
of steel drums and as per the assessment of capacity during 1963-64,
their capacity for the manufacture of oil barrels was fixed at 7,900
tonnes per annum on single shift. The capacity of this factory on
the basis of 1965 inspection was 11,000 tonnes on single shift. This
latter capacity has, however, not been accepted by the Government.

V. M/s. Steel Containers Ltd., Bombay.

\

2.93. This firm was granted an industrial licence on 18th March,
1959 for the manufacture of 5,860 tonnes of standard steel drums
per annum on single shift. As a result of assessment during 1963-64,
their capacity for the manufacture of oil barrels was fixed at 8,300
tonnes per annum on single shift. On the basis of 1865 inspection
the capacity on single shift worked out to 8,300 tonnes per annum
as per the Development Officer’s report and 9,450 tonnes as per the
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Industrial Adviser’s report, the two assessments having been made
on 2l1st July, 1965 and 4th September, 1965 respectively. These
capacities have not, however, been accepted by the Government.

2.94 The Committee have been informed that according to the
information furnished by M/s. Industrial Containers, Calcutta at the

time of the 1965 Inspection, they had added the following machin-
ery:—

(i) Double sided double ended

edge grinder .. 1 No. Local manu-
facture.

(i) Drum revolver with 3 gas .
burners .. 1 No. =G

(ili) Air tunnel powered by high
speed propeller fan .. 1 No.

(iv) 10 KVA spot welder .. 1 No.

2.95. The firm had further declared that one additional electro-
nically controlled body seam welding machine, one corrugating
machine and one double ended double seaming machines were being
procured by them against the licences issued under First and Second
Kipping Loans during 1964 and 1965 respectively for balancing etc.
They had stated that with the installation of these additional equip-
ment and modification of painting booth and infrared oven, the over-
all output of the plant would increase.

2.96. It has further been stated by Government that “in the case
.of M/s. Industrial Containers, Calcutta, the increase in capacity
noticed between the two assessments is about 35 per ccnt. This
increase, although no major production equipment was added by
them as will be seen from the particulars mentioned above, might
have resulted due to changeover from manual to pheumatic opera-
tions, automisation of some of the machines already installed, im-
proved performance by labour through better material handling
system and elimination of stoppages and breakages, better planning
and periodic maintenance. It will be noted that the firm had been
given some licences against the Kipping Loans for import of some of
the machinery for replacement and balancing purposes; which when
installed are expected to increase their capacity by about 20 per
cent over their 1964 Assessment”.
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2.97. As regards M/s. Steel Containers Limited Bombay it has
been stated by Government that they declared no additions to their
plant and machinery since 1964. Increase: in the capacity of M/s.
Steel Containers, Bombay is only marginal, being of the order of
about 10—12 per cent and might have been achieved due to the rea-
sons stated above as in the case of M/s. Indian Containers Ltd. Cal-
cutta and others.

2.98. The Committee note that the capacity of M/s. Industrial
Containers, Calcutta which was licensed for 6,000 tonnes in 1959, was
assessed at 7,900 tonnes in 1964 and at 11,000 tonnes in 1965 i.e. an
overall increase of over 60 per cent over their licensed capacity. The
increase in the capacity of both these firms obviously amounts to
substantial expansion which appears to have been effected without
prior approval of Government. These cases would therefore also
appear to attract the pemnal provisions of the Industries (Develop-
ment and Regulation) Act, 1951,

G. Allocation of raw material to the Barrel Fabricators

2.99. As has already been stated, oil barrels of 40/45 gallon capa-
city are manufactured out of 18 G steel sheets. These sheets are
praduced indigenously by the Rourkela Plant of the Hindustan Steel
Limlited and by the Indian Iron and Steel Company. These steel
sheets are generally in short supply and are allocated to the barrel
fabricators by the D.G.T.D. from S.P.I. Quota.

2.100. It has been stated by Government that “allocation of raw
material to the barrel industry, which is a steel consumijng in-
dustry, has all along been made on the basis of assessed capacity and

* not licensed capacity. As a matter of fact, allocation of steel ex-
S.P.I. Quota to the steel processing industry was being made on the
basis of assessed capacity (steel consumption capacity) since the
introduction of the steel control in 1946-47. Although the concept
of the licensed capacity came into vogue only after the coming into
force of the Industries (Development and Regulation) Act, 1951, the
assessed capacities, namely the steel consumption capacity continu-
ed to be the basis for allocation of raw material. “It has been fur-
ther stated that the assessed capacity are worked out on the basis of
capacity actually installed, production performance, as well as the
efficiency of the machines, the method of management etc. The
licensed capacity indicated in the licence is no doubt the capacity
granted to them under the Industries (Development and Regula-
tion) Act, 1951 but the allocation of raw material would still he
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guided by the extent to which the party in question is able to estab-
lish the capacity after the installation of equipment etc. In terms
of the Rules framed under the Industries (Development and Regu-
lation) Act, the units registered or licensed, are eligible for assist-
ance from the Central Government in the form of scarce raw mate-
rial etc. In the normal course such assistance would have to be
related to the licensed capacity if such a capacity has actually been
established by the party. However, in the case of steel consuming
units. which have been in existence long before the coming into
force of the Industries (Development and Regulation) Act, the basis
was the assessed capacity and the same had to continue even after
licensed capacity came in for the purpose of raw material allocation.

2.101. As far as the barrel industry is concerned allocation of
steel sheets has always been made on the basis of single shift assessed
capacity without reference to licensed capacity.

2.102. Asked whether there are any other industries in which raw
material is being allocated on the basis of assessed capacities, it has
been stated in reply that “except for the steel processing industry
in which assessed capacity has been accepted as the basis for raw
material allocation, the pattern of assistance in the case of others
has been of a varying nature as assistance in the form of raw mate-
rial imported or indigenous is very often based on the pmoduction
achieved by the units in question. availability of foreign exchange,
capacity installed by the units. ete.”

2.103. A statement indicating the licensed capacity and assessed
capacity of each firm manufacturing 40/45 gallon barrels and allot-
ment of 18 G. steel sheets to them since 1960-61 is given at Appen-
dix XIV.

2.104. It will be seen from the statement that allocation of steel
sheets ex-S.P.I. Quota between the years, 1960-61 to 1963-64, as per-
centage of assessed capacity, ranged between 68.6 per cent to about
100 per cemt. It declined thereafter and was about 13 per cent. in
196667. During evidence it has been stated that the “allocations are
smaller than assessed capacity because the availability of steel was
less than the capacity that was there.” It has further been stated
by the Ministry in a written note that the allocation of steel sheets
has been made to all the fabricators on the basis of single shift assess-
ed capacity without reference to licensed capacity on pro-rata basis.
In the case of fabricators, except M/s. Bharat Barrel and Drum Manu-
facturing Company, the assessed capacities and licensed capacities
were more or less the same till 1963-64, that is, prior to reassessment.
But in the case of M/s. Bharat Barrel and Drum Company, the assess-
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-ed capacity was only 18,000 tonnes per annum for steel allocation,
whereas the licensed capacity was indicated as 27,000 tonnes per an-
num, In 1959-60 when this firm received import licence for plant
-and equipment to replace and modernise their Bombay fagtory and
-also obtain expansion licence dated the 20th July, 1960 as amended
‘on the 5th June, 1961, it was stipulated by the Government and ac-
ccepted by the firm that existing S.P.I. capacity in tons would not be
altered.

2.105. Asked to what extent the requirements of the oil compan-
ies in respect of lube barrels have been met since 1960-61, it has been
stated in reply that according to the Ministry of Petroleum and Che-
micals, the requirements of the oil industry were being reasonably
met in full up to 1963. Thereafter according to them the position has
'deteriorated and only 60 to 70 per cent of the full requirements of
‘the new barrels had been met every year. Asked further as to whe-
ther the requirements of oil companies in respect of lube barrels are
‘assessed and taken into account at the time of allotment of 18 G.
sheets to the fabricators, it has been stated that the requirements cf
oil cempanies in respect of lube barrels were not being assessed and
‘taken into account at the time of allotment of 18 G. steel sheets out
‘of the S.P.I. Quota to barrel fabricators because this quota has all
:along been allotted according to the assessed capacities of the fab-
ricators on a single shift basis—available steel being distributed pro-
'rata to the assessed capacities.

2.106. While invi'ting memorandum from the Oil Companies the
‘Committee enquired whether they found the existing arrangements
‘in regard to the supply of oil barrels satisfactory. The views of
the Oil Companies in this matter as expressed in their respective
.memorandum are given below:

A. Oil Companies

1. Indian Oil Corporation Limited

2.107. The Committee have been informed that “Indian Oil Cor-
‘poration’s actual purchase of new barrels vis-a-vis its requirement
from 1965 to 1967 are shown below:

18 Gauge Barrels

Approximate Purchase Actual percen-

Year requirement of new tage of availa-
of new barrels bility to
barrels requirements

1965 . . . 2,50,000 2,00,980 80Y%,

1966 . . . . 3,75,000 2,21,8000 59%
1967 . . . . 6,00,000 3,86,263  64°5Y,
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The source of supply of new barrels has been the followng
fabricators:

(1) M|s. Industrial Containers Ltd.

(2) M]s. Steel Containers Ltd.

(3) M|s. Standard Drum & Barrel Mfg. Co.
(4) M|s. Bharat Barrel & Drum Mfg. Co.
(5) M|s. Petroleum Barrels Pvt. Ltd.

(6) M|s. Hind Galvanising Co. Pvt. Ltd.
(7) M|s. Ordnance Factory, Bhusawal.

Difficulties have been experienced in getting supplies even to
the extent of contracted quantities. This difficulty has arisen owing
to 'a general short availability of 18 gauge steel, with the supply
position sometimes becoming acute. .. ... For barrels, however, even
though the oil companies require the substantial bulk of the manu-
factured barrels, they do not have any say in the matter of alloca-
tion of raw material. The existing arrangements for fabrication-of
barrels, are therefore, unsatisfactory.”

IL Caltexr (India) Limited

2.108. The Committee have been informed that “Our annual re-

quirements of 18 Gauge Lube Oil/Grease Drums have been as
under:—

1963 . 2,61,400
1964 2,72,200
1965 2,58,900
1966 2,59,800
1967 .. 2,59,800

We have been obtaining our requirements of 18 Gauge barrels
through the following suppliers, ex Bombay/Calcutta:

(1) M/s. Bharat Barrel & Drum Mfg. Co., Bombay.
(2) M/s. Standard Drum & Barrel Mfg. Co., Bombay.
(3) M/s. Steel Containers Ltd., Bombay.

(4) M/s. Bharat Barrel & Drum Mig. Co. Calcutta.
(5) M/s. Hind Galvanising & Engineering Co., Calcutta,

(6) M/s. Industrial Containers, Calcutta.
410 (aii) LS—5.
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Against our Annual requirements stated above, we were able
to obtain only 50 to 60 per cent from the various drum fabricators
on whom we placed orders from time to time. Balance was made up
by using second-hand drums purchased in the open market/and by
bulk transfer when second-hand drums were not available. Use of
second-hand drums was resorted to at the risk of loss of product
through leakage, dissatisfaction from customers, and paying a very
heavy price for the second-hand drums which, at times, was almost
equivalent to the price of new drums. When it was not possible
to procure enough second-hand drums lube oil was despatched from
Bombay and Calcutta in tank wagons and tank-lorries etc. to far
off places like Madras, Delhi Cochin etc. then “packaging” same in
second-hand barrels procured locally at the destination points.
Second-hand drums were also procured from all over the country
like Cochin, Madras and Delhi and shipped to Bombay or Calcutta,
where they were reconditioned and used for filling lube oil. This
process had invariably resulted in our incurring expenditure more
than the cost of new drums. These second-hand drums also proved
to be unsatisfactory since these drums reached destinations in leaky
condition resulting in loss of product and consequent loss of valua-
ble foreign exchange...... Since 18 gauge steel is always in short
supply, we have been reluctantly compelled to agree to whatever
price each fabricator demanded. In Bombay, one fabricator wviz.
M/s. Bharat Barrel & Drum Manufacturing Co. Pvt. Ltd. has beerr
charging a higher price compared to other fabricators, although the
quality of the drum is the same as that of other fabricators. As
this fabricator obtains almost 50 per cent of the steel allotted, we

have been compelled to accept drums from them even at the higher
price.

Before decontrol of steel, we were getting details from fabrica-
tors on the quantity of steel received by them and the barrels they
manufactured for the oil companies out of this gquantity...... How-
ever, after decontrol of steel, we are getting no information from
most of the barrel fabricators who feel they are not obliged to give
this information. If the present method of allotting steel direct to
fabricators has to be continued, it should be made obligatory on them
to furnish the information to Steel Ministry of P. & C. Ministrv
regarding the utilisation of steel in order to ensure that steel allotted
is utilised for the purpose for which the allotment is made.”

1I1.—ESSO Standard Eastern, Inc.

2.109. The Committee have been informed that “For several years
now, the Oil Industry has suffered from short supply of lube barrels.
Shipments of steel by Hindustan Steel Ltd., and Indian Iron and
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Steel Company have never been regular and in the required or
promised quantities. Barrel fabricators, who are the quota holders,
find themselves hepless in dealing with the Steel Mills or with the
Government Agencies involved and it, therefore, frequently becomes
necessary for the Oil Companies (even though they are not quota
holders) to step in and request the Petroleum and Chemicals
Ministry to intervene. It frequently becomes necessary for mem-
bers of the Oil Industry to lead deputations to the Petroleum and
Chemicals Ministry, Iron and Steel Ministry, DK.T.D., Iron and
Steel Controller, Joint Plant Committee and the Steel Mills, when-
ever crises in steel supplies develop. The current situation is that
the steel supply position has deteriorated and barrel industry snd
consequently the Oil Industry are always in a state of continuing
crisis. Since steel has always been in short supply, unscrupulous
fabricators have occasionally taken advantage of critical
situations and it is reported that some portion of the steel
intended for the Oil Industry has either been sold in the
open market or converted into barrels and sold at exhorbitant
prices to consumers other than the QOil Industry. The sponsoring
authority for the fabricators is the D.G.T.D. but it is apparent that
this authority has not been able to exercise any control on the
effective utilisation and accountability of the steel supplied to the
fabricators for exclusive use for barrels for the Oil Industry. Since
decontrol of steel in 1967 the barrel fabricators have stopped sub-
mitting returns of steel receipts/utilisation to the Oil Industry with
the result that the Oil Companies have since remained completely
in the dark with regard to the flow of steel and its utilisation.
Because steel is always in short supply, fabricators are in a position
to dictate terms and the benefit of competition among the fabrica-
tors is therefore lost.”

IV.—Burmah Shell

2.110. The Committee have been informed that “Our annual con-
sumption of 18 Gauge Oil Barrels since 1963 has been approximately
as under: .

1963—6,31,100
1964—17,26,500
1965—6,52,200
1966—5,39,400
1967—5,44,900.
During these years we have been obtaining the bulk of our local
requirements of 18 Gauge barrels from the following sources:
(1) M/s. Steel Containers Ltd., Bombay.
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(2) M/s. Bharat Barrel & Mfg. Co., Bombay.
(3) M/s. Standard Drum & Barrel Mig. Co., Bombay.
(4) M/s. Hind Galvanising & Engineering Co., Calcutta.
(5) M/s. Industrial Containers, Calcutta.
(6) M/s. Bharat Barrel & Drum Mfg. Co., Calcutta.

We have experienced constant difficulty in procuring our full
requirements of barrels at reasonable prices. Occasion have been
many when we have had to restrict lubricant supplies in barrels due
to limited availability of empty drums. With the hope ensuring re-
gular uninterrupted supplies, in 1965, we entered into a long-term
contract with one of the barrel fabricators M/s. Bharat Barrel &
Drum Mig. Co., Bombay for the supply of a part of our require-
ments upto a minimum of 3 lakh barrels per annum during the years
1966—70. Despite this agreement the supplier has delivered to us
only 1955500 barrels in 1966 against our indent for 3,37,700. 1In
1967, the receipts were 1,64,200 against an indent for 4,99,500. The
actual consumption figures quoted above represent about 60-70 per
cent of our full requirements. We endeavoured to make up the short-
fall by resorting to the use of second-hand drums and bulk despat-
ches of lubricants in rail wagons and road lorries. Both these ex-
pedients have their limitations; we have found it difficult to obtain
in adequate quantities sound second-hand barrels of acceptable
quality, notwithstanding the high prices we are required to pay.
Bulk despatches have also been found to be not wholly satisfactory
as they involve operational difficulties at the receiving end and it is
difficult to exercise strict checks/safeguards on prcduct quality/
contamination.... With the availability continually falling short
of demand it has been a ‘seller's market’ for barrels throughout this
period and we have found it virtually impossible to negotiate prices
with the fabricators in a normal commercial manner. We have been
reluctantly compelled to accept whatever price each fabricator chose
to charge from time to time depending upon the urgency of our need
and the quantities we could offer. We have over the years help-
lessly watched the steady upward spiralling of prices from about
Rs. 37 in 1963 to about Rs. 55 per barrel today, an increase of almost
47 per cent in 5 years.... The existing arrangements for the supply
of drum steel and barrels are far from satisfactory.”

As regards the system of allocation of raw material i.e.
18 G sheet for manufacture of 40|45 gallon oil barrels the fabricators
have in their memorandum stated as follows:—

B. Barrel Fabricators
1. M/s. Bharat Barrel and Drum Manufacturing Company
2.111. The Committee have been informed that “Originally the
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licensed capacities of the vé_rious fabricators for manufacture of
40|45 gallon lube barrels were as under which still continue:

Name of the Fabricator Licensed Capacity Remarks

Bharat Barrel & Drum Mfg. 27,000 tonnes on Prior to 1964-65
Co., Bombay. the basis of one allocations were
shift. made on the basis
of 18,000 Tonnes
only i.e, 66-2/39%
of the licensed ca-

pacity.

Stecl Containers Ltd., Bombay 5,860 Tonnes onthe Prior to 1964-65 allo-
basis of ofie shift. = cations were made

on the basis of 1009,

of the licensed ca-

pacity.
Industrial Containers Ltd., 6,000 Tonnes on the Do.
Calcutta. basis of one shift.
Standard Drum & Barrel Mfg. 3,700 Tonnes on the Do.
Co., Bombay. basis of one shift.
Assam Oil Co., Digboi . 3,080 Tonnes on the Do.

basis of one shift.

No allotment of steel sheets prior to 1964-65 was made to us for
our Calcutta Factory.

It would be evident from the above statement that though other
fabricators received allocations on the basis of 100 per cent of their
licensed capacities we received allocations only on the basis of
66-2/3 per cent of licensed capacity at Bombay and we were given
to understand that the same was because of the shortage of steel
sheets.”

II. M/s. Hind Galvanising & Engineering Company

2.112. The Committee have been informed that “The acute shor-
tage of drum steel is the main problem of the Industry. Since it is
the major raw material for drums, it should only be allocated to fab-
ricators and not to Oil Companies...... In this way the Oil Com-
panies would not have an undesirable control over the fabricators. ..
We also feel that our normal industrial growth is badly retarded
because of the almost monopolistic percentage of recognised capa-
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city held by one of the fabricators, against which they receive pro-
portionate quantities of the meagre steel available to the Industry.
Since all the fabricators have excessive jdle capacity a levelling-off
of their recognised capacities, for the purpose of steel supplies,
should now be considered so that, with the resultant parity of steel
supplies, each Febricator would have an opportunity of conducting
kis business on merit and goodwill instead of on a rationing system
based on an inflexible pro rata share of steel.”

III. Standard Drum & Barrel Manufacturing Company.

2.113. The Committee have been informed that “As 18 gauge steel
is extremely in short supply we are in consequence put to unmerited
hardship. We have not created additional capacity nor have we got
benefit of any ‘re-assessment’, the first assessment of our capacity
promised in 1958 was made in 1984, i.e., after a lapse of six years
causing heavy financial losses to us due to inadequate quotas of raw
material on the basis of the very low provisionally fixed capacity
of 1858."

2.114. It has been suggested to the Committee by the oil com-
panies that allocation of steel sheets be made directly in the name
of oil companies instead of to the barrel fabricators so that the oil
companies can in turn offer required quantities of steel to
the fabricators, fixing fabricating charges. In this connection the
Committee enquired whether steel sheets for the manufacture of the
bitumen drums are allocated to the consumer oil companies and if
50, what were the reasons therefor. It has been stated in reply that
steel sheets for the manufacture of bitumen drums are allotted to the
oil companies, as these drums have no other use except for packing
bitumen as and when refinery starts producing this product. This
present practice of giving sheets to oil industry is followed as this
also ensures utilisation of scarce item for the purpose for which
it is intended. The Committee have been informed that no com-
plaint has been received regarding misuse of raw material by the
oil companies.

2.115. Asked as to when the policy regarding supplying steel
sheets for manufacturing bitumen drums to the oil companies was
first decided by Government, it has been stated that “in the year
1955 M/s. Burmah Shell Refineries started manufacturing bitumen
with the Bitumen Drum Plant of their own. The requirement of
bitumen drum sheets by the refineries was being sponsored by the
administrative Ministry of this Industry which is now the Ministry
of Petroleum and Chemicals. M/s. ESSO Refinery in 1959 entered
into a contract with M/s. Standard Drum and Barrel Manufacturing
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Co., Bombay for getting their bitumen drum fabricated by locating
the drum plant near the premises of their Refinery when they were
allowed to produce bitumen. The bitumen drum sheet require-
ment was being arranged by the administrative Ministry of the oil
igdustry for the Refinery. This practice is being followed since
then.”

2.116. The Committee enquired whether the suggestion of the oil
companies for allocation of steel sheets direct to the 011 Companies
‘was considered by Government. It was stated by the representative
of the Ministry of Petroleum & Chemicals during evidence that “in
the year 1966 when the joint industries came to us and we todk up
the matter with the Ministry of Industry and in association with
the D.G.T.D., a decisian was taken, I think, in 1967, that for a period
of one year on trial basis, steel will be allocated to the Oil industry,
i.e. 0il companies and they in turn will allocate those to the fabri-
caters of their chaice. As soon as this was done, the Bharat Barrel
Co. filed a writ petition in the Delhi High Court and the case has
‘been still sub judice.......... We are now under an injunction not
to distribute the steel as per the decision taken in the inter-Minis-
terial meeting last year.”

It was further stated by the witness that oil campanies did feel
that giving the steel to the fabricators alone literallv meant an in-
crease in the price of drums. This is why, this decision was taken at
an inter-Ministerial meeting held in 1966 between the Ministry of
Industrial Development, Internal Trade & Company Affairs, the
Ministry of Petroleum & Chemicals and the Department of Iron &
Steel.

2.117. In this connection the Secretary, Ministry of Industrial
Development, Internal Trade and Company Affairs further stated
during evidence that “whether scarce material should be allotted to
actual user or allotted to fabricator of that material is a difficult
question. It is not easy to take a very clear-cut decision on this.
If you allot to actual user, actual user becomes in a commanding
position and he will perhaps dictate to whom he will give his order
and what sort of prices these fellows must pay. On the other hand
if you give it to fabricator then the actual user is at the mercy of
the fabricator. This is not an easy matter to decide. In the case
of loose barrels we take the view that it will be advantageous to
give it to the actual user.” ‘

9.118. The Committee enquired whether any control over the

price of lube barrels supplied by the fabricators to the oil companies
-was exercise by Government. The Secretary, Ministry of Indus-
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trial Development, Internal Trade and Company Affairs stated
during evidence that “there is no Government control.”” In reply to
another question it was added that in the production returns the
fabricators are not required to specify the names of the customers.

2.119. The Committee note that ever since the introduction of steel
control in 1946-67, allocation of steel sheets ex-S.P.I. quota is being
made to the barrel fabricators on the basis of assessed capacity. This
practice is stated to have been followed in the steel processing indus-
try only. The Committee consider that after the application of the
Industries (Development and Regulation) Act, 1951, to the drum and
barrel industry, allocation of raw material to this industry should
have been made on the basis of assessed capacity, subject to a maxi-
mum admissible on the licensed capacity of the units. In the opinion
of the Committee, the allocation of steel sheets on the basis of
assessed capacity which is more than the licensed capacity in this
industry, has been mainly responsible for irregular expansion of
capacities by the various barrel fabricators. The Committee recom-
mend that immediate steps should be taken to limit the allocation
of raw material in this industry upto the licensed capacities of the
units. The Committee feel that this will have a salutary effect om
the barrel fabricators not to indulge in mal-practices.

2.120. The Committee note that the oil barrel requirements of oil
companies, who are their main users, are met to the extent of about
60 per cent due to the shortage of steel sheets in the country. The
balance of requirements are stated to be met by the oil companies
by using second-hand drums which, apart from payment of higher
prices, results in loss of products through leakage, dissatisfaction of
customers, etc. The shortage of steel sheets has also resulted in the
charging of high prices for oil barrels by the fabricators from the
oil companies. The Committee in para 4.4 of their Eighty-sixth
Report on the Ministry of Petroleum and Chemicals—Purchase of
oil barrels by 1.0.C. during 1966 against Tender No. OP/TEN-7/65,
have already commented on the existence of unutilised capacity
in the Hindustan Steel Limited on the one hand and shortage of
steel sheets in the country on the other and have recommended the
need to step up the production of steel sheets in the country.

The Committee further recommend that till the shortage of steel
sheets continues, the question of allocation of steel sheets to the oil
companies vis-a-vis the barrel fabricators, may be reconsidered by
Government in all its aspect and in consultation with the Ministry
of Law in view of the pending Court case in this regard. In this
connection the point to be considered is that the oil barrels are
mainly required by the oil companies and have a vital bearing on
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the working of their plants. Thus whatever arrangement is finally
decided upon by the Government in this regard, should be such as
would ensure that the barrels are supplied by the fabricators to the
oil companies on reasonable rates, in required quantities and in time

so as to ensure uninterrupted supplies to the ultimate users of lube
oil.

