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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings, having 
been authorised by the Committee to submit the Report on their 
behalf, present this Sixty-Seventh Report on "Production Manage-
ment" in Public Undertakings. . 

2 .. The Committee took the evidence of the representatives of 
eight major public undertakings on the 31st October, 1st and 3rd 
November, 1969 and of the officials of the five selected Ministriesl 
Departments on the 5th November, 1969. 

3. The material received from the various Ministries and public 
undertakings was processed at various stag~s by the Study Group 
V of the Committee. 

4. The Report was adopted by the Committee on the 25th 
March, 1970. 

5. The Committee wish to express their thanks to the various 
Ministries, public undertakings, and non-official organisations for 
placing before them the material and information which they 
wanted in connection with the examination of the subject. They 
wish to thank in particular the representatives of the undertakings 
and the officers of the MinistrieslDepartments who gave their 
evidence and placed their con!>idered views before the Committee. 

NEW DELHI; 
April 22, 1970 
Vaisakha 2, 1892 (S) 

M. B. RANA, 
Chairman, 

Committee on Public Undertakings. 

(ix) 



INTRODUCTORY 

This study on 'Production Management in Public Undertakings' 
Js the fourth in the series of studies on different aspects of manage-
ment undertaken by the Committee on Public Undertakings. The 
earlier three studies were on (1) Management and Administration 
in Public Undertakings (Planning of Projects), (2) Materials 
Management in Public Undertakings, and (3) Financial Manage-
ment in Public Undertakings. 

1.2. 'Production Management' is one of the most important 
branches of Management. It aims at optimum production at the 
minimum cost within the shortest possible time without compromis-
ing the requirements of quality and excellence in any way. This 
branch of Management plays a pivotal role in the efficient running 
of industrial enterprises. 

1.3. There has, of late, been criticism that industrial entt:r· 
prises in the public sector were not being managed well with the 
result that under-utilisation of production capacities, lack of cost 
and quality consciousness and neglect of preventive maintenance 
leading to frequent breakdowns of plant and machinery, has been 
noticed in several enterprises. It is against this background that 
the C( mmittee decided to examine how far the modern principles 
and techniques of Production Management were being made use 
of by pJ.blic sector enterprises with a view to achieve maximum 
productiun and profitability. 

1.4. The Committee called for preliminary material and written 
re:plies to the questionnaire in 1968 from all the public undertakings 
which had gone into production. Undertakings which were not 
engaged in production (e.g. Trading and financial enterprises, 
taldertakings still at construction stages etc.) were not cover~d in 
the study. The Committee received written replies from all the 
3b undertakings mentioned in Appendix 1. On the basis of the 
written replies - eceived, the Committee took the evidence of the 
rep~esentative! of the following eight important Undertakh"lgs:-

(1) Fertilizer Corporation of India Ltd. 
(2) Heavy Electricals (India) Ltd. 
(3) Heavy Engineering Corporation Ltd. 
(4) Hindustan Machine Tools Ltd. 
(5) Hindustan Steel Ltd. 
(0) Indian Oil Corporation Ltd. (Refineries Division). 
f.~) Indian _ Telephone Industries Ltd. 
(8) National Coal Development Corporation Ltd. 
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1.5. This was followed by the evidence of the officials of the 
following MinistriesjDepartments of the Government of India:-

(i) Department of Communications; 
(ii) Ministry of Finance; 

(iii) Ministry of Industrial Development, Internal Trade and 
Company Affairs; 

(iv) Ministry of Petroleum and Chemicals and Mines and 
Metals; 

(v) Ministry of Steel and Heavy Engineering. 

1.6. The Committee have considered problems of production 
management which are common to all the undertakings engaged 
in production. Consequently, the treatment of the subject is 
general in its nature. 



n 
PRODUCTION ORGANISATION 

A. Organisational set up and Coordination 
2.1. The primary purpose of organisation is for coordination and 

control over the activities of an enterprise. The object of organisa-
tion is to create relationships which will minimise friction, focus 
atrention on the objectives, clearly define the responsibilities of all 
Departments and facilitate the attainment of the objectives. Defec-
tive organisation is a drag on efficiency. 

2.2. The management of production in most of the enterprises 
in the public sector including the Heavy Electricals (India) Ltd., 
Heavy Engineering Corporation Ltd. Hindustan Machine Tools 
Ltd. Hindustan Steel Ltd. etc. is divided into two distinct func-
tional areas. One is concerned exclusively with direct supervi~ion 
of the production process and by definition falls in the category 
of line management. The other encompasses the specialised func-
tions of planning and control of production and provides the line 
management with staff assistance in their task of fulfilling the 
production and financial objectives of the enterprise. 

2.3. The Committee have noticed that public sector undertak-
ings employ three main devices to effect coordination between 
Production Department, Stores Department, Purchase Department, 
Sales Department, etc. These are (i) by providing a common head 
or controlling authority of various departments, (ii) by setting up 
representative Committees of departments and (iii) by holding co-
ordination meetings. 

2.4. During evidenCe of the representatives of the leading public 
undertakings, the representative of the Fertilizer Corporation of 
India Ltd. stated that each of their constituent units (vix. Sindri, 
Nangal, Trombay, Namrup and Gorakhpur) was under the charge 
of a General Manager. Coordination between production, I?aterials 
management and sales was effected by the General Manager under 
whose Chairmanship periodical meetings of Departm'(!nts were held. 
They were currently thinking of placing production, maintenance 
and materials management under an officer of the status of Deputy 
General Manager to ensure effective coordination. 

2.5. The representative of the Heavy Electricals (India) Ltd. 
stated that in their enterprise coordination was effected by the 
General Manager with the three Heads of Departments, namely the 
Chief Engineer, Works Manager and the Commercial Manager 
HE(I)L had six product lines. Each product in its own right ranked 
to be a separate factory in itself. Periodical meetings were held at 

3 
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va:ious levels. They were, however, facing certain problems with 
thIS system. The witness admitted that this system did 1)ot enable 
them to formulate a profit centre or a centre of responsibility. They 
were now introducing a system of divisional management which 
meant that one Deputy General Manager would be incharge of one 
major product. 

2.6. The working of production management organisation in the 
Heavy Engineering Corporation Ltd. had been examined by their 
own organisation as well as independent agencies like the Bureau 
of Public Enterprises. The improvements that have been suggested 
hy such studies are load charts for each shop and a follow up. The 
representative stated cooraination was effected by their Deputy 
Chairman who held weekly meetings with the General Managers, 
the Chiefs of the Purchase and Planning Organisations. HEC was 
looking into the que&tion of introducing a system for correctly 
assessing the completion time and for effecting coordination between 
their units. 

2.7. the representative of Hindustan Machine Tools Ltd. stated 
that in their enterprise coordination was maintained by the Engi-
neering Department. General Manager held weekly meetings vlith 
the Engin~ring Department and Heads of others Departments. They 
had found their system very successful. 

2.8. The representative ot Hindustan Steel Ltd. stated that the 
Pandey Committee which was appointed to consider the problems 
of Durgapur Steel Plant had expressed the view that Bhilai method 
of production planning and control was exceedingly good. They had 
adopted that system in other steel plants also. He explained that 
in a steel plant there were several sectors, e.g. coke ovens, blast fur-
naces, rolling mills, etc. The coordination of production was pri-
marily the responsibility of the General Supdt. Coordination 
between various Departments was achieved by the General Manager 
himself. In order to achieve a common production plant of the 
whole Corporation, they had coordination between General Mana-
gers of Steel Plants. In their case, yet another level of coordination 
was the Joint Plant Committee which was a coordinating body 
between various plants in the country, public and private ~ector5 
and between these production programmes and the national 
requirements. 

2.9. Asked whether it was a fact that enterprises in the public 
sector suffer financial losses because there were too many officers 
81'ld complete la\!k of coordination, the witness stated that coordina-
tion had three main objectives, namely, timely decision, prompt 
iYnplem@ntation and maximum partiCipa~on of all. co~cerned witb 
d 'cision making. These objectives reqUlred organIsatIonal char.ac-
teristics conventions and practices. H~ thought these were evolvmg 
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in various public sector enterprises including Hindustan Steel Ltd. 
He was of the view that too many Committees do not solve the 
p.roblem of coordination. 

2.10. The Committee enquired whether there was adequate 
coordination at Governmental level, the representative stated "pro-
cess by which consultation takes place and a decision is taken 
involves more than one department. It would be desirable to speed 
up the process." Asked whether there was inordinate delay in 
taking a decision, the witness replied, 'of late, we had a good deal 
of speedy decisions." Asked whether HSL was nearing perfection 
in the matter of coordination, the witness said, "Far from it" and 
gave a gist of the problems faced by them in the sphere of coordina-
tion. Their first problem was that of coal. This year they had built 
up a larger stock of coal in the critical monsoon months, when nor-
mally production in the mines went down. This had been made 
possible because of larger measure of coordination between them 
and the Coal Controller's organisation, and between his organisation 
and those who mined the coal. Their second problem was Railways. 
On days they want to move the coal, the Railways may not be in a 
position to provide for it or may be able to move the coal only upto 
a certain point. The result was that they had to divert coal from 
one place to another. Their third problem was raw materials. They 
had relied on local people to make available their requirements of 
raw materials in a steady stream but that did not materiali~. 

2.11. The representativee of the Indian Oil Corporation Ltd. 
stated that each Refinery ha"d two sections, namely Technical Ser-
vices side and actual produciion side. Technical services provided 
guide lines as to how production was to be achieved and what 
process and modification of the unit were called for. Operational 
side did the actual production. He added that in the case of pet-
roleum industry, coordination was a mor~ intensive effort and if it 
was not there, production would come to a grinding halt. Produc-
tion programme for the three units of the I.O.C. and also, Madras 
and Cochin Refineries was drawn up at Chairman's level. Transport 
were tackled at Managing Director's level. 

2.12. The representative of the Indian Telephone Industries Ltd. 
stated that in their enterprise coordination was done by the General 
Manager, Joint General Manager and the Finance Ma.na~r. He 
admitted that the existing arrangement had proved "slightly 
cumbersom" because of the very heavy expansion and, therefore, 
they were thinking of creating one more level at the Joint General 
Manager's level. This woufd, he thought, relieve the General 
Manager of the heavy burden. 
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• 2.13. ~e representative of the National Coal Development 
CorporatIon Ltd. stated that Kamath Committee which was appoint-
ed by Government to look into the working of NCDC had considered 
their broad organisational set up as "fairly satisfactory." NCDC 
had also compared their set up with that of the National Board of 
Coal Industrieft', U. K. He informed the Committee that they had 
twenty-nine large collieries spread over four States, one washery, 
two workshops and one coke oven under commercial production. 
Five large collieries and three large washeries were under develop-
ment. A colliery often consists of four or five mines and was under 
the charge of a Dy. Supdt. of Collieries. A number of large collieries 
including washeries and other projects were under the administra-
tive charge of an Area General Manager. They had nine Area 
General Managers at present. At the Headquarters they had a 
Technical Department headed by a Director(Technical). Chief Direc-
tor (Technical), a Chief Mining Engineer (Production) to took after 
the production programme. There was a Chief Mining Engineer 
(Planning) to handle the planning of development projects. 

2.14. He observed "well, there may be departmental frictions, 
delays in supply of stores, difficulties sometimes in procurement of 
!pares .. troubles with the railway authorities, etc." While coordina. 
tion among various Departments was effected through weekly or 
biweekly meetings at the Headquarters, the Area Manager was also 
brought into the picture at least once a quarter. He added if there 
were a large number of problems, an urgent coord nation meeting 
could be held. They now gave an advance information of their 
production or operational plan for each colliery to the Railway 
Board. 

During the evidence of selected Ministries. the Committee 
enquired whether effectiveness of production Management Organi-
sation existing in various public undertakings had been evaluated. 
In reply. Secretary, Ministry of Industrial Development Internal 
Trade and Company Affairs stated: "Primarily this production 
Management is the function of the undertaking itself. The recent 
thinking is to give maximum possible autonomy to the undertakings 
themselves and to hold the top management basically responsible 
for the proper appreciation and solution of all the mana~ment 
problems". 

2.15. Asked what specific role does the Ministry play and what 
initiative does it take when management lapses came to notice, the 
Secretan: stated that Government came to know of the production 
problem; through monthly reports and special reports received 
from undertakings. Moreover. after the Board meeting Govern-
ment Virectors were expected to report to Government any special 
difficulty or problem of management faced by the undertakings. 

2.16. Dealing with organisational a&pect of production manag~
ment in undertakings. the Director General, Bureau of PublIc 
Enterprises stated that production management organisation vatied 



7 

from undertaking to undertaking and depended on the nature of 
the production and the typee of buyers. The Bureau had conducted 
studies of organisational aspects of about haIfa dozen selected 
undertakings this year. These studies embraced production, inven-
tories, accounting, costs, marketing and all other managerial 
aspects of the undertakings. They had also taken up some func-
tional areas like inventory and accounting. Study team consisted of 
a combined team of Bureau officials, officials of the Ministry and 
the Undertaking concerned to see whether "basis of the organisa-
tional set up are properly oriented to the needs of production." 
Asked whether Bureau had any programme of horizontal studies 
which cover all the undertakings, the Director General replied that 
there were 86 of them and it was not pOf,sible for them to cover all 
of them. So, they study only selected enterprises every year. 

2.17. The Committeee enquired whether the aim of research 
studies by the Bureau was merely to find out the position existing 
in various enterprises or whether the studies pin pointed what was 
lacking in those enterprises. The Committee observed that there 
may be many lapses in various enterprises, and enquired whether 
the Bureau was able to detect all such lapses and draw the atten-
tion of Government. Director General stated, "I do admit that we 
perhaps do not have all the expertise that is needed to go into all 
those details to the fullest possible extent. That is why that we are . 
proposing to have our own special panel of consultants. The panel 
he said, woud consist of leading consultants in the country." 

2.18. Asked how did the Bureau ensure that recommendations 
made by various Committees were in fact implemented by the 
undertakings, Director General stated that in the Bureau they had 
recently set up an "Implementation Cell" whose duty it will be to 
ensure that "broad guide lines and broad policy decisions taken by 
Government are imlemented by the respective enterprises." He 
clarified that the Bureau was not concerned with action taken on 
recommendations concerning an individual enterprise. That was 
the function of the Administrative Ministry concerned. 

2.19. The Committee enquired whether the shortcomings in the 
production management of public undertakings could be due to the 
fact that "right people were not being placed in the right places." 
In reply, the Director General, Bureau of Public Enterprises stated: 

"We have, like in any big place or big organisation, some 
very right people, some not so right people and perhaps 
some people who are not at all right. It will be the same 
story, whether you take the public sector or the private 
sector or the Government. So, that problem is there 
everywhere. The main problem is to find so many right 
men at one time." 

636 (Aiil LS-2. 
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2.20. Asked whether top men in the Government who were 

concerned with policy making had any training in the management 
of industry, the Director General said "so far as officers in the Min-
istries are concerned I can claim that many of us do have experience 
of industry and have spent many years in industry." He added "I 
think, that process is going to become very much important and 
common as time passes by because we have a two way traffic 
between the public enterprises and Government." It was, he said, 
their policy to educate middle level officers in the Ministries to 
enable them "to think in terms of industry rather than Government" 
by special courses, seminars, etc. He informed the Committee that 
the Ministry of Home Affairs and the Indian Institute of Public 
Administration were doing quite a lot of work in this field. As for 
the Bureau itself, it had hithertofore arranged seminars for public 
enterprises. It contemplated to take up seminars for Government 
officials also. 

2.21. The representatives of some of the leading public undertak-
ings who gave evidence before the Committee admitted that the 
system of coordination in the Heavy Electricals (India) Ltd. did 
not enable the enterprise to 'formulate a profit centre or centre of 
responsibility'. In the Hindustan Steel Ltd. the system of coordi-
nation was 'far from nearing perfection' and 'slightly cumbersome' 
in the Indian Telephone Industries Ltd. etc. This indicates that 
coordination is not as perfect as it ought to be in major public 
undertakings. The Committee, therefore, recommend that all the 
public sector enterprises should carry out a review of their respec-
tive organisational set up and plug the loopholes that appear in the 
existing machinery for coordination. 

2.22. During evidence, the representative of the Bureau of Public 
Enterprises admitted that during their study of the working of 
public sector enterprises it had not been possible to pinpoint all 
the defeds because of lack of technical expertise. 

Care should be taken to see that new public enterprises which 
are sct up have the right type of production management organisa-
tion right from the very &egiDing. 
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PLANNING AND CONTROL 

'Planning' means the technique of foreseeing or picturing ahead 
every step in a long series of separate operations. Each such opera-
tion is to be of maximum efficiency. Each step should be indicated 
in such a manner that routine arrangements suffice to cause produc-
tion to happen in the right place and at the right time. Production 
planning is thus specifically concerned with the future and is aimed 
at achieving optimum production. 

(A) Organisation for Planning and Control 

3.2. The Committee have noticed that the arrangements for the 
planning and control of production vary from one undertaking to 
another. Majority of the public undertakings covered in this study 
have a separate Department or cell to look after the planning of 
production. 

3.3 The following public undertakings do not have a separate 
planning cell:-

1. Central Inland Water Transport Corpn. Ltd. (Rajabagan 
Dockyard). 

2. Fertilizer Corporation of India Ltd. 
L'crtilizers and Chemicals Travancore Ltd. 

4. Garden Reach Workshops Ltd. 
5. Hindustan Antibiotics Ltd. 
6. Hindustan Insecticides Ltd. 
7. Hindustan Salts Ltd. 
8. Hindustan Teleprinters Ltd. 
9. Indian Rare Earths Ltd. 

10. Manganese Ore (India) Ltd. 
11. Modern Bakeries Ltd. 
12. National Buildings Construction Corporation Ltd. (Brick 

Plant). 
13. National Newsprint and Paper Mills Ltd. 
14. Rehabilitation Industries Corporation Ltd. 

9 
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3.4. Some of the above mentioned undertakings have given the 
reasons as to why they do not consider it necessary to have a sepa-
rate cell. F.A.C.T. and F.C'!; have stated that in a chemical indus-
try like theirs which worked on a continuous process, a separate 
planning cell was not necessary. Garden Reach Workshop Ltd. 
have indicated that in recent years they have developed the concept 
of a central Planning Department. They have not indicated whe-
ther or not they have set up such a Department. In Hindustan 
Antibiotics Ltd. planning of production had been entrusted to pro-
duction committees. Hindustan Insecticides feel that as their pro-
ducts are fixed and market was asured there was no need for a 
separate planning cell. In Hindustan Teleprinters Ltd., Planning 
and Production were under the charge of a common officer. Modern 
Bakeries (India) Ltd. are of the view that in a small orl'!anisation 
like theirs there was no need for a separate planning cell. Asked 
whether in enterprises who do not have a separate cell for plannin~. 
need for evaluation by independent agency, say. Administrative 
Stafr College of India was not there, the representative of F.C'!. 
stated during evidence "In the field of production management in 
our indt1&try, the problems are "0 complex and specialised that we 
ha~ to stick to our own expertise to do this. We do bring in out-
siders. but these outsiders are the experts from our other units. We 
constitute teams of engineers and others of other units and bring 
them to the problem unit for review." 

3.5. The representative of the Fertilizer Corporation of India Ltd. 
further stated that if they had a separate department to plan pro-
duction, then the responsibility of Chief of Producion would be 
diluted and there would be an over-lapping of functions. The 
representative of the Heavy Electricals (India) Ltd. also stated that 
there was not much purpose in setting up a separate planning cen 
in their industry. The representative of Indian Oil Corporation said 
that a separatE" cell already exists at each of the refineries. 

3.6. The representative of the Heavy Engineering Corp. Ltd. stated 
that they were manufacturing "repetitive items" as well as "tailar 
made" units for steel plants. As far as products of repetitive items 
were concerned. the plannin{! organisation of any particular shop 
could take care of it but when it came to manufacturing of t.ailor 
made units especiallv of a lon~-time nature. it was necessarY to 
have a "Central Planning Cell" which would keep the prospective 
planning in view and load tht- three projects sufficinetly wen in 
advance so that they r'tln organise their ,own yearly productil)n 
planning. The representative informed the Committee that in the 
nast Heavv Engineering Corooration Ltd. deoended on foreiltn norms 
for judghlg the comnletion time. They could not achieve thp. same 
with the result that load charts were freouentlv changed. He em-
nhasised that realh:tic planning win come by experience and on the 
job t-·dning. 
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3.7. The representative of the Hindustan Machine Tools Ltd. said 
"According to our experience we find that in a modern factory like 
ours a separate production planning cell is absolutely necessary." 
He pointed out that by settmg up a separate planning cell three 
advantages could be achieved. F'irst, target of production could be 
staff function to servicing production "In order to lreep the goals und 
the activity or feed back information from the shops could be ob-
tained in a methodical way and control exercised. Thirdly, produc-
tion people co)..lld fully concentrate only on production operation. 
Thereby they would be able to maximise their achievement. 

3.8. The representative of Hindustan Steel Ltd. emphasised that 
production planning was clearly an activity which was very neces-
sary and had to be carried out by groups separate from those who 
were concerned with production proper. Planning was, he said, a 
staff function to ~ervicing production "in order to keep the goals and 
get the clear targets of production and not only that, but to. ensure 
that all the sources of production are identified and summoned in 
time." He explained that in a steel plant they had many comple-
xities. Every day many types of steel had to be made and in many 
shops. He opined, "So, where complexity exists, the planning func-
tion must be given an independent status but in a staff relationship 
to the main function of production." The representative admitted 
that while they had a reasonable group doing production planning, 
they did not have equally reasonable grollp for planning mainten-
ance with the result that maintenance was not up to the mark in 
some places. " ~,"', 

3.9. The representative of the Indian Telephone Industries Ltd. 
stated that they were expanding their production planning organi-
sation because of the enlarged variety and increase in the quantum 
of production. 

3.10. The representative of the National Coal Development Cor-
poration Ltd. stated "Production Planning Cell at the H. qrs. of the 
Corporation appears to me to be a must. We have such a cell and 
we have found it exceedingly useful." Production Planning Cell 
had to work out detailed requirements of transport, machinery, man-
power and materials. He added "I am inclined to think of the crea-
tion of a small cell even at the Project level. Project normally 
consists of four or five mines.". He informed the Committee that 
at present Colliery Manager prepared a detailed technical plan and 
sent it to the Director General of Mining. The Plant dealt with only 
the geological conditions and provided for precautions for ensuring 
safety. It did not take into consideration the economic aspects, 
machinery investment, etc. He assured that setting up separate 
planning cells at the project level would not necessarily involve any 
extra staff. 
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3.11. Asked as to whether the Planning Cells in various under-
takinp are sta1fed with trained men from the Production Depart-
ment or from outside, the representative of the Hindustan Steel Ltd. 
stated that they drew men from those who were engaged in produc-
tion but also from other fields like accounting. 

3.12. The Committee qree that it is neither feuible nor desirable 
to prescribe ODe type of standard planning organisation for applica-
tion to an types of Industrial activities. In industries having a ,,"'On-
tinuoas proceu for example, a fertilizer ,Jant or an Oil Refinery, 
raw material enters one end of the production line and flows through 
a steady .tream to emerge as finished product at the other end. 
Naturally, the problem of planning and control in such industries is 
simpler beeause the path of the material, the process sequent"e and 
times of operations are all pre-determined and are more or less in-
flexible. Sueh industries may need a different tpye of planning 
eell But in tailor made or repetitive produets or consumer indus-
tries Deed for separate planning eell exists because the operations 
and process of produetion are complex. The Committee feel that in 
a badly eoneeived Project good management is unthinkable. They 
recommend that the planning organisation should he capable of 
evolviD, a proper eoncept of planning production taking inlo ac-
count a realistie demand survey of the produds and study of the 
feasibUity Report. 

3.13. Plannin, is a specialised function in modern industries Dnd 
calla for decision makin, at the hi,hest level. If there is a separate 
cell for this purpose, production staff can concentrate fully on pro-
d_lion proper which may not be possible if the production !otaff 
had to handle production in addition to planning. 

The Committee reeommend that each undertaking may examine 
the need for setting up a separate planning cell after taking into 
SHOunt the type of industry and other relevant factors. 

3.14. A pre-requisite for planni~g of production is the availability 
of precise information about the products in demand. The Com-
mittee recommend that public undertakings should review their 
exiatiq arrangements for market raearch and assessillent so that 
produetion can be planned acc:oniing to demand and expansion of 
production or diversification can be undertaken in time. Strictly 
apeakiq the produc:tion manqement is concerned with ma .... e-
.eat of production lnestablisbed projects. An iII-eoneeived project 
with production upadties instaUed on the basis of unrealistic p1"O-
jeetions 01 denaaad ... bound to render the task of planni.., of ,1"0-
dlldJoa dllfltuJt. De Heavy &,iaeering Corpontioa IJId tile 

M1lIlIw aad Allied Maebiaery Corporation Ltd, are tJ.e two n8mpJes 
01 sat" Iialty PlanaUta- abinitio. 
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The Committee recommend that there should be industry-wise 
(e.g. fertilizer, steel etc.) Top Planning Cell in each Ministry l~n
.fsting of Executives of both the public and the private sedor indus-
try for the planning and control of production and to ensure that 
whatever targets were set in the Five Year Plans were achiev-
ed and to evaluate the fundioning of the produdion machinery to 
achieve these targets. 

(B) Technique of Planning and Control 
3.15. Majority of the public undertakings including Bharat Elec-

tronics Ltd, Heavy Engineering Corporation Ltd, Heavy Electricals 
(I) Ltd., Hindustan Cables Ltd., Hindustan Machine Tools Ltd., 
Indian Telephone Industries Ltd., etc. follow techniques like routing, 
Scheduling, dispatching and follow-up (RSDF techniques) for 
planning and control of production. These techniques are however, 
not being followed in the following industries:-

(1) Steel Industry-Hindustan Steel Ltd. 
(2) Petroleum Industry- (a> Indian Oil Corporation Ltd 

(b) Cochin Refineries Ltd. 
(3) Fertilizer Industry- (a) Fertilizer Corporation of India 

Ltd. 
(b) Fertilizers & Chemicals Travan-
core Ltd. 

