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INTRODUCTION 

I. the Chairman, Estimates Committee, having been authorised by 
-the Committee to submit the Report on their behalf, present thia 
'Thirty-Fourth Report on the Ministry of Petroleum and Chemicals 
·(Department of Chemicals)-Petrochemicals. 

2. The Committee took evidence of the representatives of the 
"Ministries of Petroleum and Chemicals (Department of Chemicals), 
"Finance (Department of Expenditure and Department of Economic 
Affairs), Industrial Development (DGTD), Planning Commission, 

"Indian Petrochemicals . Corporation Limited and Engineers India 
"Limited on the 1st and 2nd November, 1972. The Committee wish to 
.express their thanks to the Officers of these Ministries etc. for prac-
ing before them the material and information which they desired 
in connection with the examination of the subject and for giving 

..evidence before the Committee. 

3. The Committee also wish to express their thanks to Dr. N. D. 
Desai of Messers Power Cables Limited, Bombay for furnishing Me-
morandum to the Committee and also for giving evidence and mak-
ing valuable suggestions. 

4. The Committee also wish to express their thanks to aU the 
.Associations and Bodies of Trade and Industry and individuals who 
furnished memoranda to the Committee. 

5. The Report was considered and adrpted by the Committee on 
<the 12th March, 1973. ' 

6. A statement showing the analysis of recommendations/conclu-
".sion contained in the Report is also appended to the Report (Appen-
dix VIII). 

NEW DELHI; 
March 20, 1973 

"Phalguna 29, 1894 (S) .-

.J;-\fI.;.. • .: .. -, .• :, (v) 

KAMAL NATH TEWARI, 
Chairman, 

Estimates Committee. 



CHAPTER I 

PLAN OBJECTIVES, ACHIEVEMENTS AND POLICY 
A. General 

Introductory 

1.1. 'Petrochemicals' are normally understoOd as the chemicals 
which are generally derived from Petroleum raw materials. Ac-
cording to their end· products, petrochemicals are categorised into 
four broad groups; (i) Plastics, (ii) Synthetic Fibres, (iii) Synthetic 
Rubber, (iv) Organic Intermediates. The main attribute of petroche-
micals, in so far as their industrial uses are concerned, is that they 
provide cheap substitutes, and in many cases of improved quality, 
in place of a variety of goods which have hitherto been obtained 
from conventional sources. The petrochemical industry, though of 
recent origine has made phenomenal progress in the industrialised 
countries of the world. This is on account of the fact that plastics 
have technological advantages over the traditional materials like 
metal, wood, glass, paper etc. due to properties such as light weight, 
toughness, better strength-to-weight ratio, greater ease in processing 
and reduction in the number of operations for turning out the finish-
ed product, lower cost of production resulting in reduction of end-
product prices, etc. Similarly, synthetic fibres have properties un· 
matched by the traditional fibre material like wool, cotton, jute, etc., 
such as durability, abrasion re,sistance, crease resistance, ease in 
cleaning etc. The following statistics indicate the production of pe-
trochemical product groups in some of the advanced countries and in 
India: 

U.S.A •. 

U.K. 
West Germany 

Italy 

France • 

Japan 

India 

1965 

5300 

957 

1999 

930 

695 

1609 

37 

1966 

Pla.fties 

6162 

1017 

2293 

1078 

800 

2004 

36 

('oootonnell) 

1967 1968 1969 

5734 668lJ 7279 
JI08 1256 1330 

2629 3256 3939 
1203 1425 1441 

890 1008 1319 

26SS 3496 4304 
36 55 85 
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f96S 1966 1961 1968 1969 

-----
Synthetic Bib", 

U.S.A .. 805 938 1059 1457 IS80 
U.K. 148 175 194 268 291 

West nem:u,ny t80 :UiJ ~51 361 4520 
Italy 110 144 153 195 237 
France . 87 109 109 132 IS7 
Japan 379 460 578 685 797 
India :3 4 6 10 14 

Synthetic Rubbtr 

U.S.A .. 1842 2001 1942 2165 2286 

U.K. 175 194 203 237 273 
West Germany 173 207 206 238 292 
Italy 120 1220 uS 125 135 
France. 148 164 189 223 275 
Japan 161 233 281 381 526 
India 14 16 22 2S 205 

It would be seen from the above data that the development in 
the field of petrochemicals, particularly plastics, has been remarkable 
in the economically advanced countries. An idea of the increase in 
the per eapita consumption of plastics in respect of some of the 
developed countries can be had from the following statistics: 

.. _----
1960 1970 
(Kg.) (Kg.) 

Japan IS SS 
U.S.A .. 13'7 39 

West Germany IS 40 

France. 7'4 30 

The per capita consumption of Plastics in India has, however, 
Increased from 0.09 in 1966 to 0.17 in 1970. 
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Earlier Examination by Committee 

1.2. The subject of "petrochemicals" was taken up earlier by the 
Estimates Committee in 1967-58 and they had submitted their 48th 
Report (4th Lok Sabha) on this subject. The 65th Report (4th Lok 
Sabhtl.) of the Estimates Committee (1968-69) indicates the action 
taken by the Government on the recommendations contained in 
the 48th Report. The Committee has taken up this subject this year 
again on account of the slow rate of progress observed by them in 
this field and also because the petrochemical processing industry be-
ing largely in the Small Scale Sector has a large employment po-
tential. 

B. Plan Provisions and Achievements 

Plan provisions 

1.3. The Fourth Five Year Plan lays down physical targets of 
capacity (in the case of Core Industries only) and production for 
the year 1973-74, i.e. last year of the Plan, in respect of a limited 
number of petrochemicals and petrochemical based products. The 
items included in the Core Sector are D.M.T., Caprolactam and Ac-
rylonitrile which are Synthetic Fibre intermediates and Synthetic 
Rubber which is the secondary material derived from Butadiene and 
ButenesjIsobutylene. Among the non-core petrochemical industries 
for which ta.rgets of production are laid down in the Fourth Plan are 
the secondary plastic materials P.V.C., Polyethylene, Polystyrene and 
Polypropylene and the tertiary Synthetic Fibre materials e.g. 
Nylon, Polyester and Acrylic Staple Fibres and Filament 
and other Yarns. Plastics are not included in the list of Core 
Industries and the Plan targets of capacity andlor production by 
1973-74 are set down only in regard to some petrochemicals which 
are only secondary and tertiary material while basic and primary 
petrochemical materials from which these are derived do not find 
a mention in the Plan at all. It is also noted that the o;ganic petro-
chemical materials such as Methanol, Ethylene Glycol, 2-Ethyl Hexa-
nol, Acetone, Phenol, Methyl Methacrylate, Detergent Alkylate and 
Phthalic Anhydride do not And any mention in the Plan despite 
their widespread uae in the country. Some estimates of demand 
for 19'13-74 in respect of these organic chemicals have been prepared 
by the Development Council for Organic Chemical Industries which 
are relied upon by the Government for the purpose of production 
planning. 

1 .•. It was pointed out to the representative of the Ministry of 
Petroleum and Chemicals during evidence that !he Fourth Plan do-
cument laid down the targets of production by 1973-74 only in regard 
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to some petrochemicals which were secondary and tertiary materials 
and that basic and primary pettochemical matrials from which those 
were derived and other organic petrochemical materials ,did not find 
mention in the Plan document. He was asked as to why the develop-
ment plan for petrochemical industries included'in the Fourth Plan 
document was so sketchy and whether a comprehensive plan for 
petrochemicals was prepared and got approved for the Fourth Plan 
period. He was also asked as to how in the absence of properly plann-
ed targets of produc~ion, decisions were being taken on proposals 
from public and private sectors for setting up of new or additional 
capacities. The Additional Secretary, Ministry of Petroleum and 
Chemicals replied: 

"The plan document has specified the targets of production 
of the major synthetic fibre intermediaries which are Ca-
prolactam, DMT and certain secondary and tertiary and 
products like Plastics, synthetic rubber etc. The plan do-
cument also specifically envisages the establishment of a 
petrochemicals complex in Gujarat consisting of an aro-
matics project and a naphtha cracker both in the public 
sector. Therefore, the targets for the important and pro-
ducts, some of them secondary and tertiary, were decided 
and indicated in the Plan in the light of the demands as-
sessed for them. The requirements of primary and secon-
dary Dlaterials in many cases had to be calculated back 
from these targets and only a financial provision was made 
in respect of the public sector units. As far as the Ministry 
was concerned, we felt that all the necessary materials 
for detailed planning and trying up of the projects was 
available to us and the execution of our projects was 
not affected on account of the fact that the Plan document 
did not go into greater detail into the petro-chemicals plan. 
Nor did we find any difficulty in pursuing the licensing 
of new projects in Hie private sector because along with' 
these basic targets of secondary and tertiary raw materials 
and the indications we gb-t from the Development Council. 
it was possible for us to determine how f,ar and when we 
should licence new projects. In a multi-product sector like 
petro-chemicals, we flnd that the Plan document laid down 
adequate planning parameters for undertaking the overall' 
production programme." 

He however conceded that "it would be far more informative if' 
we begin with primary and then go on to the secondary and tertiary' 
(materials) . 



1.5. T~ representative of the Planning Commission further ex-
plained that the F.ourth Plan was a brief .document and "could not 
really cover.:all the very largE! numberQf petro-chemicals; only the 
very important items .whichare basic like ,fibres. rubber plastics and 
so on" were included in the Plan document. However, according to 
him- I 

"Before the Fourth Plan was finalised we had the benefit of 
a very detailed exercise carried out by the Planning Group' 
on petro-chemicals which was set up by the Ministry of 
Petroleum and Chemicals at the initiative of the Planning 
Commission. This group has gone into very considerable 
detaH about the overall petrochemical programme, the 
requiremen~s of the scheme, the investment requirements. 
the foreign exchange requirements, the raw material re-
quirements and so on ....... This document was submitted' 
to the Planning Commission. . . . .. a year before the Plan 
was finalised...... There have been some marginal ad-
justments, but substantially the programme remains much' 
the same." 

Asked to s~ate whether the Report of the Working Group was 
published for general information, he said:-

"It has not so far been made public in the sense that it has not 
been printed and circulated ...... I think that we ought 
to have made this public and publicised this, but unfor-
tunately, there has been a lapse in regard to that, and we· 
shall take your advice on this." 

The represent.etive of the Planning Commission further stated 
that "a very detailed programme was produced in the Planning l\e-
port"coveri:p.g every unit having a 'certain investment level. Besides. 
feasibility reports were prepared in the Ministry of Petroleum and 
Chemicals, the Indian Petrochemical Corporation and other public 
sector organisations for theprogrartunes to be taken up in the pub-
lic sector. Feasibility reports were also prepared for large units hav-
ing an investment of over Rs. 5 crores. He admitted that these were 
not pu bUshed but said: 

"a considerable amount of this information was given to the 
Development Councils. Some of it was given to certain 
State Governments also where these units were to be loca-
ted. In addition to this, Government invited applications 
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through press advertisements and press notes, about 
scheme that were to be licensed in the private sector .... 
In regard to process products of the Small Scale and me-
dium scale industries, this information was made available 
to the National Small Industries Corporation." 

_Inclusion of Industries in Core Sector 

1.6. The representative of the Ministry of Petroleum and Chemi-
cals was during evidence asked to state as to the basis. on which 

. certain petrochemical industries were selected for inclusion in the 
List of Core Industries and whether any review was made to see 
whether any other industry merited inclusion in the Core, Sector. 
He replied that as far as petrochemicals were concerned, he felt that 
the list was sufficiently comprehensive because the main emphasis 
was on synthetic fibres for their import substitution effect and on 
synthetic rubber for the same reason. He., however, admitted that 
no review had b~ made to include other basic strategic and critical 
industries in the List of Core Industries. Answering another ques-
tion he said that the review was made by the Ministry of Industrial 
Development though in the matter of petrochemicals, the Ministry 
of Petroleum and Chemical would, in the normal course, be consulted 
'by that Ministry before taking a decision . 

. Detailed plans in respect Of Core Industries 

1.7. According to the Industrial Licensing Policy of 1970, detailed 
'industry plans were required to be prepared in respect of the Core 
-Industries for the Fourth Plan period keeping in view the projec-
-tions for the Fifth Plan. Asked during evidence to state whether 
1JUch detailed plans were prepared in respect of the petrochemical 
industries included in the Core Sector, the representative of the Min-

:istry of Pe.troleum and Chemical stated:-

"The detailed plans for all the projects i~cluded in the Fourth 
Plan relating to Core Industries have been prepared and 
submitted to the Planning Commission." 

:Formulation of Fifth Plan 

1.8. For the Fifth Plan, the re.presentatives of the Planning Com-
.-mission stated during evidenc:e that a Steering Group on Chemicals 
rand Allied Industries had been set up about three months ago. This 



, 
Steerinc Group had set up Task Forc¢s. The Task Forces on synthe--
tic fibres, petrochemicals and insecticides were, it was stated, presid-
ed over by the Additional Secretary. Ministry of Petroleum and' 
Chemicals and included representatives of the major associations of' 
private industries, the National Committee on Science and Techno-
logy, the D.G.T.D. and of the various other intereRs in the line. The 
Task Forces were expected to submit their report to the Steering 
Group in December, 1972 while the Steering Group itself was expect-
ed to submit its report to the Planning Commission by March, 1973. 
It was suggested that the reports of the Task Forces/Steering Groups 
should be published for general information as soon as these were 
submitted so that others could also offer their comments and that the 
Fifth Plan should be finalised on the basis of the reports of the Steer-
ing Groups as also the comments received thereon, The representa-
tive of the Planning Commission. replied:-

"These were meant as working documents for the Planning-
Commission. but if you suggest, we would certainly con-
sider whether there are any problems involved in publicis-
ing this and if there are none, then we will make it a pub-' 
lic document." 

1.9, The representative of the Ministry of Petroleum and Chemicals 
had the following "further suggestion to make in this connection:-

eeThe Steering Group's report will be considered by the Plan-
ning Commission for inclusion in the draft Fifth Plan. At 
that stage when the draft Fifth Plan is 'ready, I think, it 
would be a good idea if the Ministries, sector-wise, could' 
also produce their detailed draft plans and publicise them 
so that all processes of finalisation are in an atmosphere 
of informed discussions," 

The re.presentative of the Planning Commission accepted the sug-
gestion and stated that the Commission "would invite other Ministries 
also to indicate in consultation. with the Planing Commission as to 
what part of the central plan would be done in the public sector and 
what pllrt would be in the private sector". In re.ply to another ques-
tion, he assured that the Commission would "attempt to indicate as: 
fully as possible the programme for the public sector, identify the 
projects and the outlay ........ in relation to priorities ........... . 
resource.; .......... and what is feasible within a five year period 
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........ It can be indiCated as to how much will be the rOle of 
private sectol"after defining the tot8~ quantmes, in terms of pro-
jects and allocations in the Fifth Plan." 

1.10. The representatives of the Ministry of Petroleum and Chemi-
cals also agreed to the suggestion made during evidence that at the 
beginning of the Five Year Plan, Government should be sure of the 
line on which industrial development was to take place, of the loca-
tion where projects had to be set up and as to whether the project 
were to be in the public or private sector and in the letter case, whe-
ther the industry would be in the small scale, medium or large scale 

· sectors. 

1.11. Since purely from the point of view of space, it became diffi-
cult to deal with individual industries in very great detail in the main 
plan document itself, the representative of the Planning Commission 
sugge.sted that some kind of a companion supplementary volume 
could be brought out dealing specifically with individual industries 
in some 'greater detail. He assured the Committee that the Planning 
Commic;sion will "attempt to bring out various reports produced in 
the context of the Fifth Plan and give publicity to it and make those 
dOCll'nents available freely." 

1.12. The Committee are constrained to obse,-ve that the produc-
tion in India of plastics, synthetic fibres and synth~tic rubber, which 
are based on netrMhemicalc;, is pitiably low. The rate of growth of 
production and consumption of petrMhemical based goods in other 
c01.~atrie'S s'Jggests the importance I-eing attached all the world ('ver 
to this field of industrial activi'ty. In India the importance of petro-
chemical was realised very late and until recently the petrochemical 
raw materials were being entirely imported. Even after the import. 
ance of petrochemical industry came to be appreciated, ~he develop. 
ment of the industry has not been as speedy ali it should have been. 

· The Committee stress that Government should take concerted steps 
to accelerate the development of this promising industry which can 
contribute significantly towards industrial growth and generation of 

· employment opportunities. 

1.13. The Committee regret that the Fourth Plan document failed 
to lay down the capaci~y and production targets for basic and pri-
mary petrochemicals while it provided for some intermediate and 
tertiary products. They are informed that the demand parameters 
for these materials were available to the Ministry of Petroleum and 
Chemicals and were kept in view while licensing industrial capacl. 
ties during the Fourth Plan period. The Committee, howeve~, feel 
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that fi,m targets for all the petrochemicals should have been laiel 
·down in the Plan document itself so that these were known to the 
people. The Committee recommend that in formulating the Fifth 
Plan, a detailed and systematic study should be made of the industry 
and physical and financial targets worked out for the primary, secon-
dary and tertiary petrochemical materials. These should be included: 
hi the Plan cIoc:ument itself so that the public Is awilre of tile broad 
features of the production plan far the Fifth Plan period. 

1.14. The Committee note the assurance given by the representa-
tive of the Planning Commission that detailed stuclies made by the 
Planning Commission or its Committees/Stu.dy Groups OD the basis 
of which the Fifth Plan targets and related provisions are mode, 
would be considered for publication in the form of a compendium 
volume of the Fifth Plan document for information of public and 
hope 'that it would be implemented. 

"'1.15. The Committee note that the list of Core Industries in the 
field of petrochemicals is not sufficiently realistic. They feel that 
the Plastic intermediates, i.e. P.V.C., Polye'thylene, Polystyrene and 
Polypropylene industries, and some of the organic petr'oehemical~ Ine 
also of a basic nature as they produce raw material for a large 
number of processing units in the country. They, therefore, recom-
mend that Government may examine the desirability of including 
these industries in the Core Sector so that they receive due pdorfty 
in the matter of development. 

.Relaxations in licensing policy announced in JanuaTY, 1972. 

1.16. The Government annou::ced relaxation in licensing policy to 
·secure fuller utilisation of installed capacity in 54 specified industries 
vide Ministry of Industrial Development's Press Notes dated 1st 
January, 1972 and 19th February, 1972. The petrochemical industries 
covered in the list published in January we.l'e the following:-

Fertilizer 
Organic Chemicals 
Synthetic Rubber 
Man-made Fibres. 

Subsequently. through a Press Note dated 3rd October, 1972, G,)V-
ernment has extended the relaxation in licenSing policy for fuller --_ .. _------------

-At the stage of factual verification, Government have stated that 
the list of Core Industries has been revised vide the Ministry of Indus-
trial Development Press Note dated 2nd February. 1973 to include inter 
alia Synthetic Resins and plastics and Synthetic Detergents. 



10 

utilisation of installed capacity to 11 other industries. This list in-
clUdes the following petrochemical industries which belong to Ther-
moplastic Resins Group: 

Polystyrene 
Polythylene (Low Density and High Density) 
P.V.C. Resins 

1.17. The Committee do Bot .quite understand why the inda.'i'trial 
units produciDg TIlermoplastic Resins had to wait for more than 9 
months before the relaxation in licensing policy to secure fuller utili-
sam.. of imtalled capacity, announced by GovemiDent in January, 
197%, was inMIe applicaltle to them. The delay in taking the decision 
shows that either the Ministry of Petroleum and Chemicals were so· 
long not aware of the lap ~tween the denu~lld and produetion of 
these petroehemicals so as to appreciate the urgency of augmenting 
production in that field 01' that they were d'oubtful of its economic 
importance. The Committee feel that perhap8 the shortage of these 
resins being experienced this year would have been considerably 
less if the relaxations were made applicable to them earlier. 
Achievement; oj Physical targets 

1.18. The following statements indicate the targets of capacity 
and/or production in respect of petrochemicals set down for 1973-74 
i.e. the last year of the Fourth Plan, either in the Plan document or 
the Mid Term Appraisal thereof or in the demand estimates said to 
have ~en prepared by the, Development Council for Organic Chemi-
cal Industries and achievements upto 1971-72: 

STATEMENT A 
Statement showing the targets of C apacily and Prodlfction in r~spect of Petrochfmicals 

in the core sector fixed for the Pourth Plan penod and achIevements 
(In thou91n j tonnes) ----_._---_._-- ,._-----

D.M.T. 

Capacity approved 
and installed at 

the beginning 
of the 4th Plan 

24(-) 
Caprolactam 20(-) 
Acrylonitrile 
Synthetic 

30(30) Rubber 

Talle 8 for Tarlets for Capa- Producdon 
1973-74 1973-74 city 

as per Mid Term appro- 1968- 1971-
Capa- Pro- Appraisal ved & 69 72. 
city duction ----- instal-

2. 3 

2.3 20 

23 23 
16 16 

70 70 

Capa- Produc- led at 
cit7 _ tion the end 

4 S 

23 18 
23 

30 36 

of 
1971-

72 

6 

24(-) 
20 

24(-) 

5°(3°) 

7 ~ 

Note.-Figures in brackets show the capacity installed. 
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. STATEMENT B 

."Stat""",t .,1wfD'ing productiOJl tar-feu in rup«t 'of Petrochemicals (Non-Core) P ixe4 
for the J,th Plan and acmev""ents 

. I. 

. 2. 

.3· 
: 4· 

~. 

6. 

7· 
8. 

'-9. 

., '. 
)., 

1,. 

,I;. 

14· 

'1,. 

P.V.C . 
Polythylene (LD'HD) 

Polystyrene 

Polypropylene 

. NyloD. filament, Nylon tyre cord and 
industrial yarn etc. . • • 

Polyester filament yarn & Polyester 
fibre. . . . • • 

Acrylic fibre 

2-Ethyl Hexanol 

Ethylene Glycol 

Acetone. 

Methanol 

Phenol 
Phthalic Anhydride. 

. Methyl Methacrylate 

DetergentAlkylate . 

(In Thousand tonnes) 

Production Production Product' on 
Target Target 
for for 1968-6«) 1971-72 

1973-74 1973-74 

t 

90 

90 

30 

IS 

29 

2S 
12 

as per 
Mid-term 

Appraisal 

2 

80 

78 

25 

21 

22 

r23-

u-
16-

r4S-
20- . 

24-
rS· 

12' S-

3 

23'4 

25'2 

9'S 

6'S 

4'8 

0'7 

0'9 

...·S 

16'3 

2'99 
2'4 

4 

10'8 

6'3 

o· I 
10'0 

3'8 

12'0 

23'3 

9'9 
6'0 

-Thelefigures represent deman! estimates prepared by the D~velopm:nt C~unc it 
for Organic Chemical Ind.ustries. 

'1.19. These statements indicate the following position in regard to 
; Synthetic Fibre Intermediates and Synthetic Rubber which are classi-
-.1ie.d as Core Industries: 

:Syn.thetic Filn'e Intermediates 

D.M.T.-A capacity of 24.000 tonnes was already 3pproved for the 
!public sector at the beginning of the Fourth Plan. The Plan envisag-
·ed that the capacity would be installed during the. Plan period and 



12 

!Set down the target of production' for 1973:74 as 20,000 tonnes. On 8. 
review made in, the Mid-Term Appraisal of the Plan in 197,1-72, the-
production target for 1973-74 was reduced from 20,000 tonnes to 
18,000 tonnes. Until the end of 1971-72, h<YWevef, the capacity had" 
not been installed. 

Caprolactam: A capa<!ity of 20,000 tonnes was already approved in' 
the State Joint sector at the beginning of the Fourth Plan. The-
target of capacity as well as production set down for 1973-74 was, 
23,000 tonnes. As a result of the Mid-Term Appraisal of the Plan in 
1971-72, the target of capacity for 1973-74 rernah'led the same i.e. 
23,000 tonnes but no production was envisaged during the Plan period. ' 
Until the end of 1971-72, the approved capacity of 20,000 tonnes had' 
not been installed in the State Joint sector. 

Acrylonitrile: The target of 16,000 tonnes of capacity as well' as' 
of production was set down for the year 1973-74. During 1971-72 a 
capacity of 24,000 tonnes was approved in the public sector but it had 
not been installed by the end of that year. 

Synthetic Rubber: A capacity of 30,000 tonnes was a.}ready installed 
in the private sector at the beginning of the Fourth Plan period and 
in 1968-69 the production was 25,900 tonnes. The targets for capacity 
as well as production for the year 1973-74 were fixed at 70,000 tonnes. 
These were reduced in the Mid-Term Appraisal to 30,000 tonnes and 
36,000 tonnes respectively. In the year 1971-72, an additional capa-
city of 20,000 tonnes was approved for the public sector which had, 
until the cnd of 1971-72, not been installed. The production in the-
private sector in 1971-72 was 33,000 tonnes. 

1.20. The. position in regard to other petrochemicals is as follows:-

Plastics Intermediates: The Fourth Plan set down a target for 
the produ~tion of plastic intermediates, namely P.V.C., Polyethylene, 
Polystyrene and Polypropylene, for the year 1973-74 as 2.25 lakh· 
tonnes. This target was redu~d in the M~-Term Appraisal to 1.83 
lakh tonnes. The Appraisal did not conb~mplate. any production of 
Polypropylene while the original production target for this material· 
was 15,000 tonnes. As against the production of 5a.l00 tonnes of 
P.V.C., Polyethylene and Polystyrene du~ing 1968-69. and the con-
giderably redticed production target of 1.83 1akh tonnes for 19'13-~4 
tonnes,' the production of these items achieved during 1971-72 WDS-
1:06 takh tonnes only. 
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·$Y'A-thetic Fibe,-,: The: production target for It73-74 set down in 

the Fourtlil. Plan for Synthetic fibres, J181Ilely, nylon fibre, filament 
yarn, tyre.cord and other industrial yams, Polyester fibre and fila-
ment yarn and Acrylic fibre waa 66,000 tonnes which was redUt!ed 
in.the Mid.Term ·Appraisal to 43,000 tonnes. The Appraisal did not 
en\1Dage my prrouction of Acrylic Fibre during the Fourth Plan 
period. As against the production of 11,300 tDmles of Synthetic fi~ 
in 1968-69' and reduced production target of 43,000 tonnes for syn-
thetic fibres for 1973-74, the production during 1971-72 was 17,20() 
tonnes. 

Organic Chemicals: The Fourth Plan document or the Mid-Term 
Appraisal thereof did not cover the organic petrochemicals. The 
demand estimates for some of these. namely, 2-Ethyl Hexarwl, Ethy-
lene Gly:col, Acetone, Methanol, Phenol, Phthalic Anhydride, Methyl 
Methacrylate and Detergent Alkylate, for 1973-74 are stated to have 
been assessed by the Development Council for Ccganic Chemical 
Industries which work out to a total of 1.58 lakh. tonnes. The total 
production of these organic chemicals achieved by the end of 1971-72 
was however, 59,000 tonnes only as against 27,700 tonnes during 
1968-6~ 

1.21. The Committee are greatly disappointed to observe that the 
rate of growth of petr~hemical industry in the Core Sector has been 
nil during the first three years of tbe Fourth Plan period. In respect 
of DMT, Caprolactam and Acrylonitrile, which are synthetic fibre 
intermediates, no capacity had been installed upto 1971-72 while the 
Plan originally envisaged sizeable production of these materials at 
the end of the Plan period. In the case of Syn'thetic Rubber. by 
1971-72, even the approved capacity was much below the production 
target for 1973-74 and that too remained to be installed. The capa~ 
cities for DMT, Acrylonitrile and Synthetic Rubber are licensed in 
Indian Peltrochemical Corporation-a Public Sector Undertaking Rnd 
are a part of the Gujarat Aromatic/Olefins Projects. The capacity 
for Caprolactam is licensed to.Gujarat State Fertilizer Company-a 
Gujarat St1lte Joint Sector Undertaking. The Commifiee have sub-
sequently ill Chapter 10 of this report commented upon the delay 
ia .the C'ommissiomlll of these projects. Here, they would like to 
point ou't that OlD account of nOll-realisation of the p.rociuction targetJ 
in respect of these iadustries, which produce raw material for the 
down str~ lUlU&, the -growth of. processiDg industrletl, which be~ 
largely in, the siDalI scale sector are -.. ploym.ent-intensive, hal been 
stunted and the pressure 'on foreign exchange required for impOrts 
of raw material for feeding the existing down stream UDits is un-
IleCeiSarily' malDtaiaeci. 