2.121. The Committee are unhappy to note that the Ministry of
Industrial Development and Company Affairs have not thought of
exercising any control over the price of lube barrels supplied by
fabricators to the oil companies which has resulted in great hard-
ship to the oil companies. They feel that if scarce raw material
is allocated to the fabricators by D.G.T.D. and is supplied to them,
at the prescribed rates by the steel companies, there should be a
corresponding obligation on them to supply their products to the oil
‘companies on reasonable rates. The Committee suggest that the
Ministry of Industrial Development and Company Affairs may con-
sider this matter and take an early decision.

2.122. The Committee note that after the decontrol of steel, the
barrel fabricators are not furnishing the oil companies information
regarding the quantity of steel sheets received by them and the oil
barrels manufactured for the oil companies out of this quantity.
They have been informed that in the production returns, submitted
by the oil fabricators to the D.G.T.D., the fabricators are not requir-
ed to specify the names of customers to whom the barrels are sup-
plied by them. The Committee feel that since the stecl sheets are
scarce items and are allocated to the oil fabricators for supplying
barrels to the oil industry who are their main consumers, it should
be made obligatory on the fabricators to indicate in their production
returns, the quantity of steel sheets received by them, the number of
oil barrels produced, the names of customers to whom the oil barrels
have been sold so as to ensure that the steel sheeets have been
utilised by the fabricators for the purpose for which the allocations
had been made. The Oil Companies should simultaneously be
required to furnish information regarding the oil barrels received by
them from the fabricators so as to verify the correctness of the
information furnished by the fabricators. The Committee would

like the D.G.T.D. to critically scrutinise the returns before allocat-
ing steel sheets for the rest quarter.



CHAPTER I

‘SETTING UP OF A DRUM AND BARREL MANU¥YACTURING
WUNIT IN THE SMALL SCALE SECTOR AT VISAKHAPATNAM

3.1. In his letter of 290th February, 1968, Shri Madhu Limaye, M.P.
ihas stated that new capacity has been created in the Drum and
Barrel Industry at Visakhapatnam and that the unit belongs to M/s.
‘Hind Galvanising and Engineering Co. (Pvt.) Ltd, Calcutta. The
Committee enquired whether any new unit for the manufacture of
drums and barrels had been set up by M/s. Hind Galvanising and
‘Engineering Co. at Visakhapatnam after this industry was banned
in 1960. In reply it has been stated by Government that M/s. Hind
«Containers (P) ‘Ltd. ‘have set up a small scale industrial unit at
Visakhapatnam to manufacture drums and barrels under the Diree-
torate of Industries, Andhra Pradesh. During evidence, the official
representative stated that “This unit is reported to be an assocfate
~company of M/s. Hind Galvanising and Engineering Co. Ltd., Cul-
cutta. The following are the Directors of M/s. Hiid Containers,
“Visakhapatnam:—

1. Shri A. K. Khaitan, 96, Garden Reach Road, Calcutta.

2. Shri L. K. Khaitan, 96, Garden Reach Road, Calcutta.
3. Shri P. K. Jarodia. 15, Mandeville Gardens, Calcutta.
4

Shri H. G. O’Neill, 2, Russell Street, Calcutta.”

3.2. The Committee have been informed that the value of the
plant and machinery installed by M/s. Hind Containers (P) Ltd. at
the Visakhapatnam factory is valued at Rs. 4,43,933.50 i.e. far below
Rs. 75 lakhs. This unit is stated to have started production in 1967.
From November 1967 to July, 1968, it has manufactured 1,71,114
Asphalt drums. The firm is stated to have applied to the Director
of Industries, Hyderabad, for recognition of their capacity as
‘follows:—

Various types of drums--1000 Nos. per day per shift.
Barrels—400 Nos. per day per shift.

3.3. Asked about the reasons for allowing the setting up of this
industry in the small scale sector, it has been stated that M/s. Hind
Containers have been given a small scale industries registration
certificate because the firm is getting raw material required for pro-
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duction of drums and barrels from M/s. Caltex India Private Limited,
Visakhapatnam, who are also the sole consumers of these products.
Since the raw materials in this case are provided by the ultimate
consumers themselves and there is no unit of this type in that State
the Director of Industries, Andhra Pradesh did not want to stand

in the way of this industry coming up.

3.4. The Committee enquired whether it was within the know-
ledge of the Ministry or of the Devélopment Commissioner, Small
Scale Industries that such a unit had been set up at Visakhapat-
nam. The Secretary, Ministry of Industrial Development, Internal
Trade and Company Affairs statéed in evidence:

“we did not know very much about the existence of Hind
Containers Ltd., because it is in the small scale industry
for which the Director of Industries, Andhra Pradesh is
responsible It was only after all these queries in the
questionnaire came that we made some inquiries and knew
that this industry had been set up. It is anly recently
that we have discovered that some of the Directors are

common............

3.5. It was also brought to the notice of the Committee by M/s.
Hind Galvanising and Engineering Co. Pvt. Ltd, that another com-
pany called Vijva Industry was trying to establish a small scale
plant in Madras and suggested that they should be stopped through
the Director of Industries, Madras. In this connection, the Com-
mittee have been informed as under: —

“Director of Industries, Madras has intimated that there is
no unit by name Vijya Industries set up in the small scale
industries Madras to manufacture drums and barrels, but
there is a unit by name Pankaj Iron & Steel Works, 643,
Tiruvottiyur High Road, Madras 21 which is an associate
of M/s. Vijya Industries of Bombay. This unit was set
up in the year 1967 and wo=: also r~gistered with the
Director of Industries. The unit is fullv equipped to
manufacture 23 gauge containers and their capacity has
been assessed at 1,000 drums per day of two shifts. The
unit came up of its own and has not received any assist-
ance from the State Director of Industries.”

3.6. The Committee enquired whether it was permissible to set
up capacity in the small scale sector in respect of those industries
which are on the “banned list”. It has been stated in reply that
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“the banned list is the list of industries which fall under the first
schedule of the Industries (Development and Regulation) Act, 1951
and the question of granting of an industrial licence is therefore
involved. In the case of setting up of capacity in the small scale
sector, grant of an industrial licence does not arise even if the
industry is a Scheduled one. Although the Licensing Policy in
respect of grant of industrial licences which will be in the large
scale sector will be guideline to the consideration of proposals in
the small scale sector, there is no requirement that the same policy
should be strictly applicable to the small scale sector. However,
in cases where sufficient capacity in a particular industry has been
created in the country, care is taken to see that additional capacity
is not created in the small scale sector and for this purpose the
State Directors of Industries are advised by the Office of Develop-
ment Commissioner, Small Scale Industries from time to time. It
is however, possible that consideration is given where it is felt that
it is justified on regional and techno-economic grounds or on the
basis of export considerations.”

3.7. In reply to another question it has been stated that “there is
no requirement that the State Directors of Industries should take
the approval of the Ministry in such cases as development of small
scale industries is looked after by the respective State Governments.
However, in cases where import of capital goods is involved or/and
collaboration with foreign firms is proposed, approval of the Central
Government is necessary and in suitable cases, the Central Minis-
try would no doubt advise the applicants/State Governments on the
question of setting up capacity in a particular industries.”

3.8. Explaning the policy of Government with regard to the com-
ing up of banned industries in the small scale sector, the Secretary
of the Ministry of Industrial Development, Internal Trade & Com-
pany Affairs stated during evidence that:—

“Unfortunately, in all these cases a variety of conflicting con-
siderations are involved. We in the Ministry of Industry
have all along taken the view that as few impediments
should be placed in the development of small-scale indus-
tries in the country as possible. We have considered this
as a fundamental basis, that the development of small-
scale industries should be encouraged and avoidable
impediments should not be placed in its way. Licensing,
rightly or wrongly, is regarded as an impediment because
it takes some months and time to get hold of a licence.
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Therefore no licence is normally required for the setting
up of small-scale industries or even industries which
have a capital investment up to Rs. 25 lakhs.

A point arose, a ticklish point, that if for the purposes of in-
dustrial licensing we take the view that an industry ought
to be banned, either because sufficient capacity has come
into existence or because sufficient raw materia] is not
available so what is the good of adding to the capacity or
for other reasons, you might say that logically the same
restrictions should be applied to the setting up of that
type of industry in the small-scale sector. This point has
been debated at great length at various meetings and
while there is logic and some sense in saying that the ban-
ned industry should also be banned for the small-scale
sector, the consensus of opinion was that the small-scale
sector, should be left free to operate because, otherwise,
it would mean starting some sort of licensing for the
small-scale sector also. Nevertheless it was felt that it
would be highly illogical to ban an industry in the large-
scale sector and to have half a dozen smeall-scale units
coming up in different parts of the country. Therefore the
via media was adopted that where an industry is banned
for licensing in the large-scale sector, the Directors of In-
dustries in the States, who are the registering authorities,
should be advised—not ordered but advised—that as far
as possible they should discourage the setting up of such
industries in the small-scale sector. The reason is that
even the small-scale industrialist has to come to the Direc-
tor of Industries for same kind of support, encouragement
or sponsoring; so the Director of Industries has a certain
hold on the small-scale industrialist. But we felt that it
would not be proper and wise to impose an ahsolute ban.
So we gave general guidance to the Directors of Industries
not to allow such industries to come up which have keen
banned for the large-scale sector. By and large this is
being observed but-there are cases like this one that has
been brought to your notice where local patriotism ex-
ceeds the larger national interest. What has happened in
one or two cases, which have also come to our notice,
is that there may be sufficient units of the industry in the
country as a whole but certain States may not have that
industry at all.”
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3.9. In a written nofe, it has further been stated by Government
that “the small scale sector is not governed by the Regulations
of any Central Act for the purpose of licensing and as such there is
no statutory control over the growth of industries in this sector. The
development of small scale industries is primarily the concern of the
regpective State Director of Industries, although the Development
Commissioner, Small Scale Industries, at the Centre, provides appro-
priate assistance and guidance in the formulation and planning of
small scale industry in consultation with the State Governments, It
will be appreciated that the growth of industry in the small scale
sector cannot be totally divorced from that in the large scale sector,
involving licensing and regulation under a Central Act. The entre-
preneurs in the small scale sector will in their own interest and in
the interest of the industry have to take into account the capacity,
licensed/set up in the large scale sector vis-a-vis demand in the
country. It is for these reasons that the Development Commissioner,
Small Scale Industries appropriately keeps the State Directors of
Industries appropriately keeps the State Directors of Industries in-
formed of the banned list of industries in the Scheduled Sector from
time to time and also advises them not to encourage any proposal
from small scale industries for the manufacture of banned items.
For instance, the first communication* issued by the Development
Commissioner, Smal] Scale Industries to the various State Directors
of Industries on 7th Decemgber, 1959, includes inter alin the drum
and barrel industry. The State Directors of Industries were advised
not to issue Essentiality Certificates for import of machinery for
manufacture of items appearing in the banned list. They were also
told that any fresh entrants for the manufacture of items on the
banned list even with indigenous machinery, might also be apprised
of the position.

It will be observed that no statutory permission is involved in
the case of unit coming up in the small scale sector, either from De-
velopment Comimissioner, Small Scale Industries or the concerned
State Director of Industries. The State Director of Industries can
implement the directives and the advice of the Development Com-
missioner, Small Scale Industries only at the stage of considering
applications for import of machinery and raw material whether im-
ported or scarce indigenous. It is therefore possible for an entre-
preneur in the small scale sector to set up a unit, based purely on

) *1n this commimication the Development Commissiorcr, Small Scale Industries,

informed the Stete D'rector of Industries that already enough capacity existed in the

Country, for the production of 8 items inch:ding drums and barrels and advised them

?l?tq tr}t encourage any proposal from Small Scale Industries for thc manufacture of
eS¢ 1tems.
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indigenous machinery and raw material although the industry may
figure on the banned list. In that event he would be setting up the
industry in question at his own risk, without expecting any assist-
ance from the State Director of Industries. The ban is not legally
binding so far as the small soale sector is concerned but Directors of
Industries will be justified in withholding grant of import licence
or quota of scarce raw material if the new units have been set up-
in the lines in which fresh capacity is not to be encouraged. Recently
however, it was decided that on regional or rather specia] considera-
tion the State Directors of Industries may sponsor new units in ban-
ned industries with the approval of the Development Commissioner,
Small Scale Industries. Such sponsorship will entitle the new units
to import licence or supply of scarce raw materials inspite of the
ban. It is agein pointed out that the control over the growth of in-
dustries in the small scale sector is not statutory, whereas such con-
trol and regulation are possible in cases of industries in the Sche-
duled Sector, which qualify for industrial licences.”

3.10. It was enquired of the official witness whether by setting up-
a plant in the small scale sector @t Visakhapatnam, M/s. Hind Galva-
nising and Engineering Co. had not circumvented the bsn cn crea-
tion of further capacity in respect of drum and barrel and what Gov-
ernment thought about this matter. In reply, the Secretary stat-
ed:—

“Our thinking so far has been that no facility which is intend-
ed to be given to small scale entrepreneur for setting up
a small scale industry should be given to a large scale en-
trepreneur and wishes to enter into small scale industry.
But our thinking has not gone to the extent of saying that
a large scale enterpreneur must be prohibited by law
from entering @ small scale industry............ ........
We can perhaps specifically consider this point that no:
large scale industrialist should be allowed to enter in the
banned list.”

3.11. Pressed further he added: —

“the question of the entry of large scale industrialist into the-
small scale field is now posing a deflnite problem. We:
have considered this aspect. As I said, we felt that possi-
bly it might be open to constitutional nbjection if we say
that no large scale industrialist can set up a small scale
industry. We will examine whether we can make a dis-
tinction that in the banned list at least such an industrial-
ist should not be allowed to come.”
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3.12. The Committee note that a drum and barrel manufacturing
unit has been set up in the small scale sector at Visakhapatnam in-
spite of this industry figuring on the “banned list” in the large scale
sector. They learn that this unit is an associate company of M/s.
Hind Galvanising and Engineering Co., Calcutta. The Committee
have been informed that under the existing orders there is no bar to
the coming up of industries in the small scale sector even though
that industry might have been banned in the large scale sector. The
Committee consider the present position as anamolous. According
to the Government, the industries are placed in the banned list
either because adequate capacity has been created in that industry
or there is scarcity of raw material. In that case, it would appear
to be logical that when an industry has been put on the banned list
in the large scale sector, the ban should be made operative to that
industry in the small scale sector also. The Committee do not view
with favour the recent decision of Government that on regional or
other special considerations, the State Directors of Industries may
sponsor new units in banned industries with the aporoval of the
Development Commissioner, Small Scale Industries. The proper
course would appear to be that where it is considered that an indus-
try which has been banned in the large scale sector, may be allowed
to be set up in the small scale sector, it should be exclusively reserv-
ed for development in the small scale sector and the decision made

public so that all intending entrepreneurs have a fair and equal
chance of entering that field.

3.13. The Committee are concerned to note that in the present case
the very persons who are operating this industry in the large scale
sector at Calcutta have set up this unit in the small scale sector.
This amounts to circumventing the ban on this industry in the large
scale sector. The Secretary of the Ministry of Industrial Develop-
ment, Internal Trade and Company Affairs himself admitted that
“the question of entry of the large scale industrialist into the small
scale field is now posing a definite problem for the Government.”
Since the small scale sector is meant for small entrepreneur of limit-
ed means the Committee would urge the Government to examine the
whole matter with a view to prevent the entry of large scale indus-
trialists in the small scale sector.

3.14. The Committee are surprised that the Development Com-
missioner, Small Scale Industry who is supposed to assist and guide
in the formulation of policies for the planning of small sector indus-
try in the country in consultation with State Governments should
be unaware of what is happening in this field in the States. It is im-
perative that he keeps himself posted with the latest developments
and keeps the Ministry informed in so far as scheduled industries
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are concerned. The Committee regret that therve is lack of coordina-
tion between the Ministry and the Development Commissioner,
Small Scale Industry in this regard. In this connection, the Com-
mittee would like to reiterate’ the recommendations made by them
in their 9th Report (Fourth Lok Sabha) 1967-68 on industrial licens-
ing that:

“There should be effective coordination between the two wings
of the Ministry of Industrial Development and Company
Affairs dealing with the scheduled industries and small
scale sector so as to ensure optimum utilization of re-
sources in both the sectors.”



CHAPTER IV

SETTING UP OF A €APTIVE PLANT FOR BARREL MANUFAC-
TURE BY 1.0.C. AT MADRAS

4.1. It has been represented to the Committee by the Barrel fab-
ricators that Indian Oil Corporation has submitted g proposal to set
up a captive plant for the manufacture of Drums and Barrels at
Madras. In this connection, the Committee were informed by Gov-
ernment through a note submitted during August, 1968 that M/s.
Indian Oil Corporation have submitted an application for an indus-
trial licence for manufacture of one million lube barrels and ‘5 mil-
lion bitumen drums at their Madras Refinery which is expected to
go into production in early 1969. The capacity of the Madras refin-
ery to produce lubricating oils is 2,00,000 metric tonnes. According
to the estimates of the Ministry of Petroleum & Chemicals, the total
investment in the plant would be Rs. 53 lakhs, including a foreign
exchange component of Rs. 12.5 lakhs. The proposal has been con-
sidered at inter-Ministerial meeting and also in consultation with
the manufacturers in the private sector. Licensing Committee have
examined the scheme and recommended grant of a letter of intent to
M/s. Indian Oil Corporation for the manufacture of drums and bar-
rels subject to satisfactory arrangemients for the import of plant and
machinery. The recommendation of the Licensing Committee has
not yet been accepted by the Government. The manufacturers in
the private sector have been representing that adequate capacity is
already available in the country and given enough raw material,
and also permission to shift capacities to Madras to some of the
units, Indian Oil Corporation’s requirements could be met and there
was no need for setting up additional capacity. On the other hand,
the Ministry of Petroleum & Chemicals have been stressing the
peculiar nature of the public sector project and the foreign exchange
savings arising out of the refinery project. That Ministry have also
pointed out that dealings of some of the manufacturers in the private
sector were far from satisfactory. The growing requirements of
lube barre's have also been stressed by them in this connection. The
matter is being considered in all its aspects and is receiving atten-
tion at the highest level. No final decision has yet been taken.

4.2. Regarding their proposal to set up a captive plant at Madras
to manufacture drums and barrels, the Indian Oil Corporation have
stated that “the proposal which is based on techno-economic consi-
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derations, envisages procurement and installation of machines at an
estimated cost of Rs. 25 lakhs, including an import component of
Rs. 12,5 lakhs (this doeg not include the estimated cost of Rs. 16 lakhs
on sheds which have to be constructed in any case). The imple-
mentation of the proposal will enable the faBrication/storage/filling
and despatch of lubricating oils under the same roof. With the plant
working at its optimum capacity, it will also result in an annual re-
curring saving to Indian Oil Corporation of the following magnitude:

(i) Rs. 2.5 lakhs/year as a result of transportation from the
the barrel manufacturing plant to the blending plant (as-
suming a transport cost of 25 paise per barrel).

(ii) Rs. 45 lakhs/year representing the profit mergin @ Rs. 3
per barrel/drum on 15 lakh barrels/drum.”

4.3. On being asked to furnish details of the cost of manufacture
of drums/barrels by Indian Oil Corporation in their propcsed plant
at Madras it has been stated by the Government that according to
the statements prepared by Indian Oil Corporation in June, 1968 in
respect of estimated cost of manufacture of barrels and fabrication
cost of drums, the cost per barrel worked out to Rs. 41.66 and fabri-
cation cost of bitumen drums to Rs. 2.93 per drum. It has been in-
timated by the Indian Oil Corporation that according to the Garden
Reach Workshop, Calcutta who were consulted informally, the fabri-
cation cost per barrel, as estimated by the Indian Oil Corporation, is
on the high side, and should be lower by another Rs. 3.12 per barrel.

44, 1t has been further stated that as against the price of M/s.
Industrial Containers of Rs. 45.66 and the Bombay Suppliers of
Rs. 44.80, the price of Indian Oil Corporation is Rs. 41.66. Therefore
the profitability per barrel would be Rs. 3.52.

45. The Committee subsequently enquired about the indigenous
mianufacture of imported machines required for the manufacture of
oil barrels. In reply it has been stated by Government that practi-
cally all the machinery can be manufactured indigenously. The
machines are being manufactured by the indigenous manufacturers
either as a standard item of production or against specific orders
according to the specification of the purchasers. Tt has been further
stated that although some of the manufacturers might not have been
specifically licensed to produce any particular type of machine, they
can produce or are producing these under the diversification pro-
gramme which is permissible according to the policy in force, upto

925 per cent of the approved capacity.
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46. Regarding the proposal to set up the barrel and drum plant
by the Indian Oil Corporation, the Secretary, Ministry of Industrial
Development, Internal Trade and Company Affairs stated during
the evidence in September, 1968 that:

“The application has been carefully considered by the Licens-
ing Committee. The Licensing Committee was in a dile-
ma on this point. The dilema was this: according to
the figures available with us, the capacity existing in the
country, whether authorisedly or unauthorisedly, was sup-
posed to be adequate to meet the requirements or it was
claimed to be adequate to meet the requirements, of the
oil industry. And, therefore, the creation of fresh capa-
city would have meant fresh investment which ¢n broader
economic considerations might not have been justified.
On the other hand, there was the fact that a part of this
capacity has admittedly come into existence in an un-
authorised manner, and the records of the principal firms
concerned did not inspire a great deal of confidence that
there will be complete fairplay in their dealings with the
Indian  Oil Corporation. These two factors hay,
therefore, to be taken into account and nicely
balanced. The Licensing Committee is only a re-
commendatory body. We have made some recommenda-
tions in this respect to the Government and they are under
consideration. This matter has been discussed at the high-
est 'evel between the then Minister for Petroleum and
Chemicals, the Minister of Industrial Development and
the Planning Commission Member in charge of industries
because of the rather conflicting considerations involved.
One of the troubles of the country during the last year
has been that industrial capacity is not being utilised to
the full due to lack of raw materials, lack of orders be-
cause of recession, etc. We, in the Ministry of Industry,
have been anxious to utilise to the maximum whatever
capacity exists in the country instead of trying to invest
more money in creating fresh capacity where capacity was
already available. Looking at the tota'ity of national re-
sources, taking private and public sector together, we are
going to be short of resources. Rightly or wrongly some
capacity has been created. If that is adequate. would it
be right to create extra capacity just because some people
who have created the existing capacity have misbehaved?
This is the bread issue. On the one hand, if we do not
allow the Indian Oil Corporation to come up. in a sense
we would be rewarding those people for their misbebavi-
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our. That would be reprehensible. You may say that in
one case you should punish them so that this sort of thing
does not occur again. On the other hand, there is this fact
that a fairly substantial investment by the Indian Oil Cor-
poration is involved—Rs. 50 or 60 lakhs. The question
was, when the resources in public sector are going to be
short, whether this type of investment would be justified.
In the Licensing Committee, we considered this matter
very carefully and we have made our recommendation to
Government. As I said, it has been discussed at the high-
est level and final decision has not been taken.”

4.7. Explaining further he stated:

“It so happens that in this case there are all sorts of irregula-
rities. Supposing there had been no irregularity and the
regular capacity in the private sector not unauthorised—-
has been adequate to meet the requirements, we would
have had no hesitation in turning down the proposal of
the Indian Oil Corporation to create fresh capacity. We
would have said, this is a waste of national resources.
Here the only complication is that some of this capacity
has comes about in a highly irregular fashion. This is
why we were willing to look at the proposal of Indian Oil
Corporation. Otherwise, the only relevant point is, is the-
re capacity in the nation, whether in the rivate or public
sector, to meet the requirements? If there is not and if
the public sector wants to build it, let it have it.”

48. In January, 1969, the Commitee have béen informed by Gov-
ernment that the industrial license application of the Indian Oil
Gorporation has since been rejected by Government.

49. In this connection one of the Barrel Fabricators has represent-
ed to the Committee that “The scarcity of steel sheets is a con-
tinuing problem and even today the existing fabricators hardly get-
ting steel sheets to meet with their 60 per cent of the requirement
on sigle shift basis. Under the circumstances the making of appli-
cation by Indian Oil Corporation Limited for setting up their lube
barrel manufacturing plant at Madras and the consideration thereof
is aganist the provisions of the said Act and the policy of the Gov-
ernment as underlined in the Third Five Year Plan.”

410. It has also come to the notice of the Committee that all
the 5 commercial barrel fabricators, namely, M|s. Bharat Barrel
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and Drum Manufacturing Company, M|s. Standard Drum and Barrel
Manufacturing Company, M|s. Steel Containers Limited, M]|s. Indus-
trial Containers Limited, and M|s. Hind Galvanising and Engineer-
ing Company Private Limited, addressed a joint letter to the Union
Minister for Industrial Development, Internal Trade and Company
Affairs opposnig the establishment of the captive plant at Madras
by the Indian Oil Corporation on the 28th May, 1968. A copy of
this letter is at Appendix XV. This was forwarded by M|s. Indus-
trial Containers Limited, Calcutta to the Committee along with
their memorandum. A copy of this letter was also sent in May,
1968 to the Chairman of the Estimates Committee by Shri
J. N. Hazarika, M.P. and Shri K. N. Tewari, M.P.

4.11. The Committee regret to note that the industrial licence
application of Indian Oil Corporation for the setting up of a plant

for the manufacture of drums and barrels at their Madras Refinery,
has been rejected by Government,

4.12. In the course of evidence the Committee were informed
by the Secretary, Ministry of Industrial Development, Internal
Trade and Company Affairs that the follownig points for and

against the application of the Indian Qil Corporation were under
consideration of Government.

Points against:—

(i) The capacity for the manufacture of drums and barrels
existing in the country was considered adequate to meet
the requirements of the Oil Industry and therefore crea-
tion of fresh capacity by Indian Qil Corporation would
mean fresh investment which on broader economic con-
siderations may not be justified.