(4) Mining Industry-(a) National Coal Development Corpo-
ration Ltd. 
(b) National Mineral Development. 
Corporation Ltd 

3.16. 'Routing' means determination of the pth of manufacture. 
'Scheduling' consists of establishing time sequence for various 
operations. 'Dispatching' involves issuance of orders and the work 
Follow-up' means expediting the flow of work. 

3.17. During evidence, the Chairman, Heavy Electricals(I) Ltd. 
stated that in the case of smaller products they did follow the RSDF 
techniques. As regards tailor madE: items which constituted about 
60 per cent of their production, these techniques were adopted to 
review the progress. 

3.18. The representative of Heavy Engineering Corporation Ltd. 
stated that they were thinking of using computers for the planning 
and control of production. 
3.19. The representative of Hindustan Machine Tools Ltd. stated 
that they get the assessment of the progress of production control 
done with the help of an electronic computer., The production 
control by the conventional method would have aLmost been. 
lmpossible. 
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3.20. The Chairman, Hindustan Steel Ltd. stated that "the func-

tion of production planning and production control is not merely 
target setting bu t ensuring the targets are achieved .... So, production 
planning is concerned with the working out of all the details and 
not so much with the target setting." He informed the Committee 
that so far as steel was concerned, the demand today out stripped 
the supply. It was in the Joint Plant Committee that the represen-
tatives of the plant and sales got together to evolve an overall pro-
duction plan. Thereafter, the oV\:!rall production plan was broken 
into unit plans to make sure that raw materials were available, that 
necessary number of shifts were run, and that the sequence in 
which products were to be made was properly determined that the 
days on which maintenance was to be carried out were properly 
worked out. He expressed the view that "undoubtedly that plan 
must come with the full concurrence of every body who is to ope-
rate it." 

3.21. The representative of the Indian Oil Corporation Ltd. stated 
that the RSDF technique, in the context applicable to the engineer-
ing industry, was not required for the petroleum industry but some 
of the prinCiples underlying it had been made use of in two of their 
refineries where the crude was different and a lot of blending of 
intermediates had to be resorted to, to produce the on sQPcification 
products. 

3.22. The representative of Indian Telephone Industries Ltd. 
stated "we have a large number of shops manufacturing Ii la:~c 
number of components. Some services are common to the shops. 
The RSDF technique has proved quite useful. In fact, it is a must." 

3.23. Explaining the way the production planning and control was 
effected in the coal mining industry, the representative of the 
National Coal Development Corp. Ltd. stated that an annual working 
of technical plan was prepared by the Colliery Manager with the 
IlSSistance of· mechanical and electrical engineers and other experts. 
This plan was sent to the Director General of the Mines Safety and 
the Coal Board for sanction. Conceding that this plan did not pro-
vide the satisfactory means for establishing control over the process 
of production or the production itself he said, "We have a system of 
production planning and control in an overall way. Presently, it is 
really a system based on commonsaase; it does not follow any 
specific technique like routing, scheduling, dispatching and follow-
up." 

3.24:. As regards the scope for introduction of RSDF tec.'miques 
in the coal mining indu&try, the representative expressed the view, 
'"My own feeling is that the concept underlying these techniques 
can be applied even in the mining field although it might not be 
necessary to use all the formulae or techniques that are being used 



for planning and control of production in the mechanical engineer-
ing field." He added "sufficient thought has not been given either 
in India or abroad to the adaptation of the principles underlying 
RSDF techniques to the mineral field. I feel it would be worthwhile 
doing so and w.e are beginning to give some attention to it." 

3.25. During evidence of the representatives of selected Min-
istries, the Committee enquired whether it was not desirable that 
Government should examine the existing arrangements for planning 
and control of production in various public undrtakings and issue 
some quidelines. In reply, the Director General, Bureau of Public 
Enterprises (Ministry of Finance) stated that so far as control orga-
nisation was concerned, the need had been accepted. He was of the 
view that there cannot be one uniform pattern for planning and 
control and that it w,ill have to be tailored to fit different types of 
industries. He informed the Committee that the Bureau had issued 
Circulars in March, 1969 in this regard. They had started receiving 
replies and hoped to look into the matter on receipt of all the 
replies. 

3.26. Referring to delays at Bokaro Steel Plant, the Secretary; 
Ministry of Steel & Heavy Engineering informed the Committee 
that they were introducing the 'Network Analysis' technique in 
Bokaro now. He felt that this could have been introduced there a 
little earlier. He assured the Committee that in future steel plants 
this management technique would be introduced straightway. The 
Committee understand that when estimated time for various acti-
vities alters, the conventional bar charts do not help much' in 
identification of such variances nor can logical sequence of work be 
outlined in great detail to control a big project. Network Analysis 
is of great help in controlling overall planning of large projects. It 
envisages a logical sequence diagram which outlines the procedure 
in which construction should be organised. It implies that broad 
goals can only be outlined provided activity programme is made in 
sufficient detail to ensure that itemised delay is immediately, 
identifiable. 

3.27. The Committee are surprised by the statement of the Natie-
nal Coal Development Corporation's representative that planning and 
control in their enterprise did not follow any specific techniques. 
The technique of Production Management is changing all o\"er the 
world every day with the introduction of latest techniques. If the 
public undertakings are indifferent to the adoptioll. of modem tech-
niques of planning and control, poor production performance and de-
fective planning may become inevitable. Du~g the examination of 
different public sector undertakings the Committee found that high-
ly sophisticated plants and machinery imported from highly indus-
trialised' countries of the world were being operated on obsolete and 
outmoded techniques of planning and control of production. 
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While it is primarily for the respective industries to decide as to 
whether they would follow techniques like routing, scheduling, dis-
patching and follow-up or any other techniques, the Committee sug-
gest that Government should undertake a survey of existing arrange-
ments for the planning and control of production in all the undertak-
ings to examine how far non-achievement of targets 'of production or 
incurring of losses in each case was due to non-application of modern 
techniques of planning and control. Based on such a survey, proper 
pidelines may be issued to the undertakings highlightin{; the 
modern techniques to be followed by each group of industry. 

C. Use of computers for Production Control 

3.28. Some of the public undertakings, as, for example, Hindustan 
Steel Ltd., Hindustan Machine Tools and the Indian Telephone In-
dustries Ltd., have installed computers. Hindustan Steel Ltd. have 
installed one computer in each of their plants "to aid management 
controls and the quality, speed and scientific soundness of manage-
ment decisions." Hindustan Machine Tools Ltd. have installed an 
Electronic Computer to perform the "entire functions of scheduling, 
routing and assessment of the progress for the Production Control" 
because production control by conventional methods would have 
proved almost imposSible. Indian Telephone Industries Ltd. use the 
Computer for inventories control and several accounting functions as 
well as for production planning in one Division. They are thinking 
of extending its use for production planning in all the Divisions. 

3.29. Some other public undertakings. as for exaIllple, Bharat 
Earth Movers Ltd., He.avy Engineering Corporation Ltd., National 
Coal Development Corporation Ltd. are also considering the question 
of installation of a Computer. 

3.30. During evidence, the Committee enquired as to what had 
been the experience of undertakings in regard to computers and 
whether other major undertakings should, in their view go in for 
computers for better control of production. In reply, the represen-
tative of Hindustan Steel Ltd. stated that so for the computers had 
been used by them largely for doing work of an accounting charac-
ter. They also used computer to study the life of moulds and verious 
other quality control problems, planning and maintenance prog-
rammes oJ a very heavy nature. They were pushing along to make 
the computer take on more and more complicated accounting work 
including inwntory control. 

3.31. The representative informed the Committee that computers 
were not all alike. They needed computers of a different kind for 
using computer technique for production control or process control. 
He added, "all computers are not meant to replace men. All men in 
the world individually cannot do certain things because it will take 
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them several lives to solve certain mathematical formulae. There-
fore, the computer is :m extension of man and not a replacement of 
man." ComRuter helped quick calculation of wages and provident 
funds to workers. The representative pleaded "I hope Parliament 
will assist us in getting computers to serve the Indian economy rather 
than being frightened about it." 

3.32. The Committee enquired how was the use of computers by 
HSL, HMT, ITI etc. to be justified in the context of increasing un-
employment in the country. In reply, the representative of the Hin-
dustan Steel Ltd. stated "we cannot calculate all the variables involv-
ed in the flight of a craft to the moon from here. Those have to be 
converted into mathematical formulae and fed into a mechanism 
created by them to solve them within a short time. You feed some-
thing into a blast furnace. The iron ore is not the same every day 
in terms of its iron content or other materials like sulphur, phosphorus 
etc. but at the end you want the same type of steel or iron. What 
temperatures and what controls of the. blast etc. will give you that 
desired result cannot be exactly received by furnace supervisor. He 
may have the feeling that a particular approach would be suitable 
and it may work out. If his feeling does not work out, he has to re-
ject the output as off grade. If this method is to be replaced by a 
detailed analysis and scientific decision, only a computer can help." 

3.33. The representative further stated that Hindustan Steel Ltd. 
had 1,00,000 employees. If a worker left, they had to find out how 
much provident fund was due to him and what he owed by way of 
house rent, water tax etc. It took months to gather this information. 
But with a coml'uter they could pay workers' their provident fund 
within 24 hours. He observed "if you want to run your social system 
with justice, when the mass of people you have to deal with, grows 
beyond a certain limit, you can only do it with mechanical aid." 

3.34. The Committee pointed out to the witnesses that when a 
computer replaced the men already employed, without adding in 
terms of accuracy, except that there was quickness and reduction in 
costs, it was there that the short term and long term aspects came 
in the way. The representative of the Indian Telephone Industries 
Ltd. stated that he had an occasion to discuss the problem in Japan. 
When there was heavy unemployment as a result of development of 
automatic devices for railway signalling etc. in Japan, the Japanese 
had said that it did not matter if some people had to be thrown out 
of employment because in the course of industrial development total 
employment would go up and not go down. The representative was 
of the view that India should take a long-term view. He said, "I 
am afraid we have to take a long-term perspective. We cannot go 
merely by the short-term problems, as it would be putting the cart 
before the harse and would retard progress. I agree that this 
is a debatable point but we have to consider that when efficiency in-
creases, the economy improves." He felt, "eventually the employ-
ment potential will increase because computers will have to be manu-
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factured, sold, marketed, serviced and operated." He thought that 
if some displacement of men was there on account of use of compu-
ters, the situation could be met by retraining and re-employment. 

3.35. The representative of the Hindustan Steel Ltd. stated, "Com-
puter is not like a typewriter. It's cost is such in capital terms as 
well as its operation costs that only a certain size of operation would 
justify the use of computer." 

3.36. Leading industrialised countries (like Japan and U.S.) have 
accepted the aid of computers to control their cost of production, 
enforce quality control and reduce inventories to appropriate level. 
The Committee feel that India will bave to recognise the role of Com-
puter. as an inevitable tool for industrial efficiency and progress to 
compete in international market. Conscious of the acute problem of 
unemployment, the Committee would recommend computerisation in 
capital intensive industries (e.g. H.S.L. H.E.L. etc.) and not the labour 
intensive industries. Computerisation should primarily be directed 
to enforce (i) inventory and management control and (ii) to cut down 
the cost of production. 

All a matter of fact, the decision to Instal a computer in an enter-
prise should be taken at the time of setting up the enterprise to avoid 
any controversy later. . 

The Committee reiterate that care should be taken to avoid re-
trenchment of labour and the staff, if rendered surplus, should be 
absorbed in alternative jobs in tbe same or allied undertakings. 

3.37. The Bureau of Public Enterprises was set up in April, 1965 in 
tbe Ministry of Finance in pursuance of the recommendation contain-
ed in the 52nd Report of the Estimates Committee. The Committee 
find that functions of the Bureau have been considerably enlarged 
followillg the recommendations made by the Administrative RefOrms 
Commission in tbeir Report on Public Sector Undertakings (October, 
1161). In their note furnished after the evidence, the Bureau have 
atated that they have 5 constituent Divisions in the Bureau, namely, 
(1) Production, (2) Construction. (3) Finance, (4) General Manage-
ment, and (5) Information and Research. The Committee feel that 
with the enlargement of the functions of the Bureau, there is need 
fOr de-centralisation lest the Bureau should grow into a monolithic 
and top heavy administration. The Bureau may ~nsider whether 
it will not be better for it to function in small working groups, each 
1T0up being responsible for one type of industry. 
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MANAGEMENT REPORTING 
A. Communication System 

In modern industrial enterprises, a significant portion of the time, 
increasing rapidly from operating levels to top management level, 
is spent in decision-making. The process of decision-making involves 
the supply and receipt of information, 'encoding' and 'decoding' mes-
sages, construction, interpretation and transmission of instructions, 
etc. all together known as "Communication". 

4.2. During evidence, the representative of the Fertiliser Corpora-
tion of India stated that in their enterprise the formal communica-
tion system established through Office Orders, circulars, etc. had 
been supplemented by informal communication arrangements by 
which supervisors and managerial personnel met in seminars and 
development courses. He felt that there was scope for further im-
provement which could be brought about by developing a system of 
bringing together the managers and supervisors periodically. Asked 
whether there was any instance where a better communication sys-
tem could have helped them to take the right decision qUickly, the 
representative replied that they had not studied the communication 
problem from that point of view. 

4.3. During evidence the representatives of the Undertakings in-
formed the Committee that they were facing difficulties in establish-
ing a sound system of communication with labour. Chairman, Heavy 
Electricals (India) Ltd. stated "where we feel there is still a lacuna 
or a gap is between the first line of supervisors and the rank and file 
of workers". The representative of the Heavy Engineering Corpora-
tion Ltd. revealed that they too faced difficulties in so far as commu-
nication between workers shop staff and immediate level supervi-
sors was concerned. He felt that it will be better to have "shop 
committees" where workers could participate in discussions. Chair-
man, Hindustan Steel Ltd. stated that they had tried their best to 
create "production committees" in which they could associate workers 
to discuss production problems but had not met with much success. 

4.4. The Managing Director, Indian Telephone Industries Ltd. 
stated that in the India Productivity Year, he had appointed a Com-
mittee to go into the communication system in the ITI. That Com-
mittee had felt that the usual meetings which the middle manage-
ment and the supervi!Wrs had was quite adequate for communicating 
the objectives of production to labour. They had also evolved :l 
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'grievance procedure'. There was liaison between middle manage-
ment and labour through Works Committees, Welfare Committee, 
Safety Committee, Incentive Committee etc. The representative, 
however, admitted that despite these measures, there was some scope 
for improvement. 

45. The Chairman-cum-Managing Director, National Coal Develop-
ment Corporation Ltd. stated that in their enterprise they had 67,000 
workers of whom 50,000 i.e. about 67 per cent were semi-skilled or 
unskilled miners. They had 942 officers of whom 730 were engineers. 
The task of communicating the intent and meaning of decision of 
management to labour had become difficult because of existence of 
"groupism". The witness added that despite their having workers 
Committee, Safety Committee, Pit Committees, Joint Management 
CouncHs, etc. he could not say whether they were any where near 
solving that problem satisfactorily. 

4.6. Asked whether appointment of Industrial Relations Commis-
sion as recommended by the National Labour Commission would 
strengthen the channel of communication with the employees, the 
representative of N.C.D.C. said that it may not strengthen the chan-
nel of communication but would help in removing suspicions. The 
Chairman Hindustan Steel Ltd., however, thought that any extrane-
ous agency. be it a CommiSSion or a court, could intervene only in 
certain fairly important matters, and added that communication bet-
ween labour and management was a day to day function and any 
third party's intervention would only create a confusion. The Man-
aging Director. Indian Telephone Industries Ltd. expressed the view 
that formation of Industrial Relations Commission at the Centre and 
States for dealing with disputes which could not be settled at the 
industry level would be instrumental in removing political overtones 
which were given to disputes at present. 

4.7. The Committee are ('oncemed to learn tbat major public 
undertakings are facing difficulties in establishing a sound system of 
communication with labour. They recommend that the public under-
takings should review periodically their existing communication sys-
tem with R view to improve the communication with labour. Public 
sectOr enterprises being model employers are expected to set an ex-
ample and owe a special responsibility to evolve communication with 
labour in such a way that there i§ greater participation or feeling of 
in,'olvement by labour in the fulfilment of objectives of production 
management. 

4.8. Dealing with the importance of physical aids in a communica-
tion system, the Chairman. Hindustan Steel Ltd. stated that Bhilai 
Steel Plant had the best communication system in the sense of the 
physical system. of an inter-com connecting every section of the 
plant with the control point. This system based as it was on steady 
minute to minute information flowing into the control point enables 
them to exercise effective control on production. He added that the" 
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bad not been able to incorporate that system at Durgapur Steel 
Plant. He expressed the view "I think, we have much more to do; 
we have to improve our communication system on all fronts in terms 
of physical aids". 

4.9. The Committee enquired from the representatives whether 
they had any persons in their enterprises specially trained in the art 
and technology of communication. In reply, the representatives of 
the Fertilizer Corporation of India Ltd. and the National Coal Deve-
lopment Corporation stated that they had no person specially trained 
in this line but their staff had attended general management train-
ing courses where the subject of communication was also dealt with. 

4.10. The importance of the role that effective communication 
plays in the successful and speedy implementation of the objectives 
of production management cannot be over-emphasised. The Com-
mittee are of the view that the communication system in the Organi-
sation should be such as to ensure speedy transmission of vital infor-
mation by pressing into service the most modern and economical 
means of communication. They find that there is dearth of persons 
trained in the art and technology of communication in most of the 
Undertakings and recommend that such a personnel should be raised 
in every Undertaking by arranging suitable training. 

Training programmes may be drawn up in consultation with the 
Management Institutes at Ahmedabad and Calcutta. 

B. Management Reporting System 

4.11. During evidence, the Committee enquired whether the re-
ports and returns being submitted to top managementlGovernment 
were not far too many and in such great detail that there was a 
chance of salient points get~ing lost sight of. The representative of 
the Fertilizer Corporation of India Ltd. replied that the number of 
reports from their constituent units came to more than 80. There 
was no feed back from the receiving Departments. He suggested 
that their Corporation should be required to furnish only one comp-
rehensive return to the Bureau of Public Enterprises. The Chairman, 
Heavy Electricals (India) Ltd. expressed the view that there was 
need for the Bureau "to have a fresh look at the returns historically 
going on for some time." 

4.12. The Chairman, Hindustan Steel Ltd. informed the Commit-
tee that under the "Management Information System" evolved on 
the basis of the recommendations of the Specialised Group which 
worked under the Planning Commission in 1968, they were now req-
uired to send only one consolidated report from Head Office to Gov-
ernment on behalf of all the plants. The witness admitted that their 
information system had not been sufficiently elaborate to enable them 
to take effective managerial decisions to control inventories and to 
have the right inventories. They were improving it. 
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4.13. The Chairman, Indian Oil Corporation Ltd. stated that though 
they had already got the number of returns required by Government 
reduced, there was still some scope for reducing the number. 

4.14. The Managing Director, Indian Telephone Industries Ltd. 
expressed the view "I do not think that an industrial organisation 
Ihould have a large secretariat system. A large secretariat, I think, 
would be a waste of productive effort and money and perhaps we 
should rationalise these rt>ports So as to reduce this burden on indus-
try." 

4.15. The Committee observed that when they were on tour to 
the Oil and Natural Gas Commission in Dehra Dun they had the oc-
casion to see th~ir "Control Room" where the system of daily report-
Ing had been introduced. The Committee enquired whether other 
public undertakings had similar arrangements. The representative 
of N.C.D.C. conflrmed that they got daily reports about production, 
despatches, and any other important developments etc. from the col-
lieries by wireless followed by a post-card message. The represen-
tative of the Hindustan Steel Ltd. stated that they too got daily re-
ports on production, despatch, labour situation, major breakdowns, 
etc. 

4.16. During evidence of the representatives of the selected Min-
istries. the Director General, Bureau of Public Enterprises (Ministry 
of Finance) stated that so far as management control report was con-
('erned. the Burenu had provided a form. He added ''We cannot 
claim that it is ab~olutely correct, may be it needs improvement." He 
informed the Committ('e that Government had already accepted the 
recommendation or the Administrative Reforms Commission to evolvE' 
a rational reporting system. They were expecting a Specialist from 
the Internnl Labour Organisation. He assured that this work would 
be ('ompleted within six months. 

4.17. The Committee are in favour of reducing the multiplicity of 
Reports!Returns "uhmittecl to Top ManagementlGovermnent without 
in Any ""y Interfuing with tbe eflldency to take effective manage-
rial d~islons bv the undertaking... In this ~onnectlon, the Commit-
tee han notf'd that Hindustan Steel Ud. hu\'e been able to evolve one 
CoDsondated Itt'port whit'h 5:'GeS from tbeir Head OfIice to Govern-
ment aDd (,O"eI'S all their ,lants. The Committee recommend. that 
other Pub1it" Undertakings should also undertake a review of their 
existin, Reports in ('onsultation with their aclministrative Ministries 
aM try to reduce the number of their ReportsiRetonas. 

The Committee rfl'ommend tbat public undertakiDgs should also 
('onAldel' the advisaltmty of setting up a special cell, if such a ceU is 
not already there in their respet"tive enterprises for the purpose of 
study, evaiuation and follow up of MIda Reports ~ause .. Rity of 
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~cb 1'elJ8rts -would .-ltima&l!el, -]'e" on tlle capacity and fhe .,1Ity 
tqf these eel~ and the extent to wbicla saeh ~ports are made use ef 
lor managerial .decisions. 

4.18. The Committee enquired what arrangements existed in vari-
ous Ministries to scrutinise and take prompt action on the Reports 
.received from various public undertakings. In reply, the Secretary, 
Ministry of Industrial Development, Internal Trade and Company 
Affairs stated that Reports in respect of particular projects came dir-
ectly to him or the other Secretary in the Ministry. The proforma of 
these Reports gave reasons for shortfall in production. The Secre-
taries went through these Reports in very great detail. If Secretaries 
found that there were some points which should be prominently 
brought to the Minister's attention such reports were put up to the 
Ministers. When the Joint Secretaries who are the Directors in the 
Companies go for meetings, they are asked to look into matters re-
quiring attention. Each Ministry held periodical meetings with the 
Heads of Public Undertakings under them so that any common prob-
lems which linger on over a period of time, like labour, foreign ex-
<:hange, Shortage or exports ej;c. were reviewed in considerable detail 
and necessary instructions given to the Undertakings. 

C. Management by Exception 

4.19. From the post-evidence replies, the Committee have noticed 
that out of eight leading public undertakings who gave their evi-
dence, only three, namely the Fertilizer Corporation of India, Hin .. 
dustan Machine Tools Corporation and Hindustan Steel Ltd. follow 
the system of "Management by Exception". This system implies that 
instead of flooding the managements with a mass of data, only the 
4'deviations from the standards" should be reported to top manage-
ment. 

4.20. The Committee enquired whether public undertakings agreed 
with the view that in India the system of Management by Exception 
focussed attention of the higher levels not on proper issues but on 
-the trivial matters of administration. While the Fertilizer Corpora-
tion of India Ltd. and the Hindustan Machine Tools Ltd. have dis-
agreed with this view, the Hindustan Steel Ltd. have stated, "Pro-
bably this difficn1ty ariseS' from reporting all deviations in a single 
comprehensive report meant for all levels of management resulting 
in clustering of too many details thereby clouding the important 
deviations which require special attention." During the current 
futancial year, HSL have made a beginning towards implementation 
of the system of standaxd costing introduced by the British Iron and 
Steel Industry. This system will provide for separate "tailor made" 
reports for different managerial levels so that attention is drawn to 
only those exceptions which are relevant to their responsibilities. 
E6 (Aii) L.S.~ 
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eeption introduced in Fertilizer Corporation of India, IDnciustaR 
Machine Tools Ltd. and Hindustan Steel Ltd. would prove usefal. 
They also recommend that other major undertakings should consider 
the advisability of introducing the system of providing separate tailor 
made reports for ditlerent managerial levels SO that attention is drawn 
only to those exceptions which are relevant to their responsibilities. 
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MANAGEMENT ACCOUNTABILITY 

(A) Fixation of Responsibility 

5.1. During evidence, the Committee inquired how and in what 
manner the principle of accountability should be introduced in 
public undertakings so as to ensure effectiveness of performance at 
various levels of an organisation. In r'eply, the representative of 
t.he Fertilizer Corporation or India Ltd. stated that in a complex 
Chemical process industry such as their, "group efforts" controlled 
the production and it was, therefore, not always possible to pinpoint 
responsibility on individuals, -except for cases of deliberate or wilful 
negligence. 

5.2. The Chairman, Heavy Electricals (India) Ltd. stated "I am 
doubtful whether we would be able to pin point the accountability 
in the pattern prevailing in public sector today, because at what 
ever level you go, you find that there is dispersal of responsibilities." 

5.3. The representative of Heavy Engineering Corporation Ltd. 
stated that it was difficult to fix responsibility because there were 
so many causes of failures e.g. raw materialS', labour not coming 
vpto expectations, etc. 

5.4. The representative of Hindustan Machine Tools Ltd. stated 
that very recently they had introduced a system in their enterprise. 
At the beginning of financial year they fixed "own objectives" in 
consultation with the Head of the Department. After the target 
was set, there was a periodical check and at the end of the year, an 
assessment would be made to find out how much the Head Depart-
ment had been able to achieve, and if he failed to achieve, reasons 
for his failure were analysed to see whether the failure was due to 
reasons beyond his control. The representative expressed the hope 
that after the system was tried for 2 to 3 ~ars, it would be much 
more perfect than what it was today. He added, the whole idea 
was not to find a fault in particular officer but to find out the 
reasons why an individual could not achieve his objectives. 