14 

1.22. The Committee also find that as a result of the mid-term 
appraisal of the progress of the Fourth Plan achieved upto 1971-72, 
the Planning Commission has scaled down the capacity and produc-
tion targets for 'the Plan. The Committee are averse to the scaling 
d'own of the targets without the reasons therefor being fully ex-
plained. The Committee see no reason why the target in this field. 
vital to industrial arrowth and generation of employment potential. 
could not be achieved by integrated and detailed planninr in advance 
and timely concerted measures in implementation thereof. While 
the Committee underline the need for layinr down the plan tar&ets 
4)n a more realistic basis, they consider that slow progress of 'the Plan 
should attract timely notice and, instead of resorting to the easy 
course of scalin& down the targets, the implementation machinery 
should be )teared up for redoubled effort to improve upon the past 
performance so as to achieve, in the remaining years of the Plant 
the targets originally laid down. 

1.23. The Committee desire that Government should make an in-
tensified effort to achieve maximum progress in the development of 
the petrochemical industry during the remaining period of the 
Fourth Plan so that as to reach as nearly as p'ossible the targets set 
.down in the plan. For 'the Fifth Plan, the Committee trust, the 
targets of capacity and production would be laid down in detail pre-
ferably year-wise, keeping in view the vital importance of these 
materials for industrial growth and generation of employment op-
portunities. 

Shortage of certain Petrochemicals 

1.24. Alcohol: Government have admitted that the production of 
Alcohol, which is used for the manufacture of a number of organiC 
chemicals, during the current year (1972-73) is likely to be short of 
the total requirements by 25 per cent. The reason given is that 
'"while demand for alcohol, both for potable and industrial use has 
increased somewhat, the production of alcohol based on molasses has 
not increased correspondingly in the current sugar year. Two States 
which earlier were enforcing prohibition have now abandoned that 
policy. and in other States consumption of potable liquor has gradual-
ly increased. This has increased the draw on the available supply of 
aJcohol." To meet the requirement of the 'most essential' industries 
tn deficit States during the current year, Government propose to 
import 40,000 tonnes of Alcohol. Besides, Government have taken 
the following measures: 

4'In order to impress on the State Governments, the gravity 
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of the alcohol situation, the Ministry has advised them to 
enforce the most stringent austerity measures and to adopt 
the following priorities for the allotment of alcohol:-

(i) Priority industries for the manufacture of drugs, phar-
maceutical, pesticides, synthetic rubber, acetic acid, 
thermo-plastics (which include polyethlene pine oil and 
shellac. 

(ii) Science laboratories, hospitals and dispensaries. 
(iii) Potable purpose'S. 
(iv) Paints and varnishes. 

The State Governments have been advised that the allotment 
for potable use should not be made at a higher level than 
that in the preceding year. They have also been advised 
that in future when they set up alcohol-based industries 
which come within the purview of the State Government, 
prior approval of the Central Government be taken So that 
there is no indi'scriminate increase in new alcohol-based 
industries. 

The alcohol availability position changes from week to week 
and in order to prevent any serious stoppage of production 
a constant watch is kept over the situation. The ways 
and means position of all major alcohol-based "industries 
is monitored and ad hoc allocations are made from one 
area to another in order to tide over local problems." 

It is also stated that for the future, Government have a deliberate-
policy of not encouraging the setting up of new alcohol based chemi-
cal industries because there is no assured increased supply of alcohol 
to sustain these new industries. 

1.25. Thermoplastic Resins: Another field in which shortages have 
been admitted are the Thermoplastic Resins. Theseal'e P.V.C. 
polyethylene (HD & LD), and polystyrene. The indigenous produc-
tion of these items in the current year (1972-73) is likely to be 1.10 
lakh tonnes only and the shortage is assessed as of 16,000 tonnes. 

The main reason is stated to be:-

,. 

(i) A very large number of proce§ing units-almost all ill 
the small scale sector have come up which has resulted 
in the growth of demand much beyond that in the previOUS 
years which could not have been anticipated. 

(ii) The shortage may not have come up if the indigenous 
production had been maintained at levels anticipated 
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earlier. However, due to problems regarding supply of 
ethylene, carbide and technical and operational difficulties 
experienced by manufacturers of H.D. Polyethylene (one 
unit) and' P.V.C. (2, units) the production was lower than 
.anticipated. 

In order to alleviate the difficulties of the industries, Government 
have, it is held, taken the following steps under the Import Trade 
Control Policy: 

(i) it has been decided from the licensing pericd April, 19721 
March, 1973 to anow the imports of these items to the 
exporters. 

'(ii) import ban on P.V.C. and Polyethylene (H.D. & L.D.) has 
been removed in this licensing period and actual users 
(plastic processing units) mostly in the small scale and 
medium sectors Bre being allowed to obtain supplies of 
imported resins through State Trading C01?or.ation. 

In addition to the above steps, the Ministry, it is stated, keeps a 
'Close watch to ensure that the distribution of the existing raw mater-
ial is as equitable as possible. Meetings are held with the manufac-
turers and the representatives of the users federations in order to 
assess the bottlenecks and find solutions. In the longer prespective 
the following measures are envisaged by Government in order to 
ensure that shortage of plastic raw materials does not persist:-

'(a) The only HD Polyethylene unit in the country has been 
permitted to expand by 10,000 tonnes. 

(b) Import of alcohol is being resorted to in order to ensure 
that the LD polyethylene unit and the PVC units can func-
tion at full capacity or even upto such higher levels as 
permissible under the Government industrial licensing 
policy. 

1.26. The Committee consider that the long term remedy for shor-
tage of industrial Alcohol does riot lie in diseouraging the setting up 
of petrochemical _its be_·· on . AlcolLOl bu.t in' finding ·ways and. 
means for ,lnere", the· aJlaU.hility IOf Aleobol .for industrial pur-
poses. 'l'hey repet .that: ilhe Ministry of PetrQ1eum and Chemicals, 
which is respoutfde alsoio.r molasses, d,id not take adequate mea-
sures in time to increase the availability of molasses for the produc-
tion of industrial. alcohol. They fecl that if proper attention had 
lbeen paid to the priclnr and storage of this Commodity, and a statu-
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Itory allocation, made for the produetion of industrial alcohol, it would 
,~have gone along way in meetini 'the demand for the' production 'of 
riDdustrial Alcohol. -

1027. The COMmittee would also like to reiterate in this connectioa 
the r~omlnendaflons made by them earlier in Paragraphs 1.75 and 
1.7' of their 21th Report (5th Lok Sabha )on Surar and VanaspaU 
that the price of moial!lSeS used for the production of Industrial alcohol 
'shOUld be cOntrolled and that the control of molasses should be 
I transferred from the Ministry of Petroleum and Chemicals 'to the 
: Ministry of Agriculture (Department of Food). 

1.28. As regards the shortage of Thermoplastic Resins, which are 
'being used as raw material by a large number of industrial units 
mostly in the Small Scale Sector, tbe Committee feel that the situa-
'tion could have been avc)lded by a more realistie projection of demand 
and timely action to meet the impending gap between demand and 
'availability. They recommended that Government should take 
-energetic l!lteps to increase tho production of Thermoplastic Resins 
'by speeding up the Implementation of the existtngUeenses issued or, 
III aecessary, by licensing more capacity. 

C. Licensing Policy for Petrochemicals 

!Licensing of Private Units 

1.29. It was represented to the Committee that the main reason 
. for the progress in the developmen t of petrochemicals being slow 
was the halting and indecisive policy of the Government in regard to 
licensing of private units in the field of petrochemicals. As an 
illustration, it was pointed out that while Government had in 1969 
issued letters of intent to a few private parties for setting up certain 
down stream units in the petrochemical industry based on the 
Naphtha, Cracker being set up in the public sector in Gujarat, almost 

. Simultaneously a blue print was prepared for setting up the down 
stream units in the public sector. As soon as the time limit of 6 
months for submission of proposals for foreign collaboration expired, 
the Government took a decision to have the down stream units in the 
public sector. This according to the representation, demoral~ed 

.private industry and rendered infrut!tUous expenditure of time and 
energy involved in working out the Projects and entering into nego-
'tiations with foreign collaborators, besides causing uncertainty in 
regard to Govt.'s policy. GO"ernment was therefore asked to state 
their policy regarding licensing of private units in the petrochemical 
field. 

~ _ .. _, J 
. -~ "- .. 
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1.30. Government' have in a written reply, explaj,ned' Uteir policy 
in this regard as follows: ' 

"The Industrial Policy Resolution of 1956 classified industrIes 
into 3 categories. Org~ic chemical industries in which' 
category petro-ch~micals fall were itlcluded in Schedul!' 
'B' to the Resolution. This Schedule consists of industries ' 
"which will be progressively 5tate,..owned and in which, 
the State will, the.reiore, generally take the initiative in, 
establishing new unc;iertakings, but in which, private enter"-
prise will also be expected to supplement the effort of the, 
State". The state would increasingly establish new un-
dertakings in these industries, while at the same ,time, pd- , 
vate enterprise would have the opportunity to develop in ' 
this field, either on its own or with State participation. 

The Indusrtial Licensing policy at present in force was an;.'· 
nounced by the Government of India (under a N<Jtification' 
issued) in February, 1970 ...... Schedule III to thts Nott-
fication contains a list of industries in 'Core Sector'. This 
list was subsequently re.vised in February, 1971. The in-
dustries included in the 'Core Sector' are basic, critical 
and strategic industries. Here, licensing would be used 
as a positive instrument for development and achievement' 
of the detailed production plans drawn up for each of these 
items. The Larger Industrial Houses and foreign compan-
ies are expected to participate in and contribute to the 
development of industries in the 'Core Sector' and Heavy 
Investment Sector. Integrated petrochemicals complexes, 
DMT, Capralactam, Acrylonitrile and synthetic rubber are 
included in 'Core Sector'. According to a guideline issued 
by the Government for considering the applications for 
industrial licence where public sector may not be able to 
take up any of the core industries during the Fourth Plan 
period, applications giving the broad re.quirements of capa-
city in each case should be invited. 

Petrochemical manufacture is highly capital intensive, involv-
ing rapidly changing sophisticated know-how, which has 
necessarily to be backed up by continuing research and 
pilot plant studies, scientific and technical personnel train-
ed in production and application technology and dynamic 
marketing. The manufacturing schemes in the field of 
petI'OChemicals call for a major investment in the erections, 
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of basic units-olefin plants-around which there has te>' 
be a complex of other plants to convert the 'building 
blocks' produced into resins, detergents, fibre intennediates, 
etc. Significant economies in the erection and operation 
of plants are possible by integrating off site. services and. 
exchange of foodstocks between the many component units·· 
in a complex; further substantial economies can be achiev-
ed by integrating a refinery, ammonia plant, and petro-
chemical manufacturing schemes in the new sites to be 
developed. The role of the public and private sectors in the 
development of petro-chemical industries is being deter-
mined in the context of the above-mentioned economic 
and technical considerations. Both public and private sec-
tors have a role to play in implementing petrochemical 
projects to meet the targets. In the selection of private 
entrepreneurs for licensing of petro-chemical projects, 
basic factors taken into account ar9 their ability to imple-
ment individual units in a technologically competent man-
ner and in coordination with others so that viability of the 
complex of plants in their totality is not jeopardised. Thus 
the technological and managerial expertise as also the abi-
lity to raise adequate finances in time are critical conside,-
rations which have to be kept in view. The public sector's 
role in the field of petro-chemicals was specially studied in· 
1964 and thereafter in 1970 and areas for its development 
delineated. 

The actual processing of applications for grant of licences for 
petrochemical projects from the private sector is usually 
done by an inter-Ministerial group to determine their suit-
ability or otherwise from various relevant angles and then 
submitted to the Licensing Committee and other channels, 
wherever applicable, viz., Committee of Economic Secre-
taries, Cabinet Committee on Economic Coordination. 

It will be seen from the foregoing that consistent with the 
basic Government policy to expand the role of public sector, 
especially in critical and important are.as of economic deve-
lopment of the country and with the vital needs of integ-
rated petro-chemical complexes, the private sector has 
been and is being encouraged to contribute its due and 
appropriate share in the establishment of petrochemical 
units, particularly units for processing of primary and 
intermediate raw materials into finished products." 
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1.31. During evidence, the representative of the Ministry of Petro-
l1eum and Chemicals was specially asked to state whether any deci-
:sionhad been taken by Government on the issue whether in future 
'petrochfmlical industry would be developed in the public sector ex-
-elusively or private sector would also be allowed to participate in its 
.development either at secondary or tertiary stage. He' rePlied: 

"About the petro-chemical industries or petro-chemical com-
ple.xes being in the Public Sector, there is no such firm 
dec~ion of Government that this will be in the Public 
~tor or will be allowed in the Private Sector. In the 
Fourth Plan on~ Petro-Chemical Complex was sanctioned. 
There. were others mentioned but they were not sanction-
ed. As it progressed, in the begiI1Jl,ing it was felt that the 
downstream units may be in the Private Sector. Then 
in stages decisions were taken to include the downstream 
units ~lso in the public sector in the interest of integrated 
completion of the project and to derive the fullest benefits 
of integrated complexes of this kind. But this does not 
imply that there is a policy decision as such that petro-
chemic;al complexes or certain downstream units will be 
in the Public Sector." 

lleferring to the decision taken in 1970 to have the down stream pet-
TOChemical units based on the Olefins Project Gujarat in the public 
':Sector as a result of which the existing letters of intents issued to 
private parties were not revalidated and aHowed to lapse, he added: 

"In view of the very special nature of this project, at the high-
est level it was decided that these down-stream units should 
be undertaken in the public sector as soon as possible and 
if it was found to be impracticable for want of resources, 
it should be undertaken in the joint sector. However, this 
decision did not cover the second polyethylene project in 
the complex for which a letter of intent had been granted 
to Arvind Mills and who had fulfilled the condition stipu-
lated in the letter of intent within the specified time. 
Other persons who held letters of intent did not satisfac-
torily fulfil the conditions. The other letters of intent 
were allowed to lapse and were not renewed." 

1.32. Subsequently, the Ministry was asked to indicate the result 
-of the studies macle in 1964 and ] 970 for defining the role of public 



21 

~torin the field, of petrochemicals. In reply the following note 
'was furnished to the Committee. 

CCIn;Novem~r, 1964, a Working Group was constituted by the 
Department of Chemicals under the Chairmanship of the 
th,en Secretary, (D~partment of Chemicals) to suggest rea-
listic targets for the main petrochemical items by the end 
of th~ Fourth Plan and outlay in tltis secWr. The Working 
Grpup ~as composed of representatives of the D.G.T.D., 
the Ministry of Finance, Planning Commission, Oil and 
"Natural Gas Commission and the In~ Institute of Petro-
leum and others. This working Group, inter alia, studied 
the role of the public sector in the field of petrochemicals. 
An extract from the Report of this Working Group is 
attached for reference (See Appendix I). It will be seen 
therefrom that the basic considerations which should de-
termine the extent of role of puhlic sector in the develop-
ment of petrochemical industry in India were spelt out 
by the Working Group. 

In 1967, the Government decided that a,n Aromatics Projects 
should be set up in the public sector, Government also 
decided in principle the setting up of a Naphtha Cracker 
in the public sector. Its downstream units were to be put 
up by, the private sector. 

Subsequent to the above decision to set up the Naphtha Cracker 
in principal, all entrepreneurs, who had indicated interest 
in downstream units were contacted and asked to submit de-
tailed proposals-particularly realistic estimates of project 
cost, sources of rupee and foreign exchange funds, process 
license fees, royalties, engineering fees, extent of foreign 
equity investment envisaged, if any, etc. (Such informa-

'tion is generally submitted by entrepreneurs after the 
issue of letters of intent but in view of the need to coordi-
nate the implementation of all projects in a viable integ-
rated complex. it was considered essential to obtain this 
information to establish that the individual plants in the 
complex would find acceptance by Government and be 
implemented as required. Apart from information supplied 
by the Ministry in a number of meetings and discussions 
with entrepreneurs, the assistance of the Gujarat Indus-
tries Department and the GUjarat Industrial Development 
Corporation was also availed of in advising entrepreneurs 
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of projects to be firmed up and what information was re-
quired. Clarifications and assistance were, given to entre-
preneurs who indicated even preliminary interest so that 
proper proposals could be formulated by them for evalua-
tion. OOTD's comments were sought on the proposals. 
which were received thereafter, and these were scrutinised 
in an Inter-Ministerial meeting which included representa-
tives of D.G.T.D., Planning Commission and the Gujarat 
Government. Finally letters of intent were granted in 

, the period between July-Se,ptember, 1969 to the follow-
ing parties:--

• • • • • 
All these letters of intent were valid for 6 months and had the-

further stipulation that there would be no substantial 
change in the major factors pertaining to the project. 'l'he 
entrepreneurs were advised more than once both verbally 
and in writing that in view of the details worked out as 
requested by the Ministry and submitted by them in ;Ad-
vance of the issue of letters of intent to them and techno-
logical and economic imperatives of an integrated complex, 
it would not be possible to consider extension of the vali-
dity periods of their letters of intent. 

A decision was also taken, in September, 1969 and November, 
1969 to set up in the public sector the acrylonitrile and 
synthetic rubber plants respectively. 

In discussion with the Planning Commission in December, 1969 
on the Fourth Plan outlays for the Public Sector, it was 
agreed that since the Olefins Project was an integrated 
one (and, therefore, could not proceed without all the 
individual plants proceeding together), it would be neces-
sary to have a contingency plan and provide funds for this, 
which would have to come into force if any of the projects 
was not able to make satisfactory progress. Such a plan 
was prepared by this Ministry in January, 1970 and dis-
cussed in Inter-Ministrial meetings comprising representa-
tives of the Ministry of Industrial Development and In-
ternal Trade, D.G.T.D., Ministry of Finance (Department 
of Economic Affairs) and Planning Commission in Febru-
ary, April and July, 1970. The Inter-Ministerial Committee 
thoroughly reviewed the progress made by each of the-
above holders of the letters of intent in the context of the-
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stipulations laid down in the letters of intent and also took 
into account the new licence policy, the policy in respect 
to inte.r-corporate investments under the Companies Act 
and the implications of the Monopolies and Restrictive 
Trade Practices Act. In the light of the discussions, three 
alternative proposals were drawn up as fonows:-

{a) Continuing the implementation of these projects by the 
private entrepreneurs to whom the letters of intent had 
been issued (although the letters of intent had expired). 

(b) Setting up of downstream units in the public sector. 

(c) Taking up of these units in the joint sector. 

These alternative, were reviewed in August, 1970 in a meeting 
held in the room of Secretary Industrial Development and 
Internal Trade, attended by the representative of the Min-
istry of Finance (Department of Banking and Dep:.lrtment 
of Economic Affairs), Planning Commission, Department 
of Company Affairs and the Ministry of Petroleum and 
Chemicals. The recommendations of this meeting were 
submitted by the Ministry of Petroleum and Chemicals 
and were considered by Government at the highest level 
at which it was decided that the first preference should 
be given to these projects being included in the public 
sector." 

1.33. It is observed from the above notes that while le.tters of in-
'tent for setting up downstream units based on the Naphtha Cracker 
'being put up in the public sector in Gujarat were issued to certain 
private parties between July-September, 1969 valid for a period of 
six months. a decision was taken in December, 1969 to prepare a 

"contingency plan' for setting up the downstream units in the public 
sector and for the provision of funds therefor. 5'uch a plan was ac-
tually prepared by the Ministry of Petroleum and Chemicals in Janu-
ary, 1970 and after consideration lasting between February-August, 
1970, it was finally decided by Government in December, 1970 to in-
,clude these down-stream projects in the public sector. Government 
maintain that the contingency plan was put into effect as the parties 
who were issued letters of intent had not submitted satisfactory for-
eign colla,boration proposals within the specified time and the set-
ting up of the down-stream units had to be synchronised with the 
commissioning of the Naphtha Cracker. 
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1.84. In a memorandum. submitted by one of the a1rected parUes-

at the time of examination of the subject of Industrial Licensing in 
1971-72, the party had howe.ver, represented that they could not fina-
ltse; the foreign collaboration within the specified time because of the 
relunetance on the part of the Ministry of Petroleum and Chemicals 
to indicate the line of foreign credits available to the party and alsO' 
because the Ministry was unable to indicate to the party whether the 
raw material would be available to the party from the Naphtha 
Cracker in adequate quantity. 

1.35. The Committee have, while examining the progress of the 
Gujarat Olefins Projeet in a subsequent paragraph, comm.eated upon 
the shift in the policy of the Government in regard to the setting up 
of the down-sfieatn uilits which was partly respOndb1e for the delay 
in 'the commissioning of the Naphtha Cracker on which the develop-
ment of the petrochemical industry largely depends. 

1.36. The Committee are aware of· the general uncertainty in re-
gard to the role of the public/private sector that has persisted in the 
Fourth Plan, in 'the petr~hemical field and they feel that it has arisen 
precisery because, as admitted by the representative of the Govern-
ment before them during evidence, Government had not taken a 
"firm" decision as to whether the petrochemical industry would be 
in the public or priva'te sector and the deeisions taken in this regard 
hAve been on ad hoc basis. The Committee recommend that Gov-
ernment should clearly state the role of the Public Sector in the 
development of petrochemical industry during the Fifth Plan period 
keeping in view the 'overall plan 'targets to be achieved, the financial 
resources available for investment in the public sector in terms of 
plan priorities, technological resources, and feasibility of implemen-
tation of the programme in the public sedor during the plan period. 
Government should also precisely define the areas in the field of 
petro-chemicals where the participation of the private sector would 
fte perm1ssible during the Fifth Plan period and pubJicise tbe same 
for general information so as to attract competitive proposals for tbe 
development of the industry in tbe sbortest time. 



cnnn:Ii 
LICENSING OF INDUSTRIAL UNITS AND PRODUCTION 

, A. Industrial Licensinl Procedure 

Licensing of Capacities 

2.1. In the preliminary material furnished to the Committee the, 
Ministry of Petroleum and Chemicals had, while describing the pr~ 
cedure followed fOI' considering applications for industrial licences, 
inter alia stated. ''The actual processing of applications for grant ()f 
licences for petrochemical projects from the private Sector is usually 
done by an inter-ministerial' group to determines their suitability 'or 
otherwise from various relevant angles and then (cases are) submit-
ted to the Lieensing Committee and other channels ...... " During. 
MTidence, the representative of the Ministry of Petroleum and Chemi-
cals was asked to describe the procedure in detail, giving the compo-
"tition of the inter-Ministerial Group. He replied: 

...... the applicants send their applications in the prescribed 
form for a licence-application which is sufficiently detail-
ed. If we find on receipt of the application that there are' 
some queries to be made, we make those queries and we try 
to see that the queries are made in one instalment only and' 
not repetitive queries. Then both the D.G.T.D. and the 
Ministry, if necessary, send for the applicant to clarify cer-
tain matters, i.e. the process he is going to use, the know-
how which he wishes to import, the equipment that is 
avail'able in the country, the equipment that he will import 
and so on. All these angles are taken into consideraticin ... 

The question of setting up inter-Ministerial groups to decide' 
the suitability or otherwise, either of parties or processes 
or product mix, arises largely in! cases in which there 'are' 
many applications for a Single item and in certain cases in ' 
which te.chnical questions are raised which cannot be'sorted 
out by the Ministry itself. In recent months we have had 
such groups created for certain items. In these meetings 
representatives are invited from the Ministries and Depart~ 
ments who would be concerned with the issues involved' 
in a particular case. The representatives of DGTD, Plan-
ning Commission, Ministry of Industrial Development ana 
Department of Company Affairs are llenerally associated' 

2S 
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witb such groups. Other Ministries or Departments are 
invited whenever required. The procedure is that Fuch 
a group submits its report, the administrative Ministry con-
siders it and then makes its reoommendation to the Licen-
sing Committee." 

B. Licensing Delays 

lJicence Applications Pending. 

2.2. The Estimates Committee (1971-72) had, in their 19th Report 
(5th Lok Sabha) O'll. Industrial Licensing, observed that a large num-

. ber of applications for industrial licences were pending with the 
Ministry of Petroleum and Chemicals for long periods. According to 
the figures made available to this Committee, as on 31-5-1972, as many 

·as 111 applications for industrial licences were pending with the 
Ministry of Petroleum and Chemicals. Their break-up according to 
·the period of pendency has been indicated as follows:-

Between 2-3 years 
Between 1-2 years 
Between 6 months-I year 
Between 3-6 months 
LeIS than 3 months. 

4 
68 
27 

6 
6 

III 

2.3. During evidence, the Committee were informed of the latest 
'. position regarding the pendency of licence applications which, ns on 
.31-10-1972, was 138 applications pending, out of which 83 were more 
-than one year old, 17 were pending for between 6 months and one 
-year while 38 were less than 6 months old. The applications pending 
.-for more than one year included 43 for polyester film on which deci-
sion was thtm. said to be "imminent" . 

.Reasons for delay 

2.4. The representative of the MInistry of Petroleum and Chemicals 
. .explained during evidence the special circumstances on account of 
which industrial licence cases pertaining to his Ministry took a longer 
time for disposal. According to him: 

" .•.. many of the industries depend on imported raw materials; 
their process is also complicated Sometimes different feed 
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.toeks can be used. Foreign technology import iis involved. 

'It does taR tim~ in consultation,ln· considera&n and so 
on.' Then we face another peculiar -factor because of the 
newness of the' petro chemical industry and certain scarcity 

'values attached to its products. These are high profit in-
dustries or had been . high profit industries in the past and 
the pressure on licensing has been very great. For a single 
'item yau can get something like 40 to 120 applications and 
it becomes necessary to -process all the applications together 
so that a comprehensive view can be taken .... We had an 

-instance when we had virtually finalised our -vi-ews about 
certain technology and certain recommendation for licens-
ing. One of the parties claimed that it had developed its 
know-how and therefore, it was not necessary to Import 
mow-how. Once a responsible private party claims that 
it has its know-how we have to make sure that know-how 
is not unnec~sarily imPorted. In that particular case we 
had to assemble a technical team. In fact we had to go out 
of the way and get outside expert, not from Government 
but non~Government expert, associate him with us and get 
.a report. After that this Committee had gone and visited 
the plant, inspected the process, inspected the material 
,and this took about five or six months. At the end of six 
'months we were told that the process had not been deve-
loped to the proper standard of finished product. We 
allowed six months for this thing to be judged. We form 
inter-ministerial group to resolve the ditllcult cases so that 
we import the proper technology. We secure the proper 
product mix. We base the industry on proper raw mate-
rial which in course of time will become available in India 
or which we cannot do without." 

2.5. In reply to a question during evidence, the witness stated that 
-where the number of applications for the issue of industrial licence 
'lor the same. product was large, the selection out of them for the pur-
pose of issue of the licences was made after on inter-Minis-
t~rial Group had processed. all the applications and analysed all the 
material available, which naturally took a longer time. 