(ii) There was considerable under-utilisation of capacity in
this industry due to scarcity of raw material.

Points for:—

(i) A part of the manufacturnig capacity for drum and bar-

rels had admittedly come into existence in an unautho-
rised manner.

(ii) The record of the principal manufacturing firms concern-
ed did not inspire a great deal of confidence that there

will be complete fairplay in their dealings with the Indian
0Oil Corporation.

4.13. It appears that in rejecting the industrial licence application
of the Indian Oil Corporation, Government ' have given greater
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weight to-the existence of the manufacturing capacity in the country
and avoidance of fresh investment. The Committee are unable to
agree with the decision of the Government for the following

reasons:—

(i) This industry was placed on the banned list in 1960 when

(ii)

the total capacity of all the barrel fabricators was 36940
tonnes. Since then, all the fabricators have increased
their capacity considerably in an unauthorised and irre-
gular way and in clear violation of the Industrial (Deve-
lopment and Regulation) Act, 1951. The result is that the
assessed capacity of the fabricators in 1965 was 90450
tonnes i.e. near about 245 per cent over the 1960 capacity.
Even the assessed capacity of 1965 is being challenged by
some of the fabricators who claim the existence of still
higher capacities. It is thus evident that the major por-
tion of the existing capacity of the barrel fabricators has
been created in an unauthorised manner. It is also notic-
ed that the barrel fabricating industry is at present mo-

"nopolised by a few firms only. The denial of the captive

plant to the Indian Oil Corporation would thus amount
to rewarding the very persons who have committed a
violation of the Act and is therefore likely to encourage
further violations of the Act by other industries also. The
Committee have already commented on the surreptious
increase of capacities by these fabricators in Section ‘F’
of Chapter II of this report. The Committee consider
that on this ground alone the application of the Indian
0Oil Corporation needs reconsideration by Government.
They would like it to be well understood by all concerned
that breach of law does not pay.

The various consumer oil companies as well as the Indian
0il Corporation have adversely commented on the deal-
ings of the Drum and Barrel fabricators which has been
referred to in Section ‘G’ of Chapter II of the report. This
has also been corroborated by the Secretary, Ministry of
Industrial Development and Company Affairs during
evidence. The denial of the plant to the Indian Oil Cor-
poration would therefore amount to giving a premium to
unfair dealings of these companies and leaving the Cor-
poration at the mercy of these companies.

(iii) The drum and barrel fabrication industry is a highly pro-

fitable industry. According to the figures given by the
Indian Oil Corporation their savings as a result of the
setting up of this plant, would amount to about Rs, 45
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lakhs, apart frem a saving of Rs. 2.5 lakhs on transporta-
tion charges, annually on a total investment of about Rs. 25
lakhs only. Moreover, no expenditure of forecign ex-
change will be involved in the setting up of the plant by
the Indian Oil Corporation since all the fabricating ma-
chines for drums and barrels are now manufactured in-
digenously. There is no reason why this public sector
company should be deprived from effecting savings
to the tune of about Rs. 48 lakhs per annum which will
ultimately accrue to the public exchequer.

(iv) The setting up of the captive plant by the Indian OQil
Corporation at Madras would not in any way affect the
existing business of the fabricators as the Indian Oil Cor-
poration will utilise their capacity for packaging the lub-
ricating oils, to be produced by them in their Madras
Refinery.

(v) The setting up of barrel canufacturing plant by the 1.0.C.
would enable production, filling, storage and despatch of
lubricating oils under the same roof.

4.14. Having regard to the consideration enumerated zbove, the
Committee feel that the application of the Indian Oil Corporation
to set up their own captive plant at Madras should be reconsidered
by Government.



CHAPTER V
CONCLUSION

5.1 The Drum and Barrel Industry came under the purview of
the Industries (Development and Regulation) Act, 1951, on the 1st
October, 1953. In March, 1960, the industry was placed on the
banned list as adequate capacity had been set upl/licensed—there
being no scope for creation of additional capacity. At the time of
inclusion of the industry in the banned list, there were only 5 firms
{(namely M|s. Bharat Barrel & Drum Manufacturing Company,
Bombay, Standard Drum & Barrel Manufacturing Company, Bom-
bay, Steel Containers Limited., Bombay, Industrial Containers, Cal-
cutta and M|s. Assam Oil Company, Digboi who are consumer fab-
. ricators) engaged in the manufacture of 40/45 gallon capacity lube
barrels. The total licensed capacity of the aforesaid 5 firms in
March, 1960 was 36,940 tonnes. Though the Drum and Barrel in-
dustry continues to remain in the banned list even to this day, yet
the capacity of the barrel fabricators was assessed by Government
during 1963-64 on account of pressure from the fabricators. It was
found that the total capacity had increased to 67,778 tonnes by
then. This capacity was found to have increased further to 90,450
tonnes the very next year when there was a further re-assessment.
Not only the capacity of all the existnig plants was expanded subs-
tantially during the period but two new units namely, M|s. Bharat
Barrel and Drum Manufacturing Company, Calcutta and M|s. Hind
Galvanising and Engineering Company, Calcutta had been set up
and were recognised by Government as fresh entrants in 40/45 gal-
lons barrel manufacturing field for allocation of mew material. It
is regrettable that all this happened while the industry was in the

banned list.

5.2 From the matcrial made available to the Committee and the
evidence tendered before them by representatives of the Ministries
of Industrial Development and Company Affairs, Petroleum and Che-
micals and Director General & Technical Development, it has been
revealed that the licensed capacities were increased very consider-
ably and fresh capacities created by the commercial fabricators
without the prior permission of the Government as required under
the Industries (Development and Regulation) Act, 1951. Instead of
proceeding against the fabricators for the various irregularities and
violations of the Act, the Government condoned the contraventions
of the Act and even recognised their unauthorised capacity as assess-
ed in 1963-64 and started allocating raw material to these firms on
that basis. The Committee feel that all this was irregular and

&1
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should not have been done as it encouraged further violations of
the Act by fabricators. In fact this recognition of 1963-64 assessed
capacity seems to have encouraged the barrel fabricators to expand
their capacities further with the result that during the reassessment
of 1965, the capacities of the various fabricators were found to have
increased from 67,778 tonnes in 1963-64 to 90,450 tonnes in 1965. The
Committee recommend that a comprehensive enquiry should be
held to fix responsibility on the part of concerned officers who fail-
ed to initiate penal action against violations of the Act by the fab-
ricators as soon as the same were detected. At the same time, the
Committee urge that action should be initiated against the fabri-
cators for violations of the various provisions of the Act and the
rules. Effective action should also be taken to ensure that those
who have contravened and circumvented the regulations do not de-
rive any benefit therefrom. This is necessary to bring home to the
law breakers that violations of the Act do not ultimately pay.

5.3. It is also significant to note that barrel fabrication industry,
is now monopolised by a few firms only and that one of the firms
holds as much as 40 per cent of the total licensed capacity in this
industry even today. In this context the Committee would parti-
cularly like to draw the attention of the Government to the conti-
nuing shortage of raw material i.e. 18 G steel sheets. They have
already commented on the existence of unutilized capacity in the
steel mills on the one hand and non-availability of steel sheets on
the other. The Committee are convinced that all these difficulties
would not have arisen if the supply position of raw material was
comfortable. In view of the chronic shortage of 18 G steel sheets,
there has been, as it were, a race among fabricators to increase their
installed capacity by any means so as to able to get hold of more
raw material which is allowed on a pro-rata basis of the assessed
capacity. In this connection, the Committee are concerned to mnote
that the fabricators are stated to have charged exorbitant prices for
oil barrels from the Oil Companies while the raw material was made
available to them at prescribed rates. This underlines the need to
1egulate the prices of oil barrels by Government so as to ensure that
the interests of the consumer and user industry are also properly
protected.

5.4 The Committee would further like the Government to take
energetic steps to step up the production of 18 G steel sheets in the
Rourkela and other steel plants to meet adequately the present and
the growing demand of the oil industry.

New DEgvH1; P. VENKATASUBBAIAH,

April 24, 1969. Chairman,
Vaisakha 4, 1891 (Saka). Estimates Committee,



APPENDIX I
MADHU LIMAYE, M.P.

6, Rakabganj Road,
New Delhi.
29th February, 1968.
The Speaker,
Lok Sabha.
Sir,
May I draw your attention to the various answers given by the

Petroleum Minister on the question of licensing additional capacity
in the sphere of barrel and drum production?

In spite of the ban imposed by the Government additional capacity
was being sanctioned on the bogus ground that the Defence Depart-
ment wanted this capacity to be expanded. There is no evidence
on record to show that the Defence Ministry had made any such re-
quest. It is a fact that Standard, Hind Galvanising and also Bharat
Barrels were granted additional capacity as a result of pressure from
top-ranking bureaucrats.

In spite of the matter being raised in the House several times I
understand that new capacity has been created in this industry at
Visakhapatnam. This unit belongs to Hind Galvanising. I would,
therefore, like you to refer this matter either to the Estimates Com-
mittee or the Public Accounts Committee after these Committee
have been elected for the coming Financial Year.

Yours sincerely,
Sd/- MADHU LIMAYE.
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APPENDIX 11

SEAL
D. R. Sundaram,
Joint Secretary.

D.O. No. 1(19) /68-LEI(B)
Government of India
Ministry of Industrial Development

and Co. Affairs (Department of Indus-
trial Development).

Dated New Delhi 1968:
Dear Shri Mallya,

Please refer to your D.O. No. 3/3-ECI|68, dated the 19th March,
1968, regarding licensing of additional capacity for production of
barrels. I am enclosing a note which explains the background in
which capacities of barrel manufacturers have been assessed and
recognised. As indicated in the last para of the note, one of the
barrel manufacturers has moved the High Court of Delhi for redres-
sal of their alleged grievance against the decisions of the Govern-
ment of India. You will appreciate that the matter being under
consideration of the High Court, it may not be appropriate to take
it up for discussion or examination now in the Estimates Committee/
Public Accounts Committee.

2. As regards the specific query of Shri Madhu Limaye, you will
notice that the attached note shows that there was a specific request
from the Petroleum and Chemicals Ministry for reassessment of
capacity. A copy of their memo. on the subject has been enclosed.
While there was no such request from the Ministry of Defence, the
figures quoted in the attached note show that the off take of Defence
from the oil industry in terms of barrels was increasing. You will
see, therefore, that there was no mis-statement in any reply given
in Parliament.

3. Minister (I.D.& C.A.) has seen. There is no objection to the
information contained in the note being conveyed to the Member.

Yours sincerely,
Sd| D. R, SUNDARAM.

84
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To

Shri N. N. Mallya,
Joint Secretary,
Lok Sabha Secretariat,
New Delhi.
Note on Licensing of additional capacity for barrels production.

The Drum, Barrel and Container industry has been figuring since
1960 on what is known as the rejection list of industries, in which
applications for industrial licences may ordinarily be rejected with-
out reference to the Licensing Committee. Normally at present we
do not approve or sanction extra capacity for an industry on the
“banned” list, but it has happened in the past that a particular appli-

-cation which relates to an item on the ‘rejection list’ was consider-

ed because of exceptional features. The position of the barrel in-
dustry, particularly the oil barrels of 40/45 gallon capacity, has to
be appreciated with reference to the circumstances in which the
capacity was licensed and set up and also reviewed, in the context
of the requirements of barrels from time to time.

2. M/s. Bharat Barrel & Drum Manufacturing Co. and
M/s. Standard Drum & Barrel Co., among the barrel fabricators,
had been representing to the Government during 1963 that capaci-
ties installed by them were very much higher than the originally
assessed capacities and therefore had been seeking re-assessment.
M/s. Hind Galvanising & Engineering Co., Calcutta also claimed in
1962 that they were capable of manufacturing oil barrels of 40/45
gallon capacity and were requesting approval of the Government
for the purpose. Further, the Ministry of Petroleum and Chemicals
informed* us in June, 1964 that they had assessed the requirements
of the petroleum industry for the year 1964 as needing 4000 tonnes
per month of 18 G. drum sheet and that if the requirements of the
other ccnsumers was also to be taken into account then the total
supply needed was 4700 tonnes of drum sheet a month or an annual
fabricating capacity of 56,400 tonnes. The total assessed capacity
at that time of the oil barrel industry was about 3,000 tonnes per
month and therefore, the supply rate of 4,700 tonnes required by the
Petroleum Industry and other consumers could not be effected unless
the existing capacities were revised upward or new capacities creat-
ed. In the circumstances, the Ministry of Petroleum and Chemicals re-
quested that steps should be taken expeditiously to finalise the re-
vision of fabricating capacities of the commercial fabricators so that
proper supply rate of barrels was ensured by giving them adequate

"% Copy of their O. M. atrached.
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supplies of drum. sheets of special gauge which was regulated ac-
cording to their capacity. In this context, it was decided to review
the oil barrel capacity installed in the country as there were only
six units in the line, with a view to examining the increased capa-
cities of the various units vis-a-vis the ‘larger requirements of oil
barrels. While it is true that there was no specific request from
the Defence Ministry addressed to this Ministry in respect of oil
barrel eapacity, the off take of the Defence Ministry from oil com-
panies of lube oil was as follows:—

1961-62 . . . . . 28,045 barrels
196:-63 . . . . . . . 35,947
1963-64 . . . . . 75853

On the basis of inspection carried out by the Techincal Officers of:
the Dte. General of Technical Development during 1963-64, the
assessed capacities of all the oil barrel fabricators were considered
at an inter-Ministerial Meeting held on the 9th June, 1964. The
matter was further examined in the Ministry on the recommenda-
tions made at the meeting with particular reference to the case of
Messrs Standard Drum & Barrel Co., Bombay and Messrs Hind
Galvanising & Engg. Co. Calcutta. Ultimately these capacities
have been accepted by the Government as a result of which the
increased potentiality of the existing units for meeting the growing
requirements was appreciated and approved in preference to crea-
ting new units in this line of manufacture. The particulars of
capacities are given below for information:—

Licensed Assessed
Name of the firm capacity capacity
tons tonnes

1. M/s. Bharat Barrel & Drum Mfg. Co., Bombay ’ 18,300 * 22,000

2. M/s. Bharat Barrel & Drum Mfg. Co., Calcutta . 5,200

3. M/s. Standard Drum & Barrel Mfg. Co., 3,700 14,538
Bombay.

4. M's Hind Galvanising & Engg. Co.,"Ltd., .. 6,000

5. Mys Steel Containers Ltd., Bombay . . 5,860 8,300

6. M's Industrial Containers Ltd., Calcutta . 6,000 7,900

7. M's Assam Oil Co., Assam . . 3,080 3,840
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The present total assessed capacity for the manufacture of oil
barrels is 67,778 tonnes on single shift. The production of barrels
reported during 1965 and 1966 was 39,552 tonnes and 45,846 tonnes
and during 1967 it was 46,500 tonnes approximately. Although
following representations, another assessment was undertaken dur-
ing 1965, it was decided that the assessment of capacity carried out
in 1963-64 (present basis) should continue for time being, particu-
larly in view of the continuing shortage of steel sheets.

3. The position has been explained a number of times in the
Parliament, reference Lok Sabha Question No. 2816 of 16-6-1967.
Lok Sabha Question No. 250 of 24-11-1967, Lok Sabha Question No.
5518 of 22-12-1967, Lok Sabha Question No. 5486 of 22-12-1987, Lok
Sabha Question No. 1271 of 20-2-1968, Lok Sabha Question No. 1272
of 20-2-1968 and Lok Sabha Question No. 1852 of 27-2-1968 and Lok

. Sabha Question No. 2848 of 5-3-1968.

4. As regards the new units at Vishakhapatnam, it is understood
that Messrs Hind Containers (P) Ltd., have set up as a Small Scale
Industry under the Directorate of Industries, Andhra Pradesh.
Further information regarding the capacity, investment and owner-
ship of this unit is being ascertained from the State Government.

5. Messrs Bharat Barrel & Drum Manufacturing Co. have filed a
writ petition in the High Court of Delhi challenging the decisions
of the Government in regard to the oil barrel capacities of the other
units vis-a-vis their own capacity which according to them has been
under-assessed. The mater is still under consideration of the

Court. Ty
IMMEDIATE
GOVERNMENT OF INDIA
MINISTRY OF PETROLEUM AND CHEMICALS
No. 22(23) /63-Tech. New Delhi, the 5th June, 1964

OFFICE MEMORANDUM

Sussect: Allocation of 18 G drum sheet to the commercial fabrica-
tors—revision of capacities.

The undersigned is directed to state that it is understood that
the question of revision of the existing capacities of the commercial
fabricators for the manufacture of 18 G drums is currently under
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consideration in the Ministry of Industry. In this connection, this
Ministry would like to make the following observations: —

2. In a meeting held on 27th December, 1963 in this Ministry (a
copy of the minutes enclosed), it was agreed that for the year 1964
the petroleum industry would require a supply rate of 4,000 tonnes
per month of 18 G drum sheet. If the requirements of other con-
sumers were also to be taken into account, then the total supply
of 4,700 tonnes/month to the commercial fabricators would be
required. The Ministry of Steel Mines & Heavy Engineering has
assured that the Rourkela Steel Plant would be in a position to
meet the total requirement of the industry. However. in a meet-
ing held in the Office of the Iron and Steel Controller, Calcutta on
28th April, 1964 (a copy of the minutes enclosed! to review the
programme of supply of 18 G Steel Sheets to the commercial fabri-
cators of drums and barrels. it transpired that the current rate of.
allocation of 18 G drumsheets by the Director General of Technical
Development had to be strictly confined to the assessed capacities
of the commercial fabricators. It thus appears that as the total
assessed capacity of the industry is around 3000 tonnes/month. the
supply rate of 4,700 or 4,000 tonnes (for the Petroleum Industry)
during 1964 cannoil he effcctive unless the existing capacities are
revised upwards or new capacities are created. Tota! fabricating
capacity of 56,400 tonnes will be reauired for the time being tn meet
the requirements of barrel industry. While revising the capacities
of the existing fabricators, Ministry of Industry may also take into
account the drum making plant likely to be set up by Indian Qil
Company in collaboration with Hind Galvanising Co., Barauni.

3. This Ministry has received a number of representations from
the oil companies regarding inadequate supplies of barrels by the
fabricators who have in turn pointed out to the shortage of steel
made available to them. In the circumstances. it is requested that
the Ministry of Industry may kindly take expeditious steps to
finalise the revision of fabricating capacities of the commercial
fabricators so that nroner supply rate of barrels is ensured for the
petroleum industry. There decision in the matter may also be com-
municated to this Ministry.

4. The receipt of this O.M. may please he acknowledge.

Ministry of Industry,
(Attn. Shri V. Prakash),
Sd/- R. S. KHANNA,
Deputy Secretary to the Government of India.



APPENDIX III

Relevant Sections of the Industries (Development and Regulat'on)
Act, 1951 and the Registration and Licensing of Industrial

Undertaking Rules, 1952.

(1) Section 2.—It is hereby declared that it is expedient in the
public interest that the Union should take under its control the
industries specified in the First Schedule.

" (2) Section 3 (i) .—'Sc¢heduled industry’ means any of the indus-
trigs specified in the First Schedule.

(3) Section 10: Registration of existing industrial undertaking.—
“The owner of every existing industrial undertaking, not being the
Centra’ Government, shall, within such period as the Central Gov-
-ernment may, by notification in the Official Gazette, fix in this behalf
‘with respect to industrial undertakings generally or with respect
to any class of them, register :the undertaking in the prescribed
‘manner.

2. The Central Government shall also cause to be registered in
‘the same manner every existing induztrial undertaking of which
At is the owner.

3. Where ‘22 industriz? undertaking is registered under this
‘sect’on. thero chall be issu~@ to the owmner of the undertaking or
‘the Central Government, a< "+ case may be, a certificate of regis-
-tration containing such particulars as may be prescribed.

(4) Section 10A: Revocation of registration in certain cases.—
‘If the Central Government is satisfied that the registration of any
industrial undertaking has been obtained by misrepresentation as
‘to an essential fact or that any industrial undertaking has cessed to
be registerable under this Act by reason of any exemvotion granted
wunder this Act becoming applicable thereto or that for any other
reason the registration -has become useless or ineffective and there-
4qore requires to be revoked, the Central Government mav after
-giving an opportunity to the owner of the undertaking to be heard
-revoke the registration

(5) Section 11: :.‘L“censi'rig of new industrial 1indertak4nq.— 1)
“No persom or authority other:than the Central Government, shall,
29

[

410 "(aif) LS—7.
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after the commencement of this Act, establish any new industrial:
undertaking, except under and in aecordance with a licence issued:
in that behalf by the Central Government.

Provided that a Government other than the Central Govern-
ment may, with the previous permission of the Central Government
establish a new industrial undertaking:

(2) A licence or permission under sub-section (1) may contain
such conditions including, in particular, conditions as to the location:
of the undertaking and the minimum standards in respect of size
to be provided therein as the Central Government may deem fit to
impose in accordance with the rules, if any, made under section 30.

(6) Section 11A: Licence for producing or manufacturing new
articles: The owner of an industrial undertaking not being the
Central Government which is registered under section 10 or in
respect of which a licence or permission has been issued under-
section 11 shali not produce or manufacture any new article un-

less: —
(a) in the case of an industrial undertaking registered under
section 10, he has obtained a licence for producing or-
manufacturing such new article; and

(b) in the case of an industrial undertaking in respect of which
a licence or permi:sion has been issued under section 11,
he has had the existing licence or permission amended in-
the prescribed manner.

(7) Section 12: Rewvocatin and amendment of licences in certain-
cases: (1) If the Central Government is satisfied, either on a refer--
ence made to it in this behalf or otherwise, that any person or-
authority, to whom or to which, a licence has been- issued under
section 11, has, without reasonable cause, failed to establish or to-
take effective steps to establish the new industrial undertaking in
respect of which the licence has been issued within the time speci-
fled therefor or within such extended time as the Central Govern-
ment may think fit to grant in any case, it may revoke the licence.

(2) Subject to any rules that may be made in this behalf, the-
Central Government may also vary- or-amend any- licence issued;
under section 11:

- Provided that no such power sfxall ,beexercised " after effective
stops have been taken to establish the new industrial . undertaﬂng,
in accordance with the licence: ‘issuediinthis behalfs
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'(3) The provisions of ‘this section shall apply in relation to a
Mcence issued under section 11A or where a licence has been amend-
ed under that section, to the amendment thereof, as they apply in
relation to a licence issued under section 11.

(8) Section 13: Further provision for licensing of industrial
undertaking in special cases: (1) No owner of an industrial under-
taking, other than the Central Government, shall: —

(d) effect any substantial expansion of an industrial under-
taking which has been registered (or in respect of which
a licence or permission has been issued).

(e) change the location of the whole or any part of an indus-
trial undertaking which has been registered.

Explanation: For the purposes of this section, “substantial
expansion” means the expansion of an existing industrial under-
taking which substantially increases the productive capacity of the
undertaking, or which is to such a nature as to amount virtually to
a new industrial undertaking, but does not include any such expan-
sion as is normal to the undertaking having regard to its nature and
the circumstances relating to such expansion.

(9) Section 18G (1): The Central Government, so far as it
appears to it to be necessary or expedient for securing the equitable
distribution and availability at fair prices of any article or class
of articles relatable to any scheduled industry, may notwithstanding
anything contained in any other provision of this Act, by notifled
order, provide for regulating the supply and distribution thereof
and trade and commerce therein.

(10) Section 24(1): reads as follows:—

(1) If any person contravenes or attempts to contravene or
abets the contravention of:—

(i) the provisions of sub-section (1) of section 10 or of
sub-section (1) of section 11 or of section 11A or of
sub-section (1) of section 13 (or of sub-section (2) of
section 29B), or

() any direction issued under section 16 or sub-section (3)
of section 18B, or

* (iil) any order made under section 18G, or

(iv) any rule the contravention of which is madé'punishable
under this section. ' '
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he shall be punishable with imprisonment which may extend to
six months, or with fine which may extend to five thousand rupees
or both, and in the case of a continuing contravention, with an
additional fine which may extend to five hundred rupees for every
day during which contravention continues after conviction for the
first such contravention.

(11) Section 24A: If any person: —

(a) when required by this Act or by any order under this
Act to make any statement or furnish any information,
makes any statement or furnishes any information which
is false in any material particular and which he knows
or has reasonable cause to believe to be false or does not
believe to be true; or -

(b) makes any such statement as aforesaid in any book,
account, record, declaration, return or other document
which he is required by any order made under this Act
to maintain or furnish;

he shall be punishable with imprisonment which may extend to’
three months, or with the fine which may extend to two thousand
rupees, or with both.

(12) Item I.A. (7) of the First Schedule relates fo: “other pro-
ducts of iron and steel.”

The Registration and Licensing of Industrial Undertak‘ngs Rules,
1952

Rule 7: Application for Licence—(1) An application for a
ticence or permission for the establishment of a new industrial
undertaking or any substantial expansion of an industrial under-
taking shall be made before taking any of the following steps:—

(a) Raising from the puBlic any part of the capital required
" for the undertaking or expansion.

(b) Commencing the construction of any part of the factory
building for the undertaking or expansion.

{¢) Placing order for any part of the plant and machinery
required for the undertaking or expansion.

(1A) An application for ‘a licence or permission for ‘changing
the location ‘of the whole or any part of an industrial undertaking



93
which has been registered shall "> made before taking any of the
following steps: —

(a) the acquisition of land or the construction of premises
for the purpose of housing the industrial undertaking at
the proposed new site; '

(b) the dismantling of any part of the plant and machinery
at the existing site.-

(2) An application for a licence or permuission under the Act
shall be made (with six spare copies) @ to thc Ministry of Com-
merce and Industry, Government of India, New Delhi in form D.,
E. or EE, as the case may be, appended to these rules.