5.5 The Chairman, Hindustan Steel Ltd. stated that they had a 
daily production plan and each supervisor had to explain why it had 
not been possible for his particular unit to achieve that production 
plan. He explained, "This kind of explanation is to rectify a thing 
rather than to chase him and to find fault." He added, "we are quite 
a young organisation and too many terminations can upset these 
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young people. So, I thinlf terminations have been very _ rarely 
resorted to what has been done in HSL is that they have been 
transferred from one section to the other and a certain amount of 
training has been attempted as a means of bringing up these people." 
The Chairman emphasised fhe fact that Managerial accountability 
was a fact but the exact measurement of that accountability in terms 
of quantum was difficult. There can, of course, be qualitative 
assessment and it was on such piece of evidence that increments 
were detennined or promotion granted. 

5.6. The Chairman, Indian Oil Corporation Ltd. stated that in the 
case of those whose performance was not up to the mark they were 
h!tt behind in the matter of promotions and if consistently bad even 
their services were terminated. He clarified that this only applied 
to officers cadre and not to workers. 

5.7. The Managing Director, Indian Telephone Industries Ltd. 
stated that the main spirit in an industry was team work. Manage-
ment Officers could not divest themselves of responsibility for lapses 
at lower levels. 

5.8. The Chairman-cum-Managing Director, National Coal Deve-
lopment Corporation Ltd. stated that in their enterprise the 
responsibility was defined and if there was any lapse in perform-
allce, the explanations of colliery Managers, were called for. 

5.9. During the evidence of the representatives of selected Min-
istries, the Committee enquired whether Government shared the 
view that crisis in management of public sector undertakings and 
arisen because managements were not accountable for periormance 
and no sanctions, worth the name existed for ensuring effectiveness 
of performance and, if so, how Government proposed to make the 
principle of Management Accountability more effective. 

5.10. In reply, Director General, Bureau of public Enterprises 
stated that Government had given a lot of thought to this matter. 
He said "while we believe that public enterprises should have full 
freedom and autonomy for day to day operation, there would be a 
certain amount of accountability to the over all performance." He 
added, "This we propose to do by a system of management by 
objectives at particular levels, not merely at the top level of the 
management also at lower levels of management." He expressed 
the view that the only way to make the particular management 
responsible was "evaluation of performance against targets." 

5.11. When it was pointed out that targets were set by the 
managements thE"mselves, the Director General stated that the 
noard of Directors had two representatives of the Government also. 
So, Government would naturally have full authority to point out 
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why targets had not been achieved. He emI?ha~ised that "the target 
shoUld not stop as between the Government and the top executives. 
The targets would have to 'be set at all levels of decision rpatdng 
and action taking within the enterprises." . 

5.12. The Committee pointed out that some times p::>litical 
climate, non-availability of foreign exchange Or even a power cut 
may stand in the way of management in achieving the targets and 
if this happened, it would be Clifficult to hold a management responsi-
ble for shortfalL Director General agreed that if broad objectives 
were given, a management could be made responsible if there are 
no other intervening factors." 

5.13. As regards the policy of sticks and carrots in public enter-
prises, the Director General said, "While we have enough sticks 
to punish executives who are lax, there are not enough carrots for 
people who do good work. We should have a system where sticks 
and carrots balance each other. Rewards for good pertormance 
should be a little more than what they are." Asked what punish-
ment had Government inflicted so far except transfer in the event 
of bad performance, the Director General stated that they' had' dis-
missed even General Manager of Steel Plants. . 

5.14. The Secretary, Ministry of Steel and Heavy Engineering 
stated that what the Director General, Bureau of Public ,Enterprises 
had said was certainly the framework within which they intended 
to function, there was always a f~irly large element of discretion 
and judgement which had to come in. Giving the exrup.ple of the 
FertilWer Project of Rourkela he informe~ ~heComI'nittee that 
while it was still under the guarantee pedo,rinance and was being 
erected by the suppliers, one of the Boilers burst. It ,had to be 
decided as to who-Management or Supplier was responsible for 
that accident and to what extent. But who-so-ever may be reb,?onsi-
bIe, the accident delayed the achievement of target. He added that 
during the "Rourke1a Bandh" and "Orissa Bandh,'·peopJewent on 
stoning the houses. Blast furnace had to be cooled down and it took 
many days to revive it. When things like these happened, General 
Managers could not be held responsible. Secretary, Department of 
Industrial Development added "If it is due to the inadequacy of the 
management, the Ministry will not hesitate to take action!' 

5.15. The Committee enquired whether conduct Rules applicable 
to the Civil Services were also applicable to the staff in public 
undertakings, the Secretary, Ministry of Steel & Heavy Engi~eering 
replied in the negative but stated that appointment DI:der. of the 
staff in the public Sector contained a provision for termmatIon of 
service on either side. Director General, Bureau of Public Enter-
prises informed the Committee that there was no difference between 
the public and private sector in so' far as the provision regarding 
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termination of service was concerned. He stated that the services 
of the General Manager, Durgapur Steel Plant were terminated 
after giving three month's notice. On being asked as to how it was 
ensured that the power of terminating an employee's services in this 
manner was not abused, the Director General said, ''Performance is 
lC"Ilething which is quantifiable and can be judged over a period, 
whether it is good., bad or indifferent. It is not the subjective judge-
ment of one person." 

5.1'. I>urine evidnce, the representatives of most of the leading 
pUblic undertaldnl' arlDed that the principle of management 
aceountability was diftleult to be enforced beeause (i) production is 
• team work bued on Il'OUP effort, (ii) there is dispersal of respon-
.ibUlt!e. in the ulatiDi pattern of public sedor, (iii) eauses of 
failure are varied and (iv) qualitative measurement of accountabi-
lity i. not possible. These arrumenta are not convineinar. If these 
are accepted, it will tantamount to IJ'8Dt of complete immunity 
from accountability: 

,Considerinl tbe present low level of productivity and tbe heavy 
flnancial losses beinl ineurred by major public undertakings year 
after year, the Committee are convinced that public enterprises were 
not pulllni their full weicht to ensure that the principle of manage-
ment attountabiUty was implemented in Jetter and spirit without 
fear or favour. The Committee, therefore, strongly ret:ommend that 
Government must formulate a clear policy and see that responsi-
bUlties of eacb level of management were dearly defined in un-
ambiguous terms aDd laid down in black and white so that whenever 
any ad of omission or commission came to ligbt it was possible to 
tlx responsibility and bring the persons concerned for the lapse to 
book. Tbey also emphasise that the polley so framed must make 
the Top Management of every public sector enterprise fuDy nspon-
sible for over all performance partkularly the production perfor-
mance. A. soon as Government are able to formulate sucb • policY. 
tbe same may be placed before tbe Parliament. Efteetiveness of 
tbe policy must be kept under close watch by Govt. and Parliament 
kept Infcmned of the results achieved. 

(B) Criteria of· Juqml Performance 

5.17. The Committee observed that if the criteria of profit or 
loss was not there, how could performance of the public undertak-
ings be judged. In reply. the Director General, Bureau of Public 
Enterprises stated, "I. do not think this popular impression that the 
profit motive is totally absent in public sector is correct." The Com-
mittee pointed out that this was Dot their impression. On the other 

band, It 'IV.., felt tJut there should be profits' and that was why when 
there ~ losses, there was so much of uproar in Parliament. The 
Director General stated that the public undertakings which made 
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prouts were considered by them. as performing their work satisfao-
torily whereas reasons for unsatisfactory performance of undertak-
ings which incurred losses were gone into. 

5.l8.The Committee enquired how the performance of an Under-
taking like Hindustan Steel Ltd. could be judged 86 it cannot make 
pr~~ts since the price of Steel was controlled. The Secretary, 
MinIstry of Steel and Heavy Engi~ring stated that apart from 
Profit there were other criteria also. For instance, comparison of 
the works costs, the input per ton of Steel, the output as against the 
target and so on. The Director General, Bureau of Public Enter-
prises informed the Commitree that" these things are studied in 
depth by the Audit Board and by a system of inter-firm compari-
sons" and added "AB a matter of fact, we are very ambitious in this 
regard, and in this regard we have written to all our Ambassador~ 
abroad to send us the corresponding data from ether countries ah,o, 
so that we C01:lld make those comparisons." 

5.19. The heavy financial losses incurred by major public under-
takings e.g. Hindusta. Steel Ltd., Heavy Engineering Corporation 
Ltd., Mining & Allied machinery Corp. Ltd., Heavy electr'icals 
(India) Ltd., Indian Durings & Pharmaceuticals Ltd., over the 
years, lend weight to the impression tbat tbe criteria of profitabi-
lity was getting gradually eroded and whittled down. If this drift 
from profitability is allowed to continue, there was ev~ry likelihood 
that tbe gains of planned economic development in India may be 
offset by the heavy losses incurred by public sector enterprises. The 
Committee view this development with great concern. They, there-
fore, strongly recommend that GOvernment must impress upon all the 
public sector enterprises the need to avoid losses and ensure profita-
bility i.e. a decent return on investments. As a matter of fact, the 
norm for profitability should be laid down at the time of setting up 
the project itself 50 that the Parliament and the country know in 
advance as to the precise period during which an enterprise is expec-
ed to reach the break even point. Should an enterprise fail to reach 
that stage within the stipulated period and continue to incur losses 
even after the gestation period is over, the Committee feel that the 
Government should examine whether such an uneconomic enterprise 
is to be allowed to eontinue. 

(C) Management Objectives 

5.20 The Committee enquired whether there was any concrete 
instance where the Ministers gave clear objectives to an enterprise 
and said that if they were not achieved, the General Manager would 
have to go. In reply, the Director General said, "This management 
objective concept is something which is coming U'P lust nOW. It ~ 
Jmve 10 be trial and error method for us." 
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by ob,!eet.ivel would be poui~le m the present set up of public sector 
enterpriJea without conferring more POwers. administrative and. 
financial, at every level of management. The Director General~ 
Bureau of Public Ente.rpriJea staW that the qUe6tion of delegatlon 
of POWert had two broad aspects viz. (a) Delegation of powers from 
Government to Undertakings and (b) Delegation of powers within. 
the entllrpriH itself. He stated that Government had conferred 
wide POWel'II on Public undertakings during the last one year or so. 
He added "If you compare the powers that we have now conferred 
on the public enterprises with the powers that the corresponding: 
public enterpriJes In Britain or France 01' 1I011le' other countries 
heve perhaps it will be a little surprising to know that out enter-
prires have now greater autonomy and greater op;>Ol1unJty." HE!' 
admitted that in some cues delegation of powers had not been fully 
effective because it needed a change in the Articles of Association ot 
the enterprises. Anyhow, the process was on. He hoped that-
'wllhln a short time, all the enterprises will be able to exercise all 
the powers.' 

5.22. As Ngards delegation of powers within the enterprise itself,. 
the Director Ge.Deral though that it will depend on the type of enter-
priIe. ainl'le or multt-\\Ilit. type of operation, lines of communicfltjor.., 
reporting syItem etc, and obaerved. "Perbaps the tendency in our-
country partieularly on the part of the multi-unit enterprises is to 
decentrallle but in alDgle-unit enterprises which are located at one-
place, it 1, rather dUJlcult to .. y what the pattern is.· 

~ The c.,...ttee Dote u..t QoVerlUlleDt hay. reeopbecI tt. 
Importuee of maD ..... t b1 o),jeetlv. ee.ee;t. They .... bow-
eYV, .. b" to apprecqte why 'it :wJU have to be trial aDd error 
IUdaod.' 'ftae1 reeommeDd tDat GoverMMDt ........ e •• he a clear 
cut pIu to IDdlcat. u to bow ad ID what mldlDel'the GovemmeDf 
,.. ..... to proceed ID the .. atter 10 that aothlDc b left .... aa4 
'aDd"".. UAleP a clear pktare Is p1acecl Wore the enterprises 
'1 QoVerDmeDt, the Committee .... 1IDabl. to see how the ... ter-
prises CaD be e~ted to work out the maD.,emeat objectives coa-
npt in ita ri,ht perspective. 

5.24. The Committee enquired whet~r time was not ripe for 
creating a special profession of public administrators for public 
s.ector enterprises. In reply, the Director General, Bureau of Public 
Enterprises said, "The question of 8 managerial carde for the pubUc 
sector Is something which is engaging our attention. & a matter of 
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fact, in the Committee of Secretaries, we have discussed this parti-
cular questions as to how to build managerial cadre for the publie 
enterprises', and this is something which we are considering very-
seriously." 

5.ZS. The Committee are of the view that unless a Manageriar 
Cadre consisting of pers()ns of proven ability, integrity, managerial 
talent, initiative and above all faith in the role of the pubUc sector' 
in national economy is established to man senior positions of res-
ponsibility in the public sector enterprises, problems arising in th&. 
realm of production management cannot be satisfactorily tackled. 



VI 
PRODUCTION CAPACITY 

(A) Under-utillsatioa of capadt7 

6.1. From the Statement of utilisation of installed production 
eapacittea .furnished by the Bureau of Public: Enterprises (Ministry 
-of Finance )-:-Append!x II, it has been notic:ed that during 1968-69, 
the only MaJor public: undertakings which worked to 100 per c:ent 
of their installed c:apacity were (1) Nangal Unit of the Fertilizer 
Corporation of India Ltd. (Heavy Water Production), (2) Kiriburu 
and Bailadila Iron an, Projec:ts of the National Mineral Develop-
ment Corporation Ltd., and (3) Gauhati Refinery of the Indian on 
.corporation Ltd. 

6.2. The c:apac:ity utilisation was the lowest in the ca6e of (1) 
Heavy Engineering Corporation Ltd. (Heavy Mac:hine Tools Plant-
2.2 per cent, Heavy Mac:hine Building Plant-(l) Mec:hanie;al 11 j)er 
cent (U) Structural-22 per cent, Foundry Forge Plant-13 per cent 
(2) Bharat Heavy Electricals Ltd. (minimum Oil Circuit Breakers-
S per cent), (3) -H.M.T. Fac:tory, Hyderabad (8.2 per cent) (4) Anti-
biotic. Plant of the IndJan Drugs and Pharmaceutic:als Ltd. (Pencil-
lin 6 per cent Streptomycin 9 per c:ent) and (5) Mining and Allied 
Mac:hinery Corporation Ltd. (9 per c:ent). 

(I) Ste.l Clnd HeClt'Y Engineerillg Industries 

6.S. During 1968-69, capacity utilisation in terms of ingots in the 
"Steel plants was 68 per cent at Bhilai, 67 per cent at Rourkela 50 per 
cent at Durgapur and 40 per c:ent at Alloy Steel ;pIant. Explaining 
the ntUOru. for non-achievement of full rated capacities, Hindustan 
'Steel Ltd. have stated that the speed with which the rated capacity 
was reached in any individual unit depended upon the nature of the 
unit. the level of tecbnology and the time taken by the operating 
81 well as the maintenance staff to aequire on the job skills nec:es-
"'1'1 for the attainment of rated capacity operation on a consistent 
buIa. Steps beina taken by H.8.L. for attainment of rated capacity 
lnclude intensive traJniDg to their 11eclmic:al personnel both in their 
plant. .. well u abroad and employment of foreign commissioning 
personnel with lDdian UDder studies in eaeh cue so that problems 
<Of produc:Uon and maiDteftanoe were quicldy mastered. - ------_._-

.,.. cent lItiliutIOD m terms of value, however. was 30.8 per eat. 
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6.4. During evidence, the representative of HSL stated that Bhila1 
Steel Plant could not achieve rated capacity for want of right type 
of refractories, delay in timely replacement of locomotives, etc. The 
witness conceded that replacement of locomotives some of which 
were more than 10 years old should have been planned by them 
earlier. Rourkela's rated capacity waS' said to be 1.8 M.T. but 
actually t&'at capacity did not exist today. Its available capacity in 
terms of steel would be 1.3 M.T. Rourkela needed more equipment. 
Some of its units were new and, therefore, full development would 
take time. The main problem faced at Rourlrela was that of in-
adequate maintenance apart from various other problems. Durga-
pur's rated capacity was supported to be 1.6 M.T., but its actual capa-
city in terms of steel alove and rolled material may not be more 
than 1.1. M.T. Three out of four coke oven batteries at Durgapur 
had been damaged. 

Rebuilding of one battery took two years. At this rate, it would 
take six years to rebuild these batteries. Durgapur also had the 
problem of poor maintenance of the Mill where the rolling was done 
on ingots. It was due to poor maintenance of these mills, that bil-
lets were in short supply in the country. The representative assur-
ed the Committee that Bhilai would reach its rated capacity in 
1970-71 and Rourkela by the middle or end of 1971. He could not 
give any dead line for Durgapur because there the batteries had to 
be rebuilt. . 

6.5. The Committee observed that while they were on a tour of 
Bhilai Steel Plant, they were informed that structurals were being 
sold to Russia at below 45 per cent of the unit cost and enquired 
whether the situation had shown any improvement. The witness 
replied that the structurals and the rails functioned as a single unit. 
Internal demand for heavy structurals was somewhat feeble. They 
had to seek forejgn market to make full utilisation of heavy struc-
tural capacity. They had a fairly good order from the Soviet Union. 
The prices were fixed annually by reference to international price. 

The prices at which they sold structurals since last year covered 
variable costs. The MHl capacity for Rails was 5,00,000 tons of 13 
metre rails corresponding to Indian Railways' specifications. Indian 
Railways need about 1,20,000 tons from Bhilai. They had, therefore, 
a surplus capacity. They had been able to get a fairly good export 
marklet for rails. World markets do not follow Indian specification 
either in regard to profiles or in regard to lengths etc. and to the ex-
tent their present facilities have to be adjusted in order to under-
take production for export, utilisation is not optimum. 

As far as the products of Rourkela were concerned, the products 
will not be sufticient to meet the internal demand. Internal demand 
for pipes, however, would vary from time to time. It was, therefore, 
necessary for them to seek some external orders for pipes. Tbey 
were not sure what would be the position from the middle of 1970. 
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6.8. Duriog 11168--69, the capacity utilisation io Heavy Engineering 
Corporation W81 (1) Heavy Machine Builtting Plant,-KechaDieal 
11 per cent., atructura1s 22 ~r cent., (2) Foundry Forge Project-
13 per cent. and (3) Heavy Machine Tools Plant-2.2 per cent. Fac-
tori responsible for non-achievement of full capacity are said to be 
non-installation of full complement of plant and machinery, shortage-
of skllled supervision personnel and workers, limited supply of cast-
mp and forgings from Foundary Forge Plant to the Heavy Machine 
Building Plant, low productivity, teething troubles, pattern of orders 
being different from that contemplated in the Detailed Project Re-
port. To overcome these diftlcultles, HEC is introducing incentive 
IChemea, making regular arrangements for training, ete. 

6.7. During evidence, the representatives of HEC informed the 
Committee that in respect of Heavy Machine Building Plant there 
i. gap in orden of 8,000 Ton for 1971-72 but beyond 1972-73, their 
orders position wa. p~etically bleak. The representative was of 
the view that unleu Govemment sanetioneci expansion of Bokaro to 
its second .tap, there would not be enough demand for HEC. The 
repreeentatlve of Hindustan Steel Ltd. and National Coal Develop-
ment Corporation Ltd. ~ with this view. The representative 
of NCDC added --roday NCDC 18 not geeting steeL BEe is not get-
ting steel for ita own fabrication." If this position continued and 
steel expansion did not come about, the country will have to import 
neel in large quantities. 

8.8. The repreeentative of HEC indieated that their Heavy Machine 
Building Plant waa expeeted to achieve Ita full capacity in 1974-'75 
provided they lOt .utlleient orden with adequate lead time and the 
order were more for standard items. The cycle of manufacture of 
lOme 01 their itema was 2+ years. Pattem J;Daldng time in their 
industry was alto more. 

Foundary Forge Plant wa. expeeted to achieve ita full capacity 
In If'15..76 If all factors relevant to attainment of rated capacity e.g. 
making of patterns, acquisition of aldlla, attainment of eftlciency. 
etc. were taken eIlJ"e of. 

6.9. The Committee observed that HEC's production must have 
been built up on certaln demand projections and enquired as to how 
wu it that the demand projections had gone 10 wrong that BEe was 
able to utilise only '1 per cent of lts capacity. The witness replied 
that their capacity bad been built on the expectation that steel cape--
cUy in the country would rise by one million tonne every year. 

8.10. Durin, the evidence of selected Minlstries, the Secretary, 
Ministry of Steel and Heavy Engineering referred to the two UClas-
sic cases" of under-utilisation of capacities, in his Ministry, namely 
the Heavy Engineering Corporation Ltd. and the Mining and Allied 
Machinery Corporation Ltd. and stated, that under utilisation in 
tit.. two cues arose CfJlecause the expeC!tations of demand, on the 
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basis of which these capacities were ~reated. did not materaIi:;e. For 
example, Heavy Machine Building Plant of H.E.C. was set up for, 
fabricating equipment of one million ton every year for the Steel 
Plants but owing to various reasons including reCession the Steel 
Plants were not being set up at that rate. The capacity of the Mining 
& Allied Machinery Corporation Ltd. was created primarily for the 
-coal industry but the programme of mechanization of Coal Industry 
did not materialise. He admitted that the third Plan target of 90 
million tonnes of coal was obviously an over estimate because f:ven 
today production was only 65 to 70 million tons and there was no 
shortage of coal. In order to attain greater utilisation, MAMC was 
already engaged in fabricating equipment for ore-handling at ports 
and contemplated one or two other lines. He said, "we are hoping 
that the expansion of Bokaro to 4 million tons would continue which 
will keep us booked for another 26 to 3 years." 

6.11. The Committee enquired whether Hindustan Steel Ltd. ex-
ported steel goods of the value of Rs. 40 crores in 1968-69 only 
after fulfilling the home demand. The representative of the MinistTy 
of Steel and Heavy Eng:neering stated that in 1968-69 the demand for 
Steel in the country was not as high as it was now and hence there 
was no difficulty in that year. He admitted that the problem, 
which the Committee had in mind would arise in the current year 
i.e. 1969-70 because the demand for steel in the country was now 
very heavy. Conftict between foreign and home demand was not 
there in respect of all the products of 'H.8.L. For example, Bhilai 
rail mill had capacity of 5,00,000 tonnes a year whereas the demand 
of the Indian Railways was about 1,50,000 tonnes. There would, 
therefore, be no difficulty in exporting rails to other countries. They 
had secured orders from South Korea, Iran, Argentina, etc, There 
was, however, conftict of demand in other cases, e.g. billets. Demand 
for billets in the country was v~ry heavy and the damand for export 
of billets was equally heavy. In such cases, the representative, said 
e'We are only exporting to the minimum possible extent to remain 
in the export field so that our place as an exporter is not entirely 
taken up by other countries and we are not forgotten." 

G.12 Duriag the course of their visit to one of the leading steel 
m .. nufaduring company in the private sector, the Committee were 
informed that their steel Plant was working at 90 to 95 per cent of 
Its capacity even though some of their machines were installed seve-
nl years ago. The Committee are alarmed to find that tbe Steel 
PlaDts of the Hindustan Steel Ltd. ate wotking at 0\\\' ia to " l'et 
eent of their rated capacity. If a new enter.,rise faces teething 
troubles during the gestation ~riod a~d is, unable to reach fuD 
eapacity in the milial years, it is Utlderstandab1e. 'ftle Committee 
feel that for an established and experienced Steel industry like the 
Biadustan Steel Ltd., it would be inexusable if they fail to ensure 
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operation of p .... t at the rated capacity ad attaiD Itreak even point 
inaplie of the existence of a peat demad for steel in IAcIia and 
abroad and the rise i. the steel priees. -

6.13. It i. true that Steel Plants of Hi.dustan Steel Ltd. are fadug 
proltlem. of inadequate or poor maintenance, right type of refrac-
tories, non-availaltillty of spares, etc. Itat thea these are the very 
fadors whieh the manlllement of ever)' iDcluatrial enterprise was 
expected to take care of while planning its prodaction on sound and 
prudent Itasiness principles. Now that the maagement of Hindus-
tan Steel Ltd. has identified the preaise facton dae to which ratecl 
capacities could DOt achieved It l' them fa the past, the Committee 
rftonwnend that the maJUll'ement of Htndadan Steel Ltd should 
foea. attention on those fadon and run the plants at their optimum 
capacity by remedying them. A developing country like India can 
III afford the luxury of allowing these expensive steel plants to run 
at unet'onomie levels of utilisation . 

•. 14. The Committee are of the view that Heavy Engineering 
Corporation Ltd. and the Mining and Allied Machinery Corporation 
Ltd. arebding themaelves in this unhappy predicament primarily 
due to the inaccurate and "overamhitioua" demand projections made 
before lastallation of their production capaeiti.. The SeeTdary of the 
Minidry of Steel and Heavy Enrineering admitted during evidence 
that lCexpeetaUon •• f demand, on the basi. of which these capacities 
were created, dld not materialise:' If the projections of demaDd go 
",ron, by a narrow mal'J{in. one could il{Dore it but when the projec-
tions do not materlali~ to the extent of to per cent it only indicated 
that either the exlstinlf machinery for demand assessment wat not 
equal to the task ex-peded of it or the techniques employed or the 
economic data relied upon for this purpose were totally wrong. The 
Committee recommend that Government should (I) examine the 
exist In, machinery for demand projedion". the techniques employed 
for asseslUD .. nt of demaad etc., and (Ii) initiate positin steps to gear 
up the machinery fol' making demand projedioD8 so that productifln 
capacities were iastaDed or t!X1t8nded only to the extent warl1lnted by 
souad and .detltiSe ""'Imeat of demand. 

The Committee reiterate that the Government should ensure ia 
'uture that no undertaJdDlf should be launt'hed unless 8 sdentific 
and accurate assessment of demand bas been made by the Govem-
ment and a proper scrutiny of Feasibi6ty Studies and Pro~et Report 
has heen made. 
(m Heavy Electricals and Machine Tools industries 

6.15. During 1967-68 actual -production in Heavy Electricals 
(India) Ltd. was of the order of ·Rs. 13.80 crores, as a1!ainst their 
installed capacity of Rs. 33.65 crores the over all shorthll in the 
achievement of installed capacity being 59 per cent. Ultimate 
installed capacity of HE(I)L would be Rs. 60 CTOres by 1973-74. 
--,----- - ------

• These ficu" ~late the 6 lish -d P--oouct onlv. Anrepte outPut includiog other 
jobs was, h09Ie\'eI'Ib. 23.01~' •• lpinat their target of R.'l. '."7 aorcs. 
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6.16. Factors responsible for non-achievement of installed capacity 
were lack of development of skills, failure of indigenous supplies: 
which put their production programme out of gear and the capa-
cities installed could not be achieved, lack of orders in some of their 
product lines. H. E. (I) Ltd. have stated that the difficulty of deve-
lopment of skills will solve itself in course of time. Once the opti-
mum. efficiency was reached by mastering the skills, it would be 
maintained. They are carrying out standardisation of some of their 
product lines, resorting to part import of materials and making 
aggressive sales efforts to ensure realisation of optimum capacity. 