2.6. As for the adherence to the time limit of three weeks laid 
odown for t~hnical processing of a Ucence case by the DGTD, the 
-r.epresentative of DGTD stated during evidence: 

"This is exactly being followed by all the directorates including 
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~. Pft~Q.ical ctinclomlte, aDd a 01 __ ebtek is being 
~ by ~ OOTD and the indilateiai 1Mhtsers .... Wherever 
~tt ie .. , QIl1liM iot delay, ibeie 101'8 explatned to the 
Mi_tt_· hilrllt1& throuelt tile D6~ Whatever ball 1Ieen stated' 
by ija& Mi_tty of JDdueVial Detre1oPl8M ill l'Iab1g follow-
ed. It does not JJ)ftn tlrat then may not be a single case 
CIt delay beYOtld 21 days, benuse this D1:lIDOer of 21 days' 
ia ubitray. Then ue cenam eontpiex 00_ where the 
cor.r~ With the parties takes mare than a month 
Imd a half, and sometimes the par,ties theaelves ask for 
more time. We explain the Pf)Sition. and try 011r best to' 
expedite it within the time schecNJe." 

2.7. In liepl;y to a qllestiOQ as to how far the delays in the disposal 
of licensing cases were due to the licensing policy in the field of 
petrocbemi~l industrifi being not clear, the rept:esentative of the 
Ministry of Petroleum and Chemicals stated: 

"Tbis is a very wide question which I think the Planning Com-
mission could satisfactorily amswe:r. But, as you know, the 
country is planni.ng on the basis 01 certadn indkations of 
resourae availability. It has seldom be'e1'l true in the last 
four Plans that· the l"eSC!lutce availability has matched the 
Plan. 'Phetefore. from time to time, stresses and strains are 
bound to appear in the availability of resources, foreign 
exchange, raw materials and feed-stocks and so on. From 
time to time, new. icdua will be injected into the system. 
For example, tins idea that technology should be purchased 
centrally is thete. On the face of it, the idea appears very 
attractive, that we' WiD pay much'less if we do that, but on 
a fuller examination it was found that it was not workabJe. 
At the same time, this idea cannot be thrown away. So. 
I do appJreCiate and: I w(:)uld in fact agree. when you suggest 
that proper thinking and proper training will expedite im-
plementation. But, at the same time, these instances of 
cmcordl11ce will not always be avoided. .. We have licens..l 
ed is nylon plants. all of a smaller size. Here, we have 
advised one of our public sector undertakings-Engineers 
India Ltd.-to see· if they: can· pUfclui.se the technologies 
den-traIl,.; da the engiIieering~ fIor all the plants in the couno. 
try, and thUB.save.~ey'. 'mtis. is one fi~d in which the 
central purchase of technology would seem to be indicated .. 

r· w:e are workirig on that." 



Technical Examination in Min.istT~ 

2.8. Since the main reaiOn for delay in dispoaal 01. li~eDfling cases 
relating to petro-chemical ind.\Wtfy m his MiDistty Wa&, according to 
the. witn.eu, a thorough tec:hnkal appraisal of casea in the Ministry 
of Petroleum and Chemicals itlelf, the witness was uluKi as to why 
the technical examination of the case wall c1u.plicated in the Ministry 
when D.G.T.D., as the principal technical advisory body to the Central 
OoverIUtIeDt, Wu 88 a matter Of Coutst called upon 1;g giv~ its tech-
nital "Pinion m all licensing eases. The Adviser, Pl81uiinS ComiiliJ-
sion, who was formerly in the Ministry of Petroleum and Ch.mitals 
stated: 

u ..•. t~ tnttin functi6ft tlf the technital cell$ in the Ministry, 
at least in the Ministry of Petroleum and Chemicals, is 
really t11& pUblic seetor. 80 peteent of its time is devoted 
to that .... In the ct!l!e of t)rl\rAte entetptise aIlk>. their ad-
vice is sought if that is connected up with an integrated 
complex. 'the primary respomibiiity of evaluation and 
offering comments on the proposals in tne private sector 
is tllat of oo'tD." 

2.9. The representative of the Ministry of Petroleum and Chemi-
cals submitted:-

"DGTD Qre technical advisers to the G<>vemment of India as 
a whole. They maintain varieus demand projections. They 
have also figures of imports of that particular product and 
they aR 1Ib1~ to as&eSIS the tec::hnologtcalwoJ:lith of the pro-
posal all a Whole. DGTO serve ,all the MJh1itries .... thfte 
Is • gteat deal of nUitit in central., the ~ebairlal serVie'fs 
a~l.~ tC) 1M vUiou. MimstriefJ. That il the bniytom!lCt 
way 1M ItuNAtainitlg tiata, wlti~ca!1 be classified., which 
~n be CoMp1lltetfised' and ibe teabniaalaerYibes ~aD t.bart 'le 
ItreamliMd antlnOl"lrlB CD be'tnaintJrined fOl' all the MMtia-
tm.. 1 do rtotUaiak, the JtiailtriW carlposllibly be made 
Mlf-SUfflel..t .in ·this, "artteul_ field. Ina Miiliatries \fill! 
neei:l advileN;in v.uiotJa fiel_ fer variohi'}lnjHta,but the 
~al_vi. beiilg proPIiIied,~ '1helDGTDare, iD_ 
tJutn)Jle UPiDiCXI, beet ')ift oetttraUIed. 'DJten mat be' need 
fot ~g1hem; otilenme .... s·WiB be di6NJriiel 
,eval1iaUon .~ varloU.1ecltbicBlpNpuaala." 
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In reply to another question he admitted: 

-'We do not have preliminary examination in our Technical 
Wing. We 'wait for the comments of the DGTD and then 
if, during the course of the examination, we have special 
difficulty or we want special advice, we also consult -our 
Technical Advisers." 

2.10. The representative of the D.G.T.D. submitted that his organI-
sation was fully equipped and well-knit 'for a technical appraisal of 
petro-chemical cases. 

Procedure fOT keeping a watch on progress of Licensing cases 

2.11. The Ministry was asked to state whether they had any system 
of keeping a watch on the progress of licensing cases so as to see that 
those were not held up unnecessarily at any stage. In a written note 
furnished to the Committee it ,is stated: 

"The Section dealing with Petro-chemical industries puts up a 
weeqly Arrear Statement which gives data on matters pen-
ding for different periods. This statement is closely watched 
by the officers and instructions are issued as to the 
disposal of the long pending items. The officers are inti-
mately in touch with the progress of cases, as well as the 
reasons for hold up. The progress of disposal of pending 
applications is also periodically intimated to the Ministry 
of Industrial Development after it is seen and reviewed by 
the senior officers. All this helps to keep a close watch on 
progress of licence applicationS." 

2.12. The Committee are unhappy to note that, as on 31st October, 
1972, out of 139 licence applications pending with the Ministry of 
Petroleum and Chemicals, as many as 83 were more than one year old. 
The plea that consideration of applications for licensing of Indus-
trial Units in the Petro-ehemieal field takes a longer time in the 
Ministry of Petroleum and Chemicals because of some special 
eoasiderations, namely, selection of proper proeess. availability of 
raw material and larger number of applications, is DOt convincing. 
The selection of proper process and availability of raw material 
are aormal considerations on which aU lieences are issued while it 
is not only 111 the petro-chemical field that the nUIDbel' of licence 
application are large. The ColDJlllUee have a feelina that the main 
eause for delays in procesilnr of licensing applications by the Minis-
try of Petroleum ad Chemicals, apart from the dilatOry procedures, 
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is that the M.iJUstry is involvini itself rather too much in the 
technical appraisal of the cases. which is really the functioD of the 
D.G.T.D. 

2.13. The Committee are greatly coocerned that in the field of 
petro-chemicals, where there has been phenomenal technolOlieal 
development elsewhere, the mere process of examiniDa the licens-
i.ni applications and bringing them up before the Licensing Com-
mittee should have been subjected to such excessive and persistent 
delays. The Committee would like to point out that, as admitted in 
the course of evidence, DGTD which is the technical wing of the 
Government, has the requisite expertise in the field of petro-
chem.ic:als and that the Licensing Committee itself has representa-
tives from all the Ministries/Departments and the other bodies 
concerned with the issue of industrial licences. The Committee, 
therefore, feel that the entire procedure adopted for processing of 
applications in the Ministry of petroleum and Chemicals needs to 
be reviewed at the highest level to avoid duplication and to lay 
down realistic time schedules, so that all the processes involved in 
the issue of industrial licences are completed in the shortest time, 
contributing to industrial growth and generation of employment 
opportunity. The Committee would also like Government to lay 
down at the highest level. clear guidelines regarding allocation of 
the units in the public or private sector, size of the units, their 
location etc., so as to facilitate the work of processing of applications 
f()(l' the issue of licences. 

2.14. The delays in the disposal of licence cases in the Ministry 
of Petroleum and Chemicals also show that the existing system of 
keeping a watch on the progress of cases is not adequate. The 
system should be improved upon with a view to make it really 
effective. 

Delays in appToval of proposals for foreign collaboration and import 
of Capital Goods 

2.15. Government have in July, 1972 furnished to the Committee 
a list of Petro-chemical projects which have been approved by them 
or for which letters of intent have been issued, but which are yet 
to be licensed (Appendix II). From that it will be seen that consi-
derable time is being taken by that Ministry in approval of foreign 
collaboratiaon proposals from private parties who have been earlier 
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issUe4 let~rs of i~~erii. fo,,"~et~f'" -up n,~w Qf ~d~it~9~ in448trial 
capacfties. A few cases are mentioned below as illustratioI\: 

,an;f ~~9f~" 1--/1 ... ,,," J~:f"'ll '~Jlce 
1D i,su 1D I.S.=O"==, 4£ s_ • • .. 

I. 8tiram Vinyl & Chemicals. P.V.C. Roes/ns (S.E.) June, Licence not yet 
Qds 1IIued. 

2. NatioRal Rayc)n Corp. Nylon Tyre CordI Nov. Licence not yet 
~"ri" YN'n 1166 leelJed. 

3· 4h~~g~f' .• rOlrt:F~le Fl re 
Q,c., 
1966 

Oltt' l "910 

4· C;:~~caJ ~ Plastics. AiettJ,lr. . P.y.C;. R.~ins (SE) Pt.¥:. Jan .. ~97q. 
1966 

S· Chlll'ticals6 Fibres, Polyester Staple 1968 Peb.,1972. 
~~y. J'ibrtI ($) 

6. Indian Dlpnle Chemicall, Polyester Staple Oot. April, 1970. M44ns. l'1,bre(NV) 1968 

7· Myson P.uo-Chanicals. PhlHlic Anbrdride June Liomce still not 
(NU) J97C1 is'loIeg. 

..... -',""0.- ' . . - "': - .--'-_ ...... __ ._- .. _-- .... '-'---'-'-~-" ---.. -.. -
2.18. Alked t6 state the rMlleas for sueh almorm.al delays, the 

Ministry (}f Peb'Gleum and Chemioah kave funtshect the following 
n&te: 

"The initial validity period of a letter of intent is usually 
6 month~ for submts~ioll of foreign coUabotation pro,ppaals 

and 6 months after the a.~prQval of tQr~isn conabora.tion 
for. su'bmission of the capital goods applications, .subject 
to the condition that the le~r of intent is converted 
into. an industrial licence within a period of one ye~r. 

The perioo of (}ne year for conversion of a letter of in-
tent into an industrial licence does not necessarily 
repreaent what aovellUR~nt thiQka would be a reasonable 
time for a party to fulfil the conditions of the letter of 
intent. This period of one year has been prescribed on 
, W)i(QI1Il pa~~s fQr all industries, irrespective of the 
sestation perioo. aowever, this period of one year is not 
enqy.gl1 in ~Vt:ry c;,,~~ to ta~e tlle ~ecessAry /iteps stIiPu-
lat~~ in the le~ter ot int~t far pt:tro-ch~ic;al industries, 
¥ost of the petfo~emical Ul1its r~qufre· nesotl~tion of 
foreiift co:n~bor~tion for sophisticated technology. The 
equipment to be imported is also sophisticated and has to 
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.. locatetl froIIl .veral sourc... i'he GoVIfIDmeat accepts 
the pOtlition that OD. account of tAle complexity of these 
units, extenlion to the validity of the Jetteq of inteDi 
will have to be ermt.:Ki for varyiD, periods after careful 
.fcrutiny of the citcwntiallcea of the cases. Further, it 
.b8f been the experience that in a veq large number of 
.e.... the ftrmiaa up of the required foreian credit takes 
a long time. At the eild of this validity period 
when the party applies for extenalon, Government 
a .... es the progress made and takes a decision as to 
whether the party haa shown enough initiative to war-
cant the extension of the letter of intent. In this sense, 
there is an advantage in having a limited validity of the 
letter of intent, even though we realise that a longer 
'time would be taken to process the various aspects of the 
}lroject. This enables Government to exercise discretion 
to cancel a letter of intent iIi a case Where insUfficient 
'progress has been made. Out of the list of letters of 
intent given in reply to item No. S(tii) of the Estimates 
Committee Questionnaire, there are a total of 9 cases 
where the letters of intent have remained unconverted 
into an industrial licence for a period of over one year. 
Out of this, in 7 of them the age of the ietter of intent 
is less than 3 years and this is not an unusually long 
period for projects of this complexity .. Two of them 
Sri ram Vinyl tndustries and National Rayon Corpora-
tion, have taken abnormally long time in conversion of 
their letter of intent into industrial licences because of 
certain special circumstances." 

1.17. Details of the.te two cates has been liven as under: 
"'Srirom Vinyl lndUBtrilS: 

At present the party Is licensed for manufacture of 40 tonnes per 
~y (equivalent to 13,200 tonnes/annum) of PVC. This capacity is 
in production. On 25-6-65 the party were given letter of intent to 
-e~pand to the level of 20.00Q tonnes/annum, on the basis of naphtha 
"85 a feedstock. The party s,ubmitted proposal for purchase of 
tecbnoloiY ande~neerin~ eJesign from overseas in ~966. In view 
of the factth~t (he propos.ed expansion of M/s. Calico was also 
wder consideration, the Govt. thouaht it 6t to examine whether 
'~he technology cO\lld Qe neaotiated on a centrali~ed basis. This 
m.tter had ·therefore to be investi$ated and based on the results, 
Oovernment <lecided no~ to pursue this .end towards the latter half 
-Gf 1969 Sriram Vinyl Industries were advised tore-negotiate their 



34 
foreign collaboration, as the terms of the .earlier collaboration were: 
no longer valid. InA"pnl, 1970,' the party submitted revised col--
laboration proposals. At that stage, a review of the naphtha avai-
lability position showed that no quantity would be available for 
further fertilizer and chemical projects. Moreover thecorrespond--
ing size of naphtha cracker is extremely small and in consultation 
with PVC manufacturers, the Ministry is investigating the 
e:onomics of a large vinyl chloride plant which could supply vinyH 
chloride to all PVC manufacturers to enable them to increase their 
production at the lowest investment and operating costs. This will 
also assist in minimising foreign exchange expenditure on royalties, 
payment for overseas technology etc. and also prodiJce valuable-
by-products. 

Mis. National Rayon Corporation 

A letter of intent was issued to the party on 30-U-66 for manu-
facture of 1800 tonnes of nylon tyre cord. The other two parties 
issued letters of intent for this jtem Simultaneously were Mls_ 
Ahmedabad Mfg. & Calico Ptg. Co. and M!s. Delhi Cloth Mills. 
These letters of intent were subject to the special condition that 
there would be no foreign technical collaboration for this scheme 
and that the party would utilise the technical know-how already 
developed within the country. This condition was placed in the' 
context of the claim made by MIs. J. K. Synthetics and Mis. Nirlon 
Synthetic ,Fibres and Chemicals that they had develop~d satisfac-
tory domestic technology. 

After rece:pt of the letters of intent, the three parties represented 
against the condition regarding use of domestic technology on the 
ground that this was still not available. The claim was examined 
in the Government and in August 1967, it was decided that the 
claim of proven indigenous technology was premature. 

A t that time the demand for Nylon Tyre Cord was reviewed in 
the context of certain representations received from Rayon Tyre 
Cord manufacturers who claimed that more than sufficient capacity 
for rayon tyre cord had been installed and if'nY,~on -tyre cord was-
approved for m.anufacture, the, capacity for raY61'1 tyre. cord became 
infI:uctuous. The matter was studied by tlie Go~. and. the Ministry 
was advised to hold up further action on 'the cases of nylon' tyre 
cord which were under implementation. The entire position was 
reviewed .and in June, igsg, it was decided that additional capacitY 
to the e'ttent of 4,000 tonries/year coulij' be cons.idered. In the 
iight of this, th~ Licensing Committee at its meeting held on 23-6-'69' 
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decided that Na~ional Rayon Corporation and Delhi Cloth· and: 
General Mills be cleared for altered capacities and that the condi-
tion regarding the compulsory use of domestic technology be dele-
ted. The capacity, which was decided upon for Mis. National Rayon 
Corporation, was 2200 tonnes/annum. Pursuant to this, an amended 
letter of intent, was issued to the party for the revised capacity on 
18-7-69. This had a validity period of six months from the date ot 
issue. On 30-1-1970, the party submitted to Government its terms 
of foreign collaboration. These were considered by the Foreign 
Investment Board at its meeting held on 7-5-1970, where, in 
principle, the terms of foreign collaboration were agreed to but the" 
party was directed to associa!e an Indian consultancy firm as prime 
consultants, and thereby bringing down the foreign exchange 
expenditure. Thereafter, the party renegotiated with their colla-
borators thereby bringing down the incidence of foreign exchange 
outgo for foreign consultancy services. The revised terms were 
considered and approved by the Foreign Investment Board at its 
meeting on 9-12-70. The party then submitted their capital goods 
application in terms of the technology cleared. This was considered" 
by the C.G. Committee at its meeting on 3-5-71 and the bulk of it 
was cleared. At this time, the M.R.T.P. Regulations had come into 
force and the question of conversion of the letter of intent intO' 
industrial licence had to be necessarily examined in the light of the 
provisions of this Act. After careful consideration of the matter, the· 
letter of intent was converted into an industrial licence on 22-7-72. 

From the above history of the case, it will be .seen that one' 
major reason for the long gestation period of this project has been 
the period approximately 31 months which was spent on deciding 
the claim of indigenous technology as well as the representations 
of the rayon tyre cord manufacturers. Considering the foreign 
exchange situaion in the country, G'overnment could not afford to 
overlook the claim for indigenous technology. However, since rayon 
tyre cord capacity had been implemented at a great cost, when 
doubts were expressed as to the need for setting up of nylon tyre 
cord capacity Governmeht had to assure itself that these do:ubts 
were unfounded and there was as essential demand for nylon tyre 
cord within th~ country. .. .. " 

The second l~rge part .6fthe gestation pet-fo? . was that'· of 
approxin'lately. f7 monthsw\lich was fakeh'in flnalising foreign 
conaboration proposals .. In tliecontext·of t building up' local ex-
pettise, it was considered essential by Government to ensurE! that 
the technical know-h6w obtained trom the foreign con a boratbl" 
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.I?e~am.e available tQ Indian consultancy house for futJ,U'e use and 
t.be .all?-elldment of the contrjict to associate an Indian consultancy 
:cpQ:l.paQ,y to()~ CQn~iderabJe time. 

The tl),j,;rd large contribution to the long gestation period in this 
qlSe was thllt of app;ro~imately 1~ months which was required for 
.c)eariJ).g the project from the MRTP angle. A particularly long 
~riod was taken in this case b~lil~se it belonged to the inbetween 
p.eriod i.e., where the letter of iptent was issued prior to the com-
ing into force of the MRTP law and where the licence was to be 
issued after the coming into force of this ~\V. Tbough this period 
~ lJP.doubt.e4Iy very long, it is to be mentioned tbat when any 
.major provj,$~on of law comes into force, the cases which are caught 
iJl the tr.~nsition.al periotl inevitably take long." 

2.18. Asked to st.ate whether any tbne )imits have been laid down 
iqr th, procesllii~ aI)d disposal of applications for approval of 
foreign collaboration and for import of capital goods and if so, 
whether the.se were being observed in LJctual practice, the repre-
~ntatllJe of the ;M~i$t~ of Petroleum and Chemicals during 
evidence stated; 

"The wpi$try .of Irull.lstrilJ.l Development has laid down that 
.all fore~ collaboration propotillis should be examined 
and, if ~eceS$ary, placed before the Foreign Investment 
Board within a period of six weeks, and further the final 
decisioJl should. be .cPllveyed to the party within a period 
of two mP1\th,. Wf! Il:'ust confefi~ th$t in the petro-
chemical field w~ have fOlUld it dift)<;ult to adhere to this 
time lim1t In spite of OlJf be$t efforts. The for~iSn col-
laboraUoB proposal.$ can be e:um.ned $p~di1y if similar 
proposals hFlve been canl!lidered in the past. In those 
~a~s, tlut delJY Js :QOm1~~l. Bl!t when a completely new 
proposal com. we do 1lnd it time-consuming to go into 
all aspect. 1n co~1.Jlt~Uon with the experts. I must con-
f~s that W~ have not been able to adhere to the time limit." 

2.19. It is admitted by the representative .of dJe l'liaistl1 of Petro-
1eum and Chemicals durin I evidence before the Committee that it 
11 t~ a 1QNfIif time to ,~ .Md ttnoJ:l,. QP .. ve the pro~ls 
toJ ~~.b9ro.~ fNJJJ ~ .,~ wbo have 'bftm .,/ined 
Wt., of~ ••• , .~t~ ,lIP 1~~"~a1 waiu. This i. Sq. to 
~ J"'M~ ~ .. dI4' poptJtbo$ ~:petro-eb"",J in'","" iovolvefl 
apwt af IOph1sU~'ted ~hao1qy Qd oquipm~ .. t aQd e.m.iJa, up of 
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f8l.'eip: aedlts ...... a ..... tt.e. '!be e.,..tu .. feel $at the rea-
SQM aiv_ -~ BOt su .... b navtae .... t ......... advanced: 
for import Gil mll_l_ .......... .qui,...t In an, Beld. Be-
sid .. the Oe-w*.ea loci &am the ctetai .. III ... two iDordinately 
delay. cues ........ by Govemmaat tIaat u...,...ioultle delays 
have taken ,1..- aat .r the ...... staW ahave Iud oa ac:count of 
the "cilin paIicJ ~ i....-t of tec ...... oo, ... equipment 
ad IM~ of foreaight for which ~""ty lies ... uuely with the 
MiDist., ef .,.~ ad Chemleals. 

~.zo. The CoauItitiee would Uke the Ministr,. af PIItt_eum ond 
Ch-ucals to eleuly eDUDeiate its pe&y aIMIlay dowa lllitable guide-
lines fo.. the Wermaticm at the pneNl public III regaN to import 
of t~""Qlegy ad .... uipment ia the petlo-cheateal leW 80 tha't deci-
siems i. 1'eIJ8~ to f."..... een ....... tioa cases could he taken without 
~1Ie _lay. ftey al .. feet that it weuW ,f) a I .... way in cutting 
out delays if at the time 01 iDvitiftJ propop" fer seMie, 1Ill an indus-
try, a firm indication is given, after consultation with the Ministry 
of Finance, of two or three sources from which credit comd he made 
avalbtWe for tJte P.l~~ry so t~t Ute entrep",n~urs have a dlQ.t;e in 
nearotiatwr for lU~t compet!tive offers IUld Government al~ have 
a choic:e itt B~~4'!Ptj~g it and it .ho~ld. be the responsibility of Govern-
IUe~d to s~ tbat tJu, Cf~t:lits originaUy indic .. ted are avaU_bI" to the 
liceQs,e at tbe __ pp~opriate t~~ 

Import of Technology 

Z.~1. A non-QfIici~l paq, in the course of evidence before the 
Committee, stated: 

"The baaic pro<:ess research for new paths should be bought. 
Tne o..rdinary know~h:ow, we hav.e already got in the 
c;&untry but we must pool jt quiclPy so that we C\O not have 
to pay QV,r ~d over again for the same know-how. t' 

2.22. The point was raised during evidence that in view of the 
wide gap between the me>dem technology of the bighas' arade tn the 
field of petl'f)-ehemtca18 available· m the World and OUI ~b. and 
deve10prnertt capabntty, would it .ot be advtaabie M buy the iech-
nology from abPOed anti duplicate it within the eoWltry nUlef th~ 
try to dev~lop it iftdtgel'l&usly. The representative oftbe PIan~g 
e>mmissionstateti: 

"The truth is someWhere in between ia tile 8BD8It tbat .c&r~ 
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type' of technology which -has been developed ; ,or can be:' 
developed hi India very quickly may be very competitive. 
When it comes todevelopirig technology each country 
faces a particular sort of ~ituatiCln. ,1 appreciate that there' 
are certain areas of tecimol6gy where the efforts that 
would be reqWred -to develop the technology is bound to' 
take time and prove to be very expensive. Therefore, in 
such cases, we buy them from abroad. But we synchro-
nise them with our research. When we buy overseas tech-
nology, since there may be some problems in the operation 
of the plant for the first two or three years, we set up a 
research and development body which will assist a great 
deal in remoVing the type of difficulties which may arise 
in the first two or three years, When we have a perspec-
tive look at the petro--chemical industry, many of the lines 
are going to increase manifold. So, we have to develop 
the pace of research very quickly." 

Research and T1'aining 

2.23. The representative of the Ministry of Petroleum and Chemi-
cals stated during evidence that Government was paying 'considerable 
attention' to development and resea'rch facil'ities and training in petro-
chemicals though, according to him, _ "one cannot be fully satisfied, 
with what is being done." Asked whether it was an integrated pro-
gramme or the efforts of different establishments were overlapping 
and consequently to some extent wasteful, he stated: 

"One cannot say that research and development will be wholly 
integrated. There may be some overlapping. and there is 
no harm in it, but by and large, they confine themselves to 
their own areas, . ' , , ,If I have a research and development 
centre in the Indian Oil Company and there is an Indian 
Petroleum Institute which is a laboratory of the C.S.I.R., 
there may be a degree of overlapping, but we are ensuring 
that there is a complete coordination between the two." 

2.24. WhUe the Committee do Dot underestimate the importance 
and immense piOSSibilities of indigenous research and ,development in 
the field of petro-claemicals to catch up with modem technololic:al 
developmeDts elsewhere, they would like Goveralllent to samine 
objectively whether it would not be far more economic if the basic 
80phisticated 'tecbnnology and equipment is bought from aWoad.o. 
a one-time basis and then duplicated, improved upon and adapted 
to our requil"emeDts through indigenous researeh eflort. 



.JmoprtLieenpe for SpMepa.rts . 

2.25. It was suggested byanon-ofticialdQringevidence before the 
-Committee that import licence for spare parts should cover a period 
.of 3 years instead of one year ot less as at present, so that produc-
Itlon was not hampered. In this eonnectionGovernment have stated: 

"The provision for spare parts is governed by eertain important 
factors like the folJowing: 

(a) the need to ensure that the growing indigenous capacity 
for production of various types of spares etc. does not 
suffer a set-back by allowing unnecessary large imports; 

(b) the desirability for bringing about more and more indi-
genisation in this field; and 

(c) the limitations of foreign exchange resources. 

It may be stated in this connection that in cases of emergency 
where production is affected adversely, the requests for 
import of necessary spares, components, etc. are very ex-
peditiously processed. For example, a few years back, 
there was an explosion in the factory of Mis. Synthetics 
and Chemicals resulting in stoppage of production. Their 
request for import licence was granted within a few days." 