(3) Each application shall be accompanied by a treamry receipt
for Rs. 50. The amount should be deposited in the nearest Gov-
ernment Treasury or in the nearest Branch of the State Bank of
India. (Amounts deposited at Bombay, Calcutta, De'hi and Madras
should be deposited in the Reserve Bank of India instead of the
State Bank of India). The Treasury or the Bank should be asked
to credit the amount to the Receipt Head “XXXITI—Industries and
Supplies—Miscellaneous Receipts.”

Rule 21: Estimated requirements of main raw materials.

Name of raw material Whether indigen- Quantity  Estimated
ous or imported;  required value
if latter, country per year
of origin




APPENDIX IV

No. LEI(B)-5(7) /61
GOVERNMENT or INDIA

MINISTRY OF INDUSTRY

NOTE FOR THE

New Delhi, the June, 1984
INTER-MINISTERIAL MEETING

Sus: —A Review of capacity of 40/45 gallons oil barrels industry.

The following firms are licensed under the Industries (Deu. &
Reg.) Act, 1951, for the manufacture of 40/45 gallons lubricating oil

barrels:—

Annual licensed

Name of the firm No. & date of the capacity
licence (Single shift)
1 2 3

1. M/s. Bharat Barrel &
Drum Mfg. Co., Bombay.

3. M's. Bairat Barrel & drum
Mfg. Co., Calcutta,

3. M/s. Hind Galvanising &

Engg. Co., Ltd.; Howrah, -

L/1.A’7)/N-202/60 (i) 1080,022 nos
dt. 29-7-6> am=nd- (18G barrels) in
ed vide letter No. 784,09 nos. (24G
I.A.(7){148)-TA(III)/ bitumen barrels).
58 dt. 5-6-61.

Party his not besn li-  Capacity yet to be
cens=d bit shifting fixed.

of pirt of their

machinery from

Bomnbay to Cal. has

been agreed to vide

letter No. LEI(B)-

5(7)/61, dt. 1-12-62,

Registration certifi- Request for grant
cate No. R/4/12§ of permission to
R/IA(7)/92, dt take up the manu-
31-5-54 amended facture of 40/4§
vide letter No. IA  gallon barrels under
(4) (s)-IA(V)/R/s8, consideration.

dt, 19-12-59.

9%
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X 2 3

4 Mis.Stuniird Prum & L1 A(7)/N-48/58 .dt. (i) 37000 (18G oil
Barrel Mfg..Co.,Bonoay. 4 11-9-58. _ , 4 Dbarrels) " tons,
(Provisional)  (ii)

3000 Nos. per day

of 900,000 nos

p.a. bitumen drums

of 24G.
~8. M/s. Steel Containers Ltd., le A(7)/N-75/s9 dt. 5860 tons.
Bombay. '18-3-59.
»6. M/s. Industrial Containers L/IA(7)/N-71/s9 dt. 6000 tons.
Lud., Cal. 3-3-59.
7. M/s. Assam Qil Co., Dig- (Thisisa Consumer 3080 tons.
boi. (Assam). fabricator).

2. For some time past M/s. Bharat Barrel & Drum Mfg. Co & M/s.
~Standard .Drum & Barrel Co. have been representing for the revision
.of their capacity and also for the allotment of raw material on the
"basis of the revised capacity of their units. The matter has been
-under consideration with the D.G.T.D. and now they have given
‘their final views on the industry as a whole. A detailed statement

.is available at Annexure ‘X’,

3. M|s.. Bharat Barrel & Drum Mfg. Co. were licensed to manu-
facture 40|45 gallon drums only at their Bombay factory but with-
-out getting prior permission they shifted a part of their plant and
-machinery for the manufacture of 40|45 gallon drums from Bombay
"to Calcutta and later they approached the Government for recogni-
‘tion of ‘the shifting of such machinery. The matter was considered
very carefully and with a warning the shifting was recognised vide
Jetter No. LEI(B)-5(7)|61 dated the 1st December, 1962. The capa-
city has not yet been fixed for this Calcutta unit. The Dte. General
-of Technical Development have now recommended, after recent
4nspection, the capacity for this unit as 5200 M. Tonnes per annum
on single shift ‘but they are of the view that the machinery shifted
-and installed at Calcutta factory was meant to be used for the manu-
-facture of bitumen Barrels at Bombay for which the party is licen-
-sed and as such, before the capacity for oil barrels is recognised,
their capacity for bitumen barrels should not be recognised and the

jlicence lhould therefore be revoked,
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The capacity of Bharat Barrel & Drum Mig; Co., Bombay has:
alsu ben re-assessed after recent inspection of their factory by
D.G.T.D. and the same has been recommended for enhancement from
18300 tons to 22000 tonne per annum on single shift. In this eon-
nection attention is invited to M (I)’s minutes dated 8-5-64, wherein
it has been stated that immediate action should be taken to allocate-
stee quotas to M/s. Bharrat Barrcls at the rate of 22000M. Honnes
per annum for the Bombay unit and 5100 M. Tonnes for the Calcutta
unit. It has been informed by D.G.T.D. that this party has mis--
used the raw materials as well a;s the import licences issued to them.
So far as the mis-used of raw materials is concerned, the party has
been find by a law court and its Secretary along with an officer of
the Iron & Steel Controller have been jailed. With regard to the
misuse of import licences no action seems to have been taken against.
the party. It would perhaps be necessary to examine this matter
separately in consultation with the D.G.T.D. and O.C.L&E,

4. In so far as Hind Galvanising & Engg. Co. Ltd., is concerned,
they are registered for the manufacture of small drums upto 10
gallons and heavy drums from 60 to 92 gallons. The party. have
been representing for a very long time for recognition for the manu-
facture of 40|45 gallon oil barrels within their over-all capacity,
which is 3200 tonns per annum. After an enquiry, the D.G.T.D.
stated that the firm was aleady manufacturing 40/45 gallon oil barrels
on an improvised basis by using the lant and machinery already
available in the factory. They were of the view that as originally
requested by the firm, their capacity of 3200 tons should be split
up in two ie. 1600 tons for the manufacture of 4045 gallon oik
barrels and the balance of 1600 tons for the manufacture of other
types of drums which the firm have been ‘manufacturing previously
in accordance with the types given in the Registration Certificate.
It has now been stated by the D.G.T.D. that this firm have purchas-
ed additional machinery required for the manufacture of 40|45 gallon
oil barrels without prinr permission of Government and thus con-
travened the provisions of the Industries' (D&R) Act, 1951. How-
ever, as it is proposed to agreec in the case of Bharat Barrel & Drum
Mfg. Co., whe also contravened the provisions of Industries Act, the
B.G.T.D. has proposed in this case also that the firm’s capacity for
the manufacture of 40/45 gallons barrels as 6000 tons per annum and.
1600 tons for drums of 5 to 10 gallons capacity may b2 recognised.

5. So far as the capacity of Standard Drum & Bairel M{g. Co. is
concerned, it is pointed out that their capacity of 3700 tons was fix-
ed provisionally and the party had been representing for fixing their
capacity on the time-and-motion study of their plant. Their factory
was inspected by the D.G.T.D. in the year 1961 and on the hasis of
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that inspection they have now recommended that this firm’s capa-
city may now be recognised as 6100 M. Tonnes. '

6. Since the capacity for the manufacture of 40/45 gallons barrels-.
has been re-assessed as a whole the capacities of M]s. Steel Contain-
ers Ltd., Bombay and Mjs. Industrial Containers Ltd., Calcutta have
also been re-assessed after inspection and the same has been recom-
mended as 8300 M. Tonnes and 7000 M. Tonnes respectively.

This is now put up for consideration of ‘the inter-Ministerial
meeting.

Sd/- V. PRAKASH,
Under Secretary to the Gont. of India.
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MINISTRY OF INDUSTRY & SUPPLY
(Deptt. of Industry)

SussacT:—A review of capacity of 40/45 gallons oil barrels industry.

At the Inter-Ministerial meeting held on the 19th June, 1964, in
Udyog Bhawan, Room No. 148 under the Chairmanship of Shri P. M.
Nayak, Joint Secretary, Deptt. of Industry, the following were pre-
sent: —

S. No. Name D-siznation Ministry/Deptt.
1 Shri P.M.Nayak . Joint Secy. Deptt. of Industry.
2 , N.J.Kamath . Joint Secy. Deptt. of Technical
Development.
2 . N. Chidambaram Dy. Secy. Deptt. of Industry.
4 , R.S.Khanna . Dy. Secy. M/Petroleum & Chem.
S . M. Prasad . Dy. Secy. Min. of Steel &

Mines, (Deptt. of
Iron & Steel).

6 , P. L. Sehgal Ind. Adviser D.G.T.D.

7 4 V. Prakash . Under Secy. Deptt. of Industry.

8 , H.N.Risbud . Dev. Officer D.G.T.D.

Y 5 J.M.Guha . Asstt. Petrol Officer M/Pctrolcum & Chem.
10 ., Hari Bhushan . Dir. (Engg.) Planning Commission:

2. Shri Hari Bhushan, Planning Commission, observed that in the
review made by the D.G.T.D. the capacities have been shown on
single shift basis, whereas it has been generally accepted that in all
engineering industries it would be necessary to express the capaci-
ties on the basis of double-shift operation, which would ensure a
correct prospective in the assessment of long-term foreign exchange
requirements for the raw materials etc. - He felt that now that ' the
D.G.T.D. have made an attempt to review the capacity it would be-
better tn give the capacities on the basis of double-shift operstion.

100
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Shri N. J. Kamath, while agreeing with this view, said that a proce-
«dure for expressing the capacities on the basis of maximum utilisa-
tion of plant and machinery on an annual basis has already been
laid down and this procedure could meet the point raised by the
Planning Commission. However, as the meeting had heen called for
the limited purpose of re-assessing the capacities of the existing
units in the field with a view to ensuring correct allocation of raw
materials, taking into account the installed capacities on the basis
of inspection, there should be no difficulty in considering the recom-
mendations of the D.G.T.D. as such at present. It was agreed that
D.G.T.D. would, in due course, re-assess the capacities on the basis
of maximum utilisation of plant and machinery and submit their
recommendations. The individual cases of re-assessment were then
taken up for consideration. '

3. M/s. Bharat Barrel & Drum Manufaciuring Co., Bombay and
Calcutta—D.G.T.D.’s recommendations of 22,000 M. Tonnes per an-
num on single-shift for the Bombay Unit and 5,200 M. Tonnes per
.annum on single-shift for the Calcutta unit were accepted for the pur-
pose ‘of allocation of raw materials. D.G.T.D. could now allot raw
materials to the two units separately on the basis of the re-assessed
capacities. The point which, however, remains for consideration is
the capacity for the manufacture of bitumen barrels which the porty
is having at the Bombay factory as per the industrial licence granted
to them. As the party still claims the capacity for the manufacture
of bitumen barrels nlthough production has not been reported by
them, it was felt necessary that D.G.T.D. should arrange an inspec-
tion of the Bombay factory and report on their bitumen barrel
manufacturing capacity.

4, M/s. Hind Galvanising & Engineering Co. Ltd., Calcutta—
“The firm have claimed the capacity for the manufacture of 40/45
gallons oil barrels after having installed additional machinery and
therefore, it remnins to be examined whether setting up of capacity
for the manufacture of 40/45 gallon oil barrels by this unit should
be permitted especially since the inductry is on the “banned list”. It
was decided that this proposal should be further examined after as-
.certaining their eligibility for taking an industrial licerce snd the
‘case be put up for the consideration of the Licensing Committee for

-a decision,

5. M/s. Standard Drum & Barrel Manufacturing Co., Bombay.—
“The capacity of 6,100 M. Tonnes per annum on single-shift as recom-
‘mended by the D.G.T.D. was accepted. But as this assessment was
dbased on inspection made in the year 1961, it was decided that this



102

factory should be inspected again and another essessment made, sor
that a uniform standard could be ensured in all these cases. -

6. M/s. Steel Containers Ltd., Bombay and M/s. Industrial Con-.
tainers Ltd., Calcutta—The recommendations of the D.G.T.D. viz.,.
8,300 M. Tonnes per annum and 7,900 M. Tonnes per annum respec--
tively on single-shift far these units were accepted.

7. M/s. Assam Oil Co., Digboi, (Assam).—This is a consumer fab-
ricator with an existing licensed capacity 3,080 tons per annum and
D.G.T.D. have not made any re-assessment of the capacity of the-
Unit. As, however, recently the party has come with @ request for
enhancement of their capacity to 3,840 M. Tonnes per annum it was:
decided that this request may be acceded to.

8. Shri R. S. Khanna, Ministry of Petroleum & Chemicals observ-
ed that Indian Oil Co. would be coming up shortly for setting up an
oil barrel making plant in collaboration with Hind Galvanising Com-
pany at Barauni and that this should be kept in view while revising:
the capacities of the existing fabricators. It was agreed that this.
could be examined as and when @& proposal from the Indian Oil Co..
is received.



APPENDIX V
S. No. LEI (B) (35) /66. .

No. LEI(B)-5(35) /65
GOVERNMENT OF INDIA

MINISTRY OF INDUSTRY
New Delhi, the 16th August, 1966.

NOTE FOR THE LICENSING COMMITTEE

SuBJECT: —Re-assessment of capacity of 40/45 gallons oil barrel in--
dustry.

M/s. Bharat Barrel & Drum Mfg. Co., Bombay and M/s. Standard
Drum & Barrel Co., Bombay had been representing to the Govern-
ment for quite some time that their licensed capacities for (18G) oil
barrels did not correctly represent the installed capacities which
were claimed to be higher, and were pressing for a re-assessment cf
capacity and also allocation of raw materials on the revised basis.
As a matter of fact, M/s. Bharat Barrels, who are licensed for manu--
facture of drums and barrels at Bombay, had shifted in 1962 a part
of their machinery to Calcutta without prior approval of the Gov-
ernment, and the Government took a serious view of the firm’s ac-
tion and a warning wuas also issued in December, 1962 in this connec-
tion. They were then told that allocation of raw materials for the
Calcutta factory would not be separate and no additional quota over -
and ebove what had already been authorised in respect of the Bom-
bay plant would be allowed. Subsequently, however, the firm start-
ed representing and claimed allocation of raw material separately
for both the Bombay and Calcutta units on the basis of the actual in-
stalled capacity. It was therefore decided to have the factories in-
spected by the D.G.T.D. for the purpose of assessment of capacity.
D.G.T.D.’s inspection of the Bombay factory (visited 5/6th February,.
1864) and of the Calcutta factory (visited on 11/12th December, 1963)
revealed the capacities as 22,000 and 5,200 M, Tonnes per annum
(assessed on single shift) as against the assessed capacity of 18,300
tons of oil barrels corresponding to the industrial licence for the Bom-

bay unit. ,
Sepantely M/s. Standard Drum and Barrel Co.,, Bombay, had:
also been pressing for re-assessment of the capacity of their oil barrel”
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‘Plant and in this context it was decided to review the ofl barrel capa-
city in the country as there were only 6/7 units in the line, On the
basis of the inspection carried out by the D.G.T.D. during 1863-64, the
assessed capacities of all the units, including those of M/s. Bharat
Barrels, were considered at an inter-Ministerial meeting held on 18th
-June, 1964 and it was decided to accept the D.G.T.D.'s nssessment
in these cases. In respect of M/s, Hind Galvanising however it was
decided to examine the case separately and in respect of M/s. Stand-
ard Drum & Barrel Co. it was agreed to have another inspection
made,, as the earlier inspection was done as far back as November,
1961. Subsequently, the case of M/s. Hind Galvanising was decided
and it was agreed to register them for a capacity of 6,000 tonnes per
-annum. M/s. Standard Drum factory was again inspected in August
1964 and the assessed apacity of 14,538 tonnes per annum was also
.accepted. A statement indicating details in regard to the six units,
relating to their licensed capacities and acsessed capacities (on single
shift) is enclosed.

2. It may be pointed out that in all these cases the assessed capa-
cities are Wifferent from the licensed capacities and for the purpose
of raw material allocation, the basis is taken at present to be the
assessed capcity accepted as a result of inspection made during 1963-
64. Further these assessed capacities have been reckoned on sing’e
shift basis. Even after the assessment made in 1963-64, M/s. Bharat
Barrels have been particularly complaining that their capacities
were grossly under-assessed by the D.G.T.D. As representations on
this account continued to pour in, it was decided to have ano‘her in-
spection carried out with a view to obtaining an assessment of the
actual installed capacity in the industry. D.G.T.D. inspected the
factories during July/December, 1965, and as a result of inspection
it has come to our notice that there has been considerable additicn
to the installed capacity between the time of earlier inspection and
the current one. In the case of M/s. Bharat Barrels particularly,
considerable evidence has been obtained to show that there has been
a deliberate attempt on their part to add to their capacity by either
addition or replacement of machines and also to shift machinery
between the Bombay and Calcutta units. As in addition further
irregularities have also been noticed in respect of this firm it has
been decided separately to investigate the matter further in consul-
tation with the concerned authorities like Ministry of Iron & Steel,

C.C1 & E, DG.T.D; etc. It has also been decided not to take into
account the inspection of 1965 for the purpose of allocation of raw
material and further, that the present basis which is as a result of
1963-64 inspection should continue undisturbed. It may be. pointed

~out that re-assessment of capacities on the basis of maximum wtilise-
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tion of plant and machinery is not proposed to be attempted for the
present in any industry. Even in regard to drum and containers in-
dustry the question of re-assessment which was considered separate-
ly at inter-Ministerial meetings, was brought up before the Licensing
Committee who however recommended (meeting held on 7th Sep-
tember, 1965) that re-assessment of capacity should be deferred for
the present. The present note which is being placed before the
Licensing Committee for information is only in respect of the 40/46
gallon oil barrels industry, where it was necessary to have a re-
assessment during 1963-64 as a result of circumstances explained
above. It is also proposed mot to accept the re-assessment. made
in 1965 for the present, particularly in view of the fact that short
supply of steel sheets is @ continuing problem. The single shiit
assessment of 1963-64, which is the current passes for the allocation
-of raw material, will have to continue for some more time and the
‘ question of assessment on maximum utilisation basis can be con-
sidered only in due course when the raw material supply position
.also improves.

Submitted to the Licensing Committee for information.
Sd/- (N. Sivaraman),
Under Secretary to the Government of India.

Oil Barrel Industry (40/45 gallons)

. Assessed capacity p.s.
No. Name of the firm Licensed capacity/date on single shirt in M.T.

of Licence (in Tons) ~ate of inspection
by D.G.T.D,
I 2 3 4

1 M/s. Bharat Barrel & 18300 (as amended on 22,000
Drum Mfg. Co. (P) 5-6-61) (5/6-2-64)
Ltd., Bombay. or (1030,000 Nos.)

2 M/s. Bharat Barrel & Not licensed  but 5,200
Drum Mfg. Co. (P) shiftirg part of
Lid., Calcutta. machinery  from

Bombay to Calcutta
agreed to in our
letter dated 1-12-

1962.

3 M/s. Standard Drum & 3,700 (Provisional 16,100 (Nov. ’61)
Barrel Mfg. Co., 11th Sept. ’58) x:;,538 (13th Aug..
Bombay. 64).

4 Hind Galvanising & Not licensed but ' 6,000
Engg. Co., Ltd., Cal-  regularised later. (not inspected).

cutta.

410 (aii) LS—8.
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s Steel Containers Ltd,, " 5,860 8,300

Bombay. (18th’ March, 1959) (17th Dec. ’63).
6 Industrial Containers 6,000 6,900
Ltd., Calcutta. (3rd March, 1959) (7th Dez:. ’63).

Extracts of minutes of 13th (Fourth Plan) Meeting of the L.C.
held on 13th September, 1966 (Sub-Committee), vide O.M. No. 40
(36) (16) L.C. 166, dt. 18-10-66.

- * * * -
Ttem No. 20) Re-asses.ment of capacity of 40-45
Part II gallons oil barrels Industry
LEI (B)

The Committee noted the position and agreed that the assessment
of capacity carried out in 1963-64 which is currently the basis for
the allocation of raw materials, should continue for the present.

* * * * .



APPENDIX VI
LOK SABHA
UNSTARRED QUESTION NO. 913
To be answered on 16th November, 1967.
SUPPLY OF BARRELS FOR INDIAN OIL CORPORATION

913. SHRI SITARAM KESRI:
SHRI SAMAR GUHA:
SHRI GEORGE FERNANDES:

. Will the Minister of PETROLEUM AND CHEMICALS ‘be pleas-
ed to state:

(a) whether it is a fact that the Khaitan Brothers against whom
allegations of evasion of tax have been made are connected with the
firm of Hind Galvanising and Engineering Co. (P) Ltd. of Calcutta
against whom charges of having supplied to the Indian Oil Corpore-
tion barrels fabricated out of Hot Rolled sheets as against Cold Rol-
led sheets and billed for those of Cold Rolled sheets and thus caus-
ed a loss of several lakhs of rupees to Government were made,

(b) whether Government have held eny inquiry into the charges
against the said firm and if so, the result thereof; and

(c) whether it is also a fact that the inquiry proceeding against
the firm were abandoned and the capacity of the firm for the manu-
facture of 45 gallon oil barrels was recognised when the firm was on
the banned list?

ANSWER

MINISTER OF STATE IN THE MINISTRY OF PETROLEUM
AND CHEMICALS AND OF SOCIAL WELFARE (SHRI K. RAGHU-
RAMAIAH): (a) and (b): M/s. Hind Galvanising and Engineering
Company Private Ltd., who have Shri S. G. Khaitan and Shri G. N.
Khaitan on their Board of Directors have supplied some barrels to the
Indian Oil Corporation Limited. The purchase order stipulated that
the barrels will be made out of Cold Rolled steel. It was, in fact,
discovered that the supply made was of Hot Rolled steel barrels. As
these barrels could also be used and were required, the supply made
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was accepted and the question of the price to be paid was referred
to arbitration. According to the award, the price of the barrels is
to be related to the cost of steel actually used by the fabricator. The
Indian Oil Corporation are arranging to make payment according to
the award, which results in a lower price than that originally accept-
ed in the purchaser order. There is, therefore, no question of any
loss to the Indian Oil Corporation or need for any inquiry on this
account

(c) M/s. Hind Galvanlsmg and Engineering Co. Pvt. Ltd., Cal-
cutta, who were already registered for the manufacture of small
drums and heavy duty barrels, had been requesting permission to
undertake the manufacture of oil barrels, for which they claimed
they were equipped. On verification, it was found that with the
existing machinery it would be possible for the company to manu-
facture oil barrels also. As these barrels were much in demand dur-
ing 1963-64 for meeting defence and oil refinery needs, it was decid-
ed to register this available manufacturing capacity, although this
was an item in respect of which applications for new capacity are
ordinarily to be rejected. Hind Galvanising & Engmeenng Company
Pvt. Ltd,, is not on the banned list.



APPENDIX VII

BARREL AND DRUM INDUSTRY

24-11-1967
*250. SHRI SAMAR GUHA
SHRI S. M. BANERJEE

Will the Minister of INDUSTRIAL DEVELOPMENT AND
COMPANY AFFAIRS be pleased to state:

(a) whether it is a fact that in view of the short supply of essen-
tial raw materials and the accepted policy of Government to utilise
fully the existing licensed capacity of an industrial concern, the
barrel and drum industry has been put on the ‘Banned list’ for the
last several years;

(b) If so, the reasons for allowing (i) Hind Galvanising and
Engineering Co. (P) Ltd. Calcutta (ii) Standard Drum and Barrel
Ltd., Manufacturing Co., Bombay to increase their existing capa-
city; and

(c) whether Government allotted raw materials to existing fab-.
ricatrs on the basis of the number of shifts before they generally
recognised a ‘fresh capacity and allowed successive expansions of
the above two companies?

THE MINISTER OF INDUSTRIAL DEVELOPMENT AND COM-
PANY AFFARS (SHRI F. A. AHMED): (a) The drum, barrel and
container industry has been placed on the ‘rejection list’ since 1960,
i.e. list of industries in which applications for licences under the
Industries (Development and Regulations) Act, 1951, may ordinarily
be rejected. The facts of existing installed capacity position of raw
material supply etc. are taken into account at the time of prepara-
tion of such rejection lists from time to time,

(b) M|s. Hind Galvanizing & Engineering Co. Pvt. Ltd. Calcutta,
who were already registered for the manufacture of small drums
and heavy duty barrels, had been pressing the Government permis-
sion to take up the manufacture of oil barrels for which they were
stated to be equipped. On verification, it was found that with the
improvisation of the existing machinery it was possible for them to
manufacture oil barrels. As these barrels were found to be very
much in demand during 1963-64 by the Defence Ministry and the
Oil Refineries it was decided to register this available oil barrei
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manufacturing capacity of M|s. Hind Galvanizing & Engineering
Co. Pvt. Ltd. who had already been producing small drums and
heavy duty barrels although the industry has been placed on the
rejection list.

Messrs. Standard Drums and Barrel Manufacturing Co. Bombay
were granted on the 11th September, 1958 a carrying on business
industrial licence for the manufacture of barrels, drums and con-
tainers for a capacity of 4200 tons per annum. Of this capacity,
which according to the licence was provisional and subject to re-
assessment, the capacity for 40{45 Gallon oil barrels was recognised
at 3700 tons initially. This was later revised to a figure of 14,538
tonnes per annum on the basis of reassessment of capacity which
was undertaken during 1963-64 in respect of all the oil barrel manu-
facturing units. As matters of fact, capacities of all the barrel
making units in the field were assessed and revised uniformly.

This matter is the subject of a writ petition flled in the High
Court of Delhi and the case is under consideration of the said High
Court.

(c) Allocation of raw materials to all oil barrel manufacturers has
been made on the basis of single shift assessed capacity of each of
the units and therefore the question of recognisnig ‘fresh capacity’
in particular cases as stated does not arise.



APPENDIX VIII
From: Sardar Khalilullah Khan.

No. 232 Jor Bagh (1st Floor)
NEW DELHI-3.