6.17. During evidence, the representative of H.E. (I) L explained 
that their rated capacity of 33.6 crores and the short-fall of 59 per 
cent in the achievement of rated capacity calculated on the basis of' 
the actual output in 1967-68 was "more than half way, through the-
gestation period". He added that gestation period in their industry 
was seven years essentially on accoun of three conditions, namely,. 
the machinery they could make in a year, skills and technology to 
be established and the size of the machine they could make. Th. 
representative thought that while consi~ring the question of achieve-
ment of rated capacity, one should not lose sight of the fact that 
machine like electric motors were being made for the first time in 
the country. Nearly SO per cent of the work content in their· 
industry had got the human skill. Elaborating the range of efforts 
being made for development of skills, the representative stated the· 
recruitment of skilled artisans was made by them through the Indus-
trial Institute and thereafter they were given 1i years of training -in' 
years of training in HE(I)L Training Institute. When they started 
the labour efficiency was 20 per cent. but now it was about 50 per 
cent. and in sections where they had incentive scheme the efficiency 
had gone up to 65 per cent. 

6.1S. The installed capacity of all the five factories of Hindustan 
Machine Tools Ltd. was 5,000 standard machine tools worth Rs. 25· 
crores per annum. They had been able to achieve upto 80 per cent. 
of that capacity in 1965-66 but now due to recession in the engineer-
ing industries and consequent lack of demand, they had about 40 ver 
cent. of idle capacity. The installed capacity of their watch Factory 
was 3.6 lakh watches. During evidence, the representative of HMT 
explained that they were trying to attack the problem of lack of" 
orders in two ways, namely (a) finding a product for the market and' 
(b) finding a market for the product. He added that in their indus-
try some of the production capacity was utilised in the production-
of "intangible things". For example, in order to make prototypes· 
and other things, components were to be made from the same place. 
Certain amount of their capacity was utilised in that way. When-
a new product came to the shop, the efficiency of the person work-
ing on a machine went down. It took time before he got used to· 
new type of product. 'rhis absorbed a portion of their capacity and'. 
yet it was not reflected anywhere. 
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6.19. During evidence, the representative of the Ministry of In-

dustrial Development, Internal Trade and Company Mairs explain-
-eel that there were certain undertakings under his Ministry, as for 
.example, the Hindustan Photo Films Mfg. Co. Ltd., where the prob-
lem was how to cope with the deru.nd. As regards Hindustan Ma-
chine Tools, the representative stated that throughout the 15 years 
period, the demand for machine tools had been rising steadily and 
noticeably and referred to the classical statement, "Whether there 
is a recession in any country in the world, the first manufacturing 
industry to sufter is the machine tools manufacturing industry. 
What is worse is that it is also the last to pick up." He thought that 
HMT had gone a "very creditable job." It was able to realise its 
part fully to contribute successfully to the target of Rs. 30 crores set 
for the indigenous Machine Tool industry as a whole, for the Third 
Plan. It studied what sort of machine tools were being imported and 
took up their manufacture. They had the advantage of fresh acqui-
lilion of machine tools in the shops of the Defence Ministry. 

6.20. As regards Heavy Electrical (I) Ltd. Bhopal, the represen-
tative of Ministry of Industrial Development, Internal Trade and 
'Company Affairs stated that each unit of that undeI'taking was big 
enough to be a factory in itself. There was a decline in the utilisa-
tion of capacity in transformer, switchgear and Heavy Electrical 
Units, etc. due to recession but now the capacity was picking up. 
When there was slackness in off take, switch gear unit took up the 
manufacture of rectifiers. They were also trying to get some work 
from Defence. There was, however, some defiCiency in utilisation of 
-capacity on the thermal side. Heavy Electricals (I) Ltd. Bhopal 
had contracted with Associated Electrical Industries, UK. for com-
ponent materials for 8 sets of 120 MW each but they bad received 
firm orders for four sets and expected to receive orders for 2 more. 
There were gaps in utilisation on the thermal side in the case of both 
Hyderabad and Hardwar Units of Bharat Heavy Electricals Ltd ... 

6.21. The Committee enqUired whether it was advisable to set 
up huge factories Uke the one at Hardwar with no orders or demand 
for the products to be manufactured. The representative stated that 
'"whether it is steel or electric plants, they are put up at various 
points of time, depending on assumption that have been made of 
certain overall rates of growth, but unfortunately these rates of 
growth have not materialised till now." 

6.22. The Committee pointed out that the Switch gear Unit 
Hyderabad of the Bltarat Heavy Electricals Ltd. sold goods worth 
about Rs. 2.1 crores but sustained an accumulated loss of 95 lakhs 
which meant that out of the c~pital inves~ent of Rs. 1.9 crores, 
Rs. 95 lakhs had gone. The loss incurred was so great that entire 
paid up capital would have been eaten up by this time. In their 



39 

note furnished after the evidence, the Ministry of Industrial Deve-
lopment have stated that capital cost estimate of the Project sanc-
tioned by the Government was for Rs. 190 lakhs comprising of Rs. 175 
lakhs for Air-Blast Circuit breakers and 15 lakhs for minimum oil 
contraction breakers scheme. AS<lgainst this, the Swtichgear unit 
of 5HEL suffered losses of Rs. 16.57, Rs. 32.05 and Rs. 49.64 lakhs 
during 1966-67, 1967-68 and 1968-69 respectively. The accumulated 
loss in 1968-69 was thus Rs. 98.26 lakhs. Bharat Heavy Electricals 
Ltd. had capacity for producing 8 or ~ sets of 55 MW but they had 
firm orders for one or two. For 110" MW sets, they had orders for 
4 only whereas their capacity was for 2 more. 

6.23. The Committee find that the problem being faced by the 
Heavy Electricals (India) Ltd. and the Hindustan Machine Tools 
Ltd. is the same, that is, lack of orders for their products. This 
confirms the impression that demand survey was not made accu-
rately before setting up these undertakings. The recession in Engl-
neet'ing industries had heen with us for a number of years. Had 
these Undertakings made aggressive sales efforts right from the be-
ginning of the rece!lSion, they would have surely been able to (oun-
teract recession to a greater extent. Anyhow the Committee hope 
that all the Undertakings including these two, would reinforce their 
efforts not only to tap domestic but also foreign markets. The Com-
mittee also wish to emphasise that pUblic undertakings should perio-
dically review their product mix to bring it in line with the chang-
ing pattern of market demand. 
(III) Petroleum and Chemicals 1ndustries 

6.24. The following units of the three-Refineries of the Indian 
Oil Corporation Ltd. did not work up to their full rated ca.pacities 
during the year 1967-68:-

Name of the Unit Rated 
capacity 

2 

Actual 
capacity 
achieved 

3 
---------- -- --~--.------- -----.-.-----.----~~--. -~------. -- 1 

Percentage 
shOrtfall 
in~~7-68 

4 

(Figures in thousand tonnes) 

(I) GAUHATJ RBFINBRY 

(I) KerOJene Refining Unit 230'2 

(II) BARUNI RBFlNERY 

(2) AtmOspheric and vacuum DistillatiOn unit 
No. I & II. 27,000·0 

(3) Ker:>seDe Refining Unit No, I & II 600·0 
(4) Coking Unit 600·0 
(S) Lube Oil Block 

(started from Feb, 68) 
(i) Phen'>l ExtractiOn Unit 188·9 

73'30 

16,29'62 
291'07 
563.211 

68% 

18·S% 
SI·S% 
6'1 % 



(ii) Dewaxing Unit 

(i(l) Contract filteration unit 

(iv) Bitumen Unit 

'40 

2 

(III) GUJARAT 

(6) Atmo3phcric Distillation Unit NO. 1&11 , 

(7) AtmOspheric Distillation Union No. III 
(Started in Sept, 67), 

(II) Catalytic reforming Unit 

2,000'0 

1,000'0 

300'0 

-------
3 4 

2I.S1 83'6 ~ 

7'81 83'7% 

2'17 98'S% 

285'61 

6.25. During evidence, the representative of the Indian Oil Cor-
poration Ltd. informed the Committee that the nono.aperating of the 
Kerosene Refining Unit at Gauhati Refinery had not affected the' 
over all capacity of the refinery itself. Some pressing factors had 
compelled them not to run that unit at the full capacity because they 
needed inferior kerosene for the local market and also for transport-
ing all the products in the pipelines system. As regards the Lube 
Oil Block at the Barauni Refinery, the representative stated that it 
was a complicated unit and they had to do lot of experimentation 
before they could produce the product for which there was market. 
With reference to Bitumen Unit it had been earlier stated that though 
it was commissioned in November~ 1966, it could not be operated 
smoothly due to quality and capacity difficulties. Some modifi-
cations as per Soviet recommendations had been made. Quality pro-
blem was still under examination in consultation with the Soviet 
specialists and Central Road Research Institute. During evidence, 
the representative revealed that from the quality of crude they can 
produce bitumen to meet the I.S.1. specifications but there are some 
serious defects. It did not bind the road well except between an 
altitude of 4,000 and 6,000 ft. for which the demand was very 
limited, Atmospheric Distillation Unit No. 1 & 2 at Gujarat Re-
finery was now running at more than 2 million capacity which was 
higher than the design capacity over all performance of refineries of 
the I.O.C., however, was as under during 1968-69:-

Refinery 

Glfllhati 

Bnrauni 

Gu;arat 

Design 
capacity 
in tenn of 
crude 
thrOUghput 

Capacity 
achieved 
in 1968-69 

0'75 M.T. 0'803 M.T. 

~·oo M.T. 1'767 M.T. 

3'00 M.T. 2·9S8M.T. 
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6.26. During 1967-68, various units of the Fertilizer Corporation of 
India Ltd. achieved the following capacities:-

(A) SINDRI 

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

(I) Ammonia (Old Plant) 

(2) Amm. Sulphate (Old Plant) 

(3) Ammonia (New Plar-t) 

(4) Double Salt (New Plant) 

(5) Urea Plant (New Plant) 

Rated 
capacity 

(Tonnes) 

Capacity 
achieved 

96,000 Annual full 

3,55,000 3,39,061 
Annual (1956-57) 

Daily 
189 171 

Daily 
400 200 

70 70 
Daily 

Percentage 
shOrtfall 

Nil 

4·49% 

9·53% 

50% 

Nil 

----_.- - ------------
(B) NANGAL 

--_.- -----.---------
PrOdUct 

--.--------

Rated 
capacity 

(I) Calcium Ammonium Nitrate (C.A.N.) 

(2) Heavy Water 

(25% N2) 

14· II 
tonnes 

(C) TROMBAY 

Max. attain- ShOrtfall 
able 
capacity 

12·S 
tonnes 

4% 

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

Product 

(1) Urea 

(2) Nitropbspbate 16:13 

(3) Suphala 20:20 

(4) Methanol 

Rated 
Capacity 

(tonnes) 
99,000 

2,70,000 

1,80,000 

30,000 

Actual 
production 
as % of 
R. C. 

58 

25 

59 

32 
----------

Percentage 
sholtfall 

in r967-6g 

42 

75 

41 

68 
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(t) Siftdri', Ammcmia Plant (New) 

6.27. It had been stated by the F.C'!. that the new Amonia Plant 
at Sindrl achieved the capacity of 171 tonnes of dally production as 
against ita rated capacity of 189 tonnes and that this shortage was ex-
pected to be made good by "50 tonnes Naptha Gassiftcation Unit." 
The Committee enquired whether the Naptha Gassiftcation Unit had 
gone into production. The representative of the F.C.I. replied that 
it had not gone into "steady commercial production." It had, how-
ever. been commissioned by the end of February, 1969, i.e. about 6 
weeks behind the schedule. This commissioning was under the con-
trol of contractors who will provide the performance guarantee up to 
March, 1970. 

(II) SindTi', Double SoU Pl4nt (NetD) 

6.28. The Committee enquired the reasons due to which the New 
Double Salt Plant at Sindri had achieved only 50 per cent of its 
rated capacity. The representative of the FCI replied "there is a 
major defiCiency in the Double Salt Plant. The capacity demonstrat-
ed in the formal guarantee test by the plant supUers was only 347 
tonne. as against the contracted capacity of 400 tonne&. The con-
tracting firm had been penaUsed and the penalty amount had been 
collected. Double Salt Plant was being operated at reduced load due 
to continued shortage of Ammonia, the intermediate product. 

(Iii) TTOfI'lbay'. Ammonia Plant 
6.29. The Committee observed that the achievement of rated 

capacity in 1961-68 at Trombay ranged from 25 per cent to 59 per cent 
in respect of its products and asked for the reasons for that short-
fall. The representative replied. .. the rated capacity at Trombay fs 
only in theory: it will be so until the engineering deftclendes and 
the nw materials quaUties are corrected. Technical Committees 
have gone into this and until those deficiencies are removed, It will 
remain like that." He informed the Committee that AmmonJa Plant 
had achieved 76 per cent in 1967-68 and 90 per cent. in 1988-69 of the 
"attainable capacity" which was 86.000 tonnes. The production in 
the other plant, that is, Urea Complex and the fertilizer plant was 
rt'ally dependent on the availability of ammonia. The ammonia 
plant controlled the production of the entire complex. 

(Iv) Tromba'!ls Meth41\01 PIa", 
6.30. As regards the Methanol Plant, the representative stated 

that though its contracted capacity was 30,000 tonnes, the maximum 
"attainable capacity" was only 18,000 tonnei' the correc:tiw steps 
were brought into use. On being asked whether these were 
mechanical defects. the representative stated that the deftcieDdes 
had acllieved 60 per cent of attainable capacity in 1967-18 and 85 per 
cent of that capacity in 1988-89. 
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Representative of FCI informed the Committee that generally 
speakmg they do not have any Idle capacity in their enterprise. The 
example of that exception was the Sulphuric Acid Plant at Trombay 
which had remained idle because of change in technology of produc-
tion. Though new technology did not entail use of sulphuric acid, 
yet they had made efforts to sell sulphuric acid to the extent market 
was available. 

(v) Trombay's Expansion 

6.31. The Committee enquired whether Trombay had any pro-
granune of expansion of its existing production capacity. The rep-
resentative stated that the plan for expansion of Trombay had been 
approved by the Government based on which a loan agreement with 
the USA had been executed. The Plan was to raise the present capa-
city from 82,000 tonnes in terms of nitrogen to nearly, 2,00,000 tonnes. 
The justification ior expansion was two lold viz. (i) high capital cost 
of the existing plant, and (u) devaluation. Trombay's capital cost in 
terms of annual nutrient capacity was about Rs. 3,750. To compete 
with project like Madras, Durgapur and Kota that must be reduced 
to Rs. 2,000 or Rs. 2,500. This reduction could be brought about only 
by massive expansion. This made expansion of that type and diver-
sification necessary. The Committee pointed out that the justifica-
tion that devaluation had increased their capital cost was just 
"shadow accounting". In order to justify the demand for expansion 
of capacity. what had to be proved was that market round about was 
more than what Trombay could satisfy now or they had under-
utilised capacity and if it was utilised fully, the cost would be re-
duced considerably or they had some advantage in regard to labour 
or technology as compared with other units. On being asked whe-
ther the fact that in the next 4 or 5 years, prices may rise and 
Trombay's cost may be more than that of Madras had been taken 
into account, the representative stated, "We allowed for it and came 
to the conclusion that with an expansion of that type and with 
judicious diversification into more remunerative products, we can 
bring d()wn the incidence of capital cost to the level ()f Madras, 
Durgapur, Gujarat, etc. in the course of the next 3 to 5 years." The 
representative expressed the hope "If our agricultural plans proceed 
in the manner as projected in the plans, when Trombay is expanded, 
its capacity would not be adequate to meet the demands within the 
Trombay's marketing zone." 

6.32. The Committee enquired whether instead of expanding the 
Trombay Unit, it would not be better to start a new Fertilizer Unit, 
say, at Ratnagiri where the demand would be much nearer. The 
representative explained that setting up a new plant would involve 
35 per cent investment on infra&tructure which would be saved if 
Trombay was expanded. On being asked whether Trombay would 
be able to compete if like Trombay, Madru also went in for expan-
sion. '!'be representative stated that despite any further expansion 
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01 other Planta, they would be able to compete because in the econo-
mic marketing zone, they will have an edge over other competiwrs 
who were not within that zone. They were adopting very latest 
technology in the expansion, with the result that their investment 
per tonne would be lower in the newer plants. In the expansion, 
not me!'ely the technology would be new but they would have ad-
vantage of the economies of scale. Their ammonia unit at Trombay 
was for 175 tonnes per day. But they had provided for 1000 tonnes 
per day in a single unit. Madras was 750 tonnes, Gujarat at 500 
tonncs and Durg;)pur 600 tonnes. He assured t.he committee that 
they he'd taken care to see that not only they adopt a sound tech-
~ol(Jgy but also made full adVantage of the economi~ of scale . 

•. ». The COh11'rIittee are 51I1'pri!led at tile stateltleDt of the repn-
sentati\YC! of the Fe11iIizer Col']JOT8fion of India made1hlrbl, e'rideme 
that the ratM rapacity at Trombay Unit wal only in theory and that 
the attain.ble rapat'ity wu lower thua·tt.e rated nl'l*eity. 'l'heCom-
mtttee reC'omme'ft'd ttmt manapments 1IIUSt reprd the attainment of 
rated eaprity al their supreme task IUId make strer.QOUS efterls to-
wards that ead by rectifying design or engineerilllg deficiencies in 
plantll, if .. y, and creating eptirttum ronditions 1lnder whieh the 
plants eould work at their fuh rated eapacity. To regard the rated 
ta.aclty a. only a tJ,eeretleal proposition and not a pradical possi-
bftity by the undertakings is a tendency whieh ean only result in 
d~rattllg the rated capaeity to the 10wet-le~ .,f at'tlrimlitle capacity. 
The Committee feel that such a tendency of the undertakings has to 
he dhcoaraged because If it is allowed to continue there wi" be let up 
In the t'ifort. of the m.rnagements to reach the optimum rapacity. 

Should the undertakings find it impossible to operate the plant at 
the fuJI rated eapacity, they should reduce their rated eapacity to the 
attainable capacity only with eoncurrenee of the administrative Mi-
nistry eoncemed and the Ministry of Finanee invariably. The Com-
mittee view the statement of tbe representative of tbe FertlUzer 
CorporatJon with allrm and teel tbat In ad of derating tbe eapacity 
of the pllnt at Ttombay to the 'ower level of "attainable eapacity" 
was rather unjustified. Tbey recommend that public undertakings 
should acquire planb of only the proven rated capacity after rigid 
performanre tests because onee a defective plant was acquired it 
became a liability for all time to eome even if the eontractor paid 
the penalty under the contract. Payments to e8ntractor shoald de-
pad on his demonstrating the rated eapadty of the plant and ma-
eIWlery. 

6.34. During the evidence of Ministries the representative of the 
Dtpartment of PetrolMn mttM th~ft WA§ otlly O1\e R~fhrery of Ute 
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LO.C. namely, the Barauni Refinery which was working to a lower 
capacity partly because of non-availability of crude oil from Assam 
Oil fields and partly because of lack of a good pipeline. In their re-
ply furnished after the evidence, the Department of Petroleum and 
Chemicals have stated that at present there was only one pipeline, 
belonging to Oil India Ltd., for the supply of Assam crude to the 
two public sector refineries at G~uhati at Barauni. The pipeline 
capacity was 2.75 M.T. per annum upto Gauhati and 2 M.T. per 
annum upto Barauni. This line was designed to transport oil India's 
crude only. By middle of 1968 ONGC's Lakwa Oil field also became 
ready for trial production. This gave rise to two difficultiE:'s. First, 
Oil India's pipeline built in capacity could accommodate ONGe's 
crude upto 10 per cent only. Secondly, Lakwa's crude was a high 
wax crude and posed a problem in transportation through the pipe-
line during winter. The later difficulty was over-come by mixing 
Oil's conditioned crude with ONGC's unconditioned crude. Actual 
transportation of lakwa cruqe started in August, 1968, at the rate 
of 100 tonnes per day. In March, 1969, it was decided that Oil wiJl 
transport 685 tonnes per day of lakwa crude through its pipeline 
from April, 1969 onwards. This was the maximum quantity of 
ONGe's crude which OIL'li pipeline could transport, being depen-
dent on the capacity of the pipe-line and on the extent to which 
OIL's conditioned crude could be mixed with ONGC's unconditioned 
crude. In actual practice, however, as against the planned trans-
portation of 1,67,000 tonnes during April, 1969 to November, 1969 the 
actual transportation was 98,000 tonnes only. This was mainly due 
to the fact that the off-take of the two refineries did not materialise 
according to schedule. The transportation of ONGC's and OIL's crude 
had accordingly to be suitably adjusted to meet this fluctuating 
demand of the two refineries. 

,.35. 'l'be u.mmittee are perturbed to kDow that Barauni Refinery 
of the lDdiaD rut Col'pO&'"ation Ltd. laad eeen w.rJUag far below it. 
desip eapacity. TIle reasons for this are stated to be inadequate 
SIIpply 01 crude from the Assam Oil fields aud the limited capa~ity 
of the Oil InUa'a pipeline. From. the note furnished after the evi-
dence, the Committee find that during April to Nove~r, 1969, as 
apiDst ihe plaDlled transportation of 1,67,-900 t1lnnes, actual trans-
portation· was only 98,800 tonnes. This was mainly due to tJae. fact 
that the off-take of the two l"em..eries 4id not materialise according to 
sehedule. The Committee recommend that Government should give 
their serious attention to this problem and explore an abiding solu-
.. 011 a Ioag term basis. But as this may take some time the Cem-
llllitteewauid suggest that in the meantime, efforts should be made 
Ie improve the prupammiag cd transportation so that even with the 
present capacity of the sai. pipetiDe it may be possible. to traDspod 
more oil in a pIannei manner an' according te such schedule of off-
bike U IIIJ • • 1l&Rd upon by mulmd tODBuliotioDB bern-tenth., 
Oil India and IJuIi.a Oil ,CorperatioD. 



Shortage oj Gcu Cylinders 

6.36. During evidence of Ministries, the Committee pointed out 
that when they were on a tour to Baroda, they had the occasion to 
see the gas cylinder industry and were informed that shortage of a 
particular type of steel had held up the production of gas cylinders. 
In reply. the Secretary. Department of Petroleum and Chemicals 
stated that the main difficulty about st~i had been got over. IOC 
had placed orders for cylinders on HMT for fabrication. 'Mle wit-
ness assured the Committee that as soon as delivery of cylinders 
from HMT started the production of LPG would be stepped up. 
From the note furnished to the Committee by the Department of 
Petroleum and Chemicals after the evidence, it is however, noticed 
that JOC have not placed orders on HMT. They are conducting 
negotiations with HMT about the price. It is only on completion of 
present negotiations regarding price, Indian Oil Corporation Ltd. 
would place orders for six lakh cylinders on Hindustan Machine 
Tools Ltd. The schedule of supply of these cylinders would be 
50,000 in the year 1970-71, 70,000 in 1971-72 and 80,000 per year 
thereafter from 1972-73 to 1977·1978. 

1.37. The Committee view witla rreat concem the fad that nego-
lIatloas between the IJUllan 011 Corporation Ltd. and the Hindustan 
M.lalae Too" Ltd. for the ptlfthue of Gas CyUnden have had a 
protneled flMII'M .nd displayed a lack of sale of urrelKY. Short· 
... of Gas Cylinders has afteded the common user in the CODDtry 
althea", there i. DO short. of ps. Caparity to undertake manu-
f.ture of G.. cyllnden already exi.ts in the Hindastan MadUae 
Tool. Ltd. Owin, to the protraded delay in negotiatioDs between 
the two undertakinp, the spare capacity to manufact1ll'e ps cyJia-
den .... remained unutiUIed. U the dHfereates 'between tlae two 
public .. tor eaterprises coaId Bet he tettJecI at their OWII level, the 
Commlt_ an unable to lee wily the two administrative Miaistries 
aameb, the Ministry of Petroleum" Chemicals and MiDeI " Meals 
a". the Mialatry of hHhstri.1 Development, latema1 Tnde ... 
eompany ANn eouId not help these two eDt!rprises to c:ome to aD 
earl, settlemeat. The Committee IK_ead tlaat sacla tater-aa-
dertaldnc DePt .. tlo. leadl". to Inordlaate d.,. sbouId be pt'OlD-
ptly Hrie4I out at ,ater·mlabterial level. 

6.38. The Secretary. Deptt. of Petroleum and Chemicals stated that 
on the Chemicals side, Riahikesh Plant of tbe Indian Drugs aDd 
Pharmaceuti~al. Ltd. was working below capacity because of (I) 
certain teclmolOlical diftleulties. and (ti) lack of demand for some of 
the products. They were examining the possibility of exporting some 
of their proclucts. The Committee were informed that two Russian 
Teams had already come and studied these proWema. 
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He said. "their findings have been quite promising and the manage-
ment also is fairly hopeful that most of these technological diftlculties 
would be solved and they expect that prodUction will stabilise." As 
regards market promotion he said, "I think further work of market 
promotion will have to be done and we are doing that also as active-
ly as possible .. " 

6.39. Surgical Instruments Plant of the IDPL was also working 
below its capacity because of "lack of demand from Hospitals. Com-
bined with that, to some extent, the instruments are not being found 
quite suitable by the medical profession." The representative stated 
that the contention of some of the Doctors was that the surgical in-
struments of IDPL were the best but they were too heavy. The 
Doctors were not used to them. He added "perahps, in the U&SR 
with whose collaboration these were produced, the Doctors had been 
used to that type of instruments." The Committee observed thot in 
Africa, some of the Doctors used to say "thicker the needle, better it 
is." But in India, as there was a little more sophistication, the say-
ing here would be "thiner the needle, better it is." The COlUDlittee 
enqUired whether production at the Surgical Instruments Plant of 
I.D.P.L. had helped in stopping import of these instruments, the wit-
ness stated that some specialised instruments were being imported, 
but not those of the lines in which the Surgical Instruments Plant was 
producing. 