2.26. During evidence, it was pointed out to the representative of 
the Ministry of Petroleum and Chemicals that no industry would 
like to block money by importing and keeping in stock spare parts 
which were not essential. In the case of spare parts which were:. 
not indigenously available, and for which licence was issued, it would 

,ordinarily take six months to one year to import as foreign exchange 
had to be found and enquiries had to be made as where those were 
available at competitive rates. Besides not every industry was in 
a position to import its spare parts requirements by air and it took 
a long time to get it by ship. The period covered in the licence for 
import of spare parts under the existing procedure namely one year 
'or less is, therefore, very short and shctuld be increased. The repre-
,sentative of the Ministry of Petroleum and Chemicals thereupon as-
,sured the ,Committee that the Government was prepared to apply 
their mind to this proposition. 

2.Z7. The Committee recommend thait, in the interest of uninter-
rupted production, Govemment should eOllSider the feulbUity of 
-import Heenees beine _liM for the requlre .... nt. of spare parts 01 
:Industrial Units for a period beyoDd one year at a time. 



C.implementation aDd Utili .... ;of .... G , .. Its. 

~t'4!1 itt ~vp ~ Uc~ OiptwitieS 

~. Aft induetdel Ueence is iseHed -b!ect to UIe mndlUOn ·tJMtt 
"mecti.ve -6." .., eet \1p the ~ tapicity shall be tak_ by the 
party within 6 months and the capacity shall be established within 
ri perlbd (Jf 1~ Olal¥tM, 1!rotn the ~ -of iRU'e of Jieehee.iJ'he state-
ment of licences for petro-chemiOail·~tlUet~ i8ltled and 'under imple-
mentation as OD 1st July, 1972 turn.i&hed by .the Ministry of Petroleum 
and chemicals in July, 1972 (Appendix In) however, shows that out 
of a total of 23 industrial licenc85 iss¥ee to the S~te Public Sector r 
Joint Sector/Private Sectot which were under implementation as on 
1st JulY1 19n, as Many a9 12 I~ 'remeib unimpleM\?nted for more 
than 3 years-some for as 10l\~ as nrore than 10 ~i'5. These cases: 
are detailed below; 

~ fa ow .. y t "' t ., ... ""if. " 

1. Gujlu'at Polyamides Nylon Filament Yam 

2. Attbur I_port & Export, Bombay Do. 

3. PIII6t.ic Realhl and ChemiCal., Tutieo-
rin P. V. C. 

4· Hindustan Polymers Ltd. Styrene 

5· Durgapur Chemicals Phenol 

6. -00- PhtMlic Anhydride 

7· J. K. Synthetics AeryUc Fibre 

8. Herdillia Chemicals Phenol 

9· Stretch Fibres, Bombay Nylon Filament YIIJ'Jl 

10. AlnDedatMd Mf,. &, -Calico Prin· 
ting, Bombay P. V. C. 

11. Shree Synthetica, Ujf&in 

12. Subrid Geigy 

Nylon Filiment Y-.:n 

Phthalic Aobydtide 
_._--------------"'------

Date of Issue 
of Licence 

16-2-1960 

19-2-1960 

21-6-1961 

15-2-1961 

5-5-1961 

5-5-196 1' 

9-3-1964 

22-3-1965 

16-5-1966 

9-6-1967 

1-8--1968 

S-tJ-J969 

2.29. Govertunent was asked to state the reasons for delay in im-
plementation when, normally licences were required to be imple. 
mented withi.R 12.~tbB. ['-hey wet'e.l&a aaluKi~ s~ 8510 why' 
no actiOb. was~en .to ,.tlcel ,tila l~ 01. parties who had taken 

.an .aooRllally-loq ... ~ ,Mt.up the ~llMd ~ciij.es. In a writ-
ten note furnie8.ed to the CoamlJ"". G<tV.mment have admitted th,t 
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in the past', the ~lIlplem.entation of licences iasUe4 tor petro-chemical 
indU4trleSo bad been somewhat tardy. The roam. diMcu~ encoun-
tered'i.al the impI'einentation of these Ueences are, Ilowever, explained' 
as under:-

(1)' Jitribt to 1964 letters of Mtent were not isSued aM the issue 
of iMustritH liCer1ee!' was on 4' vety pl'e'Hmiftalj' stage with-
oct tymg up mretgtt ae'hange' requltemehts, foreign coll:l-
borati'oil' and tm'port of ea'Pftal goods. Thus, it was only 
after t~ en~n1!ur had tl\e lteenee in Ttand that he 
devoted his attetrtiOft to the Il'raift' proJ)lems M setting up 
an indUstty. several licen~es ran irtto diftleul'ties in ar-
ranging for foreign e~ehal'l'ge to eover iltllpoH of capital 
good~ and for meeting con~bOration pay1il\entB. 

(U) Tin very recently, not very many foreign country-to-coun-
try credits were available for use by industries. As a re-
sult projectS had to be pllt'eed on the waiting list till fresh 
credit was negotiated; Certain other parties were also· 
advised to approach private foreign banks for their re-
quirements of foreign exchange. 

(iii) Petro-chemical intiuetriee were being set' up for more or 
less the first time in the country. Not adequate expertise 
of such industries was available. Foreign collaboration 
took considerable time to arrange in the Ind'.Ii situation. 

(fv) The Petro-chemital industries are capital iIiterislve. Licen-
sees have to raise very large amounts by way of rupee 
finance, which took them time. 

2.30. In respect of three of the licences which have been pending 
for over 10 years, the reasons for delay are given as under: 

MlS. Gujar'4t Polyuttlidu Ltd.-MIs. Prabhulal Bhikhabhai 
Ltd'. "(La1ier CO'Dverted to Gujarat Polyamides Ltd.) 
were issued 8n industrial licence on 16th February, 
1960 for manufacture of 15 tonneslday caprolactum 
ai1d 5- tonneslday of nylbn yarn. ~tften February, 
1'960 tnrl May, It63 the party submitted; three separate 
proposals tor pUfcffa'se of plant and nUiehinery from diffe-
rent sources. But the in'ionnation prOvided was inade-
quafe. These cou1d not be accepted by Government for" 
various reasons suct\ as want of suftfeient information,. 
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n~l)-availability ~f, ~he, foreign ex;chan~e requi~eq, etc. In 
. vie;w m the Inadequate 'pro~ess made by the 'partY. in 
these years~ in May, 1963 the party was issued' a show 
cause notice asking them to exp~ain why their Ucence' 
should not be revoked. In their representation the party 
said that they were trying to negotiate a. fresh arrange-
ment for their project. The Director of Industries of Guja-
rat State also recommended that the party be given extra 
time. In view of these factors, action to revoke the licence 
was not proceeded with. The party then negotiated a col-
laboration with Mis. Italviscosa Eastern Trading Co. for 
Nylon Yarn. This was approved in principle by Govern-
ment in October, 1964. In March, 1965, the capital goods 
clearance for the nylon part of the project was issued. In. 
August, 1965 the party asked for permission to issue capi-
tal and this was agreed to by Government in December, 
1965. At this stage, the company could not get the finan-
cial institutions to underwrite the shares. Further in July, 
1966. because of de,valuation, the foreign exchange cost 
charged. It was only in June, 1968 that necessary clear-
ances were obtained from the financial institutions. Fur-
ther, at that stage there was difficulty in ear-marking the 
necessary foreign exchange and th~ company also spent 
considerable time in re-advertising their list of goods for 
which the earlier clearance had expired, It was only in 
June, 1970 when the IFC-German line of Credit-became 
convertable that the necessary foreign exchange for the 
project could be ear-marked. In general it may be men-
tioned that at the time this unit was licensed under the 
then existing Govemment policy, synthetic fibres were. 
given very low priority in matters of allocation of foreign 
8¥change and in obtaining financial resources from the 
fWancial institutions. 

Now the project is at an advanced stage of implementation. 
Collaboration agreement has been ente~d into and most 
of the machinery has been ordered. The project is expect-
ed to be completed by the end of 1973. 

'·From the above account it will be seen that Government has 
been keeping a close watch on this project. In the past 
when country to country credits were not available to the 
extent they are now, the tying up of foreign exchange did 
require considerable time. It will be not~ced that when 
it" was found that in the initial three years the party had 
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not made significant prog~ess, a show cause notice was 
issued for revocation of the licence. Since the party was 
at an advanced stage of negotiation of a new scheme for 
purchase of equipment, the revocation was not insisted 
upon. Even after the (,'Ol1aboration with Mis. Zimmer 

. (Caprolactam) and Mis. Italviscosa Eastern Trading Co. 
~Nyloll Yarn) was approved in principle it took almost 5i 
years for the foreign exchange and the rupee finance to 
be firmed up. This was largely on account of the ·fact that 
the required foreign exchange. was not available. In short, 
though the project has had a long gestation period, the 
promoters have never. shown any lack of initiative in pur-
suing the project. It was in these circumstances that Gov-
ernment did not find it fit to revoke the licence. 

'Mis. Arthur Import Export Co.: An industrial licence was 
issued to the party on 19th February, 1960 for manufac-
ture of 600 tonnes of nylon yarn and 300 tonnes of nylon 
stable fibre. This licence had a validity period of 12 months 
during which foreign collaboration and import of capital 
goods had to be settled. During the period 1960-64, the 
party made four different proposals for import of machin-
ery from various sources. This could not be agreed to by 
Government for dHfer'ent reasons. Thereafter in July, 
1964. the party made a proposal for import of the machin-
ery from G.D.R. on 8 years deferred payment terms. This 
was approved by Government in principle, but finally the 
rate of interest which was stipUlated in the contract, could 
not be brought in line with Government's accepted norms, 
and so this proposal also fell through. Thereafter, in 
March, 1966, a Show Cause Notice was issued to the party 
for revocation of their licence. In their re.presentation 
against the Show Cause Notice, the party mentioned that 
the proposed contract with G.D.R. had fallen through for 
no fault of theirs, and that now they have negotiated im-
port from Italy and this should be considered by Govern-
ment. This was agreed to by Government, but by the time 
the party was ready to utilise the foreign exchange which 
would be required, Italian suppliers' credit had been ex-
bausted. At about the same time in September, 1968, Gov-
ernment action on this case was held up because the con-' 
duct of the company was under investigation in connection 
with the alleged corutravention of the Import and Export 



(Control) Regulations. This investigation continued bet-
ween September, 1968 and January, 1970. On lifting of the 
bar on this party, they were given further time by Gov-
ernment in which to submit their negotiated proposals. 
The party did submit capital goods and collaboration pro-
posals in November and December, 1970 but these were 
not in conformity with the capacity mentioned in the-
licence. In July, 1971, the progress made by the party 
was reviewed by Government and was found to be totally 
unsatisfactory. None of the eft'ective steps, as defined 
under the Registration and Licensing of Industrial Under-
takings Rules, 1952, had been fulfilled. Even the most 
recent set of proposals submitted by the party were no-
where near acceptable. In view of this, the Ministry took 
on hand proceedings for revocation of the licence. The 
licence was formally revoked on 25th September, 1972. 

From the above account it will be seen that in the period 
1960-64, the party did make proposals regarding C.G. 
collaboration but these could not be accepted by Govern-
ment. In 1966, the Government had taken note of the fact 
that the party had made insufficient progress and issued a 
Show Cause Notice fOor revocation of the licence. Since 
the failure to firm up the various aspects of the project 
had not entirely been on account of lack of initiative by 
the party. Government did consider their proposals to im-
port the capital goods from Italy. Thereafter again from 
September, 1968 to January, 1970, no action could be taken 
on this case as the company was under investigation. 
Since the company later came to be cleared, in all fairness 
they had to be given a further chance to try to firm up 
fresh proposals. However, the proposals submitted in Nov-
ember-December, 1970 were totally out of line with the 
scope of the project which had been licensed by the Licens-
ing Committee and at this stage Government decided to 
review whether the licence was required to be revoked 
on account of unsatisfactory progress. 

M1s. Hindustan Polymers: An industria.} licence was issued 
to M/s. Hindustan Polymers on 15th Fe.bruary, 1961 for 
manufacture of Styrene/Polystyrene. The party negotiat-
ed for technical collaboration etc. and in April and May .. 
1964 they signed agreement with foreign parties for styrene 
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and polystyrene respectively. In December, 1963 the party 
had entered into a /contract with foreign suppliers of 
equipment. However, this contract was to become effec-
tive o.nly when down-payment was made. The actual tying 
up of foreign exchange took a very long time as the party 
had to. negotiate fo.r procurement of foreign exchange with 
a consortium of foreigIll parties and financial institutions. 
Only in May, 1966. the down-payment was made to the 
foreign equipment suppli"er and the equipment co.ntract 
became effective. 

The Polystyrene part o.f the project was commissio.ned in early 
1969. The styrene part got further set back because of in-
tervening devaluation of the rupee, which increased the 
project cost and the party was no.t able to raise the requi-
site finance. It was only in March, 1971 that the financial 
institutions released a part o.f the additional funds requir-
€'d for implementing the remaining styrene part of the pro-
~ect. The styrene part has now been completed and will 
go in,to operation shortly when alcohol from the new sugar 
crop becomes available." 

2.31. In reply to a question during evidence as to how the Minis-
try watched and ensured that the licensed capacities were actually 
installed within the minimum time, the representative of the Min-
istry of Petroleum and Chemicals stated that the watch was kept by 
means of production returns received from the licenJiees under 
Rule 19 of the Registration and Licensing of Industrial Undert:l.kings 
Rules, 1952. Besides he said: 

"The number of units licensed for petrochemical items are 
still not very large. Therefore, the Government is in a 
position to keep track of the developments very closely. In 
a case, in their negotiations for foreign collaboration, 
the Government is always kept in touch because these 
proposals have finally to be approved by the Government. 
Therefore, the initiative taken by the parties as well as 
the progress made are well-known to Government." 

2.32. It was pointed out to the witness that his Ministry should 
not merely watch the progress of implementation of the licences but 
also render active assistance to the licensees in implementing the 
licences and try to remove the difficulties coming in their way. The 
witness assured that he would get this point examined. 
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2.33. The Committee are distressed to note that ft large 
number of industrial .licences issued for setting up indus-
trial capacities in the petrochemical field have remained un-
implemented for a number of years. The reason advanced by the 
Ministry of Petroleum and Chemicals for non-implementation in most 
cases is again the delay in firming up foreign credits for the licen~ed 
projects. The Committee have separately commented upon the pro-
cedure for allocation of foreign exchange for the peitrochemical pro-
jects and made certain recommendations. At this stage, the Com-
mittee 'Would only stress that the Ministry of Petroleum and Chemi-
cals being the Ministry responsible for the development of the petro-
chemical industry, should see that the industrial capacities licensed 
are speedily implemented and commercial production commences at 
the earliest possible time. 

Under-utilisation of Installed Capacity. 

2.34. It is observed from the data in respect of the petrochemical 
projects in production for the years 1959, 1970 and 1971 furnished by 
the Government to the Committee (Appendix IV) that in a large 
number of cases the installed capacities for manufacture of petro-
chemicals remain under-utilised. Some of the cases where very 
low utilisation of capacity during 1971 has been noticed are men-
tioned below: 

(In Tonnes) 

In~talled Production 
Capacity in 1971 

I "dicJ11 Oil Corporalloll 

Toluene 14001) 3 1(,7 

F. C. I. Trombay 

Methanol 33000 23310 

Dur/:Q/,ur Chemical, 

Phenol 6600 503 

Phthalic Anhydride 3300 790 

NOCIL 

Ethylene 60000 46768 

Ethylene Oxide 12000 5JI2 

Ethylene Glycol . .'~ 10000 3807 

Polythylene Glycol. 1000 548 
-------------- .-
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(In Tonnes) 

hdian Oil Installed PrOdt'"Cli<D 
Corporation Capaci y in J971 

E thy\ene Dichloride 

Acetone 

M. I. Ketone 

Butanol 

U nioll Carbide 

Butyl alcohol 

Hardillia Chem 

Diacetone alcohol 

Phthalic Anhydride 

Suhrid GeiRY 

Phthalic Anhydride 

Hindustan Polymers 

Polystyrene 

Chemicals and P/astic.1 Ltd., 

v. C. 

J. K. Synthetics 

Nylon Tyre cord/Ind. Yarn 

Nylon Staple Fibre 

Acrylic fibre 

NiT/on Synthetics ~ 

Nylon Tyre cord/Ind. Yarn 

50000 38002 

lJooo 6420 

3700 1270 

8000 3345 

2950 1I73 

2000 lI73 

6000 3490 

3000 1713 

7500 1603 

15500 7589 

360 39 
1800 20 

540 73 

1320 498 
.-------_.- .. _-.. _-_._- -"--

2.35. A statement showing the extent of utilisation of installed 
capacities during the years 1969, 197(} and 1971 in cases where it has 
been 75 per cent or less and the reasons therefor given by Govern-
ment is at Appendix V. The reasons indicated are, in most cases, 
low demand because of delay in the commissioning of end product 
manufacturing capacity or large imports against import entitlements 
for export performance. Plant defects and operational problems is 
one of the reasons for low production, specially in the Methanol 
plant of F.C'!. and the Phthalic Anhyride plants of Durgapur 
Chemicals, Herdillia Chemicals and Suhrid Geigy. In the case of 
Durgapur Chemicals as a whole, additional reasons for low produc-
tion are labour troubles, plant shut downs due to power failures. 
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bad plant maintenance, heavy corrosion of equipment due to inter-
mittent operations and Durgapur "Bands". 

2.36. In a written note the Ministry of Petroleum and Chemicals 
have in this connection further stated: 

"Petrochemical plants are usually planned and implemented 
on the basis of demand projections over 5-6 years. Such 
plants are unusually capital intensive and financial calcu-
lations show that it is profitable to plan on this basiS 
even though. capacity utilisation may be lower in the 
initial years. In some cases, the production of a particular 
petrochemical item is necessarily accompanied by the 
production of certain co-products, the quantum of which is 
determined by the process which has been found suita-ble 
on overall consideration. It is quite likely that the de-
mand for some such co-products may not commensurate 
with their production-a position which can be unavoid-
able. This factor also may result in under-utilisation of 
the capacity as far as these co-products are concerned." 

2.37. Answering the question as to what action is taken, or pro-
posed to be taken, to see that at least the capacities already installed 
are fully utilised, it is stated: 

"Suitable action with reference to the difficulties of each case 
is taken to assist the unit to achieve its installed capacity. 
Broadly speaking, the action covers (i) the regulation of 
imports of items manufactured indigenously and (ii) 
assisting the units to remove technological bottlenecks 
and deficiencies in operation by allowing additional con-
sultancy services and/or additional equipments and (iii) 
assisting such units to find export outlets. 

In this connection, it is mentioned that for public sector pro-
jects, there is a regular procedure of progress review 
meetings which are usually held every quarter in the 
Administrative Ministry at Secretary jJt. Secretary's level. 
At these meetings whiCh are attended by the representa-
tives of Ministry of Finance, DGTD and other concerned 
organisations, the working results of the projects are 
thoroughly discussed and ways and means of removing 
bottlenecks! difficulties in the way of achieving optimum 
results are devised." 



2.38. During ~vidence, the representative of the Ministry of 
Petroleum & Chemicals stated that there was demand for polye-
thylene and P.V.C. while the capacity of NOCIL Plant' was not being 
utilised in full because of plant design problems, particularly the 
i.urnace. The suppliers had paid compensation for the defective 
design out of which import of a new furnace had been approved. 
The Hindustan Polymer unit was also having lots of difficulties. 
particularly financial problems. The management of the plant had 
recently changed. 

2.39. The Committee are cO'nstrained to O'bserve that in a large 
number of cases the installed industrial capacities remain under-
utilised. In many cases the reason advalU!ed is tbat there is 110 
market for the product as t.he installed capacity is more than the 
demand therefor and that higher capacity has been licensed keepin~ 
in view the demand projections for the future. In such cases and 
where there is export pO'tential, GO'verwnent should direct the 
parties to' utilise the installed capacity to the optimum level and 
arrange for eXpO'rt of the quantity nDt required at home and earn 
foreign exchange until the dO'mestic demand picks up, rather than 
restrict production at the demand level. 

2.40. The Committee regret tbat in spite of considerable time being 
taken in scrutinising foreign collaboration proposals and selection of 
technologies, processes, plants and machinery for petrochemical 
units, many plants have turned out to be defective and are experienc-
ing operational problems, e.g. Hardillia Chemicals, Suhrid Geigy, 
NOCIL, Durgapur Chemical and F.C.I. s Methanol Plant at Trombay. 
The Committee recommend that the Ministry of Petroleum & 
Chemicals ~hould, in con .. ultation with DGTD. analyse and identify 
the problems in respect of each such plant and take remedial action 
on an urgent basis so that the licensed capacities ,are fulJy utilised 
and there is no shortage. 

2.41. Another reason given for the low production of some of the 
items is the delay in the commissioning of the down stream units. 
Thus, the production of Benzene by the I.O.C.'s Udex plant was low 
because of the delay in the commi!;sioning of tbe G.S.F.C's Capro-
laciam Plant. which was to utilise the Benzene })eing produced at 
that plant. Similarly, the production in 1971 of Ethylene Glycol at 
the NOCIL PJant was only 38 per cent of the installed capadty as 
polyester consumer units did not come lip in time. Such a situation. 
the Committee feel, could not have arisen had adequate care been 
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taken to develop the petrochemical industries in an integrated :maD-
nero The Committee hope that Government would see that there 
is complete coordination and synchronisation in setting up the mQtber 
and down stream units so that the production capacities of the 
mather units do not have to remain idle unnecessarily. 

2.42. The Committee find it very distressing that on account of 
heavy imports being allowed against import entitlements for export 
performance under the Import Trade Control, the market for certaia 
indigenous products e.g. Phthalic Anhydride and Phenol was shrunk. 
and consequently certain producers had to limit their production. 
The Committee regret that due to failure on the part of the Gov-
ernment to foresee the consequenceS of this action, not only the-
industrial capacity existing in the country remained under-utilised. 
but foreign exchange was unnecessarily spent on imports to meet the· 
domestic requirements. The Committee desire that the Ministry 
of Petroleum and Chemicals, being the Ministry responsible for 
production of petrochemicals should keep a strict watch on the 
operation of the Import Trade Control and ensure that the importa 
of petrochemi ~:lls are allowed only when the indigenous productioa. 
is unable to cater to the demand in the country. 



CHAPTER III 

PRODUCTION PROGRAMMES IN CENTRALISTATE PUBLIC 
AND JOI.NT SECTOR 

A. F.C.I.'s Methanol Unit at Trombay 

3.1. The Fertiliser Corporation of India-a Government of India 
undertaking-were licenced a capacity of 30,000 tonnes per annum of 
Methanol at their Trombay Plant. The capacity was installed and 
the unit was commissioned in October, 1966. The production of this 
unit during 1969, 1970 and 1971 was 12227 tonnes, 21280 tonnes and 
23310 tonnes respectively as against the rated capacity of 30,000 
tonnes. In March 197IT, the F.C'!. was licensed an expansion of this 
unit by 7,500 tonnes per annum. It is stated that the expansion pro-
ject is under implementation and is likely to be operational by the 
end of 1973. During evidence the representatives of the Ministry 
of Petroleum & Chemicals was asked as to why the unit had not been 
able to attain the rated capacity even after five years of its working. 
He stated that the Methanol Unit was a turn-key job entrusted to a 
foreign contractor. The Plant delivered to the F.C.I. had a defective 
catalyst for which the contractor was responsible and liable to pay 
compensation. The matter was under arbitration before the Inter-
national Chamber of Commerce and the proceedings were going on. 
He added that to avoid such a situation as far as possible in future 
"We have been taking the precaution of sending our experts ... to visit 
the plants put up by the licensers abroad to see if they are working 
properly." 

3.2. The witness was further asked to state as to why was this 
plant licensed in March 1970 to expand its capacity by 7,500 tonnes 
per annum when the defects in the plant were persisting and it was 
not able to achieve its ra\ed capacity. He answered that the expan-
sion was allowed as "a long term solution" because the Synthesis 
Section and the Distillation Section had a capacity of 125 tonnes a 
day whereas the Gassification Section had a capacity of only 60 ton-
nes per day. It was, therefore, considered advisable to provide a 
higher capacity for fuller utilisation and the licensed capacity was 
increased from 100 tonnes per day to 125-tonnes per day. As regards 
the catalyst problem, he said, it had been remedied to a considerable-

51 
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.extent; a new catalyst had been provided and that had improved the 
capacity of the Gassification Plant. In a written reply to another 
question relating to this plant, it has been stated that the problems 
have been resolved and fresh reformers having a capacity of 37,500 
tonneslannum "are being erected." 

3.3. According to the facts stated in the 48th Report of the Esti-
mates Committee (1967-68), the contract for the erection of the 
Methanol Plant on a turnkeylbasis was awarded to MIS Girdler Cor-
poration of U.S.A. on 1-9-1964. The Plant went into production 
from October, 1966. The commissioning of the plant was delayed, 
inter alia, on account of the catalyst failures. Subsequently, the 
Fertilizer Corporation of India entered intu :! contract with MIS 
Cata.lyst and Chemicals Incorporated for the supply of their latest 
calatyst which was then stated to be "under trial runs.". It was also 
stated in the report that the Plant was then working at 45 tonnes per 
day capacity against the installed capadty of 100 tonnes per day. The 
65 Report of the Estimates Committee (1968-69) reproduced the fol-
lowing reply of the Government receivea. by the Committee in Sep-
tember, 1969: 

"As the contractor has failed to fulfil the contractual obliga-
tions in regard to performance of guarantee test etc. and 
the plant is not working to the rated capacity, action is 
already in hand to refer all the disputes in respect of ful-
filment of the obligations by the Contractor to arbitration 
according to the rules of International Chamber of Com-
merce. Suitable action is also being taken to stabilise the 
production in the Methanol Plant. With the adoption of 
another Reformer Catalyst the plant has so far reached 

about 60 per cent of its rated capacity (viz. 60. tonnes a 
day). The Fertilizer Corporation of India are working out 
a scheme for making additions and alterations for raising 
the capacity further." 

3.4. The Committee find that the default of the contractors MIS 
Girdler Corporation of U.S.A. in regard to agreement for the setting-
up of the Fertilizer Corporation of India's Methanol Plant at Trom-
bay and the delay in preferring the claim against the firm was al-
ready dealt with by the Committee on Public Undertakings (1968-69) 
in para!; 2.49 to 2.60 of their Twenty Sixth Report (4th Lok Sabha) 
and they had made certain recommendations in that regard. The 
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Committee would, however, take this opportunity iQ stress the im-
portance of speedy conclusion of the proceedings before the Inter-
national Chamber of Commerce before which the arbitration case 
has been pending for a long time. 

3.5. Now that Government have permitted the plant to expand 
its capacity, the Committee stress that increased production as per 
expansion programme should be brought about in least possible time. 
Above all, care should be taken that production does not come to be 
vitiated by shortcomings which had depressed production of the 
original unit. 

B. Fertiliser Corporation of India s Methanol Plant at Haldia . 

3.0. The Haldia Project of the Fertilizer Corporation of India, in-
cluding the Methanol Plant, was approved by Government on 10-11-
1971 at a total cost of Rs. 8802.65 lakhs, including the foreign exchange 
component of Rs. 2903.70 lakhs. The project is based on fuel oil as 
feed stock and the plant capacities are as follows:-

-----_. 
Product Te/day Te/year 

Ammonia 600 1,98.000 

Nitro Phosphate 1,264 3,79,000 

Urea 500 1,65,000 

Soda Ash 200 50.000 

Methanol I2S 41,250 

The estimates cost of Methanol Plant included in the above sanc-
tion is Rs. 786.58 lakhs, including foreign exchange component of 
Rs. 325.94 lakhs. The licence agreement for the methanol process 
has been entered into with MIs. Halder Topsee and this agreement 
was approved by Government on 30th August, 1972. 