29th October, 1962.
Hon’ble Shri Nityanand Kanungo,

Minister for Industries,

Government of India,
New Delhi.

Sir,

Re: Permission for shifting of part of our Barrel Manufacturing
Plant from Bombay to Calcutta.

On the one side Leaders cry hoarse to industrialise the country
but when someone comes out to put up an Industry his efforts are
thwarted. Inspired with lofty zeal of national advance we readied
out of our old Plant of Drum making at Bombay a fresh plant and
sought Government'’s approval on three main grounds:—

(1) To ease Railway wagon shortage problem. (This involves
500 wagons a year);

(2) To cater to the growing demand of oilers in the Eastern re-

gion;

(3) To effect economy in our business. (We will save transport
charges).

At the present we manufacture drums at Bombay, with great diffi-
culty we get wagons for transporting the drums 1400 miles away,
suffering transit damage and natural delay in delivering our goods
to our customers.

The Director of Industries, Bengal Government, naturally wei-
comed the idea and wrote in unequivocal terms that if the Govern-
ment of India and the Commerce Ministry okays the shifting of such
machinery they would not object. Thus started the ‘rolling ball’ and
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it collected no moss either. Although we assured the Government
that:—

(1) We would not claim any fresh quota of steel for this en-
terprise (We are licensed for 27,000 tons already).

(2) We shall not reduce our licensed capacity at Bombay as
we work only one shift at the present.

(3) We shall not ask for any machinery or part’s licence in the
near future for this machinery in particular.

We told the Ministry further that we are already manufacturing
small drums in Calcutta and this would not only augment our pro-
duction but would prove of great utility to the oilers. There is a
demand of nearly 4 lakh drums every year and we and other ancil-
liaries met nearly 2(3rd of the demand.

After two years tessing from one office to another and from one
Ministry to another it was ultimately referred to the Development
Wing and they turned down our proposal on naturally flimsy grounds
without paying any heed obviously to our logic holding the view
that ours is an integrated plant to the question of shifting a part
of the plant does not arise.

A perusal of the file would satisfy you, Sir, of our just demand and
grievance,

It is, therefore, prayed that using your discretion and prerogative,
you would accord us approval for shifting and working part of our
oapacity of drum making to Calcutta and we once again reiterate
our assurance that:—

(1) We would not claim any fresh quota of steel for this pro-
ject over and above our licence for 27,000 tons quota.

(2) We shall not ask in the immediate future for spare parts.
or machinery.

It is the duty of every true Indian to save foreign exchange and
Railway Wagons and we are striving thus to help the country and
your gesture of patronage will greatly heal our wounds.

Yours obediently,
For Bharat Barrels & Drums Manufacturing Co.

Sd|- (KHALILULLAH KHAN)
Ex-Minister of Education, Patiala
Chief Executive.
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Letter from Sardar Khalilullah Khan dated 29-10-1962.
May I have a look at the file dealing with this case? |

Sd/- N. KANUNGO
6.11.1962

JS (RVS)
Sd/R. V. SUBRAMANIAM
6.11.1962
DS(CB)

Please get the papers from LEI(B) after getting the points
examined.

Sd/- C. BALASUBRAMANIAM |
7.11.1962

Messrs. Bharat Barrel & Drum Manufacturing Co. is wanting to
shift a part of their Barrel Plant from Bombay to Calcutta and they
have been approaching this Ministry repeatedly through different
sources for getting the approval. Notes on pp. 23-25 and 33-34/N
give the details of the case.

2. F. R. under reference is another letter addressed by Ex-Mi-
nister of Education, Patiala to M(I) wherein the request of Bharat
Barrel & Drum Manufacturing Co. for permission to shift a part of
their Barrel Manufacturing Plant from Bombay to Calcutta has
been emphasised. It has been brought out in this letter that the
Director of Industries, West Bengal, has welcomed the idea of the
shifting of the manufacturing capacity from Bombay to Calcutta.
But so far, this office has not received the confirmation from the
Director of Industries, Maharashtra, as to whether Messrs. Bharat
Barrel and Drum Mfg. Co. has shifted a part of their machinery,
which is already functioning in that State. It will be seen from
the noting given by the Development Wing p. 2728 and
30-31/N that no permission was accorded for transfer of the 45 gal.
oil barrel plant from Bombay to Calcutta. Development Wing,
however, has expressed their opinion that if more of raw material
is made available for Messrs. Industrial Containers Limited, Cal-
cutta, they should be in a position to satisfy the requirements in
that region. They have also mentioned that the surplus capacity
of the machinery installed in Bembay could cater to the needs of
Gujarat or Barauni, but so far no proposal from the party has been
received for shifting their factory.
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3. As regards their request to shifting the machinery required
for reconditioning the second-hand drums, the party has been asked
to furnish the details to the Development Wing and the case will be
dealt with by them on receipt of particulars;

4. The case can, however, be decided on receipt of particulars
from the Director of Industries giving the information as to whe-
ther the party has shifted any machinery from Bombay to Calcutta
which was already functioning in that State and, if so, whether any
permission was accorded by them.

M(I) may kindly see.

Sd/- C. BALASUBRAMANIAM
9.11.1962

M(I)

In view of the opinion of Development Wing the permission
may be granted straight away.

There is no point in waiting for the views of the Director of In-
dustry of Maharashtra, obviously he would not be expected to
favour a shift.

Sd/- N. KANUNGO
16.11.62

DS(CB)

Discussed with M(I). He felt that since Messrs. Bharat Barrel
& Drum Mfg. Co. are manufacturing drums in Calcutta, by, per-
haps, shifting a part of the machinery from Maharashtra State, for
supply against the requirements of that region we need not now
insist the party to shift back the machinery to Bombay. However,
the barrels are required by the various petroleum companies and
even in Messrs. Industrial Containers are to be given more quota
of raw materials for increased production to satisfy the demand,
it would take some time for them to manufacture barrels. Further,
if the drums are manufactured in Calcutta that would also ease the
transport position and avoid unnecessary shifting of these barrels
from Bombay to Calcutta. However, since Messrs. Bharat Barrel &
Drum Mfg. Co. manufacture these barrels with the raw material
already issued to them, no further quota should be allowed. He,
however, felt that there is no necessity for us to wait for a reply
from the Director of Industries, Maharashtra, in view of what is
stated at pre-page, portion marked X'

Sd/- C. BALASUBRAMANIAM
US (PSVR) 22.11.1862
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Notings from pp. 35 ante may kindly be seen. The reguest uf the
party for shifting a part of the plant from Bombay to Calcutta was
rejected by the Licensing Committee. The present decision is to
allow the party, for this shift, due to the developed situation.

Chairman of the Licensing Committee may like to see the draft
before issue.

Sd/- C. BALASUBRAMANIAM.

24-11-62.
Secy.
Sd/- S. Ranganathan.
26-11-62.
M®@.
Sd/- N. Kanungo.
26-11-62.
CIM.
Sd/- K. C. Reddy.
27-11-62.
US(PSVR).

Draft may issue.

Sd/- C. BALASUBRAMANIAM.
28-11-62.

No. LEI(B)-5(7) /61
Ministry of Industry
S. No. (36) New Delhi, the 1st Dec., 1962.
M/s. Bharat Barrel & Drum Mfg. Co. (P) Ltd,
95, Forgusson Road,
Lower Parel,
Bombay-13.

SusJecT: —Transfer of part capacity for barrel making from Bom-
bay to Calcutta.

Gentlemen,

I am directed to refer to your letter No. Nil dated the 9th October,
1961, on the above mentioned subject and to say that it has been
prought to the notice of this Ministry, that you have without prior
intimation to this Ministry moved a part of your barrel manufac-
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turing plant from Bombay to Calcutta. This alleged unilateral action
on your part is highly objectionable and against the provisions of
the Rules made under Industries Development & Regulation Act,
1951. ‘It may be noted that such objectionable action should not
be indulged in, by you, in future.

The representations received from you furnishing several reasons
have been considered in this Ministry. It has been stated by you
that the shifting of a part of our barrel manufacturing plant from
Bombay to Calcutta is required to meet the increased demand from
indentors of Calcutta region and also to avoid unnecessary utilisa-
tion of wagon-space involved in the transit of complete barrels from
Bombay to Calcutta. With a view relieve the wagon requirements
which are otherwise needed in the Eastern region of the country
at present it has been agreed to allow you to utilise at Calcutta
a part of the capacity already approved for the manufacture of 42—
45 gallons steel barrels at Bombay with the machinery alleged to have
been already shifted from Bombay. You may, therefore, send the
original licence issued to you in this regard, along with the full
details of the capacity, specifications etc. of barrel manufacturing
plant for further action.

It may, however, be noted by you that this shifting of a part
of your Bombay barrel manufacturing plant to Calcutta will not
entitle you to have any additional quota over and above what has
already been authorised to you in respect of the plant at Bombay.
No additional import of any plant, machinery or spare parts cic.
whatsoever, will also be allowed for this change.

Kindly acknowledge the receipt of this letter.

Yours faithfully,
Sd/- P. S. V. RAGAVAN.

Copy forwarded for information:—
1. Director of Industries Maharashtra, Sachivalaya Anexe,
2nd Floor, Bombay-32.
9. Director of Industries West Bengal, New Sectt. Bldgs, 1-
Hastings St., Calcutta.
3. Licensing Progress Section.

4. Guard File.
Sd/- P. S. V. RAGAVAN.
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. There are two points involved in the case of M/s. Bharat Barrel
& Drum Manufacturing Co. (Pvt.) Ltd., Bombay, viz.

(i) The fixation of their capacity in respect of the Calcuita
factory and Bombay factory and

(ii) Re-assessment of their over-all capacity.

2. As regard (i) above, they hold a licence under the Industries
(Dev. & Reg.) Act, 1951 for the manufacture of Drums and Barrels
for an annual capacity of 27,800 tons. (D.G.T.D. accepted a cape-
city of 18,000 tons for the purpose of steel allocation). They shifted
a part of the Plant and Machinery from the Bombay factory to Cal-
cutta without our prior permission. This shifting was later recog-
nized by us and the DGTD was asked to indicate the capacity for
the Calcutta factory and the corresponding reduction in the Bombay
Factory. After an “on-the-spot” inspection, the DGTD have indi-
cated the capacity as follows: —

(a) Calcutta—5,200 Metric tons per annum.
(b) Bombay—13,100 Metric tons per annum.

In this connection, the DGTD has based their recommendations on
the past history of the irregularities committed by the firm.

3. With regard to (ii) above, the question of the re-assessment
of the capacity of all the Drum Manufacturers has been under con-
sideration for sometime past. The DGTD was asked by us to re-
assess the capacity and to submit a report so that the case may be
further considered in terms of para. 4(iv) of the Ministry’s circular
No. Ind. Pol. 3(2)/63, dated 19th August 1963. It will be seen from
the notes on pages 27—32 in the linked file that this re-assessment
has been made and suggestions therefor have been made by the
Devclopment Officer. As regard the case of M/s. Bharat Barrel &
Drum Manufacturing Co. (P) Ltd., the Industrial Adviser (Enrgi-
neering) has not agreed for an upward revision. The By. Director
General (Engg.) has, however, directed the Development Officer
(Shri S. P. Singh) to again carry out an “on-the-spot” inspecticn of
their Bombay and Calcutta factories. I understand that the DeveloP-
ment Officer (Shri S. P. Singh) will be proceeding on tour for this
purpose in the first week of February, 1964. Thereafter, a report

will Lie submitted to us.
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%. 1t is in connection with the re-assessment of their capacity and
others, M/s. Bharat Barrel & Manufacturing Co. (P) Ltd. have sub-
mitted representation.

5. I think before considering the case further, we may await the
final report from the D.G.T.D.

Sd/- V. PRAKASH.
28-1-84

JS (PMN).

Minister may please see with reference to his minutes on the
FR.

Sd/- P.M NAYAK.
28-1-64

M().

Withdrawn from M(I) on 8th April 1964. The further report
promised by the D.G.T.D. has since been received. The whole case
may now be examined and put up urgently.

Sd/- V. PRAKASH.
8-4-64.

S.0.LEI(B).

M(I) desired to see these files again. The further Report of
the D.G.T.D. is on pages 102—105 of notes in the second linked file.
1 understand a further note has been submitted by D.G.T.D. to
JS(K), Deptt. of Technical Development and will be forwarded to
us soon. : 1

Sd/- V. PRAKASH.
16-4-1964.

MJ).

I have gone through the detailed notings in this case relating to
refixation of the capacities for the plants of Bharat Barrels at Bom-
bay and Calcutta separately. In view of the findings of the D.G.T.D.
after on the spot study, immediate action should be taken to allo-
cate steel quotas to Bharat Barrels at the rate of 22,000 tonnes for
Bombay amd 5,100 tonnes for Calcutta per annum. The question of
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increased capacities claimed by the firm, viz. 27,000 tonnes for Bom-
bay and 9,000 tonnes for Calcutta can be examined later.
Sd/- N. KANUNGO.
8-5-1964

JS(N)

Sd/- P. M, NAYAK

11-5-64.

US(VP).

Sd/- V. PRAKASH

11-5-64.
SO, LEI(B).
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APPENDIX XI

1. We are considered on this file the request of M/s. Hind Galva-
nising and Engineering Company Private Limited for permission to
manufacture 40/45 gallon drums in their factory. When the Indian
Galvanising Company was split up, the capacity was distributed
between M/s. Hind Galvanising and M/s. Industrial Containers and
according to the distribution, the plant for manufacturing 40/45

gallon drums was entirely transferred to M/s. Industrial Containers
Ltd.

2. While admitting that they do not have the Government’s ap-
‘proval for the manufacture of 40/45 gallon drums, for which purpose
they have come up now, they contend that they do have the plant
with them for the manufacture of this type of drums, and es a mat-
ter of fact they claim to have supplied these drums against Defence
orders, after obtaining Steel Sheets from free sale market. They
state that they have not consumed the stee], in any category receiv-
ed through the quota certificates of the LME Directorate. This point
may be checked up by the Deptt. of T.D. through the S.P. Returns
submitted by the party.

3. Apart from this, the main point to be considered is that, as the
manufacture of 40/45 gallon drums is covered by the Industries Act
and its development is now banned, we cannot approve of the firm’s
manufacturing activity in this line. This position has been already
clarified by DTU at p. 7/cor.

4, Before we take further action in the matter, we may confirm
from the Deptt. T.D. regarding position at ‘A’ in pre-page, reported
by the party in their letter dated 4th December, 19862 addressed to
LME (copy enclosed at p. 15/cor).

Sd/- S. KANAN, Sd/- P. S. V. RAGHAVAN,
27-4-63. 27-4-63.

Deptt. of T.D. (LME—Shri S. P. Singh, D.O.)
M/C&I U.O. No. 5(29) /62-LEI(B) dated 29-4-63.

D.G.T.D.

Regarding ‘A’ on pre-page certain queries were made fro.m the
party vide this office letter dated 20-5-63 the reply of which is still
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awaited. They have again heen reminded on 13-61963 and have
been asked to send their reply within % days from the date of issue
of the reminder. Our final comments will be sent to the Min, of

C.& 1. after the receipt of the reply from the firm. This also dis-
pose of Ministry of C.& I, reminder dated 6-6-1963.

Sd/- RISBUD,
17-6-63.

Min. of C. & 1. (LEI(B) Section.
D.G.TD. U.O. No. IME-II/2/1(121-A)]63|415 dated 17-6-63.

D.O. letter dated June 11, 1963 from the Chief Minister of West
Bengal to M(I)—

“May I have a look at the file? If it is one in Heavy Industries,
it may be called for”.

Sd/- NK
13-6-63.
Secretary
Urgent

Sd/- S. RANGANATHAN.
13-6-63
Please examine and put up the papers.

Sd/- P. S. V. RAGHAVAN,
14-6-63.

LEI(B)

1. In the letter dated June 11, 1963, the Chief Minister of West
Bengal has referred to his earlier letter dated May, 4, 1963 addressed
to M(I) on the request of M/s. Hind Galvanizing & Engineering Co.
(P) Ltd. for permission to manufacture 40/45 gallon capacity drums
under the Industrial licence granted to them. The firm’s case had
been examined in this Ministry in consultation with the D.G.T.D.
and their request was turned down in the Ministry’s letter 4-10-62
and subsequently reiterated also in the letter dated 22-3-63.

2. The circumstances of the case are briefly these—when M/s.
Indian Galvanizing Co. was split up, the capacity was distributed
between M/s. Hind Galvanizing and M/s. Industrial Containers, Cal-
cutta. In this distribution, the plant for manufacturing 40/45 gallon
drumg was entirely transferred to the Industrial Containers Ltd. In
the revised registration letter issued by the Ministry dated-1st Octo-
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ber, 1959, the amendment also clarifies that the manufacture of 40/45
gallon steel drums, which was previously being carried out by the
Indian Galvanizing Co., is excluded from the registration of Hind
Galvanizing Co. as the plant and the machinery relating to these
has been sold to M/s. Industrial Containers Ltd., Calcutta. D.G.T.D.
have stated that the plant of M/s. Hind Galvanizing was inspected
by an officer of LME Dte. in 1959 and the only plant they have got
is for manufacturing small drums of 4/5 gallons and upto 10 gallons
only and heavy drums of 60 to 90 gallons. They have also remark-
ed that we cannot recognise any new plant which they might have
subsequently installed for the manufacturing of 45 gallon drums.

3. While admitting that they do not have the Government’s ap-
proval for the manufacture of 40/45 gallon drums, for which pur-
pase they are representing, the firm contends that they do have the
plant with them for the manufacture of this type of drums and as
a matter of fact they claim to have supplied these drums against De-
fence orders, after obtaining steel sheets from free sale market.
They state that they have not consumed the steel, in any category
received through the quota certificates of the LME Dte. We have

requested the D.G.T.D. to check up this point and their comments
are still awaited.

4. The main point is that the manufacture of 40/45 gallon drums
is covered by the Industries Act and its development is now banned.
Taking into account all these facts, the firm’s request was turned
down. In the letter from the Chief Minister of ‘West Bengal, refe-
rence has been made to the statement of the Minister of Steel &
Heavy Industries that,

“The Union Government has given the green signal to manu-
facturers to go ahead with defence-oriented programmes.
Their schemes and production schedules will be formally
approved and regularised under the Industries Regula-
tion and Development Act later.”

to support the firm’s request for approval of their manufacturir.\g
activity in a defence-oriented line. It is stated in the Chief Mims-
ter’s letter that the firm is manufacturing many items of engineer-
ing products for the defence purpose and is supplying 40/45 gallon
drums to the Defence Department. Submitted

Sd/- S. KANNAN,
18-6-63.
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DS. may please see notes from p. 11 ante which explain the case
clearly. On Ministry’s letter dated 9th October, 1959 addressed to
the firm, it was clearly pointed out to them that the Registration cer-
tificate issued to them had been amended according to which this
firm has been permitted to manufacture only small drums with an
installed capacity of 100 tons vide letter at F/T. in Development
Wing’s file placed below. In view of this the firm had no permission
for the manufacture of 40 to 45 gallon drums. It is not understood

how the firm have been manufacturing these capacity drums with-
out Government approval.

We may explain the above facts to the Chief Minister, West Ben-
gal with reference to the letter at p. 20/cor.

Sd/- P. S. V. RAGHAVAN,
226-63.
DS (TRV)

Ref: M(I)’s minutes on P.U.C.

The Chief Minister, West Bengal in his letter to M(I) has urged
that Hind Galvanising and Engineering Co. Pvt. Ltd. should be al-
lowed to undertake manufacture of 40/45 gallon standard steel drums.
At present under their registration certificate they can only

manufacture drums of 4/5 gallons and upto 10 gallons only and 60/90
gallons.

The company had directly represented to the Ministry for permis-
sion to manufacture 40/45 gallon steel drums in their letter of 31st
July, 1962. It has been carefully considered in consultation with
the Department of Technical Development. The manufacture of
40/45 gallon drums is at present on the banned list. The question
arose whether manufacture of such drums should be undertaken by
the consumers themselves in their own factories or by commercial
manufacturers and the Licensing Committee decided that request for
fabrication by consumer fabricators should be considered on merits.

In other words, the ban on manufacture by comimercial fabricators
continues.

In these circumstances, it is not possible to agree to the proposal
of Hind Galvanizing and Engineering Co. A letter to Chief Minister,
West Bengal is placed below.
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(We have no information about Defence Orders having been
placed on the company. It is only the company’s claim).

Sd/- T. R. V. CHARI,
25-6-63.

M(I)

1 would like to have a report from the Technical Development
Department regarding this case with special reference to the follow-
ing points:—

(i) When was the first plan published?

(ii) When was the industrial licence granted and what were
the terms of the original licence?

(iii) Under what circumstances the establishment was split up
and under what considerations different capacities were
allotted {0 the divided establishments?

(iv) Is it necessary to have special machinery for fabricating
a particular size of drum and if so under what circum-

stances this particular Company acquired and installed
such machinery?

(v) The Department should check up if any enquiries from
the Defence Department or the D.G.S.& D. have been
issued to this particular firm or their requirement of this
particular size of drum is supposed to have increased.

Sd/- N. KANUNGO
1-7-1963.
DS(TRV)

This subject is now under DS(CB’s) charge.

Sd/- T. R. V. CHARL,
1-7-63.
DS(CB)

Please collect the information as Wesired by M(I), if not avail-
able with us, from the Tech. Dev. Department and furnish early.

Sd/- C. BALASUBRAMANIAM,
2-7-63.
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I?.G.T.D. may please see the minutes of M(I) and kindly furnish
the information required as early as possible,

Sd/- P. S. V. RAGHAVAN,
2-7-63.
D.G.T.D. (Shri H. N. Risbud),
M. of C&I 5(29)/62-LEI(B) dated 3-7-63.
DTE. GENL, OF TECH. DEVELOPMENT
LME. DTE. I

Ref: M(I)’s note at pre-page.

The information required in answer to the queries raised therein
is as under seriatum

(i) This industry is not included in the list of planned industries.

(i) M/s. Indian Galvanizing Co., Calcutta (1926) had applied
for registration in respect of the industries known as Iron & Steel
(4) on 18th/23rd February, 1954 for manufacture of following items
at Howrah:—

Drums, Agricultural Trailers, Tanks, Cisterns, Trolleys, Duct-
ing Light Structures, Fancing, Hamilton Poles, Cane slate,
etc. Windows and Sashes, doors, louvres and grilles.

The firm was accordingly issued Registration Certificates No.
R/4/125, dated the 31st May, 1954 under Iron and Steel (4) by the
Ministry of Commerce and Industry. However, the said Registra-
tion No. was amended subsequently to read as R/IA (7) (92) vide
Ministry of Commerce and Industry letter No. IA(7) (92)TA(VI)R/58
dated the 11th February, 1959. No capacities used to be indicated
in the Registration Certificate at that time. L.M.E. Directorate was
looking after the manufacture of Drums and their installed capacity
was assessed at 2300 tons per quarter for the manufacture of Drums.

(iii) M/s, Indian Galvanizing Co., Calcutta closed their plant in
1958 due to labour troubles. They informed this Office vide their
letter dated the 4th February, 1959 as under:—

(a) The 40/45 gallon plant was taken over by a new concern
namely M/s. Industrial Containers Ltd. Calcutta and sub-
sequently Licence No. L/LA.(T)N-71/58 dated the 3rd
Mnrch, 1959 was issued in favour of the new concern for
a capacity of 1500 tons per quarter (6,000 tons per
annum).



(b) The plant for the manufacture of Drums other than 40/45
gallon barrels and Hopes Doors and Windows was sold
to M/s. Hind Galvanizing & Engineering Co. Private Ltd.,
Calcutta alongwith the Factory premises. The Registra-
tion Certificate was subsequently changed from M/s.
Indian Galvanizing Co., to the name of M/s. Hind Gal-
vanizing Co. vide Ministry’s letter No. IA (4)-IA (V)-T/
58, dated the 1st April, 1959. M/s. Hind Galvanizing &
Engineering Co. Private Ltd. were further informed vide
Ministry of Commerce & Industry letter No. IA(4)-IA(V)-
R/58, deted the 19th December, 1959 and the Registration
Certificate amended in their favour includes only manu-
facture of Drums other than Standard Steel Drums 40/45
gallon for a capacity of 800 tons per quarter, as the acti-
vities pertaining to the manufacture of Standard Steel
Drums (40/45 gallon drums) and Hopes Doors and Win-
dows hitherto carried on by the Indian Galvanizing Co.
(1926) Ltd. and the plant and machinery relating thereto
has been sold to M/s. Industrial Containers Ltd., Calcutta
and M/s. Hopes Metal Widows (Indian Ltd., Calcutta).

(iv) Yes, machinery and plant suitable for the manufacture
of small drums is not capable of producing 40/45 gallon
drums. In fact the Factory of M/s. Hind Galvanizing Co.,
was inspected in 1959 by an Officer of the Development
Wing and it was observed that they had got plant in their
factory to manufacture only small drums. However,
the plant for the manufacture of heavy drums (that is
bigger than 45 and upto 90 gallons capacity) was not com-
plete. The firm had recently put in an import applica-
tion for the import of machinery and plant for the value
of Rs. 2 lakhs for the manufacture of 40/45 gallon drums.
The application was rejected as the firm was not register-
ed for the manufacture of this size of drums. If the con-
tention of ‘the firm is that they have got the plant for the
manufacture of 40/45 gallon barrels today we are not
aware of the sources from which it has been procured.

(v) This information is not available with this Office and if
desired the same can be asked from the Directorate Gene-
ral of Supplies and Disposals.

It is also pointed out that an anonymous complaint dated the
23rd October, 1962 had been received against M/s. John Petterson
& Co. India Ltd., and their allied concerns including M/s. Hind Gal-
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vanizing Metal Engineering, Calcutta regarding misuse of imported
and indigenous raw materials allotted to them. The matter is still
under investigation. In fact C.C.I. & E. has referred the matter to
the Special Police Establishment on the request of Oil & Food Dir-

ectorate against misuse of import Licences by M/s. John Petterson
& Co., Calcutta.