6.40. The representative also informed the Committee that they 
were studying the possibility of diversification at the Surgical Instru-
ments Plant. The proposed diversification may not be in the line of 
surgical instruments, it may be different. The Committee observed 
that it was an elementary thing to assess the demand before going in 
for production. In reply, the representative stated that a number 
of surgeons were consulted before the prototypes were adopted for 
production but now this "slight ditJerence of opinion" in the profes~ 
sion had arisen. On being asked how the ditJerence of opinion could 
be termed as "slight" when there was so much of surplus capacity, 
the witness stated that ditJerence was only in respect of some of the 
instrulrlents . and not all. He thought that "if the original plan for 
expansion of family planning had gone through, there would have 
been much more demand." 

6.41. The Committee enquired whether the instruments, before 
undertaking manufacture of the same were displayed before the 
medical profession before undertaking their manufacture and if not, 
who was to be blamed for this lapse. 

'l11e representative stated, "it will be wrong to assume that even 
if all these detailed studies that one wanted to be made in the initial 
stages before the prototypes were made, the instruments would have 
been popular because the type of instruments keeps on changing. 
and neW types of instruments are desiped and they are better and 
more IOJWJticated. " __ 
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6.42. The representative stated that in the case of surgical instru-
ments Plant, there was no D.P.R. and no detailed market study. 
A Committee of Surgeons which had gone into the matter, rejeeted 
some and accepted other "but it turned out that out of these acceptcci. 
surgeons who are not so eminent are not willing to use the same. A 
number of State Governments have passed them in greater or lesser 
numbers. Some 35, some 60 etc, It is not as if there has been com-
plete rejections." He assured the Committee that there would be no 
more rejection because now "no prodUction will be made unless there 
is a demand." 

LU. The Committee have noted the assurance giveD by the Secre-
tary, Deputmettts of Petroleum aDd Chemicals that in future DO pt'O-
duetioD at the Surckal Instruments Plant of IDPL would be made 
.. less tbere was a demand. The Committee are of the view that 
other puWlc seeler Ult4lertakmgs should also adopt this wbolesome 
principle as basic to their planniDI of production so tlaat ",hatever 
....... uetioa wu ""dertden it was invariably alainst finD bulicatioos 
of cleu .... nd aad feund a ready market. In tbe meantime possi-
Wllty of dlventfieation and alternative use of manufacturinc cap.dty 
shoahl be explored anel made ready. If the demand ftuetuates for 
a litem peri04, the normal produdion in a year should DOt be upset 
anel the ...... tarcet of pnduetion should Dot be lowered. 

B. lASS of PYodudtOD on account of UnderutiJisatioD of capacities 

6.44. In their Note furnished after the evidence the Ministry of 
Industrial Development, Internal Trade and Company Mairs have 
informed the Committee that they have not estimated the extent of 
loss on account of underutilisation of capacities in public undertak-
ings under the control of their Ministry. Their view is that no use-
ful purpose was Ukely to be served by such assessment becaUle main-
tenance of production without guarantee of disposal through sale 
would merely result in a cumulation of stocks and problems arising 
therefrom. They, however, did study the causes which resulted in 
underutilisatlon of capacities and gave suitable suggestions to public 
undertakings r.g. diversification to sUit changiDg pattern 01. demand, 
development of greater degree of inter-dependence, etc. The Minis-
try of Steel and Heavy Engineering have also not made any such 
uaesament in respect of Public Undertakings under their control. 
They ha'Y'e stated that "While notionally there was a loss of value of 
production there was also corresponding saving in inputs." 

6.45. The Ministry of Petroleum and Chemicals and Mines and 
Metals have however assessed the notional loss in the value of pro-
duction on account of underutilisatioD of capacities in public under-
tBlllf§ U1t~ fMlr control. (Appendix Uf). 
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According to this assessment, there was an estimated loss of about 
Rs. 24 crores on account of under-utilisation of capacities in respect 
of undertakings under their control. 

6.46. The Committee are of the view that assessment of loss in 
value of production on account of under-utilisation of capacities in 
various public undertakings even if notional, would have given an 
idea of the extent of loss which could have been averted if the Under-
takings blld been able to operate their plants, at full ('apacity under 
optimum conditions and assured demand. If the notional loss in the 
case of undertakings under the control of one Ministry, namely, the 
Ministry of Petroleum and Chemicals, Mines and Metals could be 
Rs. 24 crores and that too in one year (1968-69) such loss would 
surely be much larger if the notional loss in respect of undertaking" 
under the control of other Ministries had also been assessed. The 
assessment made by one Ministry is enough to reveal the pBvity of 
the problem of gross under-utilisation of capacities in various public 
undertakings and points to the need of evolving some radical mea-
sures. Present s~r.adic attempts being made by each Minmtry to 
deal with this problem without any degree of coordination oannot be 
expected to make any significant contribution to solve this vexiD« 
problem. The Committee, tberefore, strongly feel and suggest that 
a hieb level Expert Committee be appointed by Government to make 
a thorough aBel systematic assessment of under-utilisation of ca.,.t. 
ties, to detect the causes of underutilisation in each case and suggest 
remedial measures, both long term and short term, to mi.nbnise the 
iacideace of unclerutilisation in vaTious Public Undertakings. 



VII 
PRODUCTION PERFORMANCE 

A. Shortfalls in achievement of Targets of prodvetion 

7.1. A statement showing the targetted and actual production in 
various public undertakings during the years 1965-66, 1966-67 and 
1967-68 (3 years) is appended to this Report. (Appendix IV). 

(i) Cases of more than 75 per cent shortfall 

During 1965-66, there was no undertaking in whose case percent-
age shortfall in the achievement of target of production was more 
than 75 per cent but in 1966-67, there was one undertaking namely, 
the Photo Films Manufacturing Co. Ltd. in whose case over all short-
fall in achievement of targets was 87.01, the shortfall in the indivi-
dual items being 86.91 per cent in respect of Cine films and lOOper 
cent in respect of Medical X-Ray. The reason for shortfall was tbat 
trial production of Cine film started only in December, 1966 and com-
mercial production was established by the Collaborators during June, 
1967 only. Similarly, the commercial production of medical X-Ray 
film was established by the collaborators only in May, 1968. 

During the year 1967-68, while the Photo Films Manufacturing 
Co. Ltd. were able to better their performance in as much as their 
over all shortfall in achievement of targets for 1967-68 was only 28.65 
per cent, there was one public undertaking, namely the Heavy Elec-
tricals Equipment Plant, Hardwar of the Bharat Heavy Electricals 
Ltd. (80 per cent shortfall) in whose case shortfall was more than 75 
per cent. Heavy Electricals Equipment Plant, Hardwar went into 
partial production in 1967-68 and had set a target of 227 Electrical 
Machines but they could manufacture only 46 Electrical Machines 
because of delay in receipt of components from Russian Collabora-
tors. During their tour to the Hardwar Unit in September, 1969, the 
Committee were informed that Hardwar Plant had taken up progres-
sive manufacture of components at the Plant and now they had reach-
ed a stage when they would need only 55 per cent of imported com-
ponents as against 97 per cent of imported components required by 
them in the early stage of manufacture of motors. 

(ii) Cases of shof'tfaU between 50 to 75 pe7' cent. 

7.2. During 1965-66, there were two public undertakings, namely 
Fertilizer and Chemicals Travancore Ltd.:, and the National Mineral 
Development Corporation in whose cases the overall shortfall in thp 
achievement of targets was between 50 to 75 per cent, FACT's short-
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fall in individual items with reference to their original targets was 
Amm. Sulphate-76 per cent, Amm. Phosphate 83 per cent, Super-
phosphate 6 per cent, Amm. Chloride 66 per cent and NPK Mixtures 
27 per cent. They had, however, revised the tar~ts and the short-
fall with reference to the revised targetS' came to 23 per cent both 
for Amm. Sulphate, and Amm. Phosphate and 12 per cent for Amm. 
Chloride. It has been stated that reasons for these shortfalls were 
(i) Labour unrest in the form of "go-slow" total strikes etc. for 3 
months, (ii) seasonal power cuts from November, 1965 leading to 
total close down in February, 1966 and power interruption upsetting 
plants and increasing down time. 

The target ted capacity of Kiriburu Project of the National Mine-
ral Development Corporation Ltd. was 20 lakhs tonnes of sized ore 
per annum. But the actual production achieved in 1965-66 was only 
8.48 lakhs tonnes, the shortfall being 57 per cent. It was explained 
that the targetted production of million tonnes of sized ore at Kiri-
buru Project was based on an anticipated lump recovery of 60 per 
cent. The lump recovery in actual practice was 50 to 55 per cent only 
and hence the shortfall in production. Kiriburu Project has, how-
ever, been able to better its performance because shortfall in pro-
duction came down to 11.25 per cent in 1966-67 and only 4.9 per cent 
in 1967-68. 

7.3. During 1966-67 and 1967-68, the overall shortfall in achieve-
ment of targets of production ranged between 50 to 75 per cent in 
the case of Mining and Allied Machinery Corporation Ltd. MAMC 
had set a target of 10,000 tonnes for 1966-67 but its production was 
only 4,536.4 tonnes resulting in shortfall of 54.6 per cent. Its target 
for 1967-68 was 17,600 tonnes but it attained a production of 5,076.1 
tomres resulting in shortfall of 71.2 per cent. It has been stated that 
the targets were prepared on the basis of anticipated demands of 
various mining equipment. In many cases, sufficient orders were 
not received by the Corporation. Other factors responsible for these 
shortfalls are said to be longer production cycle due to diversifica-
tion in products, imbalanced loading of shops, etc. 
(iii) Cases of shortfall ranging between 25 to 50 per cent. 

7.4. &hortfall in the achievement of targets of production ranged 
between 25 to 50 per cent in 1966-67 in the case of the following 
undertakings:-

1. High Pressure Boiler Plant, Tiruchi (BHEL) (in respect of 
Valves). 

2. Fertilizers and Chemicals Travancore Ltd. 
3. Heavy Engineering Corporation Ltd. 
4. Barauni Refinery of the IOC. 
5. N eyveli Lignite Corporation Ltd. (Fertilizer Plant). 
6. Praga Tools Ltd. 
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During 1967-68, there were only two undertakings. namely, Gar-
den Reach Workshop Ltd. and the Hindustan Photo Films Mfg. Co. 
Ltd. in whose cases the shortfall ranged between 25 to 50 per cent. 

7.5. In all other cases either there was no shortfall or the short-
fall in the achievement of Targets during 1965-66, 1966-67 and 1967-68 
was below 25 per cent. 

7.6. To sum up the overall position was as under (Appendix V): 

I. NC). of Und:rtak"ngs (including Unit5) in 
whoK case shortfall in achievement of pro-
duction targets was more than 75% 

z. More than 50% but kIWi than 75% 

3. More than %5% but less than 50% 

4. Less than %5% 

1 

II 

1966-67 

6 

19 

1967-68 

I 

3 

16 

Shortfa.lls in achievements of ta.rgets d'ILr~ng 1968-69 

7.7. From the notes received from major public undertakings 
after the evidence1 (Appendix VI) the Committee have noticed that 
during 1968-69, the Nangal Fertilizer Plant exceeded its targets of 
production in respect of both C.K.N. and Heavy water, Sindri Ferti-
lizer Plant registered a shortfall of 11 per cent in respect of Double 
salt and Trombay Fertilizer Plant suffered a shortfall of 16 per cent 
in respect of Methanol. It has been stated that the main reasons for 
low performance of Methanol Plant was poor quality of raw mate-
rial, increase in plant maintenance, non-availability of sulphuric Acid 
from the PPC Plant at Sindri. 

7.8. In the case of Hindustan Steel Ltd., the shortfalls in produc-
tion were less than 10 per cent in respect of Pig Iron production at 
Bbilai, and Rourkela but 10 per cent in respect of saleable steel items 
manufactured at Durgapur. 

7.9. Heavy Electricals (India) Ltd. had 100 per cent shortfall in 
production of Rectifiers but this was due to the fact that this was 
a new product and production could commence only in 1969-70. The 
shortfall in the case of steam Turbines, water Turbines and control 
gears was 38 per cent, 27 per cent and 20 per cent respectively." 

7.10. All the three refineries of the Indian Oil Corporation Ltd. 
operated at more than their design capacities. Throughout in Million 
Tons was Gauhati (0.803 MT), Barauni (1.767 MT) and Gujarat 
(2.958 MT) as against their design capacities of Gauhati (0.75 MT), 
Barauni (1.7 MT) and Gujarat (2.75 MT). 
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7.11. National Coal Development Corporation Ltd. were able to 
achieve production of 12.61 million tonnes as against their target of 
13.08 million tonnes, the shortfall coming to only 3.6 per cent. During 
the previous year their production was only 10.35 million tonnes. 

7.12. In the case of Indian Telephone Industries Ltd. the shortfall 
in production in respect of manufacture of telephones (all types) WSi 
only 3.3 per cent. 

7.13. Heavy Engineering Corporation Ltd. has three Projects. 
While their Foundry Forge Project and Heavy Machine Building 
Project registered shortfall of 23.26 per cent and 20.49 per cent res-
pectively, the performance of their third project, namely, the Heavy 
Machine Tools Projects was rather poor. It could produce only 8 
Machine Tools as against the target of 33 Machine Tools resulting in 
shortfall of 75.76 per cent. It has been explained that this short-
fall was mainly due to inadequate supply of castings and forgings. 

B. Reasons for non.attainment of targets 

7.14. While specific reasons for non-attainment of targets of pro-
duction vary from undertaking to undertaking and from year to year, 
the Committee find that the main reasons advanced for non-achieve-
ment of targets can be grouped under the following four categories. 
viz.:-

(i) Fall in ?emand for products. 
(ii) Frequent Breakdowns of plant and machinery. 
(iii) Difficulties in procurement of spares and components, Raw 

Materials, etc. 
(iv) Labour troubles. 

7.15. During evidence of public undertakings, the Committee en-
quired whether it was not possible for management to foresee such 
common factors so that there was no shortfall in the achievement of 
targets of production. While the representative of the National Coal 
Development Corporation Ltd. agreed that all these factors 
could be foreseen the representative of the Indian Oil Corporation 
Ltd. thought that one could not foresee major breakdowns. The 
Committee pointed out that normally wear and tear of machinery 
was known and provided for. At the most some percentage of short-
fall in production could be allowed for major breakdowns which 
ought not to be a major reason for non-attainment of targets. The 
representative of Hindustan Steel Ltd. stated that there was some 
times uncertainty about the supply of raw materials. For example, 
Hindustan Steel Ltd. had covered themselves by placing requisite 
orders on the manufacturers of refractories but one major refractory 
unit had a strike for six months with the result that they had to make 
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frantic efforts to pursuade the Government to allow import of re-
fractories. He said, "the facilities are so tightly balanced that a little 
dislocation somewhere had its repercussions right through the whole 
system. In some of these matters we hardly have any flexibility. If 
we fail in supplying steel, the engineering industry has its adversity." 

7.18. The foregoing account of non-achievement of targets of pro-
duction makes a distressing reading. There have been instances 
[for example, (I) Hindustan Photo Films Mfg. Co. in 1966-67, (ii) 
Heavy Electricals Equipment Plant of 8harat Heavy Electricals Ltd. 
in 1887.88, and (iii) Heavy Machine Tools Projects of Heavy Engineer-
ing Corporation Ltd. in 1968-69] where percentage shortfall in 
achievement of targets had been more than 75 per cent. Shortfall 
ranged between 50 to 75 per cent in the case of Fertilizers and Chemi-
cals Travaneore Ltd. in 1965.66, and Mining and Allied Marchinery 
Corporation Ltd. in 1986-87 and 1987-68. The Committee feel that 
either there is something basically wrong in the mechanism of fIXation 
of annual production targets or the arrangements for follow-up of pro. 
duction are deplorably inadequate. Should the undertakings fix 
realistic targets after making a thorough assessment of all factors 
of production and proper follow-up of production plan is done, there 
IIhould have been no reason why the shortfalls should be as high as 
75 per cent. The Committee do agree that breakdowns of plant and 
machinery could not be predicted with any degree of certainty. 
Labour troubles too may erupt rather suddenly, sometimes putting 
the production out of gear. But these factors, however, uncertain, 
should not make such a material ditference in the long run. The 
Committee suggest that public undertakings should streamline their 
machinery for target setting so that targets of production were more 
realistic than what they had been in the past. 

C. Fixation of Annual Targets of Production 
7.17. During evidence, the representative of Fertilizer Corporation 

of India stated that in their enterprise targets of production were 
estimated by the Chief of Production in consultation with the Chief 
of Maintenance and the Materials Managers. After theSe were re-
viewed at various levels, they were finally approved by the Board 
of Directors. Government were continuously kept informed of the 
actual production and where revision of the original targets was 
called for, the reasons therefor. Asked whether in the matter of 
fixation of national targets for fertilizer industry, the Planning Com-
mission consulted only the administrative Ministry or whether the 
Fertilizer Corporation of India was also consulted to ensure that 
whatever national targets were fixed they were realistic and attain-
able. the representative replied "we do not come in direct contact 
with them. We have no direct discussion with the Planning Com-
mission." 

7.18. Heavy Electricals (India) Ltd. stated that they manufactur-
ed equipment only against !;pecific orders. Their main ~ustom:rs 
were (1) Electricity Boards (ii) Railways for electric tractIon eq~~p
ment and (iii) Industry-both private and public sector. ElectncJty 
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Boards consumed about 60 per cent of their production, Railways 
and Industry taking only 20 per cent each. In Heavy Engineering 
Corporation Ltd. targets of production were approved by the Board 
and any revisions were also reported to the Board. 

7.19. The representative of Hindustan Machine Tools Ltd. stated 
that final decision about targets was taken at the level of Board of 
Directors. Government were kept informed about the target and 
achievement by monthly reports. Asked whether there was any 
pressure from Government to produce more, the witness stated that 
that was always there. 

7.20. The representative of Hindustan Steel Ltd. stated that after 
the Board decided the targets, there were detailed discussions with 
the Government and an agreed budget of what was to be achieved 
was set out. The Government was always kept in the 'Picture. It 
was not as if Government's consent was required. Asked whether 
there was delay on the part of Government in realising their diffi-
culties and taking action on matters concerning Government, for 
example allotment of foreign exchange etc. the witness replied, "I 
would not say excessive delay in taking action, but the process of 
taking action is rather slow, they are very active." The witness 
added that during the last 18 months there has been considerable 
improvement in the speed of operation. 

7.21. The representative of the Indian on Corporation Ltd. stated 
that so far as formulation of annual target was concerned it was 
more an exercise for the management at the top level in which the 
Board and the Government were also involved. 

7.22. In so far as the Indian Telephone Industries was concerned, 
their main customer was the Posts and Telegraphs which consumed 
about 80 per cent of their production in terms of value. Hitherto-
fore I.T.I. had to forecast the requirements of the P&T but in the 
Fourth Plan P&T had been able to give a more or close estimate of 
their requirements for various types of equipment. 

7.23. The representative of National Coal Development Corpora-
tion Ltd. stated that targets of production were reported by them to 
the Government but Government approval was not taken and was 
not considered necessary. 

7.24. The Committee find that at present public undertakings are 
completely free to fix up annual targets of production at whatever 
level they consider necessary and to revise them. Government was 
merely kept informed. The Committee feel that this practi&e needs 
review. Under the existing practice there was every possibility of 
an undertaking fixing lower targets than the rated capacity and thus 
covering up its poor performance. The Committee recommend that 

636 (aii) LS--5 
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Amauel Tugeta of production should be fixed after taking into ac-
c:ouDt all the relevant factors into consideration particularly the de-
mand a8 assessed by the Planning Commission, market surveys con-
ducted by the enterprise itself, the rated capacity of the plant and 
machinery etc. Enterprises having Technial Directors on their Board 
of Directors should, wherever possible, take advantage of his objec-
tive technical appraisal of production capacity. The Committee are 
of the view that Undertakings should be free to fix annual targets of 
production 80 long a8 they are equal to or near the rated capacity. 
Bat if an undertaking wants to fix a target lower than the rated capa-
city in.pite of there being a clear demand for the products, it should 
,et prior approval of Government. This will give an opportunity to 
Government to satisfy itself whether deviation from rated capacity 
In a particular caSe is justified or not. 

D. Spares and Components 

7.25. From the replies received from various public undertakings, 
the Committee find that the main difficulties faced by public under-
takings in the matter of procurement of spares and components from 
indigenous sources are (i) poor quantities of indigenous spares (ii) 
higher price of indigenous spares as compared to imported ones and 
(iii) where qualities of spares and components are small or where 
the spares are non-standard ones, indigenous manufacturers do not 
feel inclined to undertake their manufacture. The Committee there-
fore enquired whether these difficulties could not be overcome by 
providing technical assistance to indigenous manufacturers with a 
view to help them to improve the quality of spares and where the 
qualities of spares required were small, by ordering for larger quan-
tities of spares so as not only to meet immediate but also future re-
quirements. In reply, the Fertilizer Corporation of India and Hin-
dustan Machine Tools Ltd. have stated that ordering of larger quan-
tities of spares would go against the concept of controlling inventor-
ies. What the Heavy Electrical (India) Ltd. do is to either manufac-
ture the spate parts themselves or resort to import. In their opinion, 
this was the most economical course. Heavy Engineering Corpora-
tion Ltd. bulk their requirements of spares and components together 
to work out an economic lot for easy procurement. 

7.26. Indian Oil Corporation Ltd. have expressed their inability 
to club their requirements of all the Refineries together as the refiner-
ies excepting Gujarat and Barauni Refineries had been built with 
collaboration of different countries with the result that the equip-
ments installed in Refineries are of djfferent standards and codes. 
Hindustan Steel Ltd. placed orders for 2 to 3 years requirements 
with phased supply in case the annual requirement did not constitute 
an economic order 3ile. 
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7.27. In their note furnished after the evidence, the Ministry of 
Industrial Development, Internal Trade and Company Affairs have 
stated that Government are aware of difficulties being experienced 
by public sector undertakings. Government had already advised 
the undertakings of the desirability of setting up "ancillary indus-
tries" to feed the requirements of spares and components for main 
plants. The scope for participation of small sector in the ancillary 
industries field was continuously receiving Government's attention. 
In order to solve the problem of high cost of indigenous spares, it was 
proposed to set up a number of Associations of small group of entre-
preneurs with diverse types of capacities in close proximity to large 
industrial complexes for meeting the requirements of spares and com-
ponents etc. at more economic prices. Reply received from the Min-
istry of Steel and Heavy Engineering indicate that the Import Sub-
stitution Committee in their Ministry will, among other things, con-
sider the extent to which' requirements of similar items of spares 
components and sub-assemblies could be consolidated. 

7.28. The Committee agree that development of ancillary indus-
tries combined with the efforts to pool requirements of various groups 
of industries in Public sector holds the key to the solution of the pro-
blem of procurement of spares and equipment. They hope that no 
efforts would be spared by Government to promote ancillary indus-
tries. 

(E) Foreign Exchange 
7.29. Some of the public undertakings e.g. Fertilizers and Chemi-

cals Travancore Ltd., Hindustan Machine Tools National Co'al Deve-
lopment Corporation Ltd., etc. have· indicated that procedural forma-
lities involved in getting DGTD's clearance and in the allotment of 
foreign exchange took a long time with the result that sometimes the 
production was held up or affected. During evidence, the rE!}>resen-
tative of the Ministry of Finance stated that for the purpose of im-
port control policy, the entire ran~ of industries had been divided 
into priority and non-priority areas. This policy was introduced in 
1966 and was being maintained since then. There were 59 indus-
tries in the priority area. The same procedure applied. to both the 
private public sectors. 

7.30. Asked whether there was no Scope for improvement in the 
existing procedure, the witness replied, "No, I am not suggesting 
that. If we have specific types of instances where it is found that 
certain aspects interfere with production, those are being looked into 
immediately." The witness admitted that as available free foreign 
exchange was limited and that utilisation of aid funds depended on 
procedures attached to each type of aid this involved a kind of delay. 
The Secretary, Ministry of Industrial Development. Internal Trade 
and Company Affairs observed that change in the procedure attach-
ed to aid funds was not entirely in their hands and any change bad 
to be brought about by the concurrence of the donor country. He 
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informed the Committee that there were cases where manufacturing 
Units reported serious difficulties about allotment of foreign ex-
change, etc. to the Ministry and they in tum took up the matter with 
the Ministry of Finance. He observed, "some times we succeed." 

7.31. The representative of the Directorate General of Technical 
Development informed that their procedure of clearance had been 
streamlined from March, 1968. The salient features of the new pro-
cedure are (i) nomination of specific officers in the DGTD for dealing 
with specific public undertakings (ii) fixation of time limit of 30 days 
for giving clearance and (iii) short cirCuiting method of arranging a 
meeting between officers of DGTD and the concerned undertaking 
(iv) it was no longer necessary for the demanding unit to go to the 
DGTD in the first instance. They can issue an advertisement straight 
away in the Indian Trade Journal and within 45 days if the indigen-
ous manufactures do not respond effectively, the import is cleared. 
The witness also informed the Committee that as an additional safe-
guard against delays in clearance, the DGTD has laid down that 
whenever a })roject was conceived, right at the beginning, they must 
associate in their discussions and negotiations with foreign parties, 
an officer from DGTD ensure that they do not unnecessarily com-
mit themselves to the import of raw materials, components or capi-
tal goods which would be available right now or by the time the pro-
ject came to fruitation. Asked whether what was the number of 
applications, still pending for more than 30 days, the witness said, 
uI would not be able to give statistical answer to the question. But 
from the number of cases that come to the notice of the Ministry, I 
would say that the percentage is of a very low magnj,tude." 