3.7. During evidence the representative of the Ministry of Petro-
leum & Chemicals informed the Committee that the present target 
for mechanical completion of the plant is end of 1975 and for com-
mercial production middle of 1976. 

3.8. The Committee desire that the Ministry of Petroleum Bnd 
Chemicals should closely which the progress of setting up of Fer-
tilizer Corporation of India's Methanol Plant at Ha1d.ia and see that 
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the prO'jects is cO'mmissiO'ned accO'rding to' schdule b~' mid 1976 and 
that the shO'rtcomings nO'ticed in the case O'f t;lt' Fertilizer CO'rpO'ra-
tiO'n of India's MethanO'l Unit at Trombay dO' not recur. 

C. Durgapur Chemical's Phenol and Phthali~ Anhydride Plants 

3.9. Durgapur Chemicals-West Bengal Government Undertak-
ing-were issued a licence for expansion of capacity for production 
of Phenol from 3300 tonnes to 6600 tonncs on 5-5-1961. The expansion 
has not materialised as yet, even after a lapse of 11 years. On the 
other hand, as against the installed capacity of 3300 tonnes, produc-
tion during 1969, 1970 and 1971 was as low as 433, 716 and 503 tonnes, 
respectively. This plant was also issued a licence on 5-5-1961 for 
expansion of capadty for Phthalic Anhydride from 3300 tonnes to 
6600 tonnes. The expansion licensed has not been implemented so far 
while the actual production h,as been no more than 1'615 tonnes in 
1969. 1288 tonnes in 1970 and 790 tonnes in 1971. Inspite of this per-
formance, a letter of intent has been issued in May, 1972 to this Plant 
for a further expansion of its licensed capacity from '6600 tonnes to 
9900 tonnes. 

3.10. The representative of the Ministry of Petroleum & Chemi-
cals was, during evidence, asked to state the reasons for the poor 
performance of the Plant as 'also for allowing it further expansions 
of capacity when the expansion allowed to them earlier had not 
materialised. He explained that the causes for low performance of 
the plant were shut downs due to power failures, labour troubles 
and "Durgapur Bunds", bad maintenance and heavy corrosion neces-
sitating complete overhaul spread over a period of 10-12 months. 
The additional reason fot the low production of Phenol was the 
difficulty in the procurement of Benzene from the Durgapur Steel 
Plant. In the case of Phthalic Anhydride, apart from the general rea-
sons, the specifiC reasons were technological and operational pro-
blems, difficulties in supplies of napthalene and restricted market 
due to large stocks of material imported by exporters under the 
permissible chemical category. According to him, the mallket was 
now improving due to restrictions placed on imports and the perfor-
mance of the plant was also expected to improve on account of the 
Catalyst having been changed. Regarding the expansions in the 
production capacity of Phthalic Anhydride allowed to this plant. 
the witness stated that this was done "so that it can set up a second 
orthoxylene-based viable unit". 

3.11. It was pointed out to the witness that looking at the past. 
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iJeflormance of the Durgapur Chemicals and the time taken in geti-
ing over the problems besetting it, it did not appear to be a sound 
de~ision to allow it expansion of capacities and commitment of 
re!lources without muC'h hope for the capacities being substanially 
utilised. He replied that in setting up capacities 'social costs' have 
also to be considered. Amplifying it, he said: 

" ... in the case of West Bengal where one of the causes of 
labour unrest is lack of employment, there is a conscious 
policy of the Government of India to encourage industrial 
growth even by going sligh~ly out of the way. That is 
what I Meant by 'social costs,." 

3.12. The Committee are unhappy to observe that during 1971 
the production of Phenol and Phthalic Anhydride at the Durgapur 
-Chemical's Plant has been as low as 503 tonnes and 790 tonnes res-
pectively against the installed capacity of 3300 tonnes for each of 
these products. The production during 1969 and 1970 was similarly 
poor. The unit was given a licence in 1961 for expansion of capacity 
to 6600 tonnes in respect of botb the products which has not yet been 
implemented. In spite of th.is consistently poor performance of the 
plant as also non-implementation of the expansion allowed as far 
back as 1961, the unit has been allowed an expansion of capacity 
fer Phthalic Anhydrid(. in 1972 from 6600 tonnes to 9900 tonnes. 
While the Committee understand the social compulsions under which 
the expansions of capaf'ities had to be allowed to the Durgapur Che-
micals, they would, at the same time, stress that it is the responsi-
bility of the Government to see that the licensed capacities are 
fully put to produdive lise before furthel' expansions are allowed 
to a Unit. Governm('nt should, while licensing additional capacity, 
also keep in view the ill terests of the profcssing units which 11se 
thesc products as raw material and also the need for the achieve-
ment of self reliance in the country at the earliest possible time. 

3.13. One of the reasons for low production of Pheuol at the 
Durgapur Chemicals' Plant, it is stated, was the difficulty in tbe 
pro~urement of Benzene from the Durgapur Steel Plant. The Com-
mittee need hardly stress that the problem of shortage of Benzene 
faced by the Durgapur Chemicals' Plant for production of Phenol 
should be resolved at the earliest by arranging for supplies on assur-
ed basis and in adequate quantity either from the Durgapur Steel 
PYant or from other manufacturers. It is pertinent in this connection 
to mention that the Indian Oil Company's Udex Plant had to keep 
its production of Benzene low because of lack of markets. 
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D. Indian 011 Corporation's Benzelle and Toluene Plant 

3.14. The Udex Plant of Indian Oil Corporation-a Government 
of India Undertaking-has been designed to produce 3300 tonnesl 
year of Benzene and 1400 tonnes per year of Toluene. The plant 
was started in December, 1968~and the production levels from 1969 on_ 
wards are as follows: 

1969-70 

1970-71 

1971-72 

1972-73 (April-October) 

(Figures in tonnes) 

Benzene Toluene 

8,650 1,119 

18,198 2,612 

22,S4I 3>468 

15,451 4,103 
-------_._-----------------_. 

It is stated that the low capacity operation has been due to the 
delayed completion of caprolactam plant of the GUjarat State Fer-
tiliser Corporation which has an estimated requirement of 23,000 
tonnes of Benzene. This plant was originally scheduled for commis-
sioning in 1009 and is now likely to come up sometime in middle 
1973. Besides this, other consuming units like manufacturers of 
Benzene He.xa-chloride did not come up in time. The demand for 
Benzene by the exisEng consuming industries has however, increas-
ed rapidly during the last year because of non-availability of Ben-
zene from the steel plants. The Udex plant has now been operating 
at progressively increased capacity and presently operating on the 
installed capacity levc~ (Benzene capacity utilisation in 1972-73 wag 
93 per cent). 

3.15. As for the low production of Toluene. it is stated that 
Toluene is a co-product obtained while producing Benzene and a 
certain level of production has to be maintained for technoJo(!'icaJ 
reasons. The demand for Toluene for Defence and other end-uses 
was estimated at the time of the operation of the plant. Surplus 
Toluene is added to the motor gasolene for bringing up the octane 
number. 

E. Gujarat State Fertiliser Company's Caprolactam Project 

3.16. Gujarat State FertiLiser Co. Ltd.,-a Gujarat State Joint 
Sector concern-was issued a letter of intent for the manufacture-
of 20,000 tonnes of Caprolactam in November, 1966. This was convert·-
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ed into an industrial licence in January, 1972, that is after a lapse-
of more than 5 years. As to the progress in the implementation of 
this project, it has been stated by Government in July, 1972 that 
foreign collaboration and capital goods imports for this project have' 
already been approved!; equipment for ind.ge*us and imported 
sources is being procured and it is reported that the project will be-
operational by about the end of 1973. 

3.17. The Minjstry was asked to state the reasons for the delay 
in clearing proposals for foreign collaboration and import of capital 
goods parti,::ularly when the industry was in the core sector and 
caprolactam was being imported every year. They have in a note-
furnished to the Committee stated as follows: 

"The party was issued a letter of intent in November, 1966. 
G.S.F.C. were able to submit a contract which they had 
en~ered into with MIS Hitachi Ltd. of Japan on 15th July 
1968. Various points relating to this proposed contract were 
examined and the case was considered by the Foreign 
Investment Board in January, 1969. The terms of foreign 
collaboration, as approved by the Board in Jan. 1969, were 
communicated to MIS G.S.F.C. in February, 1969. The firm 
was advised to make a C.G. application immediately. In 
spite of efforts by the Government it was not found pos-
sible to include this project under the Yen or Suppliers 
credit, and MIS G.S.F.C. were advised in June, ] 96~ that 
it would not be possible to allo::,ate the Yen credit to cover 
the foreign exchange component and they were requested 
to review all offers received from sources acceptable to 
the Government to enable them to pursue alternative offers. 
G.S.F.C. however felt from their negotiations with Japane-
se Process Licensors that it may be possible that this pro-
ject could be included under the Yen credit jf this matter 
was taken up again by the Government of IndiH with 
the Japanese Government. They were advised by the Mi-
nistry to pursue alternative offers, evaluate them, and 
submit the information so that Ministry could explore the 
possibilities of getting the necessary foreign exchange 
from other sources for setting up of the caprolactam plant. 
After obtaining an assessment of the various offers by 
G.S.F.C., Ministry of Finance was approached and they 
were able to in.dicate that a combination of French Credit 
and ICICr loan may be feasible for financing the foreiR1l 
exchange component of the project. G.S.F.C. were advised' 
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of this by the end of March, 1970. They were aible to fina-
lise their process selection and submita-second contract 
with SWISS Process Licensor (INVENTA) and a French 
Design Engineering Firm (TECHNIP) in June, 1970. The 
revised foreign collaboration proposals were approved. by 
the Government in October, 1970. Subsequently the first 
C.G. application of the party was cleared on 4th January 
1971. The supplementary C.G. requirements have also 
been cleared." 

3.18. As regards the physical progress made in implementation of 
the project, it is stated that civil works have been completed to tlie 
extent of 60 per cent, machinery has started arriving at site, erection 
contract has been awarded, pre-fabrication has commenced and 
erection is Hkely to be completed in July, 1973 and production is 
likely to commence in October, 1973. 

3.19. It is noted from the above data that after the issue of the 
Letter of Intent, it took 19 months for the GSFC to negotiate with 
the Japanese collaborators and submit a contract for the approval of 
Government and Government took 7 months to approve the same. 
After all this exercise, the Ministry of Petroleum & Chemicals found 
that the Japanese Credits were not available for this project and 
.about 4 months went by before the fact could be communicated to the 
party. Initially GSFC was still hopeful of Japanese Credit being 
available but later, on the advice of the Ministry of Petroleum and 
Chemicals, started exploring other sources. It took ano:her 9 months 
for the Ministry to indicate to GSFC, in consultation with the Minis-
try of Finance, the source from which credit was available. There-
after, GSFC took 3 months to submit the contract from those sources 
and the Government took another 4 months to finally approve the 
same. The clearance of first application for import of capital goods 
took another 3 months. 

3.20. The Committee are greatly concerned to note that the capro-
lactam project of the GSFC whi,.h W~<; ori~inall:v sr:heduled for com-
missioning in 1969 has been delayed by more than 4 years and is 
now scheduled for commencement of production in October, 1973. 
Thio; has held up the fuller utilisation of the installed capacity for 
Benzene at the Indian Oil Corporation's Udex Plant. The Committee 
also find that the Ministry of Petroleum and Chemicals had failed 
to properly advise the party, after consultation with the Ministry of 
"Finance, as to the source from which foreign credit was available 
for the project so that GSFC could negotiate with appropriate parties 
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. from the -very . ~ing. This should h~ve ~n dODe at the stage 
of considerinar the application for the issue of letter of intentwhich'~ 
'was some time before November, 1966. Instead, the party was advised 
of the' appropriate source only in March. 1970 te. aitel' nearlY' 3t 

. years. This indicates that there is something seri~usly iac:idng ~ the 
licensing procedure in cases involving foreign collaboration and for 
the allocation of credits therefor. The (;omm;ttee recommend that 
the Licensing Cornrnittee and .theForeign InvestmentB08rd shoul~ 
seriously con~iderthe matter and devise suitable procedu~es to' ~ee' 
that after a project is cleared by the Foreign Investment Bo~rd, it 
is not denied the requisite foreign exchange.' 

3.21. The Committee would in this connection like to point out 
that in ~he application for the issue of. an industrial licence the part, 
has to indicate the particulars of foreign collabor.tion intended, if 

',any. The Committee would suggest that at the time of considering 
the issue of letter of intent to the party, the matter should be exa-
mined in consultation with the Department of Economic: Affairs and 
at t.hat stage, as far as possible, a clear indication should be given 
to the party whether the requisite foreign exchange would be avail-
ahle for entering into collahqration with that party, and if this is not 
possible, then two or more alternative sources may be . indicated to 
. t.he party so that the party can proceed with the negotiations from 
appropriate sources only and that time is not lost in exploring col-
laborators from sources from which credits would not be availahle. 

3.22. The Committee further recommend that the Ministry of 
Petroleum &, Chemicals should keep a dose watch on the progres9 

. of the Caprolactam Project of GSFC and ensure that it is commis-
sioned, as programmed, by October, 1973. 

F. Indian Petrochemicals Corporation Ltd.'s Gujarat Aromatics 
. Project 

3,23-, The Gujarat Aromatics Project of the Indian Petrochemicals 
Corporation Limiterl-a Government of India, undertaking-has 
been approved by Government to produce the following petro-
chemicals: 

D.M.T. 

Orthoxylene 

Mixed Xylene 

Tonnes 

2t,000 
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3.24. The original e$timate of cost of this Project is stated to 
h~ve been Rs. 22.4 crores. There revised estimated cost now. sent for 
t.\1e. approval of the Government is Rs. 28 crores. The actual cost, 
it has been stated, would, however, be known by March, 1973 only 
when it ·could be assessed as to what has been the extent of escala-
tion, if any. 

3.25. The progress of the Project has been indicated by the Minis-
try of Petroleum and Chemicals in July, 1972 as follows:-

"The original schedule based on foreign. exchange clearances 
being accorded by early 1968 was completed in 1971-36 
months from the date of foreign exchange clearance. 
Contracts with appropriate foreign exchange clearances 
(DM suppliers credit) were signed in July, 1968; but soon 
after this, Government decided to move from this sup-
pliers credit to German Capital Aid: the repayment terms 
of this source of foreign aid are much softer than 
for suppliers credit. German Capital Aid Loan (From 
KFW) requires project appraisal by KFW of West Ger-
many: this appraisal took almost 16 months and the pro-
ject and loan for it was approved by KFW only in Decem-
ber, 1969: consequently the schedule automatically stood 
modified. Even so, efforts have been made to expedite 
the schedule. The project is at present in an advanced 
stage of completion. The major portion of the imported 
equipment has been received at site. Efforts to expedite 
the completion schedule of the project have not been as 
successful as hoped for because of the difficulties faced 
by the vendors in obtaining raw materials like steel, stain-
less steel, etc. for fabrica.tion of indigenous equipment ex-
peditiously. Neverthel~s, the project is expected to be 
completed by the end of this year." 

3.26. The Additional Secretary, Ministry of Petroleum and 
Chemicals during evidence before the Committee stated that the 
Aromatics Project was expected to be commissioned by the end of 
December, 1972 and commercial production was expected to com-
mence by March, 1973. The Chairman, Indian Petrochemicals Cor," 
poration Limited also during evidence indicated the progress of the 
Project as follows:-

" .... Aromatics project consists of three sections. As it is, the 
commissioning of off site facilities has already been start-
ej and the water circulation systems and other systems 
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have already been tried. Almost all the production 
equipments in DMT Plant have already been erected and 
by the end of November we should be completing the test-
ing of all the main equipment of the DMT Plant. The 
commissioning team from Germany is expected early in 
December and therefore we are fairly certain that the 
DMT plant would be in a position to commence trial runs 
by tbe end of this year and will go into production by 
March next year (1973)". 

3.2'7. During evidence, the Additional Secretary Ministry of Pet-
roleum and Chemicals stated: 

"When the project was presented in the beginning there were 
two alternatives-l00 per cent suppliers' credit or 30 per 
cent suppliers' credit and 70 per cent capital aid. Capital 
aid had then not been cleared. The Department of Eco-
nomic Affairs were apparently informed by the German 
Government that capital a.id would be forthcoming for 
this project. Therefore, they asked the Ministry to 
switch over from suppliers' credit to capital aid. Once 
capital aid was agreed to, KFW, the West German Gov-
ernment agency for clearjng capital aid, came into the 
picture and said that it woulQ carry out a detailed ap-
praisal of the project before approving of capital aid. It 
is no doubt true that in this process of detailed appraisal, 
quite a lot of time was lost. But here again, with the 
assistance of the Department of Economic Affairs, we got 
releases of free foreign exchange so that design and engi. 
neering of the plant could be taken up even in advance of 
the KFW sanction of capital aid." 

He replied in the affirmative to a specific question duting evidence 
addressed to him as to whether he meant that "it was a change in 
the German Government's aid giving programme that had caused 
this delay." 

3.28. The representative of the Department of Economic Affa.irs 
agreed during evidence that the switch ov~r from German Sup-
pliers Credit to German Capital Aid took time as it involved pro-
ject ~praisal by the German agency KFW. But, according to him, 
"on account of this we did not allow the project to suffer. . . . .. and 
made available free foreign exchange resources for the payments to 
be made on due dates." In November, 1967, he said, the project 
'Was first cleared by the Special Committee and in July, 1968 the 
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fitst instaiment of· free foreign exchange wa~ made available for 
down paymE!nt to the prqcess licensers. Subs~quently two mor'~ 
instalments Of fre~ foreign exehange were made available in August, 
1969 and December, 1969. All these payments were made under a 
mutual agreement betw~en the Ministry of Finance and the KFW 
that these payments would be reimbursed to doverrurient of India 
upon the effectUation of the Ca,pital Aid Loan Agreement. 

3.29. The represerttative of the Department of Economic Affairs 
was further asked as to whether at the tit:ne the German Suppliers 
Credits were allocated for this Project, was the option to aaocate 
German Capital Aid for this Project also available to his Depa~t
inent. He replied: 

"Gleaning from the discussions on· this point ~t that time, I 
notiCe that originally this was expected to be fitted under 
the 100 billion DM suppliers' credit and at t~1C same time 
the idea was that to the. extent Government credit be-
came available for the purpose, apparently subsequently, 
the value under the suppliers' credit could be reduced at 
a future date from t~me to time, so that either a mixed. 
financing 9r a transfer from suppliers;. credit to Govern-
ment-to-Government cre~it as and when they became 
available, would be made possible. So, it has to be in-
ferred from this that at the time wHen they first ap-
proached the problem, probabiy adequate Government 
credit was not available.;' 

3.30. The Additional Secretary, Miniistry of Petroleum and 
Chemicals was thereupon aske'd that if free foreign: exchange was 
being released by the Ministry of Finance for the project while the 
formalities involved in the switch over of credits were in progress, 
bow did he· maintain that the swHch'ing over of credits was respon-
sible for the delay in the progress of the Project. He replied: 

"I would again submit that it is not that foreign exchange was 
the cause of delay but tying up certainly tile ant a slight 
stOWing down' of project work." 

3.31. In a written note furnished to the Committee on the 10th· 
March, i973, the Ministry of Petroleum and ChemicalS have turther-
explained the position. According to this note: 

"Switching over' of the finanCing arrangements from mixed 
pattern of Supplier's C·redit and Government Credit 
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(~apital A~ to 100 per oent Government Credit cannot. 
be said to have affected direc~ly the project s~edule inas-
. mUCi!h as paYJ;llents. were made from ~me to Ume out of 
fi~.e forei~ exchange in order to enable Krupp and 
Engelhard t,~ continue t}Wir work. The ftnaliaation of the 
IQan agreeJl¥!nt took much, longer time ~haltl anticipated 
in the first instance. As a consequence, and as a pre-
requ,isite for the import licenses fot items i1;1 the Supply 
Contract to be iSS\1ed', reappraisal of the tist of goods by 
DGTD a.nd renegotiation of the contract price had arisen 
and this too& some time. n 

3.32. The note indicates the following m~in causes for delay in 
a(U>tnmissioning of the Project: 

II (a) When the, i;n4igenous faPricators went out on bids for 
,. purchase of materials required for fabriCj!ation ~n India, 
there wa,s a world-wide shor~age of nick.el and indigen-
ous fabricators were not in a position to obtain quota.tions 
from ~oreign materials, suppliers in terms of delivery dates, 
or price. The consequence of the nickel shortage lasted 
approximately 6 months, and it was only towa.rds the end 

'of 1970lbeginning of 197~ that the indig~nous fabricators; 
were ina position to place orde~s for impGrt of bulk 
materials after getting the necessary import licences, 
foreign exchpnge allocations for import of materials etc. 
The deliveries from the' indigenous fabricators' shops, 
therefore, got delayed also correspondingly; 

~) The fact that almost all of the domestic fabricators had 
engaged in the manufacture of equipment for petrochemi-
cals for the first time entailing a large number of revisions, 
to the fabricators d~awings and, consequently delays in 
eJelivery schedules; , 

(c) There were strikes in the shops Qf one of the major sup-
pliers of the fabricated items which stopped work and, 
therefore, further delayeq 4~liveries; and 

(d) Delay in project constru(ltion was QCcasioned by a strike. 
and a complete cessation of w.ork on the part of a labour 
of a. major erection co;ntractors at site." 

3.33. The Committee are distressed to find that the Gujarat Aro-
matics Project which was conceived as far back as 1965 to J,K'Oduce, 
DMT-a Synthetic Fibre Intermediate and Ortboxylene-a primary 
88W'ce for manufacturing plasticisere, dyes, alkyd" 1'8sins etc.-for 
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feeding the down stream units could not be commissioned as yet, 
though it was due for commisioning in 1971~ The Committee were 
during evidence assured that the D.M.T. plant would go into produc-
tion by March this year but no firm. date had been metltional for the 
commissioning of the plant for the manufacture of Ottho/Mixed 
Xylene!. 

3.34. The Committee are surprised that the Ministry of Petroleum 
and Chemicals initially tried to blame the Ministry of Finance for the 
delay in commissioning of the Project by maintaining that the process 
of change over from one source 'of credit to another was spread over 
16 months ending in December, 1969 and consequently the schedule 
automatically stood modified. The Committee are, however, convinced 
that the delay in the commissioning of the Gujarat Aromatics Project 
was not on account of foreign exchange difficulties as the Ministry 
of Finance were, under an arrangement with KFW of West Germany, ' 
releasing free foreign exchange for the project from time to time as 
per the requirements of the Ministry of Petroleum and Chemicals, 
during the process of change over from one credit source to anoher 
credit source in the same country. 

3.35. The Committee strongly deprecate the leisurely manner in 
which the project is being implemented and hold tbe project authori-
ties as well as the Government .responsible for the delay. The Com-
mittee recommend that the Ministry of Petroleum and Chemicals 
should at least from now on see that the different plants of the pro-
ject are commissioned at least by the target dates now fixed. 

G. Indian Petrochemicals Corporation Limited Gujarat Olefins 
Project 

3.36. Gujarat Olefins Proj.ect, also of the Indian Petrochemicals 
Corporation, consists of the setting up of a Naphtha Cracker a·nd 
the production of the following primary petrochemical products: 
---.. -.~.-.-.-- ... ---.--.-------.--------

Tonnes/ 
annum 

Ethylene 1,30.000 

Prop(;lene 35,000 
Polymer Grade) 

Propylene 43,000 
(Chemical Grade) 

Butadiene 22,000 

Ben7.ene 23,600 
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According t~ the decision taken by Government in December, 1970. 
.the down stream units are also to be taken up in the public sectc)r 
as a part 0' the Olefins Project. The following capacities are. pro-
posed to be set up: ' . 

-- --.--------
TOMca/ 
annum 

Synthetic Rubber, 20,000 

Detergent Alkylate 30,000 

Acrylonitrile 24,000 

Polypropylene 30,000 

Polyethylene 40,000 
f I ", ~ 

Ethylene Gly~l 20,000 

Acrylic Fit:re 12,000 

3.37. The approved capital cost of the Oleftns Project and its 
downstream units is as under:-

DPR, FEASIBILITY REPORT (Rs. in Crores) 

Capital Foreign 
cost exchange 

I, Olefins ·31'9 8'44 

2, Acrylonitrile "17'04 6'25 

3, Synthetic Rubber' ···15'60 3'43 

4, L. D. Polythylene 17'98 7' 18 

~, Polypropylene 18'87 5'52 

6, Ethylene Glycl 9' 10 2'36 

7, Detergent Alkylate 12'92 3'03 

8. Acrylic Fibre 3 23'89 9'33 

3,38, Progress in the implementation of the project was indicat-
ed by the Ministry of Petroleum and Chemicals in July. 1972 as 
under: 

·This includes Rs, 2' 10 crores of Working Capital . 
•• This includes Rs, I' 12 crores of Working Capital. 
• •• This includes Rs, 2' 10 crores of Workin(l Capital, 
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"1f~t!JA.A;r~,~eT: A ,substa~.tial portion, ~( t~e d~igI.llengi-
. ne~ng.w.orkf~~ortrre naphtha cntcker has been completed: ':'Orders 
,tQfl,d.Rg:~li,verY" e<jwpment like boit~rs have already been plaCed. 
Im'p6rt' ~ieence appmatroiis~ f~r critical 16ng'delivery equipments has 
beehftl~ DY -the Iridfari) Petrochemical Corporation Limited and' 
these ~hllve ~~ e~amihe(i~by Government;' fbreign' exchange for 
these is 'expeeted 'fu be"3.!l6cated"shortly. ' , .. 
", . ' , ,~' . "" . '" 

. 'Primary Petrochemica1.s: '~~opOsals concerning purchase of 
design: 'hngineering services: fof the' Olefins Plant, for ~ 'Butadlane 
extraction, 'Benzene ~xtractiori 'and pYrolysis' gasol~ne hydrogena-
tion have already been approved' by Government:' Approvals have 
already been given fot the' basie design engineering 'ot 'the Ol~ft.iis· 
projeCt by Mis, 'Lummus "Company Limited of England, 

, ,", I " ~ ,:" ' . 