This issues with the concurrence of 1.A. (Engg.).
Sd/- H. N. RISBUD,
22-7-63.

Min. of C. & 1. (Shri PSV-Raghavan).
DGTD U.O. No. LME/DC-510142/(3){1245 dated 23-7-63.

Reference above.

1. Office note from p. 11/ante will recall the case. M(I) desired
the D.G.T.D. to furnish a report on certain points, vide his minute
dated 1st July, 1963 at p. 15/ante.

2. D.G.T.D. have furnished their comments at pp. 16—18/n. The
file may now be submitted to M(I).

Sd/- S. KANNAN,
24-7-63.
US(PSV)

Before submitting the case to M(I) we should ascertain informa-
tion about item (4) in the minute of M.I. from D.G.S. & D.

Sd/- P. S. V. RAGHAVAN,
30-7-83.
A draft O.M. is submitted for approval please.
Sd/- S. KANNAN,
1-8-63.
US(PSV)
Sd/- P. S. V. RAGHAVAN,
1-8-63.
Spoken, Drafts, amended as desired.

Sd/- 8, KANNAN,
3-8-63.
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US(PSV)

Sd/- P. S. V. RAGHAVAN,.
3-8-63.

Serial No. 9 (Issue)

A draft O.M. reminder is submitted for approval please.

After issue, we may want for about a week, even if no reply is
received, the paper may be submitted to M(I).

Sd/- S. KANNAN,
22-8-63.

Serial No. 10 (Issue)
Serial No. 11(F.R.)

Notes from page 11-18/ante may please be seen which will give the:
history of the case. It will seen therefrom that this firm who are
licensed to manufacture small drums and heavy drums of 60/90 gal-
Ions capacity have taken up the manufacture of 40/45 gallon capa-
city drums without obtaining the prior approval of the Government.
of India as required under the Industries (D&R) Act, 1951. They
have requested in their letter dated 31st July, 1962 to amend the
industrial act licence granted to them for the manufacture of other
types of containers and drums to enable them to take up the manu-
facture of 40/45 gallon capacity drums also. This request was con-
sidered in consultation with the concerned authorities and it was not
agreed to. The firm was informed accordingly vide our letter dated
4th October, 1962. On this the party again represented vide their-
letter dated 20th November, 1962 giving the plea that they are al-
ready manufacturing this type of drums for mecting the Defence
requirements etc. It was again considered and turned down vide
our letter dated 22nd March, 1963. The party again represented on
22nd April, 1963 with their request supported by the Chief Minister:
West Bengal. The position has been explained in our notes at pages
11-14/ante. M (I) made certain enquiries wide his minutes at page
15/ante. These have been replied in seriatum by the D.G.T.D. vide
their notes at pages 16-18/ante. Only one querv against item (v)
on page 15/ante still stands unreplied. In this regard a reference
had already been made to the D.G.S.&D. New Delhi vide our O.M.
at page 24/cor. Another reminder has also been issued but no reply
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-has been received so far. These papers may now be submitted to
M(I) for persual.
Sd/- H. P. Saini
28-8-63
Sd/- S. Kannan
28-8-63
US (VP) !
The information desired by M(I) is still incomplete. Please put
up a D.O. letter to D.G.S.&D. to furnish the information asked for
from them immediately.
Sd/- V. Prakash
12-9-63
A draft D.O. reminder is submitted for approval please.
US (VP)
Sd/- H. P. S.
12-9-1963
Sd/- V. Prakash
13-9-63
Serial No. 12 (Issue)

Since no reply has been received so far from D.G.S.&D. to our
D.O. letter at page 28/cor., we may send another reminder. A draft
D.O. reminder is submitted for approval please.

Sd/- H. P. S. Dt.
15-10-63
US(VP)
Sd/- S. Kannan
15-10-63
Sd/- V. Prakash
16-10-63
Serial No. 13 (Issue)
A draft D.O. reminder is submitted for approval please.
Sd/- H. P. 8.
6-11-63
Sd/- S. Kannan
6-11-63
US(VP)

Sd/- V. Prakash
7-11-63



131
Serial No. 14 (Issue)
A draft D.O. reminder is submitted for approval please,
Sd/- H. P. S.
6-12-63
Sd/- S. Kannan
6-12-63

US(VP)
Sd/- V. Prakash
7-12-63

Serial No. 15 (Issue)

A draft D.O. reminder is submitted for approval please.

Sd/- H. P. S.
7-1-64
Sd/- S. Kannan
8-1-64

US(VP)
Sd/- V. Prakash
8-1-64

Serial No. 16 (Issue)

A draft D.O. reminder is submitted for approval please.

Sd/- H. P. S.
17-2-64
Sd/- S. Kannan
17-2-64

US(VP)
Sd/- V. Prakash
18-2-64
Serial No. 17 (Issue)
In this case one O.M. reminder and six D.O. reminders havé been

issued to D.G.S.D. but nothing has been heard so far. US(VP) may
perhaps like to discuss the matter personally on phone for expedit-

ing the issue.

Sd/- H.P. S.

20-3-64
Sd/- S. Kannan

20-3-64
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US(VP)

In connection with the re-assessment of the capacity of all the
Drum Manufactures, the D.G.T.D. have examined the case of M/s.
Hind Galvanising and Engineering Co. also and have submitted their
recommendations in regard to their manufacturing Steel Drums of
40/45 gallons. The relevants file on which this request was submit-
ted by D.G.T.D. has been submitted to M(I) in the end of January,
1964 and is still with him. Let us await the return of the papers
from M (). |

Sd/- V. Prakash
20-3-64

Serial No. 18—22(F.R.)

The request of Messrs. Hind Galvanising & Engg. Company Pri-
vate Limited for grant of permission to take up the manufacture of
40/45 gallons oil barrels drums was placed before an inter-ministe-
rial meeting for consideration along with the other units engaged in
the mmnufacture of such drums/barrels. This meeting was called
for to review the capacity of 40/45 gallons oil barrels industry.

It will be seen from the minutes of that meeting that the firm
have claimed the capacity for the manufacture of 40/45 gallons o1l
barrels after having installed additional machinery and therefore, it
remains to be examined whether setting up of capacity for the
manufacture of 40/45 gallons oil barrels by this unit should be per-
mitted especially when the industry is on the “banned list”. It was,
therefore, decided that this proposal should be further examined
after ascertaining their eligibility for taking an industrial licence
and the case be put up for the consideration of the Licensing Com-
mittee for a decision.

In view of the above, we may ask the party to furnish the details
of their fixed assets as in the draft put up for approval please.

Sd/- H. P. S.
27-6-64

After issue of the draft, the file may be shown to Minister for
information, with reference to notes at p. 24/ante.

US(VP)

Sd/- S. Kannan
29-6-64.
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Issue. A brief note explaining the whole case may be put up for
submission to M(I&S).

Sd/- V. Prakash.
29-6-64.

5.0. LEI(B)
Serial No. 26 (Issue)

Pp. 52—57,/cor—Ref. Notes from 24 ante and Serial No. 27— (F.R.).

Messrs. Indian Galvanizing Company Calcutta (1926) was regis-
tered under the Industries (Dev. & Reg.) Act, 1951 for the manufac-
ture of following items and a registration certificate No. R/4/125
dated 31st May, 1954 was issued in their favour: —

“Drums; Agricultural Trailers; Tanks; Cisterns; Trolleys;
Ducting Light Structures; Fencing; Hamilton poles; Can
Slates; Windows and Sashes; Doors; Louvres and Grilles.”

As in 1954 it was not the practice to mention any capacity on the
registration certificates, no capacity was indicated thereon. IME
Dte. of the D.G.T.D. who were looking after the Drums Industry,
however, assessed the capacity of this unit as 2300 tons per quarter
for the manufacture of drums.

In 1958, Messrs. Indian Galvanizing Company Calcutta closed
their plant due to labour troubles and informed D.G.T.D. as under: —

“(a) The 40/45 gallon plant was taken over the new concern
namely Messrs Containers Ltd., of
and subsequently Licence No. L|TA (7) |N-71{59 dat-

ed 3rd March, 1959 was issued in favour of the new con-
cern for a capacity of 1,500 tons per quarter (6,000 tons
per annum for the manufacture of 40/45 gallon capacify

drums.

(b) The plant for the manufacture of drums other than 40/45
gallons capacity and Hopes, Doors & Windows was sold to
Messrs. Hind Galvanizing & Engineering Company Pri-
vate Limited, Calcutta along with the factory premises.
The registration certificate was subsequently changed
from Messrs. Indian Galvanizing Co. to the name of Mes-
srs. Hind Galvanizing Co. vide letter No. 1A (4)-IA (V)-T|
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58 dated the 1st April, 1959. The new firm was informed
that the amended Registration Certificate includes only
manufacture of drums other than standard steel drums of
40/45 gallon capacity for a capacity of 800 tons per quar-
ter as the activities pertaining to the manufacture of
standard steel drums of 40/45 gallon capacity and Hopes.
Doors & Windows carried on by the Indian Galvanizing
Co. with the plant and machinery had been sold to Messrs,
Industrial Containers Ltd., Calcutta and Messrs. Hopes &
Metal Windows (India) Ltd., Calcutta respectively”.

Messrs. Hind Galvanizing Co. have now been requesting for a
very long time to recognise their activity for the manufacture of
40/45 gallon capacity oil barrels within their over-all capacity,
which is 800 tons per quarter or 3,200 tons per annum. This
unit was inspected by an officer of the D.G.T.D., in 1959 when it
was found that they had got plant and machinery for the manufac-
ture of small drums only. Plant and machinery meant for the manu-
facture of heavy drums i.e. bigger than 40/45 gallon capacity and
upto 90 gallon capacity, was not complete with them. During 1963
this unit applied for the issue of an import licence to enable them
to take up the manufacture of 40,45 gallon capacity drums. The
value of import was Rs. 2 lakhs. This import application was reject-
ed by the D.G.T.D. since the party did not have the permission to
take up the manufacture of 40/45 gallon capacity drums.

After an enquiry made by the D.G.T.D. it was found recently
that the party have been manufacturing 40/45 gallon capacity oil
barrels on an improvised basis by using the plant and machinery
already available in the factory. D.G.T.D. were originally of the
view that as requested by the firm, their capacity of 3.200 tons should
be split up in two i.e. 1,600 tons for the 40/45 gallon capacity and the
balance of 1,600 tons for the manufacture of other types of drums
which the firm have been manufacturing in accordance with the
types indicated in the Registration Certificate. It has further been
informed by the D.G.T.D. that the firm have purchased additional
plant and machinery for the manufacture of 4G/45 gallon capacity
barrels without prior permission of the Government and thus con-
travened the provisions of the Industries (D&R) Act, 1951. How-
ever, as it was proposed to agree in the case of Messrs. Bharat Bar-
rel & Drum Mfg. Co.,, who also contravened the provisions of the
said Act, the D.G.T.D. proposed in this case also that the firm’s capa-
city for the manufacture of 40/45 gallon capacity barrels as 6,000
tons per annum and 1,600 tons for drums of 5 to 10 gallon capacity

be recognised.
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The above facts were placed at an Inter-Ministerial meeting held’
on the 19th June, 1964, wherein this firm’s request was considered-
along with the other manufacturers of 40/45 gallon capacity drums
and it was observed that the firm have claimed the capacity for the
manufacture of 40/45 gallons oil barrels after having installed addi-
tional machinery and therefore, it has to be examined whether set-
ting up of capacity for the manufacture of this type of barrels by
this unit should be permitted especially when the industry is on
the “banned list”. It was, thus decided that this proposal should be
further examined after ascertaining their eligibility for taking an

industrial licence and the case be put up for the consideration of the
Licensing Committee for a decision.

A letter calling for the information from the party in regard to
the total value of their fixed assets has already been issued and a
reply thereto is still awaited.

Submitted with reference to notes on page 24 ante and JS(N)’s:
note of 2nd July, 1964 on page 52 of cor.

Sd/- H. P. S.
14-7-64
Sd/- S. Kannan
14-7-64
US(VP)
Sd/- V. Prakash
15-7-64
DS(NC)
Sd/- N. Chidambram-
15-7-64
Sd/- P. M. Nayak
17-7-64
JS (PMN)

Please examine the case further in view of firm’s reply at p. 58/
cor. and submit.

Sd/- V. Prakash
18-7-64.

LEI(B)
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A draft note for Licensing Cormamittee, based on the Office note
{above) is submitted for approwval please.

Sd/- H. P. S.
28-7-64
Sd/- S. Kannan
29-7-64
US(KPB)
Sd/- K. P. Biswas
30-7-64
DS (NC)
Sd/- N. Chidambram
31-7-64
JS (PMN)

Notes from p. 26 may please be read. This is a case of regulari-
.sation of capaeity which has been set up (although without our pre-
vious permission) for manufacture of 40/45 gallons oil drums. The
‘firm had been licensed for manufacture of smaller size drums. They

set up a capacity for larger size drums after obtaining a plant from
an established importer.

2. These drums are very much in demand by the Defence Minis-
try and the Oil Refineries and Secretary, whom I have consulted,
has suggested that the capacity may be regularised, as recommend-
ed by the D.G.T.D. (As the total assets of the undertaking are less
than Rs. 25 lakhs, no licence would be necessary). The question
whether the industry should continue on the “banned list” will be
considered in the Licensing Committee.

Sd/- P. M. Nayak
10-8-64
‘Minister (I&S)
Sd/- H. C. Dasappa
11-8-64
Sin¢e the total value of fixed assets of this unit is less than Rs 25

lakhs, no action seems necessary on our part either to issue another
‘licence or amend the R/c. already held by the party. It is now for
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D.G.T.D. to enlist this unit on central S.P.I. list for the manufacture
of 40/45 gallon oil barrels also as per .decision given above. These
papers may therefore, now be shown to them for further necessary
action. (They may be requested to return our papers urgently).

Sd/- H. P. S
14-8-64
Sd/- S. Kannan
17-8-64
US (KPB)

Sd/- K. P. Biswas
17-8-64

DGTD (Shri Risbud, D.0.)—LME-II Dte.
‘M/1&S U.O. No. 5(29) /62-LEI(B) dated 18-8-84

The above decision of the Ministry of Industry & Supply has been
now communicated to the party. As the capacity of the oil barrels
is now 6,000 tons per annum by converting part of their existing
«capacity for small drums, we have intimated them the revised capa-

city as follows: —

40—45 gallon oil barrels . 6,000 tons per annum
Small Drums .. 1,600 tons per annum
Sd/- H. N. Risbud
22-8-64

Development Officer.
‘Ministry of Industry & Supply

1LME-II Dte. U.0. No. LME-II/1(121-A) /Rev./64 dt. o

410 (Aif) LS—I10.
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MINISTRY OF COMMERCE AND INDUSTRY
Development Wing
(L-.M.E. Dte.)

SusJecT: Letter No. HG/SKC/3903/62, dated 31st July, 1862,

* addressed to the Ministry of Commerce and Industry copy

endorsed to this office, by M/s. Hind Galvanising ond
Engineering Co. Private Ltd., Calcutta.

In connection with the above representation it is pointed out
that when Indian Galvanizing Co., was split up the capacity was
distributed between M/s. Hind Galvanizing and M/s. Industrial Con-:
tainers, Calcutta. In this distribution the plant for manufacturing
40/465 gallon drums and containers was entirely transferred to the
Industrial Containers Limited. Hence, M/s. Hind Galvanizing are
not entitled to manufacture 40/45 gallon drums within their exist-
ing quota since they have not acquired any plant for this purpose.
This is also clear from their letter dated September 1, 1959 address-
ed to the Hon'ble Minister of Industries. '

. In.-the revised registration letter issued by the Ministry dated
1st October, 1959, the amendment also clarifies that the manufacture
of  40/45 gallon steel drums, which wag previously being carried out
‘by. the Indian Galvanizing Co., is excluded from the registration of
Hind Galvanizing Co., as the plant and the machinery relating
thereto has been sold to M/s. Industrial Containers Ltd., Calcutta.

In their representation under consideration the firm have stated
that they can manufacture drums from 1 to 90 gallons. This is not
correct. Their plant was inspected by an Officer of the L.M.E.
Directorate in 1959 and the only plant they have got is for manu-
facturing small drums of 4/5 gallons and upto 10 gallons only and
heavy drums of 60 to 90 gallons. Therefore, we cannot recognise
any new plant which they might have subsequently installed for
the manufacture of 45 gallon drums. It is therefore, suggested that
the party may be intimated that they will not be permitted to
manufacture 40/45 gallon drums with their existing machinery and
within their existing registration.

Since the manufacture of 45 gallon drums is covered by licence
under the Industries Act and its development is now banned, the
question of allowing them to apply for a licence for the manufacture:
of 45 gallon drums also does not arise.

« Sd/- X X X
Development Officer:
Ministry of C. & I. (Under Secretary—Shri R. C. Sethi).
Dev. Wing U.O. No. LME/2/1(121-A) /62/dated 5th September, 1962.
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. Copy of letter No. HG|SKG|5049|62, dated 4th December, 1962
from M/s. Hind Galvanizing & Engineering Co. (P) Ltd., Calcutta
addressed to the Dsvelopment Officer (LME), Min. of Commerce
& Industry, New Delhi

Suesect:  Submission of S. P. Returns for Drums and containers

h industry.

RrrEreNce:  Your letter No. LME2|2]1(121-A) SPR|DC:62{1121 dated
16th November, 1962.

We acknowledge receipt of your aforesaid letter and in reply
to the same we beg to state as follows:—

In our S.P. Returns we have shown receipts of 150, 49 and 23
tonnes and consumption of 72, 27 and 50 tonnes of steel in sheets
received from other sources i.e. from free sale i.e. otherwise than
controlled sources in the returns of June, July and August, 1962
respectively. These aforesaid steel in sheets was received from
other sources and were consumed for the purpose of manufacturing
drums and containers including heavy drums in terms of the Licens-
ing of industrial undertakings granted by the Ministry of Com-
merce and Industry under Industries (Development & Regulation)

Act, 1951.

It is a fact that we have shown production and supply of 45
gallon drums in our S.P. Returns. This is due to the fact that we
obtained an order from the Defence Department of supply 1000 nos.
of 45 gallon drums and we have accordingly supplied to them after
purchasing steel in sheets from free sale market. For the purpose
of manufacturing the aforesaid 1000 drums of 40/45 gallon capacity
we did not consume steel in sheets in any category received through
quota certificates from your Directorate.

In this connection we also like to mention here that we have
already intimated the Under Secretary to the Government of India,
Ministry of Commerce & Industry, New Delhi (Kind attention: Mr.
P. S. V. Raghavan) under our office letter No- HG|SKC|4969!62,
dated 20th November, 1962, a copy of which has also been forwarded
to you for your kind information.

In ‘the said letter you will be pleased to find that we have em-
phasized by stating the fact that since our existing plant and
machinery, equipment and others have got the capacity to manu-
facture of 40/45 gallon standard steel drums under the same schedule



140

industry (4)—lIron & Steel, we do not find any reason how we shall
be debarred from getting the permission to manufacture 40/45 gallon
standard steel drums in our factory at 11, Goho Road, Howrah. The
particular demand against which the supply has been effected, as
it was considered to be very urgent demand to meet the operational
demand, we have to execute the orders and for our future activities
pertaining to manufacture of 40/45 gallon standard steel drums, we
still seek your permission and request you to remove the ban
immediately from the aforesaid Industrial licence granted in favour
of us, so that in such a critical situation of the country when prepara-
tions are going on for defence we may not be held up to do our

usual work for the purpose of the country and. for which act of your
kindness we shall remain grateful to you.

Sd/- S. K. CHATTERJEE.



APPENDIX XII
D.O. No. 138-CM
CHIEF MINISTER WEST BENGAL
Calcutta, June 11, 1963-

My dear Nityanand Babu,

I addressed to you a letter No. 116-CM on May, 1963 (Annexure)
in respect of removal of ban on manufacturing 40/45 gallon capacity
drums from the Industrial Licence granted in favour of M/s. Hind
"Galvanizing & Engineering Co. (P) Ltd., to which I have not been
favoured with any reply as yet. A copy of the said letter is enclos-
ed for your perusal and necessary action.

Yours sincerely,

Sd/- PRAFULLACHANDRA

Secy.

May I have a look at the file.

If it is one in Heavy Industries it
may be called for.

Sd/- N. Kanungo

13-6-1963. .

Shri Nityananda Kanungo,
Minister for Industry,
Government of India,

NEW DELHIL
Encl. ' .-
D.O. No. 116 CM
Calcutta

The 4th May, 1963.
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My dear Nityananda Babu,

I have received a representation from M/s. Hind Galvanizing and
Engineering Co. Private Ltd. which I am enclosing for your perusal.
With regard to their prayer, I am quoting below excerpts from the
statement made by Shri C. Subramaniam, Minister-in-charge of Steel
and Heavy Industries, Government of India, and published in the
“Economic Times” Bombay in its issue of the 21st November, 1962: —

“The Union Government has given the green signal to manu-
facturers to go ahead with deferrce-oriented programmes.
Their schemes and production schedules will be formally
approved and regularised under the Industries Regulation
and Development Act, later”.

A copy of the said statement is enclosed for your ready reference.

M/s. Hind Galvanizing and Engineering Co. Private Ltd. is
manufacturing many items of engineering products for the defence
purpose and they also manufacture and supply, I gather, 40/45
gallon standard steel drums to the Defence Department. They ex-
pect to receive further orders from the Defence Department as well
as from Oil Companies.

This firm was managed by Messrs. Balmer Lawrie & Co. Ltd. and
it was then known as Indian Galvanizing Co. (1926) Ltd. after its
transfer to the present management the name of the said Company
has been changed to M/s. Hind Galvanizing & Engineering Co.
Private Ltd.

M/s. Balmer Lawrie & Co. Ltd. could not run the Indian Gal-
vanizing Co. (1926) Ltd. because of serious labour unrest in con-
sequence of which over 600 hands were thrown out of employment.
The present promoters of the Company took great risk at the time
of the purchase of this concern and now they have been able to
engage about 600 hands. I am informed that there is a further
potentiality and scope 'to employ 200 more labourers. '

The machinery and equipments purchased by M/s, Hind Gal-
vanizing & Engineering Co. Private Ltd. under the same schedule
of industry and under the Industrial licence can manufacture 40/45
gallan standard steel drums and, therefore, the ban imposed on them
may be removed.

In view of the present unemployment problem and also to safe-
guard the supply of the Defence Department I hope you will kindly
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.take a sympathetic view and remove the ban on manufacturing
-40/45 standard steel drums from the Industrial Licence granted in
favour of Messrs. Hind Galvanizing & Engineering Co. (P) Ltd.

‘Shri Nityanand Kanungo,

t

Minister of Industry,
‘Government of India,
New Delhi.

Yours
P. C. SEN



APPENDIX XIII
(LMF-II Directorate)

The Minister of Supplies called for me on 8th September, 1963
to know the position about the following:—

1. Import recommendations for the import of wire for the
manufacture of wire netting etc. vis-a-vis, M/s. Ashoka
Wire Products, Calcutta.

It was explained that there were 5 units borne on our list for
the manufacture of wire netting. During the last licensing period,
viz. October, 1962—March, 1863, the full recommendations for the:
import of wire in favour of this industry was made under DLF
Steel Coiling. As a result of representation during the current
licensing period, the recommendation for the import of wires is
based on 10 per cent against free steel ceiling and the balance 90:
per cent under DLF Ceiling. Perhaps the Party might have
approached the Minister due to the reason that wire from DLF areas
is much costlier than general currency areas. It was also explain-
ed to the Minister that it was not possible to further increase the
free foreign exchange as the same has been drastically cut during
the current licensing period. The Minister gave no further orders
on the subject.

2. The Minister desired to know the background of the case:
of M/s. Hind Galvanizing & Engineering Co., Howrah,.
vis-a-vis, manufacture of 40/45 gallon ofl barrels.

It was briefly explained to the Minister that prior to the splitting:
of the plant, the complete plant, for the manufacture of different
sizes of drums and barrels and plant for the manufacture of doors
and windows was owned by M/s. Balmer Lawrie & Co., Calcutta..
Due to some labour treuble, the plant was lying idle for some time.
Thereafter, the plant was split up into three portions as under:

(a) The plant for the manufacture of 4 to 5 gallon drums
and heavier drums other than 40 to 45 gallon barrels sold
to M/s. Hind Galvanising & Engineering Co,, Calcutta..
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(b) The plant for the manufacture of 40/45 gallon oil barrels’
was retained by M/s. Balmer Lawrie & Co., and a new

company started in the name of Industrial Containers,
Calcutta.

(c) The plant for the manufacture of Hopes doors and
windows was sold to some other party.

In the Industrial Licence issued in favour of M/s. Hind Galvanis-
ing & Engineering Co. it is clearly stated that they are only authoris-
ed to manufacture small drums and heavy drums other than 40 to
45 gallon oil barrels.

The Minister, therefore, ordered that a JFO may be deputed
again to inspect the factory and report whether the existing plant is
suitable to manufacture 40|46 gallon oil barrels or not and also
whether any balancing equipment will be required to make it suit-
able for the manufacture of 40|45 gallon oil barrels.

Sd/- S. P. SINGH
8/10
IA (M) Sd|- V. P. S. Menon 8|10
DDG (E) Sd/-B. D. Kalelkar 11/10.

D.O.|Secretary.

Action on ‘A’ may please be taken first before papers go to the-
Secretary—Shri S. P. Singh.

Sdj- S. P. SINGH
Sd|- 8. S. KUMAR.
D. D. G. (E) Sd|- B. D. K. 15{10
D.O. (LME) Sd|-S. P. 8. i
15/10/63
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APPENDIX XV

“Camp: New Delhi
28th May 1968.

SHRI FAKHRUDDIN ALI AHMED, '

Union Minister for Industrial Development

and Company Affairs
New Delhi.