7.32. The Committee hope that the new p~edure (in para 7.31 of 
Report) evolved by the DGTD in March, 1968 in the matter of giving-
clearance from indigenous angle would go a long- way in mitigating-
the hardships faced by public ~edor undertakings in gettinJt such 
c:leuanc:e. They suggest that emcacy of the new procedure should 
be kept under constant watch by Government to ensure that produc-
tion of no public undertaking was held up or affeded on account of 
any undue delay in DGm's clearance Rnd allotment of foreign ex-
c:hange. 

(F) Product Diversification 
7.33. When recession occurs and the demad for products falls. the 

remedies available to an industrial enterprise are to meet such a 
trituation by export promotion and product diversification. Some of 
the major public sector enterprises have already evolved and taken 
tn hand product diversification programmE: to utilise their capacity 
rendered idle consequent on the onset of recession. For example. 
the product diversification programme of Hindustan Machine Tools 
Ltd. includes manufacture of (i) printing machinery covering single 
and mutH-colour presses lettt:r pres:;es Oi) Heavy and medium Duty 
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Presses, Brakes, sheet metal machinery, (iii) Tractors (iv) Expan-
sion of existing watch factory and setting up a new watch factory 
at Srinagar, and (v) components for small car project as and when 
it comes up. Hindustan Steel Ltd. had also taken to diversification. 
Bhilai had developed a number of new sections like Rails for export, 
crane, Shell Bars, Hammer Plates, etc. Bhilai had also developed 
crane, Shell Bars, Hammer Plates, etc. Bhilai had also developed 
Tonnage Special Steels. At Rourkela a variety of quality wheel had 
be.en developed and plans are on hand for the manufacture of cold 
rolled grain oriented high silicon electrical steel sheets. HSL had also 
finalised plans for development of "TORSTEEL". Some of the im-
r"rtant diversifications of Heavy Electricals (I) Ltd., were silicon 
diode rectifiers, thyristor power units, coreless tractors, transductors, 
11 and 33, K.V. metering units, electronic equipment. A significant 
contribution is the engineering manufacture of nuclear ,reactor 
components. Fertilizer Corporation of India Ltd. also not lagged 
behind. The fertilizer production at Sindri at present limited to 
the manufacture of nitrogenous fertilizers, was being diversified te 
include phosphatic and complex fertilizers. On completion of 
Sindri Rationalisation Scheme, the facilities at Sindri would be 
equipped to produce a wide range of complex fertilizers composition. 
In their reply, Heavy Engineering Corporation Ltd. have stated that 
they had not made any detailed study regarding product diversifi-
cation. 
Proposals for Tractor Manufacture 

7.34. During evidence of public undertakings, the Committee 
enquired whether undertakings had been quick enough to formulate 
and implement product diversification programmes. In reply, the 
representative of Hindustan Machine Tools Ltd. said, "The reces-
sion, unfortunately came rather suddenly, that is where we were 
caught. If watch factory was not with us, the situation would have 
been much worse. I hope you will kindly change your impression 
that measures to counteracting recession were not taken earlier but 
were taken late." Asked what had been the fate of HMT's proposal 
for manufacture of Tractors at Pinjore, the witness stated that the 
Ministry had not given their clearance. to that proposal as yet. 

7.35. During the evidence of Ministries, the representative of the 
Ministry of Industrial Development, Internal Trade and Company 
Affairs said, "when the recession came, frankly, I do not think we 
were prepared for it." About HMT the witness Dbserved, "HMT 
management had been, if I may say so, ready enough and respon-
sible enough to see what are the conditions for replacement where 
old lines of manufacture had gone to the background." 

7.36. Asked whether Government had any mechanism which will 
anticipate recession or lack of demand and switch on to diversifica-
tion in time-, the Secretary Ministry of Steel and Heavy Engineering 
stated, "the only answer is diversification, but it is not a process 
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which can be introduced on the turn of a switch." "Diversification", 
he continued, "had to be done by a thorough process of engineering 
studies and demand studies in the things to be manufactured, which 
takes a long time." 

7.37. Secretary, Ministry of Steel and Heavy Engineering added 
that effect of recession was felt more by the undertakings on the 
engineering side, e.g. Heavy Engineering C<>rporation Ltd. and 
Mining and Allied Machinery Corporation Ltd., than on the Steel 
industry. H~ informed the Committee that these Engineering Cor-
porations had taken a number of steps by way of diversification to 
improve utilisation of capacities in their enterprises. For example, 
H.E.C. is acquiring know-how for palletisation, MAMC had started 
production of equipment for ports to be developed in the Fourth 
Plan e.g. Kandla, Vizapatnam, Madras and Goa. Negotiations were 
being carried on with both the Russians and U.A.R. authorities to 
allow the H.E.C. to supply equipment for the Steel Plant being built 
in the U.A.R. with Russian collaboration. H.E.C. and MAMC were 
also making a Joint bid for supply of wagons to the USSR. A con-
sortium of HEC and MAMC along with some of the structural engi-
neering units was being put up to make a bid for turnkey jobs. He 
admitted that these efforts had been made mainly by the undertak-
ings themselves, but with the help of their Ministry. Asked what 
had been the fate of HMT's proposal to manufacture tractors, the 
witness replied that their Ministry had not taken a decision as yet. 

7.38. Reply received from the Ministry of Industrial Develop-
ment, after the evidence indicates that the idea to take up manufac-
ture of H.P. 20 Tractors in the public sector was mooted in 1963. 
A decision to set up a project for the manufacture of "Zetor-2011 
Tractor" was taken by the Ministry of Industrial Development with 
the concurrence of the Planning Commission and the Ministry of 
Finance. A provision of Rs. 1.5 crores was accordingly included in 
the second Czech credit for financing this tractor project which was 
negotiated in May, 1964. After obtaining preliminary estimates for 
the project from Mis. Matokov of Czechoslovakia and discussions 
with the MinistrieslDepartments concerned, approval of the Nego-
tiating Committee of the cabinet was obtained in August, 1965, to 
enter into an agreement with the Czech Agency for the preparation 
of D.P.R. The agreement which was signed on 28th August, 1965 
provided for the submission by the Czech Agency of a Detailed 
Project Report in t\ ..... o parts. It was open to Government to decide 
after examination of Part I of the Report whether to proceed with 
the project or not and accordingly decide whether or not to com-
mISSion Part II of the Report. In pursuance of a decision taken at 
a meeting of the cabinet Committee on Industries on 22nd Septem-
ber, 1966, an Inter-Departmental Committee was set up to examine 
the possibility of manufacturing tractors in the public sector by 
utilising the existing engineering facilities in the country. The 
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Committee recommended that manufacture of 20 HP tractors by 
utilising the spare capacity available in the engineering industry 
was feasible. According to them, the design for a tractor could be 
developed by MAMC with the assistance of CMERI. 

7.39. The production Committee of Secretaries at its meeting held 
on the 29th September, 1966 decided that the feasibility and econo-
mic viability of the tracor project could be usefully discussed only 
after the receipt of Part I of the DPR 

7.40. Part I of the DPR was received in May, 1967. It envisaged 
a project for the manufacture of 12,000 tractors plus 20 per cent 
spare parts with a capital investment of Rs. 23.48 crores including a 
foreign exchange component of Rs. 2.645 crores. The examination 
of the Report in consultation with the DGTD and NIDC revealed 
that there was considerable scope for reducing the capital invest-
ment as a number of components and semi-finished products for 
which manufacturing facilities were provided in the project, could 
be brought out from units already established in the country. The 
Czechs generally agreed with this assessment and in the light of 
discussions submitted two supplementary reports in October, 1~7 
and January, 1968 respectively. In the latter case, the cost of the 
project had been brought down to Rs. 10·64 crores with a foreign 
exchange component of Rs. 2.61 crores. At the Inter-Departmental 
meeting held on the 11th April, 1968 it was observed that in the 
report submitted by Mis. Motokov, the selling price of the tractor 
had been estimated at Rs. 14,500 whereas the selling price for the 
MAMC tractor estimated by the Committee was about Rs. 18,000. 
It was decided to scrutinise the estimate of cost of prouction for 
the two models further. In August, 1968, it was reported that in 
collaboration with CMERI, MAMC had developed their own design 
of 20-HP tractor-sinCe named 'Swaraj' and maunfactured a few 
proto types. These proto types had been sent to Bundi, Ludhiana 
and Pantnagar for tests and trials. On 26th September, 1968, HMT 
approached Government with a proposal to manufacture Tractors 
at its Pinjore unit where there was substantial spare capacity. . 

On 3rd December ~ 1968, the NIDC was commissioned to prepare 
a project report for a joint venture so that the idle capacity of both 
MAMC and HMT could be harnessed. The terms of reference to 
the NIDC included an examination of the feasibility of manufacture 
of either Zetor-2011 in the joint venture project or Swaraj-20 design-
ed and developed by the MAMqCMERI. NIDC submitted their 
Report in April, 1969 to the MAMC and H.M.T. After considering 
the Report of NIDC, H.M.T. submitted a concrete proposal on 12th 
August, 1969 for manufacture of 1,000 Zetor tractor in the first year 
(annual production to be raised to 12,000 during the fifth year) in 
technical collaboration with the Czech Agency. CMERI also sub-
mitted a proposal for the manufacture of 12,000 'Swaraj' tractors 
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per year in two distinct phases. The Ministry of Industrial Deve-
lopment now proposes to discuss these proposals at an Inter-Depart-
me.ntal meeting before taking a final decision on the choice of a 
model to be taken up for production. It has been stated that the 
choice of the tractor model has to be made after a careful examina-
tion of all the relevant factors including performance and specifica-
tions. consumer acceptance ability to compete with other models, 
time needed for commercial production, investments to be made, 
cost of production, selling price, etc. 

7.41. The Committee are surprised at the way the proposal for 
manufacture of tractors in the public sector was handled by Gov-
ernment at various s~es resulting in an inordinate delay. The 
jelay primarily appears to be due to indecision of the Governme .. ~ 
coupled with lack of feeling of urgency. The Committee agreed that 
proposals to undertake new lines of manufacture as part of diversi-
fication programme need careful examination of all the relevant 
facton but they feel that such avoidable delays should be avoided 
in future. 

7.42. The Committee feel that public undertakings had not for-
mulated their diversification programmes in time to check the im-
pact of recession. Had they done so, there would not have been 
,ross underutilisation of capacity in major public undertakings. 



VII 
LABOUR 

(A) Labour Utilisation 

From the year-wi!'e statistics showing the percoentage labour 
utilisation to the total available labour hours during the last three 
years, i.e., 1965-66, 1966-67 and 1967-68 furnished by the Undertak-
ings (Appendix VII) the Committee find that extant of labour 
utilisation in 1967-68 as compared to 1966-67 as improved in the case 
of the following Undertakings: 

1. Bharat Electronics Ltd. (from 98 to 98.7 per cent) 
2. Bharat Heavy Electricals Ltd. High Pressure Boiler Plant. 

Tiruchi.(from 85.7 per cent to 91.30 per cent) and Switch-
gear Plant, Hyderabad (from 85.50 to 91.3 per cent). 

3. Fertilizer Corporation of India Ltd. (Sindri Unit). (from 
88.22 to 88.50 per cent). 

4. Heavy Engineering Corporation Ltd. (from 83.3 to 86.7 per 
cent). 

5. Hindustan Teleprinters Ltd. (from 89 to 95 per cent). 
6. Indian Telephone Industries Ltd. (from 88.34 to 99.02 per 

cent). 
7. Neyveli Lignite Corporation Ltd. 

(i) Mines Project (from 84.72 to 87.90 per cent). 
(ii) Fertilizer Plant (from 88.26 to 89.84 per cent). 
(iii) Power Plant (from 87.12 to 88.20 per cent). 

8. Praga Tools Ltd. (from 72 to 96 per cent ). 

Utilisation of labour in the case of the following Undertakings 
has, however, gone down during 1967-68:-

1. Heavy Electricals (1) Ltd. (from 95 to 93.00 per cent). 
2. Hindustan Machine Tools Ltd. (from 83 to 73.4 per cent). 

3. Hindustan Zinc Ltd. 

(i) Zawar Mines (from 89.74 to 85.97 per cent). 
(ti) Tundo Mines (from 70 to 69 per cent). 

4. Neyveli Lignite Corporation Ltd. (B & C Plant) (from 
87.64 to 83.56 per cent). 

63 
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5. Indian oil Corporation Ltd. 
(i) Barauni Refinery (from 89 to 87 per cent). 

(ii) Gujarat Refinery (from 84.07 to 80.40 per cent). 

8.2. Some Undertakings i.e. Hindustan Antibiotics Ltd., Hindus-
tan Cables Ltd. and Indian Rare Earths Ltd. have not biven vear-
wise details of labour utilliation but they have indicated extei-tt of 
labour utilisation in general terms. Utilisation of labour in Hindus-
tan Antibiotics Ltd. was 82 to 90 per cent, in Hindustan Cables it 
was 80 to 90 per cent, in Indian Rare Earths Ltd., it was 70 per cent. 

8.3. Some of the Undertakings have explained reasons why 
they are not maintaining such record. For example, Fertilizers and 
Chemical~ Travancore Ltd. have stated that in a process plant which 
is highly automatic, one could not assess labour utilisation directly. 
Even when the plant was down, the operators assisted in getting the 
plant on line. Trombay and Nangal Units of Fertilizer Corporation 
of India Ltd. have stated that question of. maintaining such a 
record does not apply to operational staff in a chemical Plant. Trom-
bay Unit has, however, admitted that Souch analysis does apply to 
maintenance and materials handling staff. They have initiated 
preliminary studies to develop systems of controlling manpower 
utilisation. 

8.4. Hindustan Steel Ltd., have stated that in an integrated steel 
plant, interruption in the working of anyone equipment can result 
in connected equipment being idle. Because of the specilised tech-
nical skills necer.sary for the various departments it was not always 
possible to shift men from one section to the other in such cases for 
short period and at a short notice. Manageri,ally, therefore, the 
measurement of labour utilisation in terms of idle hours has limited 
significance. In a capital intensive industry like steel equipment 
utilisation had greater significance. 

8.5. National Coal Development Corporation, National Buildings 
Construction Corporation Ltd. and National Instruments Ltd. also 
have not kept detailed reports regarding labour utilisation has com-
?ared to the total available hours. 

8.6. The Committee enquired whether it was not desirable that 
Undertakings like FCI, HSL, NCDC etc. should also maintain 
record of labour utilisation in some form or the other. In reply the 
FeI have stated that their Industrial Engineering Departments have 
taken up the matter. 

8.7. Hindustan Steel Ltd. have informed that in their current 
project of revision of incentive schemes detailed studies have been 
undertaken in order to determine manning required for different 
work groups. One such manning h!ls been done the incentive 
scheme would incorporate the element of labour productivity index 
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in addition to ?t~er . compo~ents of production efficiency. The 
labour productIVIty mdex wIll also help in reducing overtime and 
induc.ing men to work with less than the standard manning on 
occaSIOns of heavy absenteeism. HSL are of the view that these 
measures would help ensure proper utilisation of labour in different 
work groups. They propose to have necessary records to measure 
labour productivity to different work groups. 

8.8. National Coal Development Corporation Ltd. have stated 
that the records are kept by them in each mine showing number of 
persons employed in different shifts and the quantity of coal 
produced. This enabled them to determine "output per man shift" 
at the coal face, in the mine generally and overall including admi-
nistration personnel. 

8.9. The Committee regret to note that the level of labour Uti-
lisation has gone down in the case of Heavy Electricals (India) 
Ltd., Hindustan Machine Tools Ltd., Hindustan Zinc Ltd., Briquet-
ing and Carbonisation Plant of Neyveli Lignite Corporation Ltd., 
Barauni and Gujarat Refineries of the Indian Oil Corporation Ltd. 
When the labour utilisation in an enterprise touches as low a 
level as 70 per cent its productivity and profitability are bound to be 
affected. The Committee, therefore, hope that these enterprises 
would investigate into the reasons for this fall in labour utilisation 
with a view to evolve effective measures to improve labour utilisa-
tion. 

8.10. Some of the public undertakings as, for example, National 
Buildings Construction Corporation Ltd., National Instruments Ltd. 
are not maintaining record showing the extent of labour utilisation. 
Garden Reach Workshop have started keeping such record from 
April, 1968 only. Hindustan Steel Ltd. have undertaken studies to 
determine manning for different work groups. Fertiliser Corpora-
tion of India have also undertaken industrial engineering studies to 
evolve systems for controlon labour utilisation. The Committee are 
convinced that effective labour utilisation is vital to production and 
profitability. They fail to understand how could the managements 
of these undertakings succeed in keeping an eye on the trend of 
labour utilisation in the absence of labour utilisation record. The 
Committee recommend that all undertakings should maintain 
Labour utilization record in suitable from so that they may be able 
to locate areas of under-utilisation of labour in time and take reme-
dial measures. Labour utilisation indices should also be aecompa-
nied by indices of labour productivity in the interest of maximising 
production and keeping a timely check on the persistent tendency to 
overstaff. 

(B) Produetivity of Labour 
8.11. Productivity means "production per man". It is con~erned 

with the "relationship between output and the effort required to 
achieve it or expressed in another way, with the quantity of output 
per unit of input." 
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8.12. The Committee enquired from the Undertakings covered in 
this study as to what in their opinion ~re the main factors respon-
sible for low productivity and what measures were being taken by 
them to promote "productivity consciousness" at all levels. Replies 
received from various public undertakings in thi& regard indicate 
that some of the important factors responsible for low productivity 
of labour had been absenteeism, lack of motivation, lack of effective 
supervision, general industrial unrest, inter-union rivahies, over-
staffing, industrial traditions such as provision of helpers .:md lack 
of training for improvement of skills, etc. 

8.13. Steps undertaken by Public Undertakings to prcmole pro-
ductivity consciousness include Incentive Schemes to cre<.tc ncL-
vation, formation of Production Committees, In-plant training, etc. 
Hindustan Steel Ltd. foster a healthy competitive spirit by inter-
plant Comparisons of productivity. Apart from organising labour 
etc, they also make comparisons with other steel planti in India and 
abroad to highlight the gap that has to be made up in the field of 
labour productivity. Hindustan Antibiotics Ltd. exhibit educational 
films on Productivity techniques to workers under the auspices of 
National Productivity Council, Poona. 

8.14. The labour productivity in steel industry is measured in 
terms of ingot tonne~' per man year in works. The labour produc-
tivity in the three steel plants of Hindustan Steel Ltd. during the 
last three years was as under:-

1966-67 

(Ingot tonnes per man-year in works) 

Uhilai Steel Plant 

Durppur teel Plant 

RourlteJa Steel Plant 

50 

56 

77 

47 

so 

74 
48 

58 

The' differences in the labour in terms of ingot tonnes between 
the years 1966-67 and 1968-69 are stabed to be mainly due to the 
onset of recession and the figures in the last few months show imp-
rovement as will be seen from the following:-

_ ... _--_. -_. __ .. -. ----------
April 
June 68 

Quarterly Average 

July 
Sept. 68 

October 
Dec. 68 

.------- - -----------
BSP 
DSP 

RSP 

68 

SO 
61 

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

74 

57 

78 

47 

58 

Januarv 
March 69 

76 

55 

58 
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8.15. The Committee asked as to how was it that labour produc-
tivity in steel plants in India was around 70 tonnes of ingots per 
man per year as against 200 tonnes in Japan and 150 tonnes' in US, 
West Germany and France. In their post-evidence reply, Hindus-
tan Steel Ltd. have stated that in thi5 comparison like was not com-
pared to .like and have pointed out that labour productivity in terms 
of ingot tonnes per man year was only a very abroad indicator of 
overall labour utilisation and that it was not fair to use this broad 
indicator as a tool for inter-firm comparisons because of the differ-
ence in the "organisational set up of steel plants" in I,ndia. Steel 
plants in India had to have a large complex of Repair Shop facilities, 
provision of maintenance services as against sub-contracting adopted 
in the West. Moreover, this indicator took only the production upto 
ingot stage and did not take into account the sophistication of the 
finishing that is undertaken in a steel plant. Over-staffing and 
traditional practices like Helpers etc. also contributed io low level 
of productivity. 

8.16. Hindustan Steel Ltd. have a programme to improve pro-
ductivity in their steel plants over a continuing period by teaching 
target levels of production as soon as possible, introducing incentive 
schemes which will induce shedding of extra manpower wherever 
present and attempting of job-combination with higher scales of pay 
designed to reduce overstaffing. 

8.17. In their reply, Ministry of Steel and Heavy Engineering 
have inter alia stated "the Government have not made any detailed 
analysis f the reasons for low productivity in this country aR compa-
red to some of the foreign countries." The Bureau of Public Enter-
prises has also not made any spe.cial study of man-productivity 
industry-wise. 

8.18. This gives the impression that hitherto Government have 
not taken an active interest in this important task. The Committee 
suggest that the Government should arranJre special study of man 
productivity industry-wise without any loss of time. 

8.19. In the Coal industry, the level of productivity is expressed 
in terms of "output per Manshift". In their post evidence reply, 
the National Coal Development Corporation Ltd. have stated that 
although their average output per manshift was higher than the 
average for all mines in India, it was still much lower than compa-
rable figures for other countries. Thus while the average output 
per manshift for all mines of the National Coal Development Cor-
poration Ltd. was only 0.79 tonne in 1968-69, it was 1.46 tonne in 
France (1966), 1.69 in Poland (1966), about 2.12 tonnes in U.K. 
(1968-69), 3.42. tonnes in West Germany (1967) and over 16 tonnes 
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in U.S.A. (1966). NCDC are of the view that in the mining industry, 
productivity is affected among other things by the geological condi-
tions encountered and as such no strict comparison between the 
OMS figures of one country and another would be valid. NCDC 
have admitted that even where they had resorted to mechanisation, 
their output per Manshift was lower than in the developed countries 
due to factors like (i) deficiencies in the skill of workmen, (ii) faults 
of organisation management and (iii) poor maintenance of equip-
ment. Due to inadequate and erratic flow of spares, labour prac-
tices, etc.-NCDC propose to fill up their gap in productivity by 
prograssive mechanisation of mines, intensive training, introduction 
of improved labour practices, incentive schemes, advance planning 
for supply of spares of imported equipment. 

8.20. Existence of a wide gap in the productivity levels of key 
industries (e.g. Steel and Coal Mining) between Indian and foreign 
countries is a source of great concern to the Committee. Such gaps 
if permitted to continue would be injurious to the development of 
export markets of Indian Steel end other products which would 
be soon available for exports. The Committee recommend that 
public undertakings should adopt improved and modem manage-
ment techniques capable of raising the level of productivity. 

8.21. The Committee are apprehensive that in their anxiety to 
faise productivity, the quality aspect may be lost sight of by the 
Undertakings with the result that greater rejections and off grade 
production would become inevitable defeating the very purpose of 
productivity. Equal importance should, therefore, be accorded to 
the qualitative aspect of productivity. Parametres to productivity 
should be so fixed as to take into account production in comparable 
units in India and abroad. Productivity norms and incentive 
schemes should be applied from the beginning. 

(C) Over-staffing 
8.22. One of the factors of low productivity is overstaffing in 

public sector undertakings. According to a survey conducted by the 
Bureau of Public Enterprises, the surplus staff employed in all the 
public undertakings was estimated to be 15,000 as on 30th September, 
1967 as per the details given below:-

(1) Hindustan Steel Ltd. 
(2) Indian Oil Corpn. Ltd. 
(3) Heavy Engineering Corpn. Ltd. (F. F. Project) 
(4) Indian Drugs & Pharmaceuticals Ltd. 
(5) aharat H~avy Electricals Ltd. (Tiruchi) 
(6) Life Insurance Corpn. of India 

(Estimated) 
9,214 
2,131 

986 

(7) National Mineral Development Corporation Ltd. 
(8) Hindustan Aeronautics Ltd. 

760 
594 
445 
313 
135 
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8.23. Apart from the above mentioned undertakings Hindustan 
Machine Tools Ltd. had about 2,000 surplus men, Sindri Unit of 
Fertilizer Corpo:ration of India Ltd. had 1,324 surplus employees. 
Mining and Allied Machinery Corporation too had some surplus 
staff. In their post evidence replies, the following undertakings 
intimated their estimated surplus staff as under:-

No. of Annual C(st ofre-
Surplus taining surplus sldT 
Staff 

-~-~~ ---~-- -~ ~-- ----------------~ 

Rs. lakhs 

1. F.C.I. 160 6'0 

2. H.S.L. 1500 

3. I.O.c. 490 5°'0 
4. N.C.D.C. 1500 4°'00 " 

-----~---

8.24. The Committee are of the opinion that existence of surplus 
stail adversely aileds productivity and profitability of an enterprise. 
They recommend that the staff strength in the initial stages should 
be determined most carefully after carrying out scientific manning 
studies and a thorough assessment of workload. Such studies should 
be entrusted to independent bodies like the Managements Institutes 
or Institutions like The National Productivity Council for making 
an objective assessment. 

8.25. Be-deployment of surplus staff deserves the primary atten-
tion of the undertakings. The Committee feel that they could be 
absorbed against future expansion or against future retirements. 
Voluntary retirement schemes may be introduced on attractive 
terms if necessary and transfer of staff to other sister enterprises 
could also be considered. 

(D) labour Management Relations 
8.26. During evidence, the representative of most of the leading 

Undertakings informed the Committee that their main problem in 
the sphere of labour management relations was multiplicity of 
unions and inter-union rivalries. For example, the Fertilizer Cor-
poration of India Ltd. had 16 unions. Hindustan Steel Ltd. had 24 
registered unions at Bhilai Steel Plant, 12 unions at Rourkela Steel 
Plant, 50 unions at Durgapur Steel Plant, 3 unions at the Alloy Steel 
Ltd. and 50 unions in the Central Coal Workshops. Existence of 
rival unions led to, as it were, a regular competition in making 
demands. 