Downstream Units: Proposals 'for pu'rchase of technology and, 
basic serVices fot'alf the- down":stream uriits have' be~h approved by 
Government. 'The '~al appitlv'aF '~8UoCating the necessary foreign 
exchange is to be issued,": ,,' .'. ' 

3.39. It is further stated that the Naphtha Cracket and the down-
stream' units utiliSing gaseous produCts :i:tvaHable from the Cracker 
fotnl· an: integrated aomplex and the implementation of this will be 
carried 'out in a synchtonised'rttaimer'to 'ensure viability of the 'en-
tire complex:: On tlW' basis' of detailed discussion with the process 
liceriserldesign ~grneering firms; it -is a.ssesseCiby G6vernmentthnt 
the entire complex will be' commissioned' in 8. peI"iod of 30 to 36 
mont~ from the receipt of the allocafidil~ of foreign exchange for 
these projects. ' 

Slow progress' in setting up the Olefins Project 

3.40', It has b~e~ stated that the 'det~iled project report to;' 
Naphtha Cracker.· was'litlbmitfud in July, 1968. The expenditure 
sanction for the ~project was given, in , Aprii~ 1969 and May, 1970. 
Between October, 1969 and May, 1970 the collaboration agreement 
with Mis. ~urrimus'of' U.K. 'was ,discussed and, finalised.. The 
agreement WQs'signedin 'May, 1970. In July, 1970, it was approved 
by the' nepaitnient of Economic Affairs and free foreign exchange 
'fv.as' rel£!iilseo''for the en~neefitlg design and f~es to be paid to the 
collabodtors'. The work on'the Cra.cker could commence imme-
diateiy thereafter.' But in December, 1970, a decision 'was taken to 
set up down-stream units also in the' pi:Iblic sector as a part of this 
project. The investment sanction for these down-stream projetts 
was given between Jtine'and November, i971. Betw~eri September, 
1971 8J1(i' around July I August, -1972 various offers from process 
licensers for these projects were 'appraised, and ~~ally selected~ 

, I • , • • . " 



67 
, " 

3.41., Repl'yit:lg tQ the ,.,p9int as to. why the wO,rk, on the Naphtha , 
C,acker could not be start,.ed immediately after the agreement with 
Mis. Lummus was finally ,approved by the Department pf Economic 
Affairs and the foreign excQange was released for the project in 
July, 197.0, the Ministry o( Petroleum a,Qd .chemical~, have stat~d: 
"The Olefins Project is a producer of raw material ,only and the 
major raw materials to be produced are gaseous and cannot be 
stored without e~ormous investment: It, is becau,se pf this that in-
tegrated down-stream plants have to be erected adjacent to the 
Olefins PrDjects so that they synchronise with the prpduction of 
Olefins and tqe final pr~ducts are liquids and solids which can be 
stored ~,nd transported relativeJy easily and without very large in-
vestment being incurred on this." , 

3.42. The project was posed to U.K. authorities for allocation of 
credit in May, 1971. The U.K authorities had to earry dut 'a techno-
economic appraisal of the entire project, i.e., OIefins project as well 
as the down-stream project before making any commitment. Dur-
ing evidence, the representative of the Department of Economic 
Affairs was asked to indicate the lat~t pOSition regarding'the tying 
up of foreign Credits for the project". He stated that for the main 
Naphtha Cracker project, allojrnent had been made from the U.K. 
Credits and the legal documents fot the aid were being concluded. 
Meanwhile, he said, free foreign exchange was beiog allotted for 
the project from time to time, as per the requirements indicated 
by the Ministry of Petroleum ,and Chemicals. As for oth~r units 
and plants, French and West ,German Credit have been allotted. 
For procurements from U.S.A., free fore'i.gn exchange was being 
released. . 

3.43. Asked to state whether the Ministry of: Petroleum and 
Chemicals were satisfied with the foreign exchange allocations for 
tbe Gujarat Olefins Project including the down-stream units, the 
Additional Secretary, Ministry of Petroleum and Chemicals Iltated: 

"We are very satisfied and except for 'one or two (Projects) 
the foreign exchange arrangements for all the other pro-
jects have been fully tied up." 

3.44. In reply to the question during evidence as to when would 
the different units of the Olefins Project be commissioned, the rep-
resentative of the Ministry of Petroleum and Chemicals stated that 
th~ Naphtha C.racker would be completed and commiSSioned by 
the end of 1974 while he expected the other down-stream units to 
be commissioned gradually from tha.t time till the middle of 1975. ' 
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.. 3.45. The. Committee are greatly disappointed to observe that the 
prOIl'e5S made in the setting up of the Gujarat Olefins Project is. 
much behind schedule. They are concerned to note that he commis-
sioning of the Project had to be re-scheduled so as to synchronise with 
the setting up of the down-stream units which were decided at a 
later stage to be located in the public sector. The Committte feel that 
when Government took a decision about the setting up of the Gujarat 
Olefins Project, it shOlUld have simultaneously gone into the question 
of setting up the down-stream units in which the products manufac-
tured at the Gujarat Olefins Project were to be processed. In this 
process of thinking in instalments and lack of integrated planning, 
the country has lost several years of valuable time in the develop-
ment of petrochemical industry which has vast potentialities for gene-
rating employmeat and making significant contribution towards in-
dustrial growth. The Committee would like to emphasise that Gov-
ernment should have an integrated plan for all such projects in the 
interest of their speedy implementation. It should also be made clear 
right from the very beginning ,whether a project or a part thereof 
is to be located in the public or private sector so that there is no 
scope for any mis-conception at a later date. 

H. Assam Petrochemical Complex 
3.46. The Prime Minister announced in the Lok Sabha on the 5th 

December, 1969 the decision of the Government to establish an in-
tegrated DMTIPolyester Fibre petrochemical complex in Assam. 
The reievant extract from the Statement of the Prime Minister is 
reproduced below: 

"The Government of India also recognise the need to take 
measures for the industrialisation of Assam based among 
other factors, on its oil resources. Assam crude oil is rich 
in aromatics which provide the base for the development 
of petro-chemicals. With the availability of adequate 
raw materials from the proposed increase in refining 
capacity. Government have also decided that an integ-
l'rlted DMTIPolyester fibre petro-chemicals complex should' 
be established. Suitable provision for this refining-cum-
petrochemical complex will be made in the Fourth Plan 
now under finalisation." 

3.47. The feasibility report for a petro-chemical complex, at 
Bongaigaon in Assam was submitted to Government in May, 1971. 
Th"is envisaged an integrated DMT-Polyester Staple Fibre Ptoject 
which would produce 30,000 tonnes per annum of polyester fibre and 
10,550 tonnes per annum of the associatea orthoxylene. This petro-
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cbemical complex is proposed to be dovetailed "to a refinery at 
Bongaigaon having a,· through.put of 1 million tonnes of crude. 
Government have approved the setting up of the refinery at a capital 
cost of Rs. 14.90 crores (with a· foreign exchange component of 
Rs. 1.5 crores) and the petro-ehemical complex at a capital outlay 
of Rs. 66.2 era res with a foreign exchange component of Rs. 22.87 
crores. Since at the time of the formulation of the Fourth Plan, 
the concept of the Assam Complex was very prelimtnary and the 
project had not been fully determined, on ad hoc basis, an alloca-
tion of Rs. 10 era res was made. IJ; is now assessed that Rs. 3.85 
crores will be spent within the Plan period for the follOWing pur-
poses:-

(i) Payment of licence fee; • 
(ii) ocquisition of land; 
(iii) construction of some civil works; 
(iv) down-payment for equipment; 

(v) payment of engineering fee t'O consultations; and 
(vi) payment for soil testing and other miscellaneous ex-

penses. 

3.48. This project is to be implemented by a new company which 
is in the process of being fioated. Draft Articles of Association have 
been drawn up and are stated to be under scrutiny. Till such time 
as this new company is formed, Indian petro-chemicals Corporation 
Limited has been entrusted with the implementation of the project. 
Indian Petro-chemicals Corporation Limited is currently examining 
the relative advantages of the TPA route as against the DMT route 
which is at present being used in the country. Discussions are 
being held with process licensers and the terms are being negotiat-
ed. The selection of the process is likely to be completed by the 
end of February, 1973. There after a formal contract will be nego-
tiated with a pa.rty for a particular process and necessary Govern-
ment clearance will be sought. The agreement, it is stated, likely 
to be entered into by September-October, 1973. 

3.49. The Committee observe that the feasibility report for the 
Assam Petrochemical Complex was submitted in May, 1971; yet the 
assessment is that only Rs. 3.85 crores would be spent during the 
Fourth Plan period on this scheme out of an allocation of Rs. 10 crores 
therefor during that period. The Committee underline the need for 
concerted effort by the a1&thorities C'oDcemedfor implementing the 
Complex in the early part of the Fifth Plan so as to accelerate the 
industrialisation of this economically backward region which is, as 
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~e Prime Minister indieated in her It>atement in Lok Sabha on ·the 
5th December, 1969, the dominating. consideration ill locating the ' 
Refining·cum-Petrochemic~l Complex ~here .. 

I. ;Bara~i Petro:-hemia\ Comp.e~ -: 

3.50. ~e Barauni Aromatics Project I was one Elf the schemes 
tentatively approved for imple~entatio~ in the pub~ic sector in the 
Fourth Plan period. In the course of the examination of the subject 
-o~ petro-<:he:micals by this Committee earlier in 1967-68. GQve'rnment 
had iIidicated that a feasibPity study had been prepared by .the Oil 
and Natural Gas Commission according to which the project would 
be implemented in two phases; the first phase ending by 1971 while 
the second one ending in· 1973. It is ·hoWever noted that no financial 
provision has been made' for the Barauni Complex upto the year 
1974-75 for which estimates of expenditure have been indicated to 
this Committee. 

3.51. Asked to indicate the progress in the implementation of the 
PrGject, the Ministry of Petroleum and Chemicals have stated: 

"The Barauni Complex was delineated in 1967 on the basis of 
qualititive and quantitive availability of naphtha from 
the Barauni Refinery. This refinery was operating solely 
on crude oil from Assam and it was expected that it would 
continue to do so and therefore the quantity and charac-
teristics of naphtha will be same as available in the 
earlier years. In September 1968, it was decided to allo-
cate Barauni naphtha on an over-riding priority basis to 
the Fertilizer .project to be;.set up at the same location. 
The cost of the fertilizer plant is Rs. 55.96crores. 

Differences regarding the tarUJ for the transport of crude 
from Assam to Barauni between Oil and Natural Gas 
Commission and Oil· lndia Limited and the subsequent 
decision of the Government in December, 1969 to increase 
the refining capacity in Assam by 1 million t~nne :meant 
that crud~ from elsewhere had to be processed for the 
expande'd capacity of the Barauni Refinery. 

In·view of the above, it became ne.cessary to carry out detailed 
experiments and assess the availability of naphtha from 
the crude which may have to be imported from various 
sources.' It was also necessary to collect data on dis-
tillation' of various .crudes-to . .nndout . lohe' quantitive 
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availability- of, naphtha in order to ascertain whether 
different alternative product mixes could be utilised to· 
give naphtha of the required specifications. 

Since the requirement of difference aromatics for the manu-
facture of fibre intermediates and other· products were 
assessed to be substantial a Technical Group has been 
appointed to examine the availability of different feed-
stocks at different refinery locations both qualitatively 
and quantitively to recommend setting up of suitable 
aromatic facilities to cater to the anticipated demands. 
The possibilities of setting 'up aromatics complex in Bihar 
are being examined by this Group. 

The evaluation of technology for the' Assam Complex and the' 
experience obtained in the Gujarat Complex will assist in 
the technological work of any aromatic complex. 

The decision regarding capacity, investment, time schedules 
will have to be worked out afresh after the Technical 
Group's findings' are available. . 

In view of what has been stated (above) and the time that is 
likely to be taken up to firm up the basic parameters for 
this unit, a small financial provision only has been made in 
the Plan periOd which has been included in the total 
outlay." 

3.52: During e'vidence, the Addition Secretary, Ministry of 
Petroleum and Chemicals stated that in the case of ~he Barauni 
Aromatic Projects it was "more a technical problem and the Com-
mittee that is going into it expects to submit its report within two 
months. It is only then that the plan for aromatics complex will 
be included in the Fifth Plan and allocations w;ll b.e decided. Now, 
at this stage, Barauni Naphtha. as I explained, has been earmarked 
to fertiltzer use ...... " \ 

3.53. The Committee note that the Barauni Petro-Chemical Com-
plex which was tentatively approved for implementation during the 
Fourth Plan period has not made much headway and the possibility 
of setting up the Complex is still under examination by a Tef"hnical 
Group. The Committee feel that the Technical Group which is now 
examining the t~hnical aspects of the proposed complex should have' 
been appointed earUer and urge upon the Government to take aD 

. expeditious d~ision. in the matter sO that the scheme could be com-
pleted in the Fifth Plan period. 



CHAPTER IV 

IMPORT, DISTRIBUTION AND PRICING 

A. Imports and Exports 

lmports of Petro-chemicals 

4.1. Statements showing imports and exports of petro-chemical 
tntermediates during the last five years (1966-71) are at Appen-
dix VI. 

4.2. It is seen from the statement regarding imports that the total 
value of imports of petro-chemicals during the year. 1970-71 was 
Rs. 8.70 crores. The main items of import during 1970-71 were: 

Synthetic Fibfes & Fibre Intermediates 

Synthe'ic Rubber 

Alkyl Doc!ccyl Benzene 

Plastic Intermediates . 

---------------
Rupees 
crores 

3'47 

2'78 

The imports are likely to be materially reduced when the 
capacities licensed and under implementation will materialise in the 
course of the next 2-3 years. 

Exports of Petro-chemicals 

4.3. Petro-chemical intermediates are also 'being exported from 
this country in sma.}} quantities. The major item of export during 
1970-71 was Polyethylene the export of which was during that year, 
of the order of nearly 8000 tonnes valued at Rs. 2.06 crores. It is 
stated that the exports during 1969-71 were mainly due to limited 
indigenous demand vis-a-vis availability. As regards the potentia-
lity of export of petro-chemicals, it is stated that, with a view to 
achieve the economies of scale, the petro-chemical plants being set 
up are of large size and as such there is a possibility of surpluses 
of production in the early years of their commissioning leading to 

. exports of products. But such exports, it is stated, would be limited 
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to a period of 2-3 years till internal demand picks up. However, with 
tpe development of the petro-chemical industry, the processing in-
dustries producing fin~she.d. prod!l~ts would receive a fillip and the 
.export of processed goods is likely to increase. 

B. Distribution of Petro-chemicals 

Availability of Imported Petro-chemicals 

4.4. Complaints have been received by the Committee that the 
<!orrect grade of imported petro-chemical raw materials is not made 
available to the consumers by the State Trading Corporation in time. 
Besides, delivery orders are issued at warehouses which are far away 
from the location of industries. A note furnished by the Ministry 
-of Petroleum and Chemicals in this regard states: 

"In all cases consumers are consulted to find out the exact 
qualities and grades required by them. This is done 
through various Advisory Committees set up for this pur-
pose for major products and of which representatives of 
industries are members. I In respect of the items mention-
ed in the list, no quality complaints from actual users 
have been received. 

Delivery orders are issued on our warehouses at three main 
ports viz., Bombay I Calcutta I Madras depending on which 
zone the unit of the consumer is located. In case, of all 
the petro-chemical raw materials (handled by the State 
Trading Corporation namely, DMT, Caprolactam, Para] 
Orthoxylene and Xylene) the questiO'n of sales ex-ware-
houses does not arise as sales are made on high seas." 

Regulation of distribution 

4.5. It has been suggested to the Committee that the Petro-che-
-mica! raw materials of which there is a chronic shortage in the 
country should be brought under the Essential Commodities Act, 
their price should be controlled and that these should be made 
available to priority industries first and then the balance should be 
made available to non-priority industries. Asked to offer his com-
ments during evidence, the representative of the Ministry of Petro-
leum and Chemicals stated: 

"Even without price control, it should be possible to ensure 
suply to genuine priority industries. On the price side, 

\ 
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the Ministry IS . watching' the prices and so far, our im-
pression is that there are no serious aberrations in the 
prices of petro-chemical' ·prOducts. . Large scale' production 
which is going to come Into being in the next two and a 
half years . will' ensure better availability,and in the 
meanwhile, some import is being allowed on actual users' 
basis. The Essential Commodities Act can certainly be 
used but if the situation requires it. We see no particular 
difficulty in the next three or four years particularly when 
the Gujarat complex goes into production. The marginal 
shortages that may occur in some of the plastics can be 
made by manipulating the import trade control policy." 

CallPli&ation of Imports 

4.6. It has been suggested to the Committee that the imports of 
petro~hemicals and the distribution of the imported material, which 
is at present being canalised through State Trading Corporation .. 

, should. be handled by th~ Indian Petro-Chemicals Ltd., which is ex-
pected to know more intimately the technological, packaging and 
ha,ndling problems involved in the import!distribution of these 
materials. Besides, it would enable the IPCL to' build-up a market-
ing Organisation and gain market experience which would be inva-
luable when their products are ready for marketing. This arrange-
ment was made earlier also when Mis. National Organic Chemicals 
(NOCIL) were allowed to import petro-chemical products pending 
the commissioning. of their own plant. On peing asked his views 

,on the suggestion during evidence, the representative of the Minis-
try of Petroleum and Chemicals stated:-

"We are entirely in agreement with the approach and we have 
moved in the matter. We, in consultation with State' 
Trading Corporatiorl and the Ministry of Foreign Trade 
are to see how this should be worked out." 

f ".7. The Committeeundersta~d tha,t MIs. National Orgaic Chemi.,. 
cals (NOCIL) were allowed to imp<!rt petro-chemical materials and' 
to market them in India pending the cC)mmissioning of their petro-
chemical Project at Bombay. They recommend. that on the same 

, Rrinciple. the impo~t 'of p'etro-chemicals and the distribution in the 
country of the imported materials, which are at present b~hlg hand-
led by the ~tate Trading Corporation. should be entrusted to the 
Indian Petro-Chemicals Ltd.-a Public Sector Undertaki11l-in order 

. to enable them to gain market experience and build up a marketing 
, organisation by the time their own products are ready for sale. 
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4.8. The Copunittee also BOte that the indigenous production of 
.-.etro-chemicals is DOt eatclUng up with the demand resulting in 
. shortages. Besides, its manufacture is confined to only a few units. 
Government should therefore, in consultation with the manufactur9, 
elevise a system of distribution under which the processing industries, 
'.which are mostly 'in the small scale sector, get their requirements 
'. raw materials direct from the manufacturers. Govern~ent should 
also see th'-t 'Rch a distribution system is observed by the manu· 
·f.durers in actual practice and that the materials are not allowed 
:to be comerd by intennediaries. 

C. Pricing of Petro-chemicals 

Increase in Price of Petrochemicals 

4.9. The prices of some primary and secondary petro.chemlcals 
bave risen sharply over the last three years as the following data 
,jndicates: -

(Rs. per tonne) 

Price on Price on 
1-1-1969 1-1-1972 

'Methanol 950 1350 (Rs. 1450 w.e.f. 
18-10-72) 

Phenol 3200 3750 
(Ra. w.e.r. 2920 39So 3455 

3502 I-II-72) 

. Ethyl(oe Glycol 3800 4300 

Polyethylene 4194 4792 
L. D. 4150 5400 

Po~ethYlene 3797 4329 (Rs. 4326 as on 
H. . 1-II-7z) 

. Polystyrene 
411'7 4282 (powder) 

(as on 1-1-71) 
-Nylon Yam 

~o Danier 
D Modlpan) . . 34930 319,0 

(a on -1-1-11) 

3703 LS-6. 



76 
Sipce ~ ,~e ~ -f.fl.W Rlat.erial. for the ctoWRstream unJts, the-
pr~r;te ~~ l\M ~ to "n over.u increase in . the prlees of 8 ....... 
iOQds based 011 theu raw_terialB. 

4.10. Asked to ~tate ~be rei,lSOns ~efefwapd 'Ule Mtion taJrehT 
Governments to ~eet the sit\,l,atjon ~d, r~~ the "ie.of at -.t. 
the primary and secondary petrO:"C~mic4lla, Gov~ have ..... 
written note furnis~ed to tpe COJ;1lmittee ~ ij)e pQSitiOD' ill re-
gard to Phenol, Ethylene Glycol, r~lyetby~, L.P. and B.D. aDd, 
Methanol as follows:-

PHENOL 

The production of this item was started in December, 1968. aDd 
pric:e ,prevailing on 1st JaIll.lary 1969 (Rs. 2,9201- per tonne) was .. 
depressed price because of contlpetitioo which the Indian firm had 
to face with imported phenol. The prices stabilised' wtthta II" 
months of the start up of production at Rs. 3;1001- per tonne and 
was maintained at that level till 1-1-1972 when a price increase to 
Rs. 3,5001- was effected. The price has been subsequently reduced' 
on 1-11-1972 to Rs. 3,4551- per tonne. The increase in prices has be-
come necessary because (Jf the increase in prices of raw materials 
(Benzene and propylene prices increased by 20 per cent and 21 per 
cent respectively) There was also an increase in the price Qf fuel 
(27 per cent) electricity (21 per cent) water (6 per cent) and! 
wages to the extent of 5G per cent. These have been reflected iQ a 
13 per cent rise in the price of phenol. In view of the restricted 
supply of this material and increase in prices, GovernmenthastakeD 
action to invite entrepreneurs to set up additional capacity for this 
item so that the prices would remain under control due, t(X; conI.-
tition. 

ETHYLENE GLYCOL 

The price has increased from Rs. 3;8001~ per tonne in 1_ fo· 
Rs. 4,7001- per tonne in January 1971. This has been brought dOWD' 
to Rs. 4,3001- per tonne in 1972. During this period; it lias ..... · 
reported by Mis. NOelL that their annual operating cost has been 
increased by Rs. 2.1 crores because of several factors such as inCl1e2lBe' 
in price of naphtha from Rs. 89 per tonne. to BlJ. 114 per toDJJei. 
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Increase in fuel coat and other raw material· aJlCl pl'CJCeaiDg COlt. 
The costs have also been high becauae of low oIf-t8ke resultIDg 
in partial utiliiatioo of the capacity. Government fa keeping a 
wakh on the stuation. 

LD. POLYETHYLENE 

The prices of L.D. Polythylene were reduced in 1969 (ex;-~" 
price of Alkali & Chemicals Corporation India exclusive of any 
duty was Rs. 4,1941- per tonne and ex-work price of Union Carbide 
was Rs. 4.130 per tonne). This price reduction had taken place 
because of large imports of polythylene (19,115 tonnes) in 1969. 
TheSe large imports resulted in accumulation of stocks and dis-
tress selling. After the reduction in import of polythylene, the 
prices again stabilised at original level of Rs. 5,400 per tonne ex-
cluding excise duty. However, in view of the increase in excise 
duty the consumer price increased although the price realised by 
Mis. ACCI did not change. In case of UCIL there had been a price 
increase from Rs. 4,7001- per tonne to Rs. 5,4001- per tonne This 
was because of the increase in naphtha and fuel prices. 

H.D. POLYETHYLENE 

The ex-factory price (excluding excise duty) has increased from 
Rs. 3,797 per tonne on 1-1-1909 to Rs. 4,250 on 1-1-1970 B.s. 4,212 on 
1-1-1971 and Rs. 4,3291- on 1-1-1972. The current price charged by 
the firm is Rs. 4,3461- per tonne (as on 1-11-1972). It may be stated 
in this connection that the price in 1969 was depressed because of 
substantial imports in 1967-68 (5,534 tonnes) and in HJ68-69 (2,532 
tonnes) . TPe H.D. Polyethylene was introduced for the first time 
in the market by Mis. Polyolefin Industries at the beginning of 1969 
and the prices stabilised at Rs. 4,212,1- per tonne in 1971 alter the 
market had developed and the competition from imported material 
bad become leu ..... . 

METHANOL 

........ The prices vary depending upon the quantity off4ake by 
diiferent consumers, low prices being charged from the bulk con-
sumers like formaldehyde manufacturers etc. . 

The Methanol pluntat Trombay is designed to produce 100 tonnes 
of Methanol per day or an annual production of 30,000 tonnes of 
Methanol. But due to in herent basic design defiCiency of the re-
former unit which could not generate reformer gas eqUivalent to 
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100 tonnes per day on a sustained basis, the foreign contractors for 
the Methanolpfant failed to demonstrate the performance guaran-
tee. The attainable capacity of the reformer section is only 00 tonnes 
per da.y equivalent gas for Methanol. The reformer catalyst used by 
the contractors also failed and did not show a guarantee life result-
ing in intermittent operation and consequent low production Becatlse 
of the failure of the contractors to perform the guarantees, F.C.!. 
have raised necessary claims against the contractors and the matter 
is now under arbitration. 

Because of the defiCiency in the plant as stated above, the pro-
dUction of Methanol has been much below the rated capacity. To 
improve the production, a new standard reformer unit of 125 tonne 
per day is being installed. To meet the increasing demand of th~ 
Methanol to some extent, production of Metha.nol has been aug-
mented since ~969-70 by diversion of the reformer gas from the 
Ammonia plant. Because of lower production and also due to con-
tinuous increase in ,the prices of raw materials and utilities, the cost 
of production of Methanol has been very high at Trombay .......• 
the cost at this level of production is Rs. 1216 per M.T ............ . 

The major consumers of Methanol are the formaldehyde manu-
facturers and therefore the prices applicable to them are more 
relevant for comparison. At the time when Trombay started pro-
duction, the price applicable to formaldehyde manufacturers was 
Rs. 950 per tonne ex-factory and this price continued till August, 
1969, even though the cost of production was very much higher at 
Rs. 2648 in 1966-67 and Rs. 1389 in 1967-68. In August, 1969, this 
price was revised to Rs. 1150 per tonne taking into account the 
landed cost of imported Methanol at about Rs. 1250 per tonne. This 
revision was also in keeping with the guidelines issued by the 
Bureau of Public Enterprises in the matter of pricing of monopoly 
products. Taking into account the increase in cost of production 
due to prices of raw materials and effect· of lower level of 
production attained due to plant problems and also keeping in 
view the landed cost of imported Methanol at Rs. 1460 
per tonne, the price was increased to Rs. 1300 per tonne 
from February, 1970. . ..... The cost of production in 1969-70 was 
Rs. 15i2 per M.T. In July, 1971, the price 'was again reviewed by 
F.C.land in the light of further increase in cost of production of 
about Rs. 49' per tonne consequent on increase in cost of Naphtha, 
the price for the major consumers was increased by Rs. 50 per tonne 
i.e. to Rs. 1350· per M.T. This price continue upto June, 1972 when 
the price was raised by Rs. 15 per M.T. at all levels to cover the 
incidence of frei~ht subsidies in excess of Rs. 220 per ;M.T. absorbed 
by the F.C.r. With effect from 18th October, 1972, the electricity 
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tariff for Trombay factory was increased by about 20 per cent on 
@ average and the incidence of the increase on cost of' methanol 
worked out to Rs. 16. Taking all aspects into 'consideration like 
consumers' ability to pay etc., F.C'!. Board decided that the 'maxi-
mum incidence of the increased electricity . charges may be loaded 
on the industrial products like Methanol, Ammonia, Nitric Acid, etc. 
In accordarice with the above decision, the price of Methanol was 
further increased by Rs. 85 per tonne for all levels with effect from 
18th October, 1972. The price applicable for the bulk consumers is 
therefor.e fixed at Rs. 1450 per M.T. At this price, the return on 
the gross capital employed at the level of production of 18000 
tonnes, works out to only 10 per cent which cannot be considered 
as high ........ " 

4.11. Dealing with the question of a sharp increase in prices of 
certain petrochemicals, the representative of the Ministry of Petro-
leum and Chemicals stated during evidence: 

"The main reasons for increase in prices of Methanol etc. nre 
increase in prices of Naphtha and fuel oil during the last 
two years. Naphtha price-Ex-refinery, Bombay was 
Rs. 78.46 per tollne in 1966 as against Rs. 144.12 per tonne 
in 1972. . ... The price of fuel oil has gone up from 
Rs. 198.82 per tonne in 1970 to Rs. 265.39 per tonne in 
1972. These are very steep rises in the price of Naphtha 
a'nd fuel oil." 

The reasons for this price rise in the case of Naphtha and Fuel 
on were, according to him rise in the price of crude oil and the' 
increase' in' excise duty. Replying to a question whether Govern-
ment was thinking of restructuring the excise duty on the source 
material for petrochemical~ he stated: 

"At the present moment, our view in the Ministry is that the 
petrochemical industries including the conversion and 
fabrication industries still afford enough scope for profit. 
There is no reason to change the duty structure on this 
account, we had recently examined the duty structure 
on fuel for purposes of fertiliser manufacture and the duty 
has been abolished. Therefore, the fuel oil price for fer-
tiliser prodUction has been brought down very consider-
ably. But in petrochemicals, I do not think that that 
situation has been reached when We should represent to 
the Ministry of Finance that the duty should be reduced." 
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As for the sharp rise in the wice of Met.baaoI being p10dueed b)' 

the Fertiliser CorporaiioJ;J, of huUa at their plaat at TrOJUba.y, U. 
representative of tb.e Ministry stated: 

"This may be Oft account of the higher production costs, the 
poor performance of the F.C'!. plant and the monopoly 
charader. If there were two other producers of it, tho 
picture may have been different." 