Dear Sir,

Establishment of new barrel fabricating unit at Madras by
the Indian Oil Corporation Ltd.

1. The undersigned barrel fabricators constitute the industry in
the private sector. Their present combined capacity, recognised by
the Government, is 67,778 tonnes, which represents 25,75,564 drums
on single shift basis or 51,51,128 drums on double shift working per
annum. The actual effective capacity as assessed by the D.G.T.D.
in 1965 is, however, much higher than this.

The current demand for lube barrels in the country does not
exceed 24 lakhs drums as confirmed by all the major oil companies
in their joint representation to the Ministry of Petroleum & Che-
micals dated 28th February 1968 in support of their steel requirement
for the coming year as per copy enclosed (Annexure I).

It is thus evident that there is ample spare capacity in the country
to meet any possible demand for years to come, even if we allow
a maximum growth rate of demand at 10 per cent per annum.

2. Most of the existing units have been forced into working on
a single shift basis and that too at overall average of 60 per
cent of capacity —— for want of adequate supplies of drum steel.
This category of steel continues to be in short supply and accord-
ing to the latest information from the Ministry of Steel, Mines
and Metals, the position for drum steel is not likely to improve in
the foreseeable future. Thus 40 per cent of the recognised capacity
of the barrel manufacturing units even on single shift basis conti-
nues to remain idle.

3(a) Due to a limited demand for barrels and the existence of
idle capacity in the country, aggravated by the shortage of drum
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steel, the Industry was put on the banned list for further licensing
.in 1866. However, allowance was then made for captive units.

(b) After a review of the position in 1967, even the allowance
made for captive units was withdrawn thus placing a total embargo
on the cregtion of fresh capacity, whether captive or otherwise.

4. It is therefore with some surprise that we learnt of the pro-
posal under discussion in the Licensing Committee during the re-
cent weeks, namely, the proposal of the Indian Oil Corpnration Ltd.,
to create fresh capacity by installing a new drum plant in Madras
to serve the Madras Refinery. To press its case for a captive unit,
it is understood that 1.0.C. has estimated a demand of 15 lakh drums
per annum, which is expected to be generated in one year’s time.

. ‘5. Ever since the proposal was first raised we have attempted
to represent to the authorities our considered view that the sanc-
tioning of extra capacity would create more problems than it would
solve. Following individual approaches to the various -Ministries
and departments concerned we have jointly addressed a letter dated
5th April 1968 to the Secretary of your Ministry, and a copy is-
attached for your ready referrence (Annexure II).

6. In response to our letter referred to above, we were received
by representatives of your Ministry and the D.G.T.D. on 2nd May
1968 at which meetings we explained, and we believe to the satis-
faction of the officials concerned, that the consideration of the pro-
posal in question was not justified. Some of the main charges level-
led at the fabricators were clarified by us as in the following terms: —

(a) Settlement of Prices.—We were prepared to settle prices on
the basis of tenders and/or negotiations by I1.0.C. with individual
fabricators. We also confirmed our readiness to accept price fixation
by any mutually acceptable third party e.g. The Tariff Commission,
etc., or work on a cost plus basis. o

(b) Ready supplies—In order to meet 1.O.C’s contention that
supplies were not readily available near the site of operations and
also to cut out freight charges, all the fabricators individually
agreed to set up units near Madras from our spare plant lying
unutilised at present. Most of them also agreed to transfer capa-
city for the purpose of steel allocations, if required. The period
in which the shifting of plant and equipment could be arranged was
indicated by the fabricators as nine months or earlier as the situa-

tion warranted.

7. At the above meeting it was also pointed out that the estima-
ted demand of lube barrels at Madras, as indicated by 1.0.C., was.
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‘wholly unrealistic. On information collected from the o0il com-
panies, the present consumption of barrels in South India on a
liberal evaluation is placed at 3 lakhs per annum, which is more or
less the quantity presently supplied in filled condition by the oil com-
panies from Bombay and Calcutta. It would be unreasonable to
estimate a rate of growth at higher than 10 per cent per annum, as
even this figure has never been achieved. Therefore it is our submis-
sion that single shift capacity of about 5 lakhs drums per annum would
be more than adequate to meet the possible future demand at least
upto 1970/71. This is, of course, completely within the scope and
competence of the existing fabricators. As a matter of interest, even
‘5 lakh drums represent more than the present total demand in
‘Calcutta, from all the oil companies combined.

8. There is some doubt as to the accuracy of the figure of 15 lakh
drums being the estimated demand at Madras as quoted by 1.O.C.
According to the Petroleum & Chemicals Ministry’s own admission,
L1.O.C's total all-India demand for barrels in the year 1968-68 will
be 12,54,000 drums, as stated by the Minister of State in that Minis-
Ary (Sri K. Raghuramiah) in the Lok Sabha as recently as on April
29th in reply to unstarred question No. 8773 (copy enclosed—
Annexed IIT). Thus initially the demand at Madras is hardy likely
to exceed 5 lakh drums per annum as mentioned in the foregoing

‘paragraph.

9. The Ministry of Finance has been reported in a press announce-
‘ment on 4th January 1968 to have confirmed that Government re-
sources will not be utilised for setting up units in the Public Sector
where existing capacity is lying idle. In the case of the Barrel
Industry, we have not been able to achieve production of more than
60 per cent of a single shift due to the scarcity of drum steel and a
limited demand for barrels. The creation of fresh capacity will
only aggravate the situation and reduce the supply of steel to exis-
ting units, thus rendering further capacity idle and leading to re-
trenchment and unemployment problems.

10. Further, it is not possible for 1.0.C. to put up a barrel plant
in Madras without incurring considerable foreign exchange expen-
-diture. This is unjustified as established Barrel Fabricators are
in a position to set up the required capacity in Madras from existing
equipment in their possession and will not require any foreign ex-
<hange at all.

11. It is because we have been led to believe that the Licensing
«Committee is likely to approve the proposal we are constrained to
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appeal to you to have the above representation examind carefully
before a final and irrevocable decision is taken on the setting up of
a cap?_ive unit at Madras. The list of industries placed on the banned
list was revised and item No. 29 of Part A reads “Drums and Barrels
(except for captive consumption on merits)”. There can be no
Justification for this change in 1968, other than to accommodate the
request of 1.O.C. for a new barrel manufacturing plant at Madras
because there has been no change in the situation since 1967,

12. The implications of this change are far-reaching and fraught
with serious repercussions leading to enormous hardships to the
existing fabricators. We would therefore earnestly request you to
consider our appeal in the light of the representation made above
and stay the installation of any increase in capacity in view of your
own statement in the Lok Sabha on 27th February 1968 in reply to
unstarred question No. 1852 which reads: “(c) The present total
assessed capacity for the manufacture of oil barrels is 67,778 tonnes
on single shift. The production of oil barrels reported during 1968

was 45,346 tonnes and during 1967 the production was 46,500 tonnes
approximately.”

Yours faithfully,
FOR AND ON BEHALF OF,
Bharat Barrel & drum Manufacturing Co. (P) Ltd
Sd. L. P. GOENKA.
Standard Drum & Barrel Manufacturing Co.
Sd. M. C. Kapadia
Steel Containers Ltd.
Sd. C. K. SINHA
Industrial Containers Ltd.
Sa. C. K. SINHA
Hind Galvanizing & Engineering Co. Private Ltd
Sd. H. G. O'NEIL

410 (aii) LS—1L.



154
COPY ANNEXURE F
- "' Bombay, ~
February 28, 1968.
The Secretary,
Ministry of Petroleum & Chemicals,
Govemment of India,

New De1h1

18-Gauge Steel Sheet for Barrels for Lubricating Oil.
Dear Sir,

The purpose of this letter is to once again draw your kind atten-
tion to the immediate danger affecting the distribution of lubrica-
ting oils and greases in the country due to non-availability of new
drums in adequate quantities and the repercussions that this situa-
tion will have on various user units, particularly Government Agen-
cies like the Railways, Defence, Steel Plants, Road Transport Un-
dertakings, Factories, Power Plants, Tube-well Operations, etc, As.
you are aware, non-supply of lubricants in an effective manner
will jeoparadise the entire field of mechanised operations in the
country.

In this connection a series of meetings were held recently in the
office of the Iron & Steel Controller, JPC, Hindustan Steel Ltd., and
HSL Rourkela Plant where representatives of the Oil Industry and
Barrel Fabricators discussed at length the 18-gauge drumsheet
supply situation and measures that need to be adopted to relieve
the seriousness. We are indeed grateful to the Iron & Steel Con-
troller and JPC for the prompt action—although short range—that
has been taken which would result in some relief during the months
of March and early April. No line of action has however been clear-
ly indicated as to what provision would be made for the future in a
fashion that will provide continuity in the supply of drums for the
year April 1968/March 1969; in fact we have been advised that we
may expect to receive just about the same quantity of steel as was.
made available in 1987, and no more, and that' we should represent.
to you and the Steel Ministry that the shortfall be imported. It
may be mentioned here that if the Oil Industry managed to move
product out into the market in 1967 without serious breakdowns, it
was not because steel for barrels was made available in adequate
quantities but because fabricators utlized a sizeable stock of steel
which was supplied towards the end of 1966 and which was carried
forward into 1867. Furthermore a considerable quantity of second-
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hand reconditioned barrels was used as an experiment with, unfor-
tunately, unhappy results. A considerable quantity of eil was also
moved in bulk. Furthermore, our ullage problem did not fortu-

nately become as acute as estimated, as some of the tankers which
were to arrive in 1967 actually docked in January/February 1968.

We now wish to touch on the historical position of lube drum
supplies over the years. Steel for 18 gauge drums has been in acute
short-supply for several years and the oil industry, being the largest
single consumer of 18-gauge steel, has always been the most hard
it. It will be recalled that towards the end of 1963 as assessment
of oil industry needs was made by the then Ministry of Mines and
Fuel and the Steel Ministry, and it was accepted that the Oil Indus-
try demand for barrels would be the equivalent of 48,000 tons of
steel per year. This survey was made at a time when the 10C
demand for barrels was considerably lower than is obtaining today
and the total import quota for lube base stock for all the major
Oil Companies in 1964 was 30,300 tons. You are aware that the
present monthly quota for the major Oil Companies has been fixed

as under:

Indian Oil Corporation .. .. 14,900 Tonnes
.Burmah-Shell e 12,250 ,,
Esso . 8650 ,,
Caltex .. 4,150 ,,

Total 39,950 Tonnes

———

‘Say 40,000 Tonnes or 480,000 Tonnes per year.

For reasons listed in the attachment, approximately 75 per cent
of the above quantity will have to be distributed in the country in
wnew drums”; the balance 25 per cent will be distributed in bulk,
second hand drums and small tin containers. Hence the total quan-

tity of “new drums” required to barrel lubesigreases during April
1968/March 1969 period would be:

75 X480,000% 6

= 21,60,000 drums
100

In terms of steel 21,60,000 —3ge= 57,000 tonnes of steel will be
required during the 12 month period April 1968|l"‘[arch 1969. This
does not include requirement of AOC, Gulf Oil, Tidewater, Castrol
and 10C’s demand to barrel Barauni products. As against this de-

-0xd enjoe .Id; uerd o3 pajqeus aq 1M Dl jey} [re 199F oM ‘puewr
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dugction on indigenous milla would be in the region of what was ac-
tually supplied in 1967. For your information, the actual gquantity
supplied by HSL Rourkela in 1967 was 21,000 tons and by Indian Iron
and Steel Co. approximately 9,000 tons, totalling 30,000 tons. We are
advised that even though a total quantity of 480,000 tons had been
planned on HSL and IISCO, i.e. 32,400 tons on HSL and 15,600 tons
on IISCO, the former were advised to produce only about 21,000 tons
whereas the latter was beset with continuing labour problems. As a
consequence, the Oil Industry suffered a serious set-back in their
plans to distribute lubricating oils in a rational distribution pattern
consistent with the best interests of the nation, Bulk shipments and
shipments in second-hand reconditioned barrels had to be resorted
to on a large scale to be able to create ullage in the storage tanks for
the in-flow of lube base stocks off the tankers and to be able to move
the product out to usage points in good time to keep the wheels of
industry 'moving. In the attachment we have listed the various fac-
tors which militate against excessive use of bulk transportation
media and large scale use of reconditioned drums.

During our recent meeting in the office of the JPC Calcutta, we
were advised that the Steel Priority Committee would be meeting in
Delhi some time early in March 1968, to determine the priorities that
should be accorded to the various industries consuming 18-gauge
steel. The purpose of this letter is to request that an immediate
meeting be convened in Delhi—in any case prior to the Steel Priority
Committee Meeting—to discuss the following: —

1. A meeting between representatives of 10C, B/Shell, Esso
and Caltex and P & C Ministry, DGTD and Ministry of
Steel, to firmly establish Oil Industry’s requirement of
18-gauge steel as 57,000 tonnes for the year 1968/69.

2. A separate meeting between the above participants and re-
presentatives of barrel manufacturing industry to firmly
establish that the planning and production of the above
quantity of 57,000 tonnes be undertaken on a “top priority”
basis at a fixed monthly rate of approximately 4800 tonnes
per month on a continuing basis for 12 months; Steel Mills
to be authorized to ensure that the above despatch rate is
not disturbed under any circumstances without specific
concurrence of the Ministries of Petroleum & Chemicals and
Iron & Steel.

Referring to para 2 above, Rourkela advice that their current cold-
rolled mill capacity is 170,000 tonnes per year with a growth poten-
tial of upto 600,000 tonnes per year which would result from the
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installations/alterations which have recently been made in the steel
plant and which have already been commissioned. Supply of only
87,000 tonnes per year should not therefore pose a serious problem
even if the entire quantity was to be supplied by Rourkela. In point
of fact IISCO can, hopefully, be expected to supply upto 12,000 tonnes
per year and Rourkela, therefore, would need to supply 45,000 tonnes
during April 1968/March 1969 period. We, therefore, do not agree
with the suggestion made in the recent meetnig in JPC’s office that
the Oil Industry should make out a case for imports, particularly
since, we believe, such imports would be AID financed resulting in
the barrel cost going up from about Rs. 46 to about Rs. 65 to Rs. 70
with attendant repercussions on the trade. It will be appreciated
that if imports must be made there are other steel consumers that
could, perhaps, sustain a burden of a cost increase by over 50 per
cent. However, if steel is imported from Rupee sources or against
free exchange licences, the cost of steel would be considerably lower
and the drum price structure might lend itself for acceptance by the
ultimate customer of packaged product; this would need to be ex-
amined.

In view of the extreme urgency, may we request that the meetings
asked for above be convened as early as possible prior to the SPC’s
meeting to be held in New Delhi some time in early March 1968.
Your co-operation in this matter will be greatly appreciated.

Very truly yours,

BURMH-SHELL OIL STORAGE INDIAN OIL CORPORATION

& DISTRBUTING CO. OF INDIA LTD. LTD.
By Sd/- By Sd/-
CALTEX (INDIA) LIMITED. ESSO STANDARD
EASTERN, INC.
By Sd/- By Sd/-

Copy to: Secretary, Ministry of Steel, New Delhi.
Iron & Steel Controller, Calcutta.
JPC Calcutta.

ANNEXURE I

The Reasons why bulk shipments cannot be effected beyond a limited
ENTENT

1. High grade oils demand very stringent quality.control safe-
guards. Furthermore, only a small percentage can be moved in bulk,
wherever the customers have facilities for receiving and storing bulk
supplies and are equipped to maintain the necessary quality control
features. These supplies are restricted to big customers in the city
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-of Bombay only as specific tank trucks for specific grades ha
operated. This is not feasible in the caSep:fc supﬁy to ,up‘:ntx:tbr;
customers because it is not practicable to reserve tank trucks exclu-
sively for upcountry customers due to operational reasons and be-
cause requirements at individual locations, grade-wise, are so small
that large volume shipments cannot be effected.

2. With regard to large consumers like the Railways, a proposal
for shipping Diesel Engine Lubricating Oil in bulk was at one time
put forward. However, the railways felt that the proposal will not
be feasible in view of the contamination factor involved in supplying
-product in railway tankwagons. The railways are not prepared to
take any risk which might involve damage to the diesel engine as a
resul of use of contaminated lube oil.

3. We are supplying Axle Oil in bulk to the railway wherever they
have facilities for receiving and storage of this product; the conta-
mination problem in Axle Oil is not as serious as in other high grade
oils,

4 More than 30 per cent of the high grade oils supplied to other
customers are spread over the entire country and have to be sup-
plied packed in drums, since their individual requirements for spe-
cific grades are very small and they are unable to take supplies in
bulk.

5. If large customers, such as the railways, transport operators,
defence and other government agencies are prepared to take lnrge
volume of- oils in bulk, it will be nccessary for them to instal tankage
to receive and store oils. This will take quite some time and it does
not, therefore, offer an immediate solution to the problem. Here
again the Railways will have to set up a mechanism whereby they
can ensure supply of tankwagons to the industry for specific oils and
for specific locations. This, in our opinion, is not feasible.

The reasons why large-scale use of second-hand reconditioned drums
cannot be resorted to

1. There is no modern and efficient reconditioning plant in ope-
ration in the country which can produce an acceptable quality of
irum suitable for packaging high grade oils.

« During the acute steel shortage in the last quarter of 1967 and
euring January/February 1968, Oil Companies experimented on large
scaie use of reconditioned drums. The experiment was a total fai-
ture for the following -reasons:

(a) Quality of drums was so poor that we had to reject as high a
pércentage as 20380 per cent during inspection prior to
filling. : '
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4b) Selected drums were filled and despatched t6 various des-
tinations. Leakages developed en-route resulting in nume-
rous customers receiving drums in poor condition with at-
tendant product loss. This not only created relationship

situation with customers but also resulted in sizeable pro-
duct loss which the country can ill-afford.

(c) Availability of reconditioned drums became difficult be-
cause of increased demand from the Oil Companies. This
demand pressure had its ultimate effect on price and we
had to pay a price about equalling the new drum price.
This price level, we believe, will have affected other small
consumers of second-hand drums, such as vegetable oil
trade, tallows, etc.

COPY

ANNEXURE 11
Registered A.D.

5, Graham Road,
Ballard Estate,
Bombay-1.

5th April, 1968.

“The Secretary,

‘Department of Industrial Development,
Ministry of Industrial Development,
Udyog Bhavan,

NEW DELHIL

Dear Sir,
Establishment of New Barrel fabricating Unit

1. We, the undersigned barrel fabricators, are alarmed to learn
that the present policy of discouraging the setting-up ?f new urfits
and/or increase in existing capacity may bg relaxed. ' This action
would automatically result in a further sub:dwisiou of 18 gauge steel
sheet which is in short supply. The creation of new units 'wﬂl not
provide additional capacity as there is already spare capaclt:{ lying
idle with existing fabricators, but will only result in aggrevating the
present low Jevel of production.
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2. We detail below the established licenced capacity on single shift

working: .
T;nnes
Bonibay B
Bharat Barrels 22,000
S.tandgrd Barrels 14,538
Steel Containers’ 8,300
Calcutta
Bharat Barrel 5,200
Industrial Containers 7,900
Hind Galvanising 6,000
Others
A.0.C. (Digboi) 3,882
Bhusaval 5,000
——72,820

The licenced capacity of 72,820 tonnes as above does not include
the additional installed capacity of the existing units which has al-
ready been verified by the DGTD. This subsequent assessment,
which works out to more than double the licenced capacity, is still
lying with the DGTD for regularisation and recognition, prior to
issue of revised Industrial licences.

3. We table below the total demiand for the current year April,

1968 to March 1969:

Tonnes
1.0.C. (excluding Barauni) 21,000
Burmah-Shell . 17,000
Esso . . 12,000
Caltex . . J 6,Q°
Asgam Oil other minor 011 Coxnpames, Petro-Chcxm
cals and Food Styffs . 10,000

-10C—Barauri . 6,000

72,000
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It will be observed that the overall steel requirements of the
major. oil companieg is 57,000 tonnes. Of this only 48,000 tonnes has

been confirmed to the Ministry of Steel by the Ministry of Petroleum
and Chemicals.

The demand of the major Oil Companies and other consumers of
72,000 tonnes represents less than one single shift working of the
existing units as shown in para 2 above.

You will realise that the true capacity on a single shift basis is
far in excess of the present demand.

4. Allowing for an exaggerated growth of 10 per cent for each:
successive year (which has not yet been achieved), the demand in
1970 will be only 87,120 tonnes. The projected demand is far below
the existing actual single shift capacity of established units,

5. The shortage of barrels over the past two years cannot be re-
lated to performance on the part of the fabricators because of the
prevailing shortage of steel and the bifurcation of 0il movement into-
bulk and smaller packing. The present position is no better and it
shall continue until such time as steel is available in adequate quan-
tities to enable the fabricators to achieve their rated output. The
creation of new units by consumers and/or Companies in the public
sector would cause further distress to fabricators resulting in shut-
down and lay-off of labour and staff. The industry is therefore in
immediate need of protection. That can only be achieved hy con-
tinuing the restrictions in force at present and not allowing any new
capacity to be established.

6. We confirm having sent you the following telegram reading:

“BARREL FABRICATORS ALARMED TO LEARN THAT
YOU ARE CONSIDERING PERMISSION FOR ESTAB-
LISHMENT OF NEW BARREL FABRICATING UNITS
BY CONSUMERS AND PUBLIC SECTOR COMPANIES
STOP THE PRESENT RESTRICTION ON INCREASING
EXISTING CAPACITY FOR ANY REASON WAS IM-
POSED BECAUSE OF INSUFFICIENT DEMAND AND
STEEL TO MAINTAIN EVEN SINGLE SHIFT PRODUC-
TION STOP INDUSTRY ALREADY EXPERIENCING
SEVERE RECESSION RESULTING INTERMITTENT
CLOSURES AND INABILITY TO MAINTAIN REGULAR
SINGLE SHIFT PRODUCTION STOP CREATION OF
NEW UNITS WOULD RESULT IN FURTHER DISTRESS
CAUSING LAY OFF OF LABOUR AND STAFF STOP
DELEGATION OF FABRICATORS WILL WAIT ON
YOU WITH FULL DETAILS SUBSTANTIATING NE-
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CESSARY PROTECTION OF EXISTING UNITS STOP
PLEASE GRANT INTERVIEW EARLIEST LETTER
FOLLOWS” ‘ '

7. We understand that for the packaging of lube oils at Madras

a large quantity of drums will be required. The barrel fabricators
are willing to transfer existing spare capacity to Madras and any
other locations in India and set up plants of sufficient output to meet
the entire requirements of these installations. Each fabricator is
prepared to negotiate with Government for transferring sufficient
spare capacity to Madras or elsewhere to meet the entire expected
requirements.

8. Representatives of the barre! fabricators will wait on you and

we shall be grateful if you will kindly indicate at the above address
a suitable time convenient to you for discussions.

€C:

CC.

<c:

Yeours faithfully,
FOR AND ON BEHALF OF:

Sd/-
Bharat Barrel & Drum Manufacturing Co. (P) Ltd.
Sd/-
Standard Drum & Barrel Manufacturing Co.
Sd/-
Steel Containers Ltd.
Sd/-
Industrial Containers Ltd.
Sd/-
Hind Galvanizing & Engineering Co. Private Ltd.
The Secretary,

Ministry of Steel Mines & Metals
Udyog Bhavan, New Delhi.

. The Secretary, Ministry of Petroleum & Chemicals,

North Block,
New Delhi-1.

The Ministry of Planning,
Yojana Bhavan,
Parliament Street,

New Delhi-1.

Sri M. M. Vadi,

Senior Industrial Adviser (E),
Directorate General of Technical Development,

New Delhi.
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ANNEXURE 111

LOK:  SABHA
Unstarred Question No. 8773
To be answered on 29th April, 1968
Lube Oil Barrels and Bitumen Drums for 10C.

8273. SHRI S. M. BANERJEE: Will the Minister of PETROLEUM
AND CHEMICALS be pleased to state:

(a) the total annual requirement of the Indian Oil Corporation
Limited for lube oil barrels and bitumen drums;

(b) whether the Corporation is meeting its requirement for these
_items by inviting offers through public tenders or by purchasing
through direct negotiations with the manufacturers;

(c¢) whether all the licensed manufacturers of these items are
being invited to quote agpinst the enquiries of the Corporation; and

(d) if so, whether all the offers so received are considered by the
Corporation?

ANSWER

MINISTER OF STATE IN THE MINISTRY OF PETRO-
LEUM AND CHEMICALS AND OF SOCIAL WELFARE (SHRI
K. RAGHURAMAIAH): (a) The estimated requirement of the
Indian Oil Corporation for lube oil barrels during 1968-69 is 12,54,000
and for bitumen barrels 1,50,000 to 2,00,000.

(b) The requirement of these barrels is met by inviting public
tenders except for supplies from the Ordnance Factory, Bhusaval.

(c) Public tenders are invited.
{d) Yes, Sir. { K



APPENDIX XVI

Summary of Recommendations|Conclusions contained in the Report

S.No.  Reference to

Para No. of Summary of Recommendations, Conclusions
the Report

1 2 3

1 232 The Committee note that the Drum and Barrel In-

2 2.33

dustry was placed on the banned list in March, 1960

when the capacity of the barrel fabricators was 36,940 -
tonnes only. This capacity increased to 67,778 tonnes
in 1963-64 and to 90,450 tonnes in 1965. Between 1960

and 1965 the capacity of M|s. Bharat Barrels had in-

creased from 18,300 tonnes to 38,000 tonnes, of M]s.