8.27. Asked as to how the ideal of "one enterprise-one union" 
could be achieved, the representative of the Heavy Engineering 
Corporation Ltd. stated, "if agitation:H methods are adopted by 
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labour, it is extremely difficult to have this one union. It is only 
by education over long period that we can get it". The represen-
tative of the Hindustan Steel Ltd. also favoured this approach and 
said, "if you ask me for a way out, I would only say that we have to 
undertake a long programme of educating people at the national 
level. Truce is one way of dealing with that problem." 

8.28. The Committee were informed that Heavy Electricals (India) 
Ltd. had a Joint Council. Fertilizer Corporation of India Ltd. had 
made an attempt to form a Joint Management Council at their 
Nangal Unit in 1966 but had not met with success owing to differ-
ence of opinion among the different sections of the recognised 
union. 

8.29. Labour Unions placed their demands before the Manage-
ments from time to time. The representative of Hindustan Steel 
Ltd. was of the view that in a backward economy, there was a 
general desire to improve the standard of living and, therefore, one 
should expect a regular flow of demands. He informed the Com-
mittee that they suffered serious damages in three Coke Oven bat-
terries in Durgapur "arising out of certain situation in which men 
would not work or would not inform the officers who control them 
whenever they are absent". Recently, some men in Durga'Pur first 
switched off the water supply which was meant for cooling the con-
trolling system. He observed "it may be good to have a strike once 
in ten years but what happened at Durgapur was 23 interruptions 
in a single day". The ignot production per man year at Durgapur 
was, therefore, about half of what it was at Bhilai. He said "A 
steel Plant is not like textile mills of a small workshop-may be 
any analogy may not be altogether correct-so that in a steel plant 
due to the high temperatures involved we cannot suddenly switch 
on or off equipment without causing serious damage to plant and 
equipment. Sudden stoppages cause damages. In other words. 
continuous operation demands a sense of responsibility on the part 
of labour and the management to keep the production going." 

8.30. During evidence the Secretary, Ministry of Steel and Heavy 
Engineering stated that la,bour management relations was one of 
the major problems. The Ministry of Labour had already laid 
down certain guidelines and brought out a Hand Book for the 
Jluidance of the management of the public sector undertakings. 
Asked whether labour relations in the Steel Industry were given 
gpecial attention by Government, the witness stated that Labour 
Ministry had various Committee!; of which Steel Committee was 
one. R'E"Ct'ntlv, a meeting of Steel Committee was convened to dis-
cuss the ouestion of revision of the exirnng a~eements. The Sec-
retar .... , Ministry of Petroleum and Chemicals added that when 
Dr. Channa Reddy was in the Steel Ministry, he tried to evolve a 
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speeial eode of conduct for the steel industry but unfortunately 
nothing came out of that because there was no agreement on imple-
mentation of certain basic conditions. 

8.31. Asked as to how strikes or stoppages of work could be 
avoided in the interest of steady production, he said, "1 think it is 
time that we should try once again to have national truce for three 
years. Some consensus of opinion has got to be obtained at the 

- national level so t-hat a certain method of pursuing the demands is 
not in any body's interest." 

8.32. Of the many demands faced by the Managements, two· 
.(Ieserve mention. One is that Undertakings should recruit only the 
"sons of the soil" i.e. the local people. This demand had been made 
by the workers of Barauni Unit of the Fertilizer Corporation of 
India Ltd. The labour trouble at Barauni had assumed serious 
proportion. The post evidence reply of the Fertilizer Corporation 
of India indicates that a detailed letter was addressed to the Sec-
retary of the Ministry as early as 12th Aqgust, 1969 about the labour 
situation at Barauni and demanding that factory site be declared a 
prohibited area and a properly officered CRP Unit be posted there. 

8.33. During the evidence of the selected Ministries, the Secre-
tary, Ministry of Industrial Development, Internal Trade and Com-
pany Affairs stated that according to a circular issued about five 
years ago the then Ministry of Commerce and Industry had laid 
down that recruitment to Class III and IV posts in public under-
takings may be made through regional Employment Exchanges and 
to Class I and II posts by advertisement on an All India basis. 
While this ensured that by and large "sons of the soil" would get 
employment, it did not prevent an outsider residing at the place to 
get himself registered with the local employment exchange and get 
recruited. The representative thought that to provide that only 
local people should be recruited in public undertakings would be 
against the Constitution of India. 

8.34. The second demand was from workers of the Heavy Elec-
trical (India) Ltd. They wanted that there should be no disparity 
between leave rules and working hours of office workers and factory 
workers. The Committee were informed by the representative of 
Heavy Electrical (India) Ltd. that in foreign countries, every 
worker whether industrial Or non-industrial had to put in the same 
number of hours. Even in India, as for example, in Bharat Heavy 
Electricals Ltd. every one from the General Manager downwards 
had to work for 48 hours a week. 

8.35. Labour-Management relations is a very sensitive area of 
management activity. The situations to be faced in this field are 
complex and calls for human understanding, foresight and tact on 
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the part of managements. The Committee fe~l. t~at manageplent of 
public sector enterprises should continue to strive to secUre the active 
cooperation of labour towards improvement of production since a 
contended labour alone can be expected to give their best. 

B.36. Demands received from labour unions should be considered 
by the Managements with sympathy without much loss of time and 
decisions taken on the merits of each demand. Effective steps 
should be taken by the Managements to establish rapport with the 
workers and creating in them "a sense of belonging". Proper 
forums should be established where officers at various levels of 
management can meet and inter-mingle more often with various 
groups of labour. This is only one of the ways to remove the "Psy-
chological barrier" between the managements and labour. 

Top Management should provide a responsible and responsive 
leadership, drive and initiative in this direction. 



IX 
PLANT AND MACHINERY 

(A) Procurement and Installation 

9.1. Replies received from various undertakings covered in the 
study have revealed that there have been a number of cases of 
delays in procurement and installation of plant and machinery. To 
cite only a few cases, there was a delay of about 1 year and 10 
months in procurement of Foundry Forge Plant (2nd Stage) in the 
case of Heavy Engineering Corporation Ltd. In case of Coke Oven 
Plant and Skelp Mill for Durgapur Steel Plant;1.6 M.T. Expansion) 
the procurement was delayed by about 2 years 2 months and 2 years 
6 months respectively. While the delay in respect of Coke Oven 
Plant occurred on account of delay in the supply from indigenous 
suppliers, the delay in res})e{!t of Skelp Mill was due to labour 
trouble in contractors establishment, non-availability of matching 
steel, etc. The delay of 1 year and 11 months in respect of pro-
curement of Steel Melting Shop at Rourk.ela (1.8 M.T. Expansion) 
was caused due to delay in shipping. In the case of Hindustan 
Photo Films Mfg. Co. Ltd. bulk of plant and machinery which was 
scheduled to be supplied by the Collaborators by May, 1963 was ac-
tually received by April, 1965 causing a delay of 1 year and 10 
months. This delay is stated to have occurred because at construc-
tion stage it was found necessary to redesign one of the production 
blocks on raft foundation instead of pile foundation. Similarly, 
equipment for the first, second and third stages of Barauni Refinery 
which were to be supplied by December, 1961, July, 1962 and March, 
1964 respectively was actually delivered by the Collaborators in 
July, 1964, June, 1963 and March 1966 respectively. 

9.2. Installation of Coke Chamber lift at Gauhati Refinery of 
the Indian Oil Corporation Ltd. was delayed by 3 years and 9 
months because the main contractor for erection of Refinery had 
left when this was received. I.O.C. succeeded in finding out another 
contractor but he too left the job incomplete. A delay of 8 to 12 
months has been reported in the installation of plant and machinery 
at Bailadila Project of National Mineral Development Corporation 
Ltd. Delay in this is stated to have been caused due to delay in 
supply of power from the Madhya Pradesh State Electricity Board. 
Ins~llation of Fertilizer Plant at the Neyveli Lignite Corporation 
Ltd. was delaved by 2 years and 3 months, because of delays in 
procurement of steel ~nd cOlllpletion of civil wodts. 

73 
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9.3. Some of the Public Undertakings e.g. Bharat Electronics 
Ltd., Bharat Heavy Electrical5 Ltd., Indian Rare Earths Ltd. and 
Fertilizer Corporation of India Ltd. (Trombay) etc. have indicated 
that they follow the "Programme Evaluation and Review Tech-
nique" (PERT) for coordinated planning of procurement, installa-
tion and commissioning of plant and machinery. The Committee 
enquired as to how was it that inspite of following that technique 
there have been so many cases of delays. In reply, the Fertilizer 
Corporation of India Ltd. have stated that though PERT was effec-
tive, there were limitations of its use under conditions in India be-
cause delays arise in agencies and fOr services which are outside 
the control of those who administer PERT Programme. Though 
Heavy Engineering Corporation Ltd. realise that PERT was an 
effective technique for proper control and review on completion 
schedule, they had utilised it only for some specific important 
orders for completion on schedule but not for procurement, instal-
lation and commissioning purposes. Question of using PERT in 
the case of Hindustan Machine Tools Ltd. does not arise as in their 
opinion PERT was useful in case of new projects only. Hindustan 
Steel Ltd. have used PERT for certain repetitive jobs like Blast 
Furnace relining; steel making furnace relining, Roll changing 
where the sequence of work and other parameters were clearly 
known. As far as major expansion of the integrated steel plants 
was concerned, PERT can. in their view, be introduced only with 
the help of a computer. HSL have already trained a large number 
of their officersi engineers in the application of this technique. 

9.4. Indian Oil Corporation have been depending merely on Bar 
Charts etc. The technique in the form of crital Path Method is 
being utilised in connection with the Haldia Refinery. They pro-
pose to introduce it for other projects also. 

9.5. National Coal Development Corporation Ltd. are consider-
ing to introduce this technique progressively in their development_ 
projects. 

9.6. The Committee recommend that public undertakings should 
make eftective use of management techniques like Programme Eva-
luation Review Technique in order to guard against possible delays 
in the procurement, installation and commissioning of plant and 
machinery, They w01dd suggest that an adequate number of their 
otllcers and engineers be specially -trained in the application of this 
leehnique. 
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(B) Maiateaaace System 

9.7. Maintenance activities are classified as under:-
(1) Shift Maintenance: consisting of running repairs, sche-

duled inspection, minor replacements and adjustment of 
parts. 

(2) Planned Preventive Maintenance: (minor and upto inter· 
mediate categories) consisting of r~vision planned and 
breakdown repairs, replacement and modifications. 

(3) Construction and Heavy Maintenance: consisting of major 
revisions, major planned and breakdowns, major replace~ 
ments and modifications work. 

(4) Capital Repairs: consisting of substantial repairs and re-
placement work involving a long shut down of the plant 
and machinery, for example Blast Furnace relining, capi-
tal repairs of rolling mills etc. 

9.8. 23 out of 38 public undertakings have set up separate Main-
tenance Departments in their enterprises in order to have a central-
ised set up for the care and maintenance of plant and machinery 
(Appendix VIII). Some of these public enterprises e.g. Bhilai Steel 
Plant, Trombay Unit of F.C.I., H.E.C. are following a "partially 
recentralised system" of maintenance whereunder shift maintenance 
consisting of running repairs, scheduled inspection, minor replace-
ments and modifications have been placed under the charge of ope-
ration Departments so that the centralised maintenance Department 
could devote all their attention on construction and Heavy Mainte-
nance and capital Repairs. The Committee have been informed by 
Hindustan Steel Ltd. in a note furnished after the evidence that this· 
had ensured better coordination between operation and maintenance 
wings, timely and prompt attention to equipment failure and pre-
vention of operational malpractices etc. This system is proposed to 
be extended to other steel plants of H.S.L. Existing staff strength of 
Maintenance Departments is as given in Appendix IX. Asked 
whether new system would not result in increase in the staff 
strength, Hindustan Steel Ltd. have admitted that this would nor-
mally require more man power, but as it would ensure ~ore effec-
tive maintenance, and therefore, a better e.quipment availability 
and the overall economics would be in its favour. 

9.9 As partially decentralised system of maintenance has been 
introduced only now and that too only by a few undertakings, its 
effectiveness can be judged after watching the performance of this 
system over a period of time. While this system of maintenance 
can be effective since min1)r maintenance jobs could be undertaken 
on the spot without much loss of time, it was likely to increase the 
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exi.tinc .trencth of Maintenanee staff. Whatever be the new sys-
tem of maintenance, the Committee recommend that unreasonable 
increase of .taft .trenrth on this ground should be positively resis-
ted by the undertakings. 

The Committee emphasise that planned preventive maintenance 
in Public Undertakings should be placed on a mOre scientific footing 
in the licht of experience gained and after making sure that the 
.y.tem did DOt lead to duplication, over-lapping or over-staffing. 

(C) Maintenance Manuals 
9.10. Instances are not lacking when the public undertakings did 

not obtain Maintenance Manuals from the suppliers of Plant and 
Machinery with the result that these had to be prepared by the 
undertakings for the guidance of their technical staff. For example, 
in the Foundry Forge Plant, wherever Maintenance Manual had not 
been &uppUed, these were being prepared by the Heavy Engineering 
Corporation Ltd. Similarly Heavy Electricals (India) Ltd. are also 
having necessary Maintenance Manuals either obtained from the 
suppliers or prepared by them. 

9.11. The Committee recommend that public undertakings should 
insist on and invariably obtain Maintenance Manuals from the sup-
pliers of plant aDd machinery as a matter of standard commercial 
praetice so that the time and labour involved in preparation of thes'" 
Manuals by the undertakings was saved. 

(D) Maintenance Experts Cadre 

9.12. Foreign experts were called for at Nangal Unit of the Ferti-
lizer Corporation of India Ltd. for overhauling of compressors of 
proprietary make. At Trombay, foreign experts were requisitioned 
for overhauling of liqUid oxygen pumps, the type of which had only 
been used at Trombay. The expenditure incurred in the 1a5t ::ix 
years at Nangal was Rs. 0.47 lakhs and at Trombay for the last 
three years the expenditure was Rs. 1.1 lakhs on this account. Simi-
larly at Gorakhpur Unit, the services of six Japanese Experts have 
been retained for a period of six months at an expenditure of Rs-. 
5.6 lakhs Fertilizer Corporation of India is of the view that as both 
Trombay and Gorakhpur Units have sophisticated equipment it 
would be desirable to have experts to do these repairs initially for 
8 certain period. 

9.13. Hindustan Steel Ltd. also depend on foreign experts during 
first major overhauls or capital repairs of major metallurgical units 
or complicated machineries like Blast Furnaces, Turbo Blowers 
Mill equipment, etc. HSL's reply indicates that according to 
their established policy, they post under studies in all places where 
foreign experts are employed. In order to augment the mainte-
nance of their personnel, their staff visit the sister plants during 
major capital repairs to study the planning and actual work. 
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9.14. I~ their post evidence rep~ie~ the'MiniSUjr ol Steel aDd 

Heavy Engineering and the Ministry of Industriail DevelolJ-
ment, Internal Trade and Company Affmrs have stated that Govern-
ment was fully conscious and subcribed to the need for the public 
undertakings to develop their own cadre of Indian experts for su'oo 
works. Facilities for technical trainJng for the purpo'se as provided 
for in the collaboration agreement or in pursuance of schemes devi-
&ed and operated by international agencies under the auspices of 
the United Nations, etc. were being availed of. 

9.15. The Committee are unhappy to note that tl)e giant ,Public 
Undertakings like Fertilizer Corporation of India Ltd. and modus-
tan Steel Limited which by now have already acquired a number of 
years standing in their respective fields should still be dependent on 
foreign experts to advise the local technicians on major over-hauls 
and repairs of their plant and machinery. They regret to note that 
adequate attention has not been paid ab initio for the development 
of their own carde of maintenance experts to handle major over-
hauls. dlpital repairs etc. The Committee, therefore, recommend 
that the Govemment might consider the desirability to draw up a 
scheme for development of a cadre of maintenance experts in all the 
major undertakings so that India's dependence on foreign experts 
is reduced to the barest minimum and self reliance is developed in 
the field of maintenance of Plant and Machinery. 

(E) Preventive Maintenance 
P£riods Of Break downs and loss in production 

9.16. It has been estimated that in 7 public undertakings alone 
the total loss in production on account of breakdown of plant and 
Machinery during the last three years was more than Rs. 703 lakhs 
as per details given be10w:-

... _---_. __ .-----------------
Nam~ of th: P.U . 

....... __ .. _-------------------_._. ---
(Rupees in lakhs. 

J, Bharat Earth Movers Ltd. 0'34 0'46 o'tio 

2. F ~rtilizers & Chemical!' Ltd. 53'~ 76'72 

3, S'ndr; Upit (FCI) 82'29 31'69 62'21 

4, G Iden Raech Workshop Ltd. 0'29 0'48 

5, H':l!Y Sle:tricals (Tndia~ Ltd, 4'50 4'20 

6, F'1Jndry Forge Plant7 (HEC) 3'50 

7, !'I'~~'v(!li Lign;te COrpn, Ltd, 58'00 240'7 83'90 ---
TOTAL 140'63 331'14 231'61 



,. 
9.17. Hindustan Steel Ltd. have not indicated the extent of loss 

ot production because, according to them, loss of production due to 
breakdowns only cannot be segregated in an integrated steel plant. 
In another reply, it has been stated that HSL's integrated system 
of work provides alternative methods of carrying on the work or 
allows some reserve stocks 'at intermediate pOints in between the 
processing Department to ensure the continuity of production of 
subsequent units in the event of a failure in the earlier unit. 

Mazagaon Dock Ltd. have stated that they had not compiled in-
formation of loss in production in terms of quantity or value or in 
terms of manhours lost. Praga Tools Ltd. have intimated that as 
they do not have large integrated plants but only individual 
machineries, they had not been maintaining any statistics in this 
regard.. 

Shut Down Periods 

9.18. In process type of industries, as for example, Oil Refineries 
and Fertilizer Plants, the period for which the plant is required to 
be shut down for annual care and maintenance is sometimes stipu-
lated in the Detailed Project Report itself. For example, the Com-
mittee have noticed that the actual shut down period of plant and 
machinery were more than the limits set in the DPR in respect of 
the following Units of the Indian Oil Corporation Ltd.:-

Provision Actual period of shut down 
in DPR 1965-66 1966-67 1967-68 1968-69 

(Days) (Days) (Days) (Days) (Days) 

INDIAN OIL CORPORATION LTD. 
(GGUIuUi Refirtn'Y) 

(.) Kerosene Treating Unit . 

(it) Coking Unit 

(Barcnmi Refi~) 

(iit) AVD Unit No. II 

(itl) Cocking Unit 

(Gtqtmlt RIfowry) 

(II) Atmospheric Unit I 

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

35 

53 

35 
65 

30 

140 

7 
88 

130 

51 

85 

54! 

43 

49 

9.19. Asked what were the reasons for higher down-time in 
these units and whether it indicated neglect of preventive mainten-
ance, the Indian Oil Corporation Ltd. have explained in their Note 
furnished after the evidence that higher down time was not due to 
any neglect. For instance, operation of kerosene Refining Unit of 



Gauhati Refinery was controlled by the superior kerosene produc-
tion limited due to Iomex disposal However, they did have higher: 
down time due to the troubles faced in the compressors and spare 
availability limitations. As regards coking Unit of that Refinery 
it had been stated that during 1965-66 in order to reduce the flare 
in the wake of Pakistan's aggression, vis breaking was tried in the 
Unit. This led to emergine in P-2 pump requiring maintenance for 
about 11 days. 

9.20. The main reason for higher down time in 1965-66 and 1966-
67 in Coking Unit of Barauni Refinery, was modifications carried 
out in April!May, 1965 for production of on grade furnace oil and 
in NovemberjDecember, 1966 for increasing the capacity from 
1,400 tonnes per day to 2,000 tonnes per day. Barauni Refinery 
were able to bring down the shut down days of this unit in 1967-68 
and 1968-69 below the level indicated in the DPR "due to improved 
operation and maintenance resulting in high operating cycle" 

9.21. The Committee have also noticed that actual shut down 
time of Urea Complex Fertilizer and Methanol Plants at Trombay 
Unit of Fertilizer Corporation of India Ltd. was on the high side. 
Details are given below:-

Break up ofs hut down time (in number of equivalent days) 

Product Year Break- Fuel! Annual Other Total 
down limit- shut reasons 

at ion down 

I. Urea 1966-67 76 96 16 188' 

1967-68 30 80 15 48 173· 

2. Complex Fertilizer 1966-67 135 38 113 286 

1967-68 36 58 16 II2 22ZO 

3. Methanol 1966-67 147m 141' 

1967-68 ISO 16 102 268 

Commercial production of Methanol started in October, 1966 and 
effective operating days available were only 173. 

In their note furnished after the evidence, Fertilizer Corporation 
of India Ltd. have explained that the reasons for high incidence of 
shut down in the Methanal Plant at Tromhay were (i) design defi-
ciencies in the Reformer Furnace, and (ii) Failure of the Cata1yst~ 
provided by the plant suppliers. 
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9.22. The Committee, have noticed that the range of down time 
in Blast Furnaces and Steel Melting shops at various steel Plants 
of Hindustan Steel Ltd. was in excess of the average norm. The 
details are given below:-

---------. 

(i) BIas: furnace 

{i(l Sleel Melt:ng Shop 

Average 
Norm 

Plant 

3S0 days (a) Durgapur 
;>r4' 1 % 

(b) Bhilai 

(c) Rourkela 

330 days (a) Durgapur 
or9'6% 
downtime (b) Bhilai 

Range 
of down 

time during 
the last 3 
years 

4 to 4' ,% 
4 to 9 3% 

6 to II '6% 

27'2 to 30% 

21'3 to ,28% 

(c) Rourkela 15'22to,22' 
5% (O,H.) 
28'5t0 4 0 % 

9,23. In their Note furnished after the evidence, Hindustan Steel 
Ltd, have expressed the view "down time does not necessarily indi-
~ate ineffective preventive maintenance". According to them 
operational delays, and pre-mature breakdowns due to use of poor 
quality of indigenous spares and refractories also contribute to 
-down time. 

9.24. In December, 1968, the Bureau of Public Enterprises con-
ducted a sample survey of the incidence of equipment downtime and 
the consequent loss of production in the Chemical, Fertilizer and 
Steel industries. The result of that survey indicated that "the 
organisation for systematic preventive maintenance, programmed 
repairs and replacement of equipment and close co-ordination bet-
ween production departments deserved a closer examination." 

9.25. From the foregoing "etaUs, it is apparent that actual down 
time of various units of the Indian Oil Corporation Ltd., Fertilizer 
Corporation of India Ltd. and Rindustan Steel Ltd. had been far 
more than the limits envisaged in the Detailed Project Report or 
the norms laid down in this behalf. It is ratb.er surprising that dUI-
ing 1967-68 Urea, complex Fertilizer and Method Plants at Trom-
bay remained down for a total period of 173 days, m days and 268 
days respectively due to Breakdowns, Fuel limitation, Annual shut 
down, other reasons, etc. Similarly, steel melting shops of various 
st~l plants of R,S.L. were down from 15 to 40 per eent of the time 
a .. against the average do)V1l time of 9.6 per cent of such shops. As 
high down time of plant and machinery :tesults m loss in produe-
tion and ultimately afleds the cost of production alSO, the eom-
mittee recommend that the undertaking" concerned should examine 
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the sytem of maintenance in force in their plants, id~tify the We4-
nesses and detennine the corrective steps required. to be taken t~ 
remedy this state of atJairs without any loss of time. 

The Committee view it with great concern that despite the fact 
that steel, Fertilizer and Petroleum industries in the public sector 
have had a number of years experience of the working of plants, the 
downtime had been excessive to such an extent. They recommend 
that in future the Annual Reports of all the public sector enter-
prises should contain a para indicating (i) the extent of down time 
each year, (ii) the loss in production sutJered on account of down 
time and (iii) steps which the enterprise intend to take to arrest 
the rising trend in down time so that Government and the Parlia-
ment remained in touch with standards of preventive maintenance 
in the plants in the public sector. . 

The Committee are unable to accept the plea that in an integrat-
ed plant like Steel, it is not possible to quantify the loss in produc-
tion on ac(:ount of down time of plant and machinery and hope that 
HSL would be able to develop a system which would enable them 
to quantify the loss in production on account of shut downs in their 
plants. 

(F) Plant Layouts 

9.26. Plant layout is the arrangement and the location of produc-
tion machinery work-centres, and auxiliary facilities and activities 
(e.g. inspection, handling of materials, sto'rage and shipping) for the 
purpose of achieving efficiency in manufacturing products or sup-
plying cor:csumer services. Its objective is to integrate materials, 
machinery and men for economical production. 

9.27. The Committee have noticed that only a small number of 
public sector undertakings, as for example, Fertilizer Corporation of 
India Ltd., Garden Reach Workshop Ltd., Hindustan Antibiotics 
Ltd., Indian Telephone Industries Ltd., Praga Tools Ltd. etc. have 
made a study of plant layouts of comparable enterprises in India 
or abroad. These studies proved of immense help. For instance, 
based on such studies the Fertilizer Corporation of India Lid. had 
been able to reduce the extent of general facilities in their new 
units at Gorakhpur, Durgapur and Trombay than those provided 
Sindi and NangaJ. Simil~rly, Central Engineering and Design 
Bureau sent out terms of Engineers abroad to study plant layouts 
in Europe prior to preparation of detailed project reports for Durga-
pur and Rourkela expansions. Studies made by the Praga Tools 
Ltd. of plant layouts abroad has revealed a new type of layout cal-
led "Machines around Men". In this layout, the operator's time 
during the operation in the case of an automatic machine was utilis-
ed to run other machines. Praga Tools have introduced the new 
concept in a small way and have achieved some success. 
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9.28. Some public undertakings namely, Rajabagan Dockyard of 

Central Inland Water Transport Corporation Ltd., Sindri Unit of 
Fertilizer Corporation of India Ltd. and Garden Reach Workshop 
Ltd. informed the committee that their eXisting layouts were not 
satisfactory and needed improvements. Steps were under way to 
effect inprovements. 