4.12. The foUowillg data furnished to the Committee indicates 
that iD. the cases of certain petrochemicals, the prices have gone 
down-in a few cases rather sharply: 

Phthatic Anhydride 

Synthetic 
~b~ 
(S-1,5OO/150%) 

p. v. C. Rc.-sins 
(S-65-2I I&S-70-1 I I) 

" (Cable & shoe Compounds) 

Plaauic8 (Suspended Grade Ro.sin) 

Nylon Yam (20 Denier Nirlon) 

" (76 Denio~r Nirlon) 

J. K. 

Modipon 

Price 
as on 
1--69 

54i6 

5700 

6250 

S1S0 

3700 

3700 

3650 
46280 

44680 

39000 

40450 

(Rs. per Tonne) 

Price Ptice 
IS on as on 
1-1-11 1-1-12 

3996 
4SOO 

4150 

4500 

4800 
4400 

3100 

3050 

2850 
38180 

38180 

34500 

38850 

This is stated to be on account of "competition amongst indigenous 
manufadurers." It is, however, obvious that there was a consider-
able ~gin of profit in, the original prices to absorb the sharp fall 
in pdces. During eyidence, the representative of the Ministry of 
Pet~oleum ao.d Chemicals was asked to state as to how, in the 
a.Qsew:e of free competition on a~unt of· restricted import and in-
dustrial licensing policies of Government, and rising demand, did 
the Government propose to ensure that the eldsting manufacturers 
diel not combine together aDd keep the prices unreasonably high. 
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In rep~ he stated that in some cases, as for instance Phathalic 
.Anhydride, the. prices crashed on account of "distress sales" because 
.lmport Trade Policy did not take into account the indigenous pro-
,duction and imports were allowed. In several other cases, for 
example Nylon Yarn, he said, tM prices were brought down by 
,competition on account of increased production. He, however, 
;admitted: 

"There is no doubt at all that in these industries .... profit 
margin is fairly high. BecaUse these industries grow 
gradually, the earlier units make a lot of profit. As new 
units come in, the older units are prepared to work on 
lower profit." 

4.13. 'the Coftlinlttee feel that since petrochemical intermediates 
;an' rflW lIIaterials for a large number of precessing indulltries, their 
,prices should not be left to be determilled by the forces of demand 
.aDd supply aloae. It is admitted that the ptoflt m.tela M the 
petrochemical industry is fUl'ly high. The restricted licensing 
poliey observed by GonlHICrlt lil ~ cUe of piettochemieat hldus-
'try leav~ the exlsti:Dir manafaduel'S M a domtaant p'Osition. This, 
-coupted witlt the risin~ dema«td for these materhlls, is bOund to keep 
the priees at an an •• Uy IUgh level at least tilt' such tini~ that 
DeWiy lieensed cllpMlties are actually coftmristdoiied which may 
-well taIN sever.1 y8ars. tr.1l1 now. GoverJinlent shoufd therefore 
take effective mealUJ'eS'to ensure tllat the prices chart6d for petro-
'~hemical intermediates are reasonable 1Ift'd, as far as posstble, intet-
uationally competitive and that no more than those agreed prices 
-are charged by tile manufacturers in actual pl'actice. To facilitate 
'ftlraticm. of a reasoJlabre price, Government may have the cost of pro-
-aactioa analysed in suitable cases by the Bureau of Industrial Costs 
.... Priees, on a priority basts. 

4.14. The Committee woul4' aho like to point out that import of 
·t=ertain petrochemicals e.,. Phathalic Anltydride and Phenol were 
-allowed even though preductiott capacity was avaRable in the COUll-

try compelli.g the iadilftOUS produeers to resort to dhtress sale of 
their products. The Committee would like GoVemmeaf to examine 
the matter in detail and inform them of concrete measures taken or 
Pi*Posetf to '* taken to o'vlafe r~utreDee of such instances which 
bad the effect of deJ)ressing growth of indigenous industry besides 
resulting in avoidable expenditure of forei(1l exchange. 

NEW DELHI; 

March 20, 1973 
Plultguna 29, li3~q4 (5)--:-

KAMAL NATH TEWARI, 
Chairman, 

Estimates Co'mmittee. 



APPENDIX I 
(See Para 1.32) 

Extract irom the Rep01't of the Working Group on Petrochemicar; 
Industry (1964) 

THE ROLE. OF 'PIE PUBLIC SECTOR 

(1) Petrochemical manufacture is highly capital-intensive, in-
volving rapidly chapging sophisticated know-how which has neces-
sarily to be backed up by continuing research a~d pilqt-pl~nt stud-
ies,. scientific andtechnltal personnel trained in 'production' a:Qd aP:' 
plication technology;. and dynarttic· marketing, '" .'. . 

T~e ~resent consumption. of a ~wide variety of ~etrochetnical! 
produc,ts . is small, partly t~rough limited availabHityr,bUt its i·nereas··· 
ing rapidly and the potential demand AS enormous. It will, however;. 
take some time t.o ~Ilcr~se production and simultaneously teach' 
fabricators bow to convert pet~ochelnicals into marketable products . 
confirming to ,standard, lIPecifications ... Plants are highly 'susceptible-' 
to economies of scale and it is clear that for some years to"come tbe' 
size of the ,market for 81 wide range of chemicals will justify onlY"" 
one unit whicl;l. will occ\lPY. a domin~t position and feed a number' 
of competing fabrication units. 

Thezpanufaturing schemes recommended call for majo.r invest---
ment In the eredfon of basic units-Olefins plCj.llts-around which 
there 'will ha,ve to be a complex of other plants' to convert th4!' 
'buildingsb16cks' produced into resins; dete~gents, fibre inter-· 
mediates etc. Significant economies can be achieved' by integrating 
off-site services ,<utilities, electricity, distribution, mainten~nce etc.) 
and exchange of feed-stocks between the many cohlponent units in 
a complex; further substantial economies can be achieved by integ-
rating a refin~ry, ammonia. plant and petrochemical manufacturing-
schemes in the new sites to be developed. . 

(2) . The preceding paragraph serves to provide tl~e e~onomic . anci 
tecpnical context hi which,,~he,. role of the. public sector ~eed~ to be..-
judged. The follo~ingbasic ·~r.inciples are suggested: .. 

(a) The sites suggested for development of major petro-
cham ic al activities a,re such that substantial economles. 
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can be achiev~ through the integration of refinery, 
am~onia . plant and petrochemical man\lfacture. Such. 
integration requires the presence of a cQ-ordina.ting_ 
a~ency to initiate development, plan ahead, assure fair 
pricing and also to 'pick-up' certain component units 
which, if they QO not move ahead simultaneously, could 
hold up the entire complex of plants. The Public Sector 
could play this role and in certain circumstances may have 
to do it. 

(b) Aromatic and Dlefins plants are closely linked with re-
finery operation. In the sites where the refineries a.re-· 
owned by the public sector, it may be advantag~ous for 
such petrochemical plants to -be also similarly owned. 
This would ensure: 

(i) that the higher returns anticipated from petrochemical 
plants compensa.te for the low price obtained from the 
supply of feed-stocks from the refinery; 

(ii) non-discriminatory pricing of raw materials produced 
from such petrochemical plants and used by a Jarge 
number of other public and private sector industries. 

(c) In regard to down-stream units: 

(i) the public Sector should ha.ve significant participation" 
in units whose production caters to the needs of a large 
number of competing manufacturing units to ensure 
fair pricing; 

(ii) profitability in basic units (BTX and Alefins plants) is· 
vulnerable to the operation of down-stream units. 
Participation (in varying degrees) in down-stream 
units can reduce this vulnerability, and ensure a fair 
share in the higher profitability generally expected in, 
such down-stream units. 

',' 
The precise pattern and extent of participation of the Public 

Sector judged approriapriate at any particular moment of time 
would be influenced by-

the overall merits of the processing schemes and availability 
of process know-how, and availability of foreign excbangeL 
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(a) The ultlA\atfe objeetive' of a Public sector in Petrochemicals 
::MlD8ld be to evolve a fully mtegrated organisation with its own 
.~tellce iJl-

process evaluation 
pro-jeet deJigD and process ·engineeriAg 
research aad piJm p1am stndiea 
plant operation 
application technology and technical service 
distribution and marketing . 

. SUch an OI'ganisatlon can develop only gradually but the objective 
IIIIISt be' clear at the start so that each step is taken in the right 

..-time. 



APPENDIXU 

(See Para 2.15) 

Petrochemical RTojects approved by Government but yet to be 
tieenml (As fft July, lr12). 

Name of the company Item Capacity 

2 

Letter of 
intent No. 
aad date. 

4 

Status 

s 
(A) Cmtrar Public Sector 

J. Indian Petro-- Synthetic 
chemicals Corp. Rubber 

2O~ 11-7-1972 
T/annurn 

Investment ap,roval 
gi ven; foreign coUa-
boration pro})08l1a 
appnMad lad lellter 
of iateat iaNtd. 

Ltd. 

Dete1'1lent 
Alkylate 

Polypropy-
lone~ 

Acrylonitrile. 

Acrylic Fibre 

30 ,000 
T/annurn 

l~QOO 
TfaMum 

Polyethylene 40,000 
L. D. T/annwn. 

Ethylene·GIy- 20,000 
col T/annum 

85 

6/~/'Tf...ca •. I. IDV.auneDt approv.l 
Dc. 14-3--p. accorded; foreiln 

3/73/71-Ch. I 
Dt. 14-3-72. 

612/70-Cb. I 
Dt. *5-71 

collaboration pro-
posals 1pp19ue.i. 
Beller of intent 
issued. 

Investment approval 
accorded; foreign 
collaboration pro-
posls· approved. 
Letter of intent 
issued. 

Investment approval 
accorded; foreiln 
collaboration pro-
posals approved. J 

IO,l47171-Ch.I Investment applOVal 
Dt. 14-3-72. accorded; foreign 

I7-II-1971 

6II9/7I-Ch. I 
Dc. 14-3-7Z. 

collaboration pro-
poaa1s approved. 

Investment approval 
accoMed; furciln 
collaboration pro-
posal. approved. 

Investment app!1Oval 
accorded; forei an 
coIlabo.radOD' pro-
posls approved., 
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I 2 3 4 

2. New Corpora-
tions to be formed 
between IPCL and 
VVeavers' ()o-opera-
tives. 

I r .["" . 
Polyester fila-" 3500'7000 
ment yarn. T/annum. 

3. FCI for plant in Methyl Metha-
Assam. crylate Mono-

merH.C.N. 

6000 3faS/70 Ch. I 
Dt. 6-5-72 

(B) State public SICtor/joint sector/Private sector 

I. Shriram Vinyl In-
dustries Kota. 

P.V.C. ~pansion to ao,ooo 
from 13,200 
T/annum. 

S 

Investment approval 
accorded. Letter of 
intent to issue. 

Feasibility report 
submitted. Foreign , 
collaboration pro-
posals awaited. 

2/4S/64 Ch. I. 
Dated 25-6-1965. 

2. Polyolefin Industries H, D. PolYl:thy Expansion to 30,000 3/26/69 Ch.I 
Thana. lene from 20,000 dated 4-2-72. 

T/ulnum. 

3. National Rayon Nylon tyre cord. 2200 T/annum 
Corp. Bombay. 

4. State Indu. COrp. Nylon filament 2,100 T/annum. 
of A; Pradeeh. yarn.' 

Mysore . Do. 2,100 Do. 

Kerala 

Punjab 

TamiiNadu 

Assam 

Orissa 

Bihar 

Gujarat 

, Haryana 

Madhya Pradesh 

5. Nirlon Synthetics 
Ltd. 

6. Garware Nylons 

7. Modipon Ltd. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

a~IOO Do. 

2,100 Do. 

2,100 Do. 

2,100 Do. 

2,100 Do. 

2,100 Do; 

2,100 Do. 

2,100 Do. 

2,100 Do. 

Exp. by 1320 
tonnes/annum • 

Exp. by 1840 
T/annum. 

Exp. by 2000 
T/Annum. 

10/16/66 Ch. I 
Dt. 30-II-66. 

10/97/70 Ch. I 
Dt. 28-12-71. 

10f7/;1 Ch. I 
Dt.29-12-71. 

10/88/70 Ch. I 
Dt.29-12-71. 

10/92/70 Ch. I 
Dt. 29-12-71. 

]0/]07/70 Ch. I • i 
Dt. 29-12-71. 

]0/99/70 Ch. I 
Dt. 29-12-71. 

10/125/70 Ch. I 
Dt.29- J 2-71. 

10/]62/70 Ch. I 
Dt.29- J 2-7T. 
10/157/70 Ch. I 
Dt.29-12-71. 

10/137/70 Ch. I 
Dt.29-12-71. 

10/89/70 Ch. I 
Dt.29-12-71. 

10/]90/70 Ch. I 
Dt. 29-12-71. 

10/124/70 Ch. I 
Dt.29-12-71. 

10/IS4/70 Ch. I 
Dl. 4-3-1972. 
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1 
2 ~ t;: J' I;. ",' •• / 3 

8. Garware Nylons . Polyester filIiment 
yarn. 

9. Durgapur Chemi- Phthalic Anhyd. 
cals. ride. 

iIO. Mysore Petroche- Do. 
cals Bangalore. 

u. Chemidye, Madra. Do. 
. .' 

12. East Anglia PI as- Do. 
ties Calcutta. 

3300 T/annum. 
(Exp. 6600 to 
9900 T/annum. 
recently issued) 

6000 t/annum. 

6000 T/annum. 
.. 

6000 TI Annwn 

. 13 •.. Gujarat Industrial Methyl Methacry- ..5000 
Investment Corp. late 

Do. 

P.M.M.A. . {~ 
HeN 3300 

14- Kanoria Chemicals MMA 5000 
HCN 2200 
PMMA 2S00 

IS. Gannon Dunlterlay MMA 5000 
PMMA 2500 
HCN 3000 

4 

10/2/71 Ch. I. 
Dt. 10-3-1972. 

Dated 29-S-1972. 

Dated 19-4-1971. 

Dated 2-4-71. 

_ 3(aS) 70/Ch •. I . 
Ot. 6-S-1971 . 

~27)/70ICh. I 
t. 6-5-1971. 

~34!70 Ch. I. 
t. 6-S-71. 

s 



APPENDIX m 
(Su Para 2.28). 

Petrochemical projects licensed and under implementation 
(48 on. 1-7-1972). 

S. Nale of the party 
No. 

I 3 

Licence No. & IJcenaed 
date capacity 

in toDnes 

4 S 6 

A. Cmt1'al Public Seaor 

I IPCL. 

2 IPCL. 

DMT 

O-xylene 
M-xylene 

Ethylene 

Propylene 
(Polymer 
Grade) 

PrQPylene 
(Chemical 
Grade) 

Butadiene 

Benzene 

3. FCI, Trombay . Methanol 

4 FCI, Haldia. . Methanol 

Dt. 28-5-1968 
} LfI 9(2)/3/68 

L/!9(2)/12/72-
Ch.l. 

Dr. 1-6-72. 

L/18(I)/I/7I-
Feru. II. 
Dt. 25-310 

24,000 

2l"OOO 
2,$00 

130,000 

43,300 

22,000 

23,600 

Expected to be in pro-
duction in 1972-73. 

Under construction. 

37,500 Expansion for 
30,000 to 31,500" 
approved & under 
construction. 

L/18(J)6/71- 41,250 
Fens. I. 
Dt. 21-12-71. 

(b) StQu Public Sector/Joint S,ctor/PrifJ/Jte Sect", 

1 GSFC . CaproJactam 

2 A hmrdabad Mfg. P. V. C. 
& Calico Pt •• 
Bombay. 

L/19(2)/S-11 
Ch.l. 
Dt. 11-1-72. 

L!19(4)/7/67-
Ch. I. 
Dt. 9-6-67 

88 

20,000 Under erection & ex-
pected to the commie-

sioned in 1973-74 

20,cCO Expansion from 
3600 to 20,000 ton. 
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r 6 

,. Chemic:als & PIu- P.V.C. L~1J(4)/IO/70- 20,000 Exp. m:a ~ too 
dc:a Mettur. • I. 20,000(13500 ahead)" 

Dt. 30-1-10. inatd.) 