Standard Drums from 3,700 tonnes to 17,900 tonnes,

of M|s. Steel Containers, Bombay from 5,860 tonnes

to 9,450 tonnes, of M|s. Industrial Containers, Calcutta

from 6,000 tonnes to 11,000 tonnes while a new capa-

city of 10,260 tonnes was created by M|s. Hind Gal-

vanising and Engineering Co. Calcutta. The increase

in capacities has generally been due to additions of

plant and machinery by the fabricators, The various

irregularities and malpractices indulged in by the in-

dividual barre] fabricatorg in increasing their capacity

has been dealt with in Section F of Chapter-IL

The Committee observe that assessment of capaci-
ties in this industry has been made by Government
twice i.e. in 1963-64 and 1965 without taking the in-
dustry out of the banned list. The Committee further
note that the capacities assessed in 1963-64 have also
been recognised for the purpose of allocation of raw
materials. The Committee are unable to ghare the view
of the Ministry of Industrial Development, Internal
Trade and Company Affairs that it was not necessary
to take this industry out of the banned list before al-
lowing increased capacity in this industry. The Com-
mittee consider that since the policy governing Indus-
Licensing is announced periodically in the form of
two lists viz. ‘list of banned industries’ and the ‘merit
list’, normally no applications are to be considered by
the Licensing Committee for the grant of industrial

‘;54
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licences in respect of the industries in the banned list
and intending entrepreneurs would naturally keep
away from submitting applications for industrial l-

“eence in such industries. The Committee do not also

agree with the contention of the Ministry of Indus-
trial Licensing is announced periodically in the form of
that applications in the banned industries may be con-
sidered on account of exceptiona] features. They
note that these exceptiona] features have not been
laid down by the Licensing Committee which is con-
sulted in the preparation of ‘banned list’ and is the
main body which processes applications for industrial
licences. It is really disquieting that in this case nei-
ther this industry was taken out of the ‘banned list’,
nor was prior approval of the Licensing Committee
taken before undertaking assessment of the capacity
of barrel manufacturers in 1963-64 and 19656. What is
more surprising is that the reéassessed capacities of
1868-64 were approveq at an Inter-Ministerial meete
ing in June, 1964 and raw materia] began to be allotted
on the basis of these capacities without the prior
approval of the Licensing Committee. This approval
was taken after over two years i.e. in September, 1066
although the Licensing Committee meets once every
fortnight.

The Committee regret to note that the re-assess-
ment of the capacities in 1863-64 and 1965 was made
mainly as a result of the representations made by the
barrel fabricators. The plea that the assessment in
1963-64 was made because increased demand by the
Petroleum industries for oil barrels does not hold good
{n as much as the communication from the Ministry
of Petroleum and Chemicals was received in June,
1964 while the physical inspection of the units and

.assessment of capacities had been made during Decem-

ber, 1983 to February, 1964.

The Committee feel that the assessment and re-
assessmient of capacities of the barrel fabricators has
been done in an irregular manner. They consider
that the normal course which should have been adopt-
ed in this case was first to take this industry out of
the banned list so that any new entrepreneur interest-
ed to enter this profitable industry would have got a
fair chance to do so. This apart additional/new capa-
cities should have been further recognised only after
the approval of the Licensing Committee and the Gov-
ergment as required under the Act.
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2.44

2.54

2.85

‘visions of the Act in this case.

Ths Committee note that the Defence requirements
of oil barrels are met from the Ordnance Factory,
Bhusawal. However, the lubricating oil supplied by
the oil companies in barrels to Defence is stated to be

_supplied in trade barrels. The Committee are sur-

prised that in assessing increaseq Defence require-
ments of oil barrels, the Ministry of Industria] Deve-
lopment, Internal Trade & Company Affairs relied on
the information supplied by the manufacturer and did.
ot care to verify it from the Ministry of Defence or
the D.G.T.D. They consider that in such cases, the
Ministry|Department concerned should have been
consulted in order to obtain accurate facts. This has
not been done in the present case. The Committee
consider it a serious lapse,

The Committee would also like the Ministries of In-
dustrial Development, Internal] Trade and Company
Affairs and of Petroleum and Chemicals to take note
of the spare capacity available with the Ordnance:
Factory, Bhusawal with a view to utilise the same in
consultation with the Ministry of Defence.

The Committee note that M|s. Bharat Barrel and
Drums Manufacturing Company shifted a part of their
plant and machinery for the manufacture of oil bar-
rels from Bombay to Calcutta in 1962 without prior
permission of the Government, This firm also effected
substantial expansion of their factories at Calcutta
and Bombay illegally and unauthorisedly without
pricr permission of Government and during the period
when the industry was on the banned list. Apart
from the other irregularitles alleged to have been
commitited by this firm, it has committed a violation

"of section 13 (1) of the Industries (Development and

Regulation) Act, 1851 read with Rule 7 of the Regis-
tration and Licensing of Industrial Undertaking Rules,
1952, issued under the Act, and thus has rendered
itself liable to action under section 24 of the Act.

The Commitiee regret to note that the shifting of
a part of the plant and machinery by this firm from
Bombay to Calcutta was condoned by Government in
1962. The Committee feel that had the provisions of
the Act been enforceq strictly, various malpractices
and irregularities alleged to have been committed by
this irm and otliers would not have been committed,
The Committee recommend that suitable action should
now be taken for the strict enforcement of the pro-
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n

2,56

2.69

2.70

mg Committee regret to note that various irregu--
larities alleged to have been committed by this firm
are under scrutiny since 1966 and that comprehensive
investigation and report on this case is stil] awaited.
The Committee are concerned at this inordinate delay:
and recommend that urgent action should be taken to.
expedite the investigations so as to reach a final deci-
sion in this matter without further delay.

The Committee ncte that M/s. Standard Drum and
Barrel Manufacturing Company, Bombay wag granted a
licence for a provisional capacity of 4,200 tonnes per
annum out of which 3,700 tonnes per annum was Tre-
cognised for the manufacture of 40|45 gallon oil bar-
rels, This provisional capacity which was subject to
re-assessment, was re-assessed in 1961 at 6,100 tonnes.
per annum i.e. after a lapse of 3 years, during which
time this industry had been placed on the banned
list. Again the capacity of the firm was re-assessed
in 1964 along with that of other barrel manufacturers,
and was found to have Increased to 14,538 tonnes. At
the re-assessment of capacities in 1965, the capacity
of the firm was found to have further increased to-
17,900 tonnes. Thus during the peried from 1958 to
1985 the capacity of the firm for oil barrel manufacture-
increased from 3,700 tonnes to 17,900 tonnes ie. an

" increase of about 480 per cent. All this happened

when the industry was on the banned list and no new

‘capacity or expansion of the old capacity could be per-

mitted. According to the reports of the Inspecting
Officers, the firm had installed both indigenous and
imported machines in replacement of old machines as
wel] as for balancing purposes,

The Committee are unhappy at the grant of licence
for a provisional capacity to this firm in 1958 when
its capacity was based on its past performance. The
Committee has been informed that this is the only
case where provisional capacity has been granted.
Further the capacity of the firm had been assesgsed in
1954 at 3,200 tonnes only after a Time and Motion
Study. Even if the provisional capacity had been
granted, the same should have normally been finalis-
ed soon after 1958 but not after three years i.e 1961
when this industry had been placed on the banned

" Mst. The Committee are unable to understand how

the capacity of this firm wag found to have increased
so ‘much after each assessment when every time the
ssessment was made on a Time and Motion Study.

410(aii) LS—12,
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2.89
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The Committee feel that this abnormal expansion of
capacity by the firm is in contravention of the pro-
visions of the Industries (Development and Regula-
tion) Act, 1951 and therefore attracts the penal pro-
visions of the Act and should be dealt with accordingly.

The Committee are perturbed to note that M/s.
Hind Galvanising and Engineering Co., which was
registered for the manufacture of small drums, has
been recognised for the manufacture of oil barrels
since 1964 for a capaeity of 6,000 tonnes without a
time and motion study although this industry has
been on the banned list since 1960. The capacity of
this firm has been found to have increased from 6000
tonnes in 1964 to 10260 tonnes during the assessment
of 19685 i.e. by abaut 70 per cent during one year. It
is also significant to note that although in December,
1963, this firm applied for a capacity of 1600 tonnes
for the manufacture of oil barrels but in January
1964, it requested for a capacity of 9,000 tonnes. The
Committee note that this firm tried for a licence for
the manufacture of oil barrels in 1961 and for the im-
port of machinery for the same purpose in 1963, Hav-
ing failed in its attempt to secure the necessary licen-
ces from the Government to set up the oil barrel
plant, the firm appears to have gone ahead with the
setting up of such a plant by installing substantial
additional machinery for the manufacture of oil bar-
rels by purchasing the same from an established im-
porter and by producing oil barrels in February, 1962
and supplying the same to various customers.

The Committee are, however, concerned that the
Government should have inspected the factory of this
firm to assess their capacity for the manufacture of
oil barrels in 1963 and recognised the same in 1964
under the plea that the assets of the firm were less
than Rs. 25 lakhs. The Committee foel that the set-
ting up of an industry, in the medium sector which
{s on the banned list in the large scale seénifting of
to circumventing the Industries (Devf firm from
Regulation) Act, 1951 and the Rules Tyvernment in
and does not appear to be permissiblep oyisions of
of the Committee, this firm has con’ malpractices
visions of the Industries (Develop’ .ommitted by
tion) Act, 1851 and has committedscen committed.
gularities: — ole action should

(i) it installed addiional +ment of the pro-
manufacture of oil bar
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16

17

291

2.98

2118

same from established importers without prior
approval of Government.

(ii) it started manufacture of oil barrels—a new
article-with-out prior approval of Govern-
.ment in 1862,

(iii) it utilised the quota of 16 to 25 gauge steel
sheets given to it in 1963-64 for the manu-
facture of oil barrels instead of small drums
without Government’s approval,

(iv) it claimed to have supplied oil barrels to De-
fence Department which was not corroborated
by Defence authorities.

(v) It increased its capacity for the manufacture
of oil barrels by about 70 per cent between
1864 and 1965 without Government’s approval.

The Committee feel that the above irregularijties of
this firm would attract the penal provisions of the In-
dustries (Development and Regulation) Act, 1851, and
recommend that action may be taken accerdingly.

The Committee note that the capacity of M/s. Indus-
trial Containers, Calcutta which was licensed for 6,000
tonneg in 1959, was assessed at 7,900 tonnes in 1964
and at 11,000 tonnes in 1965 i.e. an overall increase
of about 83 per cent over licensed capacity. Similarly
the capacity of M/s. Steel Containers Limited, Bom-
bay which was licensed for 5,860 tonnes in 1959, was
assessed at 8,300 tonnes in 1964 and 9,450 tonnes in
1965 i.e. an overall increase of over 60 per cent over
their licensed capacity. The increase in the! capacity
of both these firms obviously amounts to substantial
expansion which appears to have been effected with-
out prior approval of Government, These cases would
therefore also appear to attract the penal provisions
of the Industries (Development and Regulation) Act,
1981.

The Committee note that ever since the introduction
of steel control in 1946-47, allocation of stee] sheets
ex S.P.I. quota is being made to the barrel fabrica-
tors on the basis of licensed capacity. This practic
is stated to have been followed in the steel processing
industry only. The Committee consider that after the
application of the Industries (Development and Regu-
lation) Act, 1951, to the drum and barrel industry,
allocation of raw material to this industry should
have been made on the basis of assessed eapacity, sub-

410(ail) LS—12.
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ject to a maximum admissible on the licensed capa-

city of the units. In the opinion of the Committee,
the allocation of stee] sheetg on the basis of assessed
capacity which is more than the licensed capacity in
this industry, has been mainly responsible for irre-
gular expansion of capacities by the various barrei
fabricators. The Committee recommend that imme-
diate steps should be taken to limit the allocation of
raw material in this industry upto the licensed capa-
cities of the units. The Committee feel that this will
have a salutary effect on the barre] fabricators not to
indulge in mal-practices.

The Committee note that the oil barrel requirements
of oil companies, who are their main users, are met
to the extent of about 60 per cent due to the shortage
of steel sheets in the country. The balance of re-
quirement are stated to be met by the oil companies
by using second hand drums which, apart from pay-
ment of higher prices, results in loss of products
through leakage, dissatisfaction of customers, etc. The
shortage of steel sheets has also resulted in the charg-
ing of high prices for oil barrels by the fabricators
from the oil companies. The Committee in para 4.4 of
their Eighth-Sixth Report on the Ministry of Petro-
leum and Chemicals—purchase of oil barrels by 1.0.C.
during 1968 against Tender No. OP|TEN-7/85 have
already commented on the existence of unutilised
capacity in the Hindustan Steel Limited ¢n the one
hand and shortage of steel sheets in the country on
the other and have recommended the need to step up
the production of steel sheets in the country.

The Committee further recommend that till the
shortage of steel sheets continues, the question of allo-
cation of steel sheets to the oil companies vis-a-vis
the barrel fabricators, may be reconsidered by Gov-
ernment in all its aspect and in consultation with the
Ministry of Law in view of the pending Court case in
this regard. In this connection the point to be con-
sidered is that the oil barrels are mainly required by
the oil companies and have a vital bearing on the
working of their plants. Thus whatever arrangement
is finally decided upon by the Government in this re-
gard, should be such as would ensure that the bar-
rels are supplied by the fabricators to the oil com-
panies on reasonable rates, in required quantities and
in time so as to ensure uninterrupted supplies to the
ultimate users of lube oil.

The Committee are unhappy to note that the Min-
istry of Industrial Development and Company Affairs
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have not thought of exercising any control over the
price of lube barrels supplied by fabricators to the oil
companies which has resulted in great hardship to the
oil companies. They feel that if scarce raw maferial
is allocated to the fabricators by D.G.T.D. and is
supplied to them, at the prescribed rates by the steel
companies, there should be a corresponding obligation
on them to supply their products to the oil companies
on reasonable rates. The Committee suggest that the
Ministry of Industrial Development and Company
Affairs may consider this matter and take an early
decision.

The Committee note that after the decontrol of
steel, the barrel fabricators are not furnishing the oil
companies information regarding the quantity of steel
sheets received by them and the oil barrels manu-
factured for the oil companies out of this quantity.
They have been informed that in the production re-
turns, submitted by the oil fabricators to the D.G.T.D.,
the fabricators are not required to specify the names
of customers to whom the barrels are supplied by
them. The Committee feel that since the steel sheets
are scarce items and are allocated to the oil fabricators
for supplying barrels to the oil industry who are their
main consumers, it should be made obligatory on the
fabricators to indicate in their production returns, the
quantity of steel sheets received by them, the number
of oil barrel produced, the names of customers to whom
the oil barrels have been sold so as to ensure that the
steel sheets have been utilised by the fabricators for
the purpose for which the allocations had been made.
The Oil Companies should simultaneously be required
to furnish information regarding the oil barrels re-
ceived by them from the fabricators so as to verify the
correctness of the information furnished by the fabri-
cators. The Committee would like the D.G.T.D, to
eritically scrutinise the returns before allocating
stee]l sheets for the rest quarter.

The Committee note that a drum and barrel manu-
facturing unit has been set up in the small scale sec-
ter at Visakhapatnam in spite of this industry figuring
on the “banned list” in the large scale sector. They
learn that this unit is an associate company of Mis.
Hind Galvanising and Engineering Co., Calcutta. The
Committec have been informed that under the existing
orders there is no bar to the coming up of industries
in the small scale sector even though that industry
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might have been banned in the large scale sector.
The Committee consider the present position as ana-
molous. According to the Government, the industries
are placed in the banned list either because adequate
capacity has been created in that industry or there 1s
scarcity of raw material. In that case, it would appeer
to be logical that when an industry has been put on
the banned list in the large scale sector, the ban should
be made operative to that industry in the small scale
sector alsu. The Committee do not view with favour
the recent decision of Government that on regional or
other special considerations, the State Directors of In-
dustries may sponsor new units in banned industries
with the approval of the Development Commissioner,
Small Scale Industries. The proper course Wwould
appear to be that where it is considered that an in-
dustry which has been banned in the large scale sec-
tor, may be All allowed to be set up in the small scale
sector it should be exclusively reserved for develop-
ment in the small scale sector and the decision made
public so that all intending entrepreneurs have a fair
and equal chance of entering that fleld.

The Committee are concerned to note that in the
present case the very persons who are operating this
industry in the large sector at Calcutta have set up
this unit in the small scale sector. This amounts to
circumventing the ban on this industry in the large
scale sector. The Secretary of the Ministry of Idus-
trial Development, Internal Trade and Company
Affairs himself admitted that “the question of entry
of the large scale industrialist into the small scale field
is now posing a definite problem for the Government.”
Since the small scale sector is meant for small en-
trepreneur of limited means the Committee would urge
the Government to examine the whole matter with a
view to prevent the entry of large scale industrialists
in the small scale sector.

The Committee are surprised that the Development
Commissioner, Small Scale Indusrv who is supposed
to assist and guide in the formulation of policies for
the planning of small sector industry in the country
in consultation with State Governments should be
unaware of what is happening in this fleld in the
States. It is imperative that he keeps himself posted
with the latest developments and keeps the Ministry
informed in so far as scheduled industries are con-
rerned. The Committee regret that there is lack of
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coordination between the Ministry and the Develop-
ment Commissioner, Small Scale Industry in this re-
gard. In this connection, the Committee would like
to reiterate the recommendations made by them in
their 8th Report (Fourth Lok Sabha) 1967-68 on indus-
trial licensing that:

“There should be effective coordination between
the two wings of the Ministry of Industrial
Development and Company Affairs dealing
with the scheduled industries and small gcale
sector 30 as to ensure optimum utilization of

resources in both the sectors.”

The Committee regret to note that the industrial
licence apvolication of Indian Oil Corporation for the
setting up of a plant for the manufacture of drums and
barrels at their Madras Refinery, has been rejected by

Government,

In the course of evidence the Committee were in-
formed by the Secretary, Ministry of Industrial Deve-
lopment Interral Trade and Company Affairs that the
following points for and against the application of the
Indian Oil Corporation were under consideration ot

Government.

Points against: —

(i) The capacity for the manufacture of drums
and barrels existing in the country was consi-
dered adequate to meet the requirements of
the Oi] Industry and therefore creation of fresh
capacity by Indian Oil Corporation would
mnean fresh investment which on broader
~conomic considerations may not be justified.

(i) There wag considerable under-utilisation of
cspacity in this industry due to scarcity of raw

material.

Pointg for:—

(1) A psrt of the manufacturing capacity for drums
and tarrels had admittedly come into existence
in an unauthorised manner.

(ii) The record of the principal manufacturing firms
concerned did not inspire a great dea)l of confi-
dence that there will be complete fairplay in
their dealings with the Indian Oil Corporation.
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It appears that in rejecting the industrial licence
application of the Indian Oil Corporation, Government
have given greater weight to the existence of the manu-
facturing capacity in the country and avoidance of fresh
investment. The Committee are unable {o agree with
the decision of the Government for the following rea-
sons:—

(i) This industry was placed on the banned list in
1960 when the total capacity of all the barrel
fabricators was 86,940 tonnes. Since then, all
the fabricators have increased their capacity
considerably in an unauthorised and irregular
way and in clear violation of the Industrial °
(Development and Regulation) Act, 18951. The
result is that the assessed capacity of the fab-
ricators in 1965 was 90,450 tonnes i.e, near
about 245 per cent over the 1960 capacity. Even
the assessed capacity of 1965 is being challeng-
ed by some of the fabricators who claim the

- existence of still higher capacities. It is thus
evident that the major portion of the existing
capacity of the barrel fabricators has been
rreated in an unauthorised manner. It is also
noticed that the barrel fabricating industry ia
at present monopolised by a few firms only
The denial of the captive plant to the Indian
011 Corporation would thus amount to reward-
g the very persons who have committed n
violation of the Act and is therefore likely to
encourage further violations of the Act by
other industries also. The Committee have
already commented on the surreptitious in-
crease of capacities by these fabricators in Sec-
tion F of Chapter II of this report. The Com-
mittee consider that on this ground alone the
application of the Indian Oil Corporation needs
reconsideration by Government. They would
Nke if to be wel] understood by all concerned
that breach of law does not pay. i

i{) The various consumer oil companies ag well as
the Indian Of! Corporation have adversely
commented on the dealings of the Drum an#
Barre! fabricators which has been referred to
in Section G of Chapter II of the report. This
has also been corroborated by the Secretary,
Minietrv of Industrial Development and Com-
pany Affairs during evidence. The denial of
the plant to the Indian Oi1 Corporation would
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therefore amount to giving a premium to un-
lair dealings of these companiegs and leaving
the Corporation at the mercy ot these com-
panies.

(iii) The drum and barrel fabrication indusiry 13 a
nighly profitable industry. According to tne
ngures given by the Indian OiU Corporation
wWelr savings as a result of the setting up of
thus plant, would amount to about Rs. 45 lakns,
apart from a saving of Rs. 2.5 lakhs on trans-
puriation charges, annually on a total 1nvesi-
meni of about Rs. 25 lakhs only. Moreover,
ao expenditure of foreign exchange will be
invelved in the setting up of the plant by the
‘tncian Qil Corporation since all the fabricat-
ing machines for drumg and, barrels are now
manufactured indigenousiy. There is no rea-
son wny this public sector company should be
ueprived from effecting savings to the tune of
apout Rs. 48 lakhs per annum which will ulti-
mately accrue to the public exchequer,

(iv) Thc setting up of the captive plant by the Indian
Uil Corporation at Madras would not in any
way atfect the existing business of the fabrica-
tors as the Indian Oil Corporation will utilise
their capacity for packaging the lubricating
olls, to be produced by them in their Mudras
Refinery.

(v) The setting up of barrel manufacturing plant
by the 1.0.C. would enable production, filling,
storage and despatch of lubricating oils under
the same roor.

Having regard to the consideration enumerated
above, the Committee feel that the application of the
Indian Qil Corporation to set up their own captive
plant at Madras should be reconsidered by Government.

The Drum and Barrel Industry came under the pur-
view of the Industries (Development and Regulation)
Act, 1851, on the 1st October, 1853. In March, 1960,
the incustry was placed on the banned list as adequate
capacity had been set up/licensed—there being no scope
tor creation of additiona] capacity. At the time of in-
clusion of the industry in the banned list, there were
only 5 firms (namely M]|s. Bharat Barrel & Drum
Manulacturing Company, Bombay, Standard Drums &
Barrel Manufacturing Company, Bombay, Steel Con-
tainers Limited, Bombay, Industria] Containers,
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Calcutta and M|s. Assam Oil Company, Digboi who are
consumer fabricators) engaged in the manufacture of
40|45 gallon capacity lube barrels. The total licensed
capacity of the aforesaid 5 firms in March, 1960 was
36,940 tonnes. Though the Drum and Barrel industry
continues to remain in the banned list even to this day,
yet the capacity of the barre] fabricators was assessed
by Government during 1963-64 on account of pressure
trom the fabricators. It was found that the total capa-
city had increased to 67,778 tonnes by then. This
capacity was found to have increased further to 80,450
tonnes the very next year when there was g further re-
assessment. Not only the capacity of all the existing
plants was expanded substantially during the perioa
but two new units namely, M|s. Bharat Barrel and
Drum Manufacturing Company, Calcutta and M|s. Hind
Galvanising and Engineering Company, Calcutta had
been set up and were rccognised by Government as
fresh entrants in 40|45 gallons barrel manufacturing
field for allocation of new material. It is regrettable
that all this happened while the industry was in the
banned list.

From the material made available to the Committee
and the evidence tendered before them by representa-
tives of the Ministries of Industrial Development and
Company Affairs, Petroleum and Chemicals and Direc-
tor General & Technica] Development, it hag been
revealed that the licensed capacities were increased
very considerably and fresh capacities created by the
commercial fabricators without the prior permission
of the Government as required under the Industries
(Development and Reégulation) Act, 1951. Instead of
proceeding ogainst the fabricators for the various irre-
gularities and violations of the Act, the Government
condoned the contraventions of the Act and even re.
cognised their unauthorised capacity as assessed in
1963-64 and started allocating raw material to these
firms on that basis. The Committee feel that al. thie
wag irregular and should not have been done as it en-
couraged further violations of the Act by fabricators
In fact this recognition of 1963.64 assessed capacCity
seems to have encouraged the barrel fabricators to
expand their capacities further with the result that
during the reassessment of 1865, the capacities of the
various fabricators were found to have increased from
67,778 tonnes in 1963-64 to 90,450 tonnes in 1965. The
Committee recommend that a comprehensive enquiry
should be held to fix responsibility on the part of con-
cerned officers who failed to initiate pena] action
against violations of the Act by the fabricators as soon
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as the same were detected. At the same time, the
Committee urge that action should be initiated against
the fabricators for violations of the various provisions
of the Act and the rules. Effective action should also
be taken to ensure that those who have contravened
and circumvented the regulations do not derive any
benefit therefrom. This is necessary to bring home to
the law breuskers that violation of the Act do not ulti-
mately pay.

It is also significant to note that barrel fabrication
industry, i« now monopolised by a few firms only and
that one of the firms holds as much as 40 per cent of
the total licensed capacity in this industry even today.
In this context the Committee would particularly like
to draw the attention of the Government to the conti-
nuing shortage of raw material ie., 18-G steel sheets
Theyi have already commented on the existence of un-
utilized capacity in the steel mills on the one hand and
non-availability of steel sheets on the other. The Com-
mittee are convinced that all these difficulties would not
have arisen if the supply position of raw material was
comportable. In view of the chronic shortage of 18-G
steel sheets there has been, as it were, a race among
fabricators to increase their installed capacity by any
means su as to able to get hold of more raw material
which is allocated on a pro-rata basis of the assessed
capacity. In this connection, the Committee are con-
cerned to note that the fabricator; are stated to have
charged exorbitant prices for oil barrels from the oil
companies while the raw material was made
available to them at prescribed rates. This underlines
the need to regulate the prices of oil barrels by Govern-
ment so as to ensure that the interests of the consumer
and user industry are also properly protected.

The Committee Would further like the Government
to take energetic steps to step up the production of
18 G steel sheets in the Rourkela and other steel plantg
1o meet adequately the present and the growing

demand of the oil industry.
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