9.29. The Committee recommend that all major public undertak-
ings should carry out studies of plant layout of comparable enter-
prises in India and abroad. Such a comparative study can be a 
useful exercise for the managements to acquaint themselves with 
new ide .. on plant layouts for improving their own layouts to en-
sure free and quick flow of materials and facilitate better produc-
tion in their plants. 



X 
COST CONTROL 

(A) Cost Control Schemes 

10.1.Cost is a monetary symbol of efficiency and productivity 
'The object of cost control is to economise and control efforts and 
inputs in the production process. Cost is best controlled 'on the 
spot' where it is incurred. Control presupposes measurement, and 

-measurement requires a norm or a standard. 

10.2. Majority of the public undertakings, including the Fertili-
zer Corporation of India, Heavy Electricals (India) Ltd., Heavy 
Engineering Corporation Ltd., Hindustan Machine Tools Ltd., Hin-
dustan Steel Ltd., Indian Telephone Industries Ltd; National Coal 
Development Corporation Ltd. etc. have introduced cost control 
schemes in their enterprises. There are, however, some undertak-
ings for example Central Inland Water Transport Corporation Ltd., 
Hindustan Photo Films Ffg. Co. Ltd., Hindustan Salts Ltd., Mining 
and Allied Machinery Corporation Ltd., Modern Bakeries, Ltd., 
National Instruments Ltd., Parga Tools Ltd. etc. where cost control 
schemes have either not been introduced or if introduced the same 
had not been developed to make them effective. 

10.3. Cost control schemes of some of the public undertakings for 
example, Bharat Electronics Corporation Ltd., Fertilizer Corpora-
tion of India, Heavy Engineering Corporation Ltd., Hindustan 
Machine Tools, Ltd. Hindustan Steel Ltd., Nayveli Lignite Corpora-
tion Ltd. follow the principle of "Responsibility Accounting." The 
system of responsibility accounting envisages sub-division of depart-
ments into "Cost centres." Actual expenditure. of each cost centre 
is compared with the budgetted expenditure and standard cost and 
variances are analysed. Head of each cost centre is responsible for 
exercising control on cost and explain the reasons for variation. 
For instance, in Hindustan Steel Ltd., whose costing system is based 
on the uniform cost system designed by the British Iron and Steel 
Federation. the operating expenditure is first allocated to certa5n 
specified "cost Centres" (DepartmentIProcessesISub-processes), duly 
broken down under cost elements and then reassembled in a 'Cost 
carrier Account' to work out the cost of product in a particular 
month. 

10.4. Some of the public enterprises, as for example, Bharat 
Heavy Electricals Ltd., Cochin Refineries Ltd;, FACT, Heavy Elec-
tricals (India) Ltd. Bhilai Steel Plant, Indian Oil Corporation Ltd. 

83 
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Neyveli Lignite etc., follow "integrated system" of financial and 
cost accounts. Integrated system avoids the necessity of maintain-
ing two separate sets of Accounts. 

10.5. Only 12 out of 38 public undertakings have introduced 
standard costing system (Appendix X) Heavy Electricals (I) Ltd. 
have stated that standard costing is not practicable in a jobbing in-
du&try. Hindustan Antibiotics Ltd. feel that it was difficult to 
introduce standard costing system in a biothemic multi-product in-
dutsy involving numerous processes and products. According to 
Hindustan Shipy~rd Ltd., standard costing was not possible in ship-
ping industry because ships to be built were not identical. Since 
conditions differ from mine to mine, standard costing was not fea-
sible in the mining industry as well. 

10.6. During evidence of selected Ministries, the Committee 
pointed out that whatever cost accounting system the public under-
taking had, it should be used for management objective, otherwise, 
if the cost figures were put on the shelf, the very object of a cost 
accountancy system would be defeated. Director General Bureau 
of Public Enterprises agreed that it was very much a tool in deci-
sion making at the management level and assured the Committee 
that while studying enterprises in depth, they would look into that 
aspect also. He added that they had already laid down that cost 
data should be placed before the Board every quarter. 

10.7. The Committee are surprised to note that some of the public 
sector undertakings, for example, the Bindustan Photo Fihns Mfg. 
Co", Bindustan Salts Ltd, Mining and Allied Machinery Corporation 
Ltd, Modern Balteries (India) Ltd. National Instruments Ltd., Praga 
Tools Ltd. have not developed any cost control scheme so far. 

The Committee are of the view that in the absence of a satisfac-
tory cost control scheme it is untbiDkable for the management of 
any enterprise to keep an eye on the trends of COtit of productif)n 
and to take timely remedial measures. They recommend that all 
the undert.kings should take early steps to instal effective cost 
control $,Chernes suited to their respective industries within a spe-
cified period and furnish a report to Government. 

10.8. The Committee are unhappy to note th.t in the .past, the 
studies made by the Bureau of Public Enterprises did not eever the 
important question as to whether the managements of public sector 
enterprises had made use of eost data for management decisiops and 
if so to what extent. 

(B) Availability of Cost AccoWltants Qa India 

10.9. During evideace of selected Ministries, the representative 
of the Bureau of Public Enterpri$es stated that in India while there 
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w;ere Co~t Accountants available at junior level now, at the 
senior level, they were not available. They had to make the best 
uSe of the few who were available. 

Asked whether Bureau had some senior Cost Accountants who 
would go over to various public undertakings and advise them 
what was wrong and where, the witness stated that they were ac-
tually trying to develop that expertise. 

10.10. The Committee recommend that Government shoQ,ld make 
arr~gements in c~llsliItation with tbe Institute of Cost and Works 
Accountants ~f India, Calcutta for harnessing alDd proper orienta-
tion of Cost Accountants in India to equip them to man senior level 
posi~iol)s. 

(C) Control on Cost of Produdion 

10.11. The Committee have noticed that actual cost of production 
of the products of the undermentioned public undertakings was in 
excess of the cost estimates given in their respective Detailed Pr:>-
ject Reports (Appendix XI):- . 

1. Hindustan Steel Ltd. 
2. Hindustan Teleprinters Ltd. 
3. Proga Tools Ltd. 
4. Fertilizer Corporation of India Ltd. 
5. Neyveli Lignite Corporation Ltd. 
6. National Mineral Development Corporation Ltd. 
7. Fertilizers and Chemicals Travancore Ltd. 
8. National Coal Development Corporation Ltd. 

10.12. In some of the items, the actual cost of production in 
1967-68 had risen to more than 200 per cent over the DPR estimates 
as for example, product;on of Coke at Bhilai (304 per cent), aId 
Durgapur (374 per cent) and production of Ingot Steel at Durgs:?ur 
Steel Plant (201 per cent) of Hindustan Steel Ltd. Actual cost of 
Production of Leco by the Neyveli Lign:te Corporation Ltd. in 1907-
68 was 313 per cent more than DPR estimate. 

10.13. Hindustan Steel Ltd. are of the view that there is no valid 
basis for cQmparing the costs of production as per project reFort 
with the actual costs b~ause (i) raw materialsp~ices ,were i~dicat
ed to the cons}llt~mts on a very rough basis since the concerned 
mines for iron ore, limestone et. had not been opened up at that 
time and actual cost of extraction was npt known, (ii) the cost esti-
mates· w~re ~~ed on very rough and provisional prices for such 
bought out materials as ~t4phur, spare parts, mi~l rolls, etc., (iii) 
the ,sources of SllPply of coal envisaged in the project ~ports have 
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undergone several changes which have affected the costs, (iv) 
township and administrative overheads do not form part of these 
cost estimates and (v) there are also variations in the basis of 
which the project Report cost h<:-;,c been worked out by the con-
sultants and the basis adopted for calculating actual cost. 

10.14. During evidence of leading public undertakings, the rep-
resentative of the Fertilizer Corporation of India Ltd. stated that 
each case of deviation in cost with that envisaged in the DRP had to. 
be evaluated and one could not draw any general conclusion. 
Giving an example, he said that Sindri Plant was designed with the 
quality of 93 per cent purity gypsum and the consumption was com-
muted at 1.6 tons per ton of sulphate. But as the actual purity of 
gypsum was less than 80 per cent, the consumption thereof had gone 
up to 1.9 to 2.0 tons per ton of sulphate. This had :resulted in lower 
ammonia effiCiency. Actual consumption of Naphtha at Trombay 
was also in excess. 

10.15. The representative of the Heavy Electricals (India) Ltd. 
-expressed the view that cost of production in India is not compar-
able with cost of production in foreign countries because conditions 
in foreign countries and India were different. He added that they 
were selling 20 to 25 per oont of their products in competition with 
the private sector. They were not only able to secure a good share 
or orders for switch gears and transformers but also a good price. 
He felt that if the Government expected them to sell Generators at 
landed cost they should be given duty coverage at least to the extent 
<>f 30 pel' cent of the landed cost otherwise they should be left free 
to sell their products on a competitive basis. 

10.16. The representative of the Heavy Engineering Corporation 
Ltd. thought that if once they achieved production at about 65 to 
70 per cent of their capacity, they would, at that stage, be in a 
pOSition to supply eqUipment at landed price. They were rather at 
a very low level of production at present. 

10.17. The representative of the Hindustan Machine Tools Ltd. 
stated that as in any other engineering Industry, they exercised 
control on the cost of production in a conventional way based on 
the Time and Motion Study, Cost of the material, overhead price, 
etc. 

10.18. The representative of the Hindustan Steel Ltd. was of the 
opinion that cost reduction dependpo. " .... a number of factors, some 
of which were beyond their control. For example, ash content in 
the coking coal was steadily rising. They were anxious to see 
that the cost of raw materials was controlled because that is where 
the cost control should start. They were also engaged in keeping 
control on inventories and spares. The witness admitted that 
throughput which they were getting from costly equipment like 
blast furnace was only 1.1 ton per cubic metre. This was lower 
than the throughput achieved. in Steel Plants in Japan. 
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10.19. The representative of the Indian Oil Corporation Ltd 
stated that it was difficult to compare their cost of production with 
other units as the processing schemes were different and the invest-
ments on some of the items like, self-contained townships, power 
houses, etc. were additional vis-a-vis other units in private sector. 

10.20. The re.presentative of the Indian Telephone Industries Ltd. 
informed the Committee that as theirs was a labour intensive in-
dustry, the cost of production was pretty low. As a matter of fact, 
they earned more profits on exports than on their internal sales. 

10.21. The representative of the National Coa,l Development Cor-
poration Ltd. advanced the view that as comparison with DPR cost 
was difficult, the only way to determine whether the cost of produc-
tion was reasonable or excessive was by determining standard cost 
under each component of cost, e.g. lubrication, power, wages, salaries, 
etc. He admitted that NCDC had not made a detailed study of the 
comparable cost of production in their units and the private sector 
units in India or abroad. He added that though their average 
capital cost per tonne was Rl>'. 80 as against Rs. 16 in the case of 
private sector mines, the output per manshift of NCDC was better 
as compared with the OPS of private sector mines. The Commit-
tee pointed out that as OMS would very from mine to mine, it 
could not be accepted as basis for comparisons. OMS was different 
for a deeper mine and a shallow one. 

10.22. During the evidence of selected Ministries the representa-
tive of the Ministry of Industrial Development, Internal Trade and 
Company Affairs admitted that, "it is a fact that in many of our 
projects, our prices are higher by various margins than the corres-
ponding prices in other countries." Explaining reasons for rise in 
costs, he said that the prices were a. little high to begin with, until 
the production was established and until the skills were picked up. 
There were some factors e.g. price of raw materials over which they 
had no control. For instance, non-ferrous metals like Nickel was 
selling at staggeringly high price. They were also at a disadvant-
age in so far as components were concerned. He said that criteria 
of landed cost cannot be applied in all cases because in many cases 
such cost was difficult to assess as, for instance, electrical equip-
ment or equipment for steel plants which are not quoted off the 
shelf. The witness informed the Committee that prices of many 
machine tools and engineering goods compared reasonably with 
prices anywhere in the world and that was why India had been 
able to establish exports in those fields in recent years. 

10.23. 'l11e Committee understand that in pursuance of the re-
commendations of the Administrative Reforms Commi~sion Gcvern-
ment have since decided 1;0 constitue a high power Bureau of Indus-
trial Costs and Prices. This body will act as a watch dog on costs 
and prices and will advise Government on cost reduction, industrial 
efficiency and prices in the industrial sphere. 
636 (Ai) LS-7. 
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10.24. The Committee feel that comparison of the actual cost of 
production with the coat estimates stipulated in the Detailed Pro-
ject Report is a useful exercise and cannot be ruled eut altogether 
simply beeause some of the assumptions made in the DPR had 
undergone a change or some fadors were lost sight of at the time of 
drawing up the DPR. 

10.25. The Committee are un-happy to note that cost of produc-
tion had increased in some cases (e.g. coke and ingot steel in the 
case of Hindustan Steel Ltd, Leco in the case of Neyveli Lignite 
Corporation Ltd. etc) to more than 200 to 374 per cent of the cost 
estimates given in the DPRs. Hindustan Steel Ltd. has explained 
the reasons for this abnormal rise in cost of produdion on the ground 
that "raw materials prices were indicated to the Consultants on a 
,very rough basis" and that the cost estimates of bought out items 
were based on a very rough and provisional rates with the result 
that luch extra-ordinary escalation in cost of produdion beeame un-
avoidable. Tbey recommend that all public sector undertakings 
should make concerted efforts to bring down the cost of produdion 
to fair level by setting right the deficiencies, if any, in organisation 
end management and developing cost consciousness at various levels 
of man.egement. Regarding further projects, the Committee strong-
ly urge that the DPRs should be drawn up most carefully on a rea-
listic and pradical basis for assessment of cost estimates. The Com-
mittee feel that redudion in the cost of production would enable the 
public sector enterprises to offer !>heir products at fairly competitive 
prices in the intemational markets. 

(D) Controt on Rejections 

10.26. Value of Re]ections in some of the major public under-
takings was as under:-

1965-66 1966-67 1967-68 
Rs. Rs. Rs. 

Heavy Electricals (I) Ltd· (Total value of rejected com-
ponents) 2,67,942 3,25,585 3,79,931 

Heavy Engineering Corp. (Foundry FOrge Plant) 

Hindustan Machine Tools Ltd. 

Mining & Allied Machinery Corporation Ltd. : 
A-IrOn Foundry 
B-Steel Foundry 

2,06,861 (Total rejection du-
ring last 5 years) 

4,01,000 422,000 
4,69,000 5,181,000 

NOTE :- In 19611-69 value Of rejections increased 10 Rs. 7' II lakhs and Rs. 8· 53 laths in 
re<lpect of IrOn FOundry and Steel Foundry shops of MAMC) 
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10.27. Quantity of rejections within Plant in Hindustan Steel 
Ltd. was as follows:-

Plant Unit 1965-66 1966-67 1967-68 1968-69 

Bhillai Tonnes 2.2.,736 15,62.5 11,993 

Durgapur " 10,12.9 9,42.2. 8,687 8,491 

Rourkela " 5,279 5,061 6,343 6,092 

15,408 62,668 37,533 32,576 

1,11,834 1,38,454 1,08,903 1,06,329 

DUrgapur(SJeepcr Plants Nos. Fish 
Plate Plant, wheel Plant Axle 
Plant) 

NOTE :-Rejections went up at Rourkela in 1967-68 because the checker work of the 
r~cu~erators. in the soaking; pits ha~ devel~ped cra~ks due to ageing, resulting in 
air Infiltration and oXldawon leadmg to higher rejections. 

10.28. Asked whether it will not be better to lay down some per-
missible limit on rejections so that whenever rejections went beyond 
that limit, causes could be investigated, Heavy Electricals (India) 
Ltd. have stated that they agree such a procedure would be ureful.. 
They propose to introduce such norms shortly as the process techno-
logy gets established in different products. 

10.29. Heavy Engineering Corporation Ltd. consider that laying 
down a permissible limit would only allow the shop floor staff to 
produce scrap to that limit. Laying down a very low permissible 
limit, in practice, was difficult and also bad psychologically. HEC 
however, compile statements showing the extent of rejections in dif-
ferent departments for necessary review and remedial measures. 

10.30. Hindustan Steel Ltd. have stated that the proportion of 
rejections depended upon the specification of materials rolled. For 
instance, special steels and export orders entailed relatively higher 
proportion of rejections. They feel that given the variations in 
product mix, it would be difficult to indentify specific bench marks 
for evaluating the quantum of rejections. Nevertheless, they com-
pare the performance as to rejections with the best performance 
attained with reference to specific ranges of products and use such 
comparisons for control purposes. 

10.31. The Committee are 01 the view that puhlic sedor enter-
prises should evolve some permissible limit for rejections so that 
whenever rejections go beyond that limit causes could be analysed 
and remedial measures taken. The apprehension ,·oiced by the 
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Heavy Engineering Corporation Ltd. that laying down of a higher 
limit may allow the shop floor staff to reach that limit and laying 
down a lower one may present practical difticulties appears to be an 
unreal one. If the limit that is laid down is neither high nor low 
but a realistic one, the difliculty which the Heavy Engineering Cor-
poration have in mind will in all probability not arise. Similarly 
the difticulty referred to by the Hindustan Steel Ltd. that speciai 
steels and export orders require a higher percentage is a one which 
can be overeome by laying down a separate norm for such items. 
The Committee, therefore, recommend that all public sector under-
takings should lay down norms for rejections for each item or cate-
gory of items so that the management becomes aware of the increase 
of rejections well in time and devise remedial measures before it is 
too late. 

(E) Control of Consumption of Materials 

10.32. The Committee have noticed that actual consumption of 
materials had been more than the normal limit in some of the major 
public sector enterprises. For example, in 1967-68 and 1968-69, con-
sumption of raw materials especially coke (dry) for blast furnaces 
in the Steel Plants of HSL was more than the norms suggested by 
the "Norms' Committee" appointed by HSL in March, 1968 under the 
Chairmanship of Shri C.S.N. Raju, OSD, CE&DB, Ranchi (Appendix 
XII). In their post evidence reply, HSL have expressed the view 
that tbe existing arrangements for exercising check on the consump-
tion of materials were quite satisfactory but improvement was a 
continuous process. 

10.33. Asked why consumption of Coke in Steel Plants of HSL 
ranged from 839 to 962 KG per tonne of Hot Metal, whereas, the 
~onsumption ratio was 500 KG in Japan and from 600 to 700 KG in 
other major steel making countries, HSL have replied that the 
average ash in the coal was much higher in India as compared to 
Japan. Secondly, the adverse alumina silica ratio in the Iron Ore 
and the poor quality of lime stone considerably increase the slag 
volume per tonne of hot metal produced. In order to maintain tire 
slag in a fluid stage in the Blast Furnace the consumption of Coke 
would be higher. They reel that introduction of the various estab-
lished technological improvements in the existing blast furnaces 
during the Fourth Plan period was expected to I"educe the coke rate. 

10.34. Fertilizer Corporation of India Ltd. have laid down norms 
of consumption of materials. The Committee find that durin" 1966-
67 and 1967-68 actual consumption of various materials for produc-
tion of Ammonia, Urea, Nitro phosphate and Methanol at Trombay 
Unit and actual consumption of converted gas, Ammonia and syn-
thesis mixture at Sindri Unit was more than the standard conSUIIl\>-
tion (Appendix XII). It has been stated that their control on con-
sumption was quite effective but often the basis data utilised for 
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establishing norms was inadequate arising out of errors in measure-
ment in flow instruments and on account of losses due to leakages. 

10.35. Heavy Engineering Corporation Ltd. have stated .hat the 
consumption of pig ironlscarp during 1968-69 was comparable to the 
consumption envisaged in the DPR. It was, however, more during 
the proceeding years. 

10.36. Considering the extent of consumption of materials in 
Hindustan Steel Ltd. and Fertilizer Corporation of India Ltd. the 
Committee feel that the existing arrangements for exercising con-
trol on consumption of materials are far from satisfactory. They 
are unhappy to note that consumption of coke in steel plants in India 
had been more than 900 KG per tonne of Hot Metal as compared to 
500 KG in Japan. The Committee hope that various technological 
improvements effected during the Fourth Plan period will have a 
decisive effect on the present high coke rate. The Committee re-
commend that every public undertaking should fix norms for con-
sumption of materials for every unit or even every shift so that 
whenever the consumption of materials goes beyond that norm, the 
managements can come to know of it at once and take remedial mea-
sures. Needless to say that fixation of norms will have salutary 
effect not only in guarding against pilferage of materials but also 
exercising stricter control on quantity consumed. 

(F) Control on Inventory 

10.37.The Committee have noticed that during 1967-68 inven-
tories in terms of number of months cost of production increased in 
the case of the following undertakings as compared to the inven-
tories held by them in 1966-67:-

S1. No. Name 

2 

I Tungabhadra Steel PrOduct Ltd .. 

2 Hindustan Salts Ltd. 

3 Indian Drugs & Pharmacuticals Ltd. 

4 Bharat Heavy Electricals 

5 Heavy Electricals (I) Ltd. 

6 Praga Tools Ltd. 

7 National Instruments Ltd. 

8 Fertilizer and Chemicals Travanc<>re Ltd. 

9 Mazagon Dock Lid. 

InventOries 
1966-67 1967-68 

---.-.--
3 4 

28 )8 

28 35 

20 31 

26 29 

16 18 

II 14 

10 13 

7 9 

7 9 
---.--------------------.---
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10 Hindustan Steel Ltd. 

J I Hindustan Antibiotics Ltd. 

12 Indian Rare Earths Ltd. 

13 National Mineral DevelOpment COrporation Ltd. 

7 

7 

6 

2 

8 

8 

7 

3 

10.38. In their reply, Hindustan Steel Ltd. explained that their 
inventories in terms of number of months cost of production increas-
ed from 7.9 at the end of 1966-67 to 8.24 at the end of 1967-68 "main-
ly due to accumulation of finished and semifinished goods owing to 
recession in the market. During 1968-69, the total inventories at the 
end of 1968-69, have come down to 8.07 months as a result of efforts 
made by H.S_L. in that year to liquidate the accumulalled stocks of 
finished and semi-finished goods. H.S.L. have taken a number of 
steps to reduce inventory of stores and spares. These steps include 
cateloguing of stores and spares, conducting of ABC analysis, fixing 
minimum, maximum and re-order levels for automatic procure-
ment system, etc. 

10.39. Heavy Electricals (1) Ltd; have stated that in their case 
inventory level increased because they had taken up new product 
lines with long manufacturing cycles, for example, thermal and 
Hydro Projects with the result that inventory in the form of raw 
materials remained idle for some time. Secondly, due to undepend-
able nature of indi~nous suppliers they resorted to "parallel order-
ing" in respect of some items. Thirdly, some times orders for higher 
quantities were placed to interest the indigenous manufacturers. 

1040. The Committee are unhappy to note that in the case of as 
many as thirteen public undertakings, the level of inventories has 
escalated substantially in the year 1967-68 as compared to the pre-
vious year. In this connection the Committee wish to draw the 
attention of these public undertakings to the recommendations m.ade 
by them in Ohapter II of their 40th Report (Third Lok Sabha)J on 
Materials Management aimed at scientific control of inventories. 
The Committee had pointed out that as materials costs usually con-
stitute about 2/3 of the total cost of production in an undertaking, 
economy in materials cost was a vital factor for the profit earning 
capacity of an undertaking. The Committee had recommended that 
public undertakings should strive to bring down the level of inven-
tories to 6 months production by making increasing use of modem 
methods of inventory control like classification and co-difieation, 
variety reduction, A.B.C. Analysis, etc. It appears that not much 
heed b8lP as yet been paid by Government or the Undertakings to 



93 
make use of modern tools of inventory control. The Committee re· 
commend that public undertakings must take positive steps in this 
regard and bring down their inventories to an economic level with. 
in a fixed period. Government may evaluate the work done during 
that period and furnish a report to the Committee on the progress 
achieved. 



XI 
QUALITY CONTROL 

Quality is a matter of survival for Indian Economy if foreign 
exchange is to be earned and the process of faster economic deve-
lopment is to be achieved. Quality Control as a management 
technique is designed to serve three important functions: (i) 
determine quality standards of raw materials, materials in process 
and finished product, (ii) maintain these standards by taking 
corrective action whenever deviations are observed, and (iii) 
improve these standards with the existing production processes. 
Quality Control leads to reduced rejects, reduced inspection, better 
and stabler sales, and customer satisfaction. 

A. Quality Control Arrangements 

11.2. The Committee have noticed that the nature and extent of 
quality control differs from industry to industry. In Engineering 
Industry, as for example, in Heavy Electricals (India) Ltd. all 
incoming material-basic raw material like Sheet bteels, Rods, 
Shafts, finished articles such as Extrusions, castings, foreign press-
ings, components such as meter, relays springs, direct and indirect 
process material etc. is subjected to testsltrials to establish con-
formity to the specifications. Control on quality of workmanship 
is exercised by a team of Inspectors posted in each manufacturing 
Division. No item is taken up for machinery or fabrication unless 
the Inspector checks the "first off" for dimensional accuracy and 
stamps it with indentification stamp. In order to ensure effective 
process control, automatic recorders are fitted on most plants which 
are regularly calibrated. Quality of products is evaluated by (a) 
Routine tests (b) Functional tests; (c) Heat Run tests and Endu-
rance tests. Test results are sent to Design Engineers for comparison 
with the design requirements. 

11.3. In Heavy Engineering Corporation Ltd. quality control is 
exercised by "stage to stage" inspection starting from incoming 
material to the finished product. They have a modern laboratory 
to ensure that measuring instruments are correctly maintained. 
Each plant has a central plant laboratory which deals with chemical 
and physical tests. Facilities also exists for ultra-sonic and x-ray 
tests. 

11.4. In Hindustan Machine Tools Ltd., the Inspection Depart, 
ment in each Unit is responsible for quality control of products. The 
procedure adopted envisages (i) inspection of incoming raw 
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materials (ii) rigid stage by stage inspection during manufacture 
(iii) Inspection in detail, group and final assembly stages; (iv) 
running and performance tests at optimum cutting speed in their 
test bed and (v) inspection by the Inspectorate of DGS