.... Plaedc Ream. A P.V.C. L'1~)/7/61- la,ooo 
~~~.'t,ti- ~. 
conn. Ot. 21-6-61. 

S· HbJdulWl Poly-
men Ltd. 

5tyIeDc 1./~4(2) 61-
h. r. 10,000 

ot. 15-2-61. 

6. Sluee Synthetics Nylon filament L/23'i'IO/68- l,lOO 
Ujjain. yarn. Ch •. 

Dt. 1-8-68. 

7. Stretch Fibres, Nylon bilament L/23/t2-66 540 
Bombay. yarn. Ch .. 

, dated 16-5-66. 

8. Guptalon 
Ludhiana. 

Ltd. Do. LI2315-I7/71 
Ch. I. 

1,000 

dated IS-3-71. 

9· Gujarat Polyamidct Do. L/2?o/SIM-I93 1,800 
60 

dated 16-2-60 

10. Arthur Import & Do. L/23151M/193 1,100 
Export Bombay 60 

Dt. 19-2-60. 

II. Garwarc Nylons . Do. L123/S/14/70- 2,000 Exp. from 7S6 to 2O«J' 
Ch. I. tons under implcmcn-

Dt. 24-1070 tation. 

12. Modipon Ltd. Do. L/231s/nI70- Exp. from 1800 10l 
Ch. I. 2200 tOMes. 

Dated 28-3-70 

13· Shriram Fibres Ltd' Tyre Cord. L'2~S/19-7I 2,000 
C . I. 

dated 22-1-72. 

14- Indian Organic Polyester Sta- LI23/)'12/70 6,100 
Chemicals pic Fibre Ch .. 

Dt. 22-4-70 

IS· Ahmedabad MfS' & Do. Lt:.:/i!16170 6,100 
Calico Pnta. Mills 

Dt. 24-10-70 

16. SWadeshi PolyteX Do. L/23'S/IS/70- 6,100 
Ch. I. 

nated 7-10-70 

17. Chemicals & Fibres Do. L/23'S/IS/71 6,100 Exp. from 4,Soo to-
(I) Ltd. Ch .• 6,100 tODDee. 

Dt. 3-2-71. 

lB. J. K. Synthetics Acrylic fibre. LI23/S/63/Ta 
(D) 64 

Dt. 9"3-64. 

4,000 
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I 2 ~ 4 5 6 

19. Assam Petro-Che- Methanol L/19(2)/6!71- 7,000 
mica1s Ltd. Ch. I. 

Dt. 10-2-71 

20. Herdillia Chemi- Phenol L/I9(2)12/6S 15,000 Exp. from 10,000 to 
cals Ltd. Ch. I. IS,ooo to be imple-

Dt. 22-3-65 mented. 

21. Durgapur Chemi- Phenol L/I9(I)/4I/No 6,600 Exp. (robe 3300 
cals Ltd. Ch. 1/61 to 6600 to imple-

Dt. 5-5-61 mented. 

22. Durgapur Chemi- PhthalicAnhy- L/I9(W4I/NU 6,600 Exp. from 3300 to 
cals dride. Ch 1 6 I 6600 to be imple-

Dr. 5-5-61 mented. 

23· Suhrid Geigy Do. L/19(2)t/69 6,000 Exp. from 3000 to 
Ch.1 I. 6000 tonnes under 

Dt. ,-II-69 implementation. 

--- -----
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APPENDIX VI 

(See Para 4.1) 
Irn,ports of major Petro-chemicals in India during the years 1966-61, 

1967-68, 1968-69, 1969-70 and 1970-71. 
Quantity: Tonnes; Value: Rs. lalths --------.-.. 

SI. No_ & Items 1966-67 1967-68 1968-69 
------ ----- ----Qty_ Value Qty_ Value Qty. Value 

1. Acetone 2096-40 31 -33 2171-52 48-74 437- 84 9-27 

2. Alkyl/Dodecyl 
Benzene 1483-27 21' 39 1615'84 29'51 4005'33 70'61 

3· Ethylene Glycol 2065'46 42-21 2716-03 61'66 2382'08 44'26 

4- Methyl Alcohol . 5221' 34 42'92 4748'47 44'44 5395'42 32-45 

5· Acrylic Resin/ 
Polyacrylate and 
Polymethyl Me-
thacrylate Moul-
ding Powder 1077-99 59-45 223 1'12 103'79 2408-53 92-57 

6_ Polythylene Resin 
Compound (H.P.) 263-53 7'99 5956'40 152'5° 19I15- 35 332'84 

7- Polyethylene Rasin 
Compound (L.P.) 1761' 79 53'91 5534'20 157' 10 2532'59 51'64 

S, Polypropylene 792'55 23'77 1424'71 41'95 1068'S5 29'52 

9, Polystyrene Moul-
ding Powder • 576' 17 14'30 1919 78 43'97 1777-71 38'10 

'1O, Polyv:nyl Chlo-
ride Comp./P.V.C, 

4750'76 4,14'28 128'54 Resins 2419'21 78'98 140-87 

II, Acrylic Fibrel 
Tops' 153'64 19'75 299' 50 30'65 326'63 25'58 

u, Acrylic Filament 
Tow for Fibre 31' 13 3- 10 91'15 6'77 

13· Polymide Fibre 23°'31 26-71 361'26 36'27 106'38 9-00 

14· Polyester Fibre 321'55 34·,8 364-12 31'86 S73'64 45-96 

15, Polypropylene 
Neg. Fibre 0-71 

16, Other ftbres-
carded-not-carded, 

6-07 318'8) combed 122- 23 8-95 59' 54 20'49 

17· Synthetic Rubber' 5857'14 235'41 2852'24 149'67 2398'66 138'57 

101 ~ , . ....... 
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INDIGENOUS 
CAPACITY 
T/Annum 

81. No. & Items 1969-70 1970-71 In Lice-
opa- nsed/ 

Qty. Value Qty. Value ration Appro-
ved 
(unier 

Imp,) 

I, Acetone 0'31 0'02 22'6 2'00 21500 

2. Alkyl/Dociecyl 
Benzene 31)61'28 68'24 6995'05 104'25 30000 

3, Ethylene Glycol • 473'66 13'22 23'50 1'00 10000 20000 

... Methyl Alcohol • 6'68 0'98 995'10 10'05 33000 56000 

,. Acrylic Reain! 
Polyacrylate and 
Polymethyl 
Methacrylate 
Mouldin, Powder 1223'38 67'88 1033'75 52'32 20000 

6. Polyethylene ReaiD 
Compound (H.P.) 2069' I2 40'35 309'76 9'80 26-27000 80000 

7· Polyethylene Rlllin 
Compound (L.P.) 288'75 6'42 37'22 1'76 20000 10000 

B. Polypropylene 903'17 29'23 603'09 21'03 30000 

9, Polystryene 
388, 12 9'96 174'86 Moulding Powder 5'23 17500 

10, Polyvinyl Chlo-
ride Comp./P,V.C. 

40'!!7 Resins 1014'62 699'73 39'70 51000 41000 

11. Acrylic Fibre/ 
Tops' 15'90 1'37 195'27 16' 18 16000 

12. Acrylic Filament 
Tow for Fibre 28'98 2'53 38'97 3'77 

13, Polymid fibre 150'31 12'98 JI7'20 II'OO 15000 33000 

J4, Polyester fibre.J • 1223'40 97'34 3097'80 227'00 5000 31500 

IS, Polyoropylcne 
Fibre 5000 

16, Other fibres car-
ded, 'not carded, 
combed ~27' 17 27'72 1500 '31 87'85 

17, Synthetic Rubber 4148'67 214'96 5008'49 277' 54 30000 20000 
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L-%port 01 Selected Petrocltnreical It_ d"";'" 
1968-69, 1969-70 and 1970-71 

(Value in RI. 1atha) 
(Qty. in Tonne.) 

Items 
1968-69 1969-70 1970-11 

Qty. Value Qty. Value Qty. Value 

I. P.V.C. IS9I'I u'6 J74'3 3'0 :100'0 3'0 

2, Polyethnene 
(LD& D) S840'3 120'4 1271S'1 301'0 7912' 6 so6'o 

3· Polystyrene , 26'1 0'6 641'1 12'0 9U'O so·o 

4· Nylon Filament 
(Polyamide Fibre) 6'4 0'3 

S· Bthylene Glycol 4'J 0'1 S12'1 6'0 491'6 4'0 

6, Acetone 84'2 0'9 1004'2 S'O 400'0 4'0 

7· Methanol 
(Methyl AI-
cobol) , SO'9 0'6 4SS'I 3'· 840 'S 11'0 

8, Phthalic 
Anhydride 10'0 0'3 

9· Plastic Pro-
cessed Good. 398'0 490'0 S19'O 

TOTAL S42'8 820'0 127'0 

Total all chemicals 
(Sec. S) 2370 ';1 3030'1 363"2 

Source: I. Monthly Statistics of Fore.;rx; Trade of India (Itena I to 19) 
2. The Plastics iIr: Linoleum xport Promotion Cowtcil (Itena JO) 



APPENDIX VII 

Statement showing Summary of Recommendations I Conclusions 
contained in the Repcm 

·S. No. Reference'to 
Para No. in 
the Report 

--------
1 2 

1 1.12. 
I 

.... : ... "i; 

,,-. (, .. "" .. -
, ...... '.~!' ... ~~ •• 

2 1.13. 

'II ---
Summary of Recommendations/Conclusions 

The Committee are con,trained to observe. 
that the production in India of plastics, syntqetic 
fibres and synthetic rubber, which are based on 
petrochemicals, is pitiably low. The r~tt! of 
,growth of production and .,consumption of petro-
chemical based goods in other countries suggests 
the importance being attached all the world o.ver 
to this field of industrial activity. In India the 
importance of petrochemical was realised very 
late and until recently the petrochemical raw 
materials were being entirely imported. Even 
~fter the importance of petrochemical industry 
came to be appreciated, the development of the 
industry has not been as speedy as it should have 
been. The Committee stress that Government 
should take concerted steps to accelerate the 
development of this promising industry which 
can contribute significantly towards industrial 
growth and generation of employment opportuni-
ties. 

The Committee regret that the Fourth Plan 
document failed to lay down the capacity and 
production targets for basic and primary petro-
chemicals while it provided for some interme-
diate and tertiary products. They are informed 
that the demand parameters for these materials 
were available to the Ministry of Petroleum and 
Chemicals and were kept in view while licensing 

-----_._._---_._._---- ....... _--------_ ........ _-------_ ..... _---
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1.14. 

1.15. 

1.17. 

industrial capacities during the Fourth Plan 
. period. The Committee, however, feel that firm 
targets for all the petrochemicals should have 
been laid down in the Plan document itself so 
that these were known to the people. The Com-
rrHttee recommend that in formulating the Fifth 
Plan, a detailed and systematic study should be 
made of the industry and physical and financial 
targets worked out for the primary, secondary 
and tertiary petrochemical materials. These 
should be included in the Plan document itself 
so that the public is aware of the broad features 
of the production plan for the Fifth Plan period. 

The Committee note the assurance given by 
the representative of the Planning Commission 
that detailed studies made by the Planning Com-
mission or its Committees[Study Groups on the 
basis of which the Fifth Plan targets and related 
provisions are made, would be considered for 
publication in the form of a compendium volume 
of the Fifth Plan document for information of 
public and hope that it would be implemented. 

-The Committee note that the list of' Core 
Industries in the field of petrochemicals is not 
sufficiently realistic. They feel that the Plastic 
intermediates. i.e. P.V.C., Polyethylene, Polysty-
tene and Polypropylene industries, and some of 
the organic petrochemicals are also of 8" basic 
nature as they produce raw material for a large 
number of processing units in the country. They, 
therefore, recommend that Government may 
examine the desirability of including these in-· 
dustries in the Core Sector so that they receive 
due priority in the matter of development. 

The Committee do not quite understand why 
the industrial units producing Thermoplastic· 
Resins had to wait for more than 9 months' 
before the relaxation in licensing policy to secure 

----------"At the !ItaR~ of factual verificntion. Government h~vt> stat.ed thnt the list of Core 
Industries has heen revised Vide the Ministry of IndustrIal Development PreSH 
Note dIlted 2n,l Febr'Jary, 197::1 (0 'nclu('e 1l1ter-alia Synthetic Resins anct Plast'cs 
anj Synthetic Deterp;ents. 
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fuller utilisation of installed capacity. announc-
ed by Government in January, 1972, was made 
applicable to them. The delay in taking the 
decision shows that either the Ministry of Petro-
leum and Chemicals were so long not aware of 
the gap between the demand and production of 
these petrochemicals so as to appreciate the 
urgency of augmenting production in that field 
or that they were doubtful of its economic im-
portance. The Committee feel that perhaps the 
shortage of these resins being experienced this 
year would have been considerably less if the 
relaxations were made applicable to them earlier. 

The Committee are greatly disappointed to 
observe that the rate of growth of petrochemical 
industry in the Core Sector has been nil during 
the first three years of the Fourth Plan period. 
In respect of DMT, Caprolactam and Acryloni-
trile, which are synthetic fibre intermediates, no 
capacity had been installed upto 1971-72 while 
the Plan originally envisaged sizeable production 
of these materials at the end of the Plan period. 
In the case of Synthetic Rubber, by 1971-72, 
even the approved capacity was much below the 
production target for 1973·74 and that too re-
mained to be installed. The capacities for DllT, 
Acrylonitrile and Synthetic Rubber are licensed 
to Indian Petrochemical Corporation-a Publil 
Sector Undertaking and are a part of the Gujarat 
Aromatic I Olefins Projects. The capacity for 
Caprolactam is licensed to Gujarat State Ferti-
lizer Company-a Gujarat State Joint SectQIF 
Undertaking. The Committee have subsequently 
in Chapter III of this report commented upoa 
the delay in the commissioning of these project.. 
Here, they would like to point out that Oil 

account of non-realisation of the production tar-
gets in respect of these industries, which produce 
raw material for the down-stream units, the 
growth of processing industries, which beia, 
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largely in the small scale sector are employment-
intensive, has been stunted and the pressure 
on foreign exchange required for imports of raw 
material for feeding the existing down-stream 
units is unnecessarily maintained. 

The Committee also find that as a result of 
the mid-term appraisal of the progress of the 
Fourth Plan achieved upto 1971-72,. the Planning 
Commission has scaled down the capacity and 
production targets for the Plan. The Committee 
are averse to the scaling down of the targets 
withou,t the reasons therefor being fully explain-
ed. The Committee see no reason why the tar-
get in this field, vital to industrial growth and 
generation of employment potential, could not 
be achieved by integrated and detailed planning 
in advance and timely concerted measures in 
implementation thereof. While the Committee 
underline the need for laying down the plan tar-
gets on a more realistic basis, they consider that 
slow progress of the Plan should attract timely 
notice and, instead of resorting to the easy course 
of scaling down the targets, the implementation 
machinery should be geared up for redoubled 
effort to improve upon the past performance SO 

as to achieve, in the remaining years of the Plan, 
the targets originally laid down. 

The Committee desire that Government 
should make an intensified effort to achieve 
maximum progress in the development of the 
petrochemicals industry during the remaining 
period of the Fourth Plan so as to reach as nearly 
as possible the targets set down in the plan. For 
the Fifth Plan, the Committee trust, the targets 
of capacity and production would be laid down in 
detail preferably year-wise, keeping in view the 
vital importance of these materials for industrial 
growth and generation, of employment oppor-
tunities. 

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



-
1 2 

1.26. 

10 1.27. 

11 1.28. 

108 

3 

The Committee consider that the long term. 
remedy for shortage of industrial Alcohol does· 
not lie in discouraging the setting up of petro-
chemical units based on Alcohol but in finding. 
ways and means for increasing the availability 
of Alcohol for industrial purposes. They regret 
that the Ministry of Petroleum and Chemicals, ' 
which is responsible also for molasses, did not. 
take adequate measures in time to increase the' 
availability of molasses for the production of in-· 
dustrial alcohol. They feel that if proper atten-
tion had been paid to the pricing and storage of' 
this commodity, and a statutory allocation made 
for the production of industrial alcohol, it WOUld' 
have gone a long way in meeting the demand' 
for the production of industrial Alcohol. 

The Committee would also like to reiterate' 
in this connection the recommendations made by 
them earlier in Paragraphs 1.75 and 1.76 of their 
27th Report (5th Lok Sabha) on Sugar and 
Vanaspati that the price of molasses used for the 
production of industrial alcohol should be con-
trolled and that the control of molasses should' 
be transferred from the Ministry . of Petroleum' 
and Chemicals to the Ministry of Agriculture: 
(Department of Food). 

As regards the shortage of Thermoplastic 
Resins, which are being used as raw material by 
a large number of industrial units mostly in the' 
Small Scale Sector. the Committee feel that the' 
situation could have been avoided by a more' 
realistic projection of demand and timely action 
to meet the impending gap between demand and' 
availability. They recommended that Govern-
ment should take energetic steps to increase the' 
production of Thermoplastic Resins by speeding' 
up the implementation of the existing licences' 
issued or, if necessary, by licensing more capa-
city. 
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1.35. The Committee have, while exammmg the 

1.36. 

2.12. 

progress of the Gujarat Oletins Project in a sub-
sequent paragraph, commented upon the shift in 
the policy of the Government in regard to the 
setting up of the down-stream units which was 
partly responsible for the delay in the com-
missioning of the Naphtha Cracker on which the 
development of the petrochemical industry 
largely depends. 

The Committee are aware of the general 
uncertainty in regard to the role of the public 
private sector that has persisted in the Fourth 
Plan, in the petrochemical field and they feel 
that it has arisen precisely because, as admitted 
by the representative of the Government before 
them during evidence, Government had not 
taken a Hfirm" decision as to whether the petro-
chemical industry would be in the public or pri-
vate sector and the decisions taken in this regard 
have been on ad hoc basis. The Committee 
recommend that Government should clearly 
state the role of the Public &.>ctor in the deve-
lopment of petrochemical industry during the 
Fifth Plan period keeping in view the overall 
plan targets to be achieved, the financial resour-
ces available for investment in the public sector 
in terms of plan priorities, technological resour-
ces, and feasibility of implementation of the pro-
gramme in the public sector during the plan 

~ period. Governme'nt should also precisely define 
the areas in the field of petrochemicals where 
the participation of the private sector would be 
permissible during the Fifth Plan period and 
publicise the same for general information so as 
to attract competitive proposals for the develop-
ment of the. industry in the shortest time. 

The Committee are unhappy to note that. as 
on 31st October, 1972, out of 138 licence applica-
tions pending with the Ministry of Petroleum and 

--------_.- .--------.-....... . 
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Chemicals, as many as sa were more than one 
year old. The plea that consideration of applica-
tions for licensing of Industrial Units in the 
Petro-chemical field takes a' longer time 
in the Ministry of Petroleum and Chemi-
cals because of some special considerations. 
namely, selection of proper process, availability 
of raw material and larger number of applica-
tions, is not convincing. The selection of proper 
process and availability of raw material are nor-
mal considerations on which all licences ar~ 

issued while it is not only in the petrochemical 
field that the number of licence applications are 
large. The Committee have a feeling that the 
main cause for delays in processing of licensing 
applications by the Ministry of Petroleum and 
Chemicals, apart from the dilatory procedures, 
is that the Ministry is involving itself rather too 
much in the technical appraisal of the cases, 
which is really the function of the D.G.T.n. 

The Committee are greatly concerned that in 
the field of petro-chemicals, where there has been 
phenomenal technological development elsewhere. 
the mere process of examining the licensing 
applications and bringing them up before the 
Lice.nsing Committee should have been subjected 
to such excessive and persistent delays. The 
Committee would like to point out that, as ad-
mitted in the course of evidence, D.G.T.D. which 
is the technical wing of the Government, has the 
requisite expertise in the field of petro-chemicals 
and that the. Licensing Committee itself has re-
presentatives from aIr the Ministries/Depart-
ments and the other bodies concerned with the 
issue of industrial licences. The Committee, 
therefore, feel that the entire procedure adopted 
for processing of applications in the Ministry of 
Petroleum and Chemicals needs to be reviewed 
at th0 highest level to avoid duplication and to 



1 2 

16 2.14 

17 2.19 

111 
---------------------------.. _--- ----

3 
------- ----

lay down realistic time schedules, so that all the 
processes involved in. the issue of industrial 
licences are completed in the shortest time, con-
tributing to industrial growth and generation of 
employment opportunity. The Committee WOuld 
also like c;;overnment to lay down at the hlghest 
level, clear guidelines regarding allocation of the 
units in the public or llnvate sector, size of the 
u~its, their location ete., so as to facilitate the 
work of processing of applications for the issue 
of licences. 

The delays in the disposal of licence cases in 
the Ministry of Petroleum and Chemicals also 
show that the existing system of keeping a watch 
on the progress of cases is not ade.quate. The 
system shouI'd be improved upon with a view to 
make it really effective. 

It is admitted by the representative of the 
Ministry of Petroleum and Chemicals during evi-
dence before the Committee that it is taking a 
longer time to process and finally approve the 
proposals for foreign collaboration from the ~rt
ies who have been issued letters of intent for 
setting up petro-chemical units. This is sought 
to be justified on the ground that the petro-che-
mical industry involves import of sophisticated 
technology and equipment and firming up of 
foreign credits takes a long time. The Commit-
tee fe.el that the reasons given are not sufficient-
ly convincing as these can be advanced for im-
port of modern technologies and equipment in 
any field. Besides, the Committee find from the 
details of the two inordinately delayed cases fur-
nished by Government that unconscionable de-
lays have taken place not for the reasons stated 
above but on account of the indecisive po1.icy re-
garding import of technology and equipment and 

- --------- -----
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2.24 

2.27 

lack of foresight for which responsibility lies 
squarely with the Ministry of Petroleum and 
Chemicals. 

The Committee would like the Ministry of 
Petroleum and Chemicals to clearly enunciate its 
policy and lay down suitable guidelines for the 
information of the general public in regard to 
import of technology and equipment in the petro-
chemical field so that decisions in regard to 
foreign collaboration cases coald be taken with-
out undue delay. They also feel that it would 
go a long way in cutting out delays if at the time 
of inviting proposals for setting up an industry, 
a firm indication is given, after consultation with 
the Ministry of Finance, of two or three sources 
from which credit could be made available for 
the industry so that the entrepreneurs have a 
choice in negotiating for most competitive offers 
and G<>vernment also have a choice in accepting 
it and it should be the responsibility of Govern-
ment to see that the credits originally indicated 
are available to the licensee at the appropriate 
time. 

While the Committee do not under-estimate 
the importance and immense possibilities of in-
digenous research and development in the field 
of petro-chemicals to catch up with modern tech-
nological developments elsewhere, they would 
like Government to examine objectively whether 
it would not be far more economic if the basic 
sophisticated technology and equipment is bought 
from abroad on a one-time basis and then dupli-
cated, improved upon and adapted to our require-
ments through indigenous research effort. 

The Committee recommend that, in the inter-
est of uninterrupted production, Government 
should consider the. feasibility of import licences 
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being issued for the requirements of spare parts 
of Industrial Units for a period beyond one year 
at a time. 

The Committee are distressed to note that a 
large number of industrial licences issued for 
setting up industrial capacities in the petrochemi-
cal field have remained unimplemented for a 
number of years. The reason advanced by the 
Ministry of Petroleum and Chemicals for non-
implementation in most cases is again the deJay 
in firming up foreign credits for the licensed pro-
jects. The Committee have separately comment-
ed upon the procedure for allocation of foreign 
exchange for the petrochemical projects and 
made certain recommendations. At this stage, 
the Committee would only stress that the Minis-
try of Petroleum and Chemicals being the Min· 
istry responsible for the development of the pet. 
rochemical industry, should see that the indus-
trial capacities licensed are speedily implemented 
and commercial production commences at the 
earliest possible time. 

The Committee are constrained to observe 
that in a large number of cases the ins talled in-
dustrial capacities remain under-utilised. In 
many cases the reason advanced is that there is 
no market for the product as the installed capa-
city is more than the demand therefor and that 
higher capacity has been licensed keeping in 
view the demand projections for the future. In 
such cases and where there is export potential. 
Government should direct the parties to utilise 
the installed capacity to the optimum level and 
arrange for export of the quantity not required 
at home and earn foreign exchange until the 
domestic demand picks up, rather than r~strict 
production at the demand level. 

The Committee regret that in spite of consi-
derable time being taken in scrutinising forei gn 

----_._--
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collaboration 'proposals and selection of techn 0- . 

logies, processes, plants and machinery for petn-
chemJ.cal J,u:Lits, many plants hav.e turned ollt. to· 
be cl~~~Uve and are experiencing opel':'aU6rilll' 
problems. e.s. Ha.rdilli~, ,Chemicals, Suhrid Geigy, 
NOClL, Durgapur Chemical and F.C.I.'s Methanol 
Plant ~t T~mbay. The Committee recomm~nd' 
that the Ministry of Petroleum and Ch«:.mictlls 
should, in consultation with DGTD, analys~ ,1I\d-
identify the problems in respect of each su~h' 
plant and take remedial action on an urgent bariis 
so that the licensed capacities are fully utilised' 
and there is no shortage. 

Another reason given for the low production 
of some of the items is the delay in the co.nmis-
sioning of the down stream units. Thus, th e pro-
duction of Benzene by the I.O.C.'s Udel: plant 
was low because of the delay in the commissi 'n-
ing of the G.S.F.C.'s Caprolactam Plan I , wllich· 
was to utilise. the Benzene being produced at that 
plant. Similarly, the production iil 1971 of Ethy-
lene Glycol at the NOCIL Plant was only 38 per 
cent of the installed capacity as polyestel ('on-
sumer units did not come up in time. Such a 
situation, the Committee feel, could not have, 
arisen had adequate care been taken to devE~lop , 
the petrochemical industries in an integra ted 
manner. The Committee hope that Govemment 
would see that there is complete coordmation' 
and synchronisation in se.tting up the mother and 
down stream units so that the production capa- . 
cities of the mother units do not 'have to 1 emain ' 
idle unnecessarily. 

The Committee find it very distressing irult on 
account of hea,vy imports being allowed against 
import entitlements for export performance· 
under the Import Trade Control" the markt~ for 
certain indigenous products e.g. Phthali( Anhy-
dride and Phenol was shrunk and consequnntly, - ------_.- ---
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certain p!'Qducershad to limit their production. 
The Committee regret that due to failure on the 
part of the Government to foresee the conse-
quences of this action, not only the industrial 
capacity existing in the country remained unller-
utilised but foreign exchange was unnecessarily 
spent on imports to meet the domestic require-
ments. The Committee gesire that the Ministry 
of Petroleum and Chemicals, bein~ the Ministry 
responsible for production of Petrochemicals 
should keep a strict watch on the operation of the 
Import Trade Control and ensure that the imports 
of petrochemicals are allOWed only when the in-
digenous production is unable to cater to the· 
demand in the country. 

The Committee find that the default of the 
contractors Mis. Girdler Corporation of U.S.A. in 
regard to agreement for the setting up of the 
Fertilizer Corporation of India's Methanol Plant 
at Trombay and the delay in preferring th'~ daim 
against the finn, was already dealt with by the 
Committee on Public Undertakings (1968.69) in 
paras 2.49 to 2.60 of their Twenty SixU Report 
(4th Lok Sabha) and they had made certain re-
commendations in that regard. The Committee 
would, however. take this opportunity to stress 
the, importance of speedy conclusion of the pro-
ceedings before the International Chamber of 
Commerce before which the arbitration case has 
been pending for a long time. 

Now that Government have permittecr the· 
plant to expand its capacity, the Committee stress 
that increased production as per expansion pro-
gramme should be brought about in least possi-
ble time. Above all, ('[Ire should be taken that 
production does not come to be vitiated by short-
comings which has depressed production of the 
original unit. 

- . __ .... -_. ~-.-.-----.. -. _._-_.- _._-
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3.S. The Committee desire tliat the Ministry of 
Petroleum arid Chemicals should closely watch 
the progress of setting up of Fertilizer Corpora-
tion of India's Methanol Plant at Haldia and see 
that the project is commissioned according to 
schedule by mid 1976 and that the shortcomings 
noticed in the case of the Fertilizer Corporation 
of India's Methanol Unit at Trombay do not 
recur. 

3.12 The Committee are unhappy to observe that 
during 1971 the production of Phenol and Phtha-
lic Anhydride at the Durgapur Chemical's Plant 
has been as low as 503 tonnes and 790 tonnes res-
pectively against the installed capacity of 3300 
tonnes for each of these products. The. produc-
tion during 1969 and 1970 was similarly poor. 
The unit was given a licence in 1961 for expan-
sion of capacity to 6600 tonnes in respect of both 
the products which has not yet been implement-
ed. Inspite of this consistently poor perform-
ance of the plant as also non-implementation of 
the expansion allowed as far back as 1961, the 
unit has been allowed an expansion of capacity 
for Phthalic Anhydride in 1972 from 6600 tonnes 
to 9900 tonnes. While, the Committee understand 
the social compulsions under which the expan-
sions of capacities had to be allowed to the Dur-
gapur Chemicals, they would, at the same time, 
stress that it is the responsibility of the Govern-
ment to see that the licensed capacities are fuBy 
put to productive use before further expansions 
are allowed to a Unit. Government should, while 
licensing additional capacity, also keep in view 
the interests of the processing units which use 
these products as raw material and also the need 
for the achievement of self reliance in the coun-
try at the earliest possible time. 

3.13. One of the reasons for low production of 
Phenol at the Durgapur Chemicals' Plant, it is 
stated, was the difficulty in the procurement of 
Benzene from the Durgapur Steel Plant. The 
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Committee need hardly stTess that the problem of 
shortage of Benzene faced by the Durgapur Che-
mical's Plant for production of Phenol should be 
resolved at the earliest by arranging for supplies 
on assured basis and in adequate quantity either 
from the Durgapur Steel Plant or from other 
manufacturers. It is pertinent in this connection 
to mention that the Indian Oil Company's Udex 
Plant had to keep its production of Benzene low 
because of lack of markets. 

The Committee are greatly concerned to note 
that the caprolactam project of the GSFC which 
was originally scheduled for commissioning in 
1969 has been delayed by more than 4 years and 
is now scheduled for commencement of produc-
tion in October, 1973. This has held up the ful-
ler utilisation of the installed capacity for Ben-
zene at the Indian Oil Corporation's Udex Plant. 
The Committee. also find that the Ministry of Pet-
roleum and Chemicals had failed to properly ad-
vise the party, after consultation with the Minis-
try of Finance, as to the source from which foreign 
credit was available for the project so that 
GSFC could negotiate with appropriate parties 
from the very beginning. This should have been 
done at the stage of considering the application 
for the issue of letter 0f intent which was some 
time before November, 1966. Instead, the party 
was advised of the appropriate source only in 
March, 1970 i.e. after nearly 3t years. This indi-
cates that there is something seriously lacking in 
the licensing procedure in cases involving foreign 
collaboration and for the allocation of credits 
therefor. The Committee recommend that the 
Licensing Committee and the Foreign Investment 
Board should seriously consider the matter and 
devise suitable procedures to see that after a pro~ 
ject is cleared by the Foreign Investment Board, 
it is not denied the requisite foreign eXl-hange. 
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The Committee would' in this connection like 
to pOinto~t that in t:~e~~plication for the issue 
of an indl,lstrial li~nce the party has to indicate 
the particulars of foreign collaboration intended, 
if any. Th~ ~oinmittee would suggest that at 
the time of co~sidering the issue of letter of in-
.tent to.the party, the matter should be examined 
in consultation }Vith the, Department of Economic 
Affairs apd, at that stage, as far as possible, a 
clear indication 'should be given to the party 
whether the requisite foreign exchange would be 
available for entering into collaboration with that 
party, and if this is not possible, then two or 
more alternative sources may be indicated to' 
the party so that the party can proceed with the 
negotiatitms from appropriate sources only and 
that time is not lost in exploring collaborators 
from sources from which credits would not be 
available. 

The Committee further recommend that the-
Ministry of Petroleum and Chemicals should keep 
a close watch on the progress of the, Caprolactam 
Project of GSFC and ensure that it is commis-
sioned, as programmed, by October, 1973. 

The Committee are distressed to find that the 
Gujarat Aromatics Project which was conceived' 
as far back as 1963 to. produce DMT-a Synthetic 
Fibre Intermed~te and Orthoxylene-a primary 
source for manufacturing plasticisers, dyes, alkyd' 
resins etc.-for feeding the down stream units 
could not be commissioned as yet, though it was 
due for commissioning in 1971, The Committee' 
were during evidence assured that the D.M.T. 
plant would go into production by March this 
year but no firm date had been mentioned for the 
commissioning of the plant for the manufacture' 
of Ortho/Mixed Xylenes. 
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The Committee are surprised that the Minis-
try of ~etroleum and Chemicals initially tried 
to blame the Ministry of Finance for the delay in 
commissioning of the Project by maintaining that 
the process of change over from one source of 
credit to another was spread over 16 months end-
ing in December, 1969 and consequently the 
schedule automatically stood modified. The 
Committee are, however, convinced that the de-
lay in the commissioning of the Gujarat Aroma-
tics Project was not on account of foreign ex-
change difficulties as the, Ministry of finance were, 
under an arrangement with KFW of West Ger-
many, releasing foreign .exchange for the project 
from time to time as per the requirements of the 
Ministry of Petroleum and Chemicals, during the 
process of change over from one credit source to 
another credit source in the same country. 

The Committee strongly deprecate the leisure-
ly manner in which the project is being imple-
mented and hold the project authorities as well 
as the Government responsible for the delay. 
The Committee recommend that the Ministry 
of Petroleum and Chemicals should at least from 
now on see that the different plants of the pro-
ject are commissioned at least by the target 
dates now fixed. 

The Committee are greatly disappointed to 
observe that the progress made in the setting up 
of the Gujarat Oletins Project is much behind 
schedule. They are concerned to note that the 
commissioning of the Project had to be Ie-sche-
duled so as to synchronise with the setting up 
of the, down-stream units which were decided at 
a later stage to be located in the public sector. 
The Committee feel that when Government took 
a decision about the setting up of the Gujarat 
Oletins Project, it should have simultaneously 

------ ---_. --------_ .. _-------.---_ ... _-_._-_._------
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gone into the question of setting up the down-
stream units in which the products manufactur-
ed at the Gujarat Oletins Project were to be pro-
cessed. In this process of thinking in instalments 
and lack of inte.grated planning, the country has 
lost several years of valuable time in the deve-
lopment of petro-chemical industry which has 
vast pote!1tialities for generating employment 
a.nd making significant contribution towards in-
dustrial growth. The Committee would like to 
emphasise that Governm.ent should have an in-
tegrated plan for all such projects in the interest 
of their speedy implementation. It should also 
be made. clear right from the very beginning 
whether a project or a part thereof is to be locat-
ed in the public or private sector so that there-
is no scope for any mis-conception as a later date. 

The Committee observe that the feasibility 
report for the Assam Petrochemical Complex 
was submitted in May. 1971; yet the assessment 
is that only Rs. 3.85 crores would be spent during 
the Fourth Plan period on this scheme out of an 
allocation of Rs. 10 crores therefor during that 
period. The Committee underline the need for 
concerted effort by the authorities concerned for 
implementing the Complex: in the early part of 
the Fifth Plan So as to accelerate. the industria-
lisation of this economically backward region 
which is, as the Prime Minister indicated in her 
statement in Lok Sabha on the 5th December, 
1969, the dominant consideration in locating the-
Refining-cum-Petrochemical Complex there. 

The Committee note that the Barauni Petro-
chemical Complex which was tentatively approv-
ed for implementation during the Fourth Plan 
period has not made much headway and the pos-
sibility of setting up the Complex is still under 
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examination by a Technical Group. The Com-
mittee feel that the Technical Group which is 
now examining the technical aspects of the pro-
posed complex should have been appointed ear-
lier and urge upon the Government to take an 
expeditious decision in the matter so that the 
scheme could be completed in the Fifth Plan 
period. 

The Committee understand that Mis. National 
Organic Chemicals (NOCIL) were allowed to 
import petrochemical materials and to market 
them in India pending the commissioning of their 
petrochemical Project at Bombay. They recom-
mend that on the same principle the import of 
petrochemicals and the distribution in the coun-
try of the imported materials, which are at pre-
sent being handled by the State Trading Corpo-
ration, should be entrusted to the Indian Petro-
Chemicals Ltd.-a Public SeCtor Undertaking-
in order to enable them to gain market experi-
ence and build up a marketing organi~ation by 
the time their own products are ready for sale. 

The Committee also note that the indigenous 
production of petrochemicals is not catching up 
with the demand resulting in shortages. Besides, 
its manufacture is confined to only a few units. 
Government should therefore, in consultation 
with the manufacturers, rlp'7ise a system of dis-
tribution under which the. processing inciustries, 
which are mostly in the small scale sector, get 
their requirements of raw materials direct from 
the manufacturers. Government should also see 
that such a distribution system is observed by the 
manufacturers in actual practice and that the 
materials are not allowed to be cornered by 
intermediaries. 

The Committee feel that since petrochemical 
intermediates are raw materials for a large num-
ber of processing industries, their prices should 

---------_._-- -_ .. _._ ... - ............ - ... "'--"---"'-'--
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not be left to be determined by the forces of 
demand and supply alone. It is admitted that 
the profit margin in the petrochemical industry 
is ~airl:y high. The restricted licensing policy ob-
served' by Government in the case of petroche-
mical industry leaves the existing manufacturers 
in a dominant position. This, coupled with the 
rising demand for these materials. is bound to 
keep the prices at an artificially high level at 
least till such time that newly licensed capacities 
are actually commissioned which may well take 
several years from now. Government should 
therefore take effective measures to ensure that 
the prices charged for petrochemical intermedi-
ates are reasonable and, as far as possible, inter-
nationally competitive and that no more than 
these agreed prices are charged by the nlanufac-
turers in actual practice. T-o facilitate fixation 
of a reasonable price, Government may have the 
cost of production analysed in suitable cases by 
the Bureau of Industrial Costs and Prices, on a 
priority basis. 

The Committee would also like to point out 
that import of certain petrochemicals e.g. Pha-
thalic Anhydride and Phenol were allowed even 
though production capacity was available in the 
country compelling the indigenous producers to 
resort to distress sale of their products. The 
Committee would like Government to examine 
the matter in detail and inform them of concrete 
measures taken or proposed to be taken to ob-
viate recurrence of such instances which had 
the effect of depressing growth of indigenous in-
dustry besides resulting in avoidable expendi-
ture of foreign exchange. 

------_ .. -.- .. ---~ .. -----. ---.---- ------------. --



APPENDIX VIII 

(Vide Introduction) 

Analysis of Recommendation Condusions contained in the report. 
CLASSIFI~ATION OF REcOMMENDATIONS 

A. Recommendation:s effecting economy: Nil 

B. Recommendationk for improving organisation and working: 
Sr. Nos. 1-43. 

C. Miscellaneous Recommendations: Nil. 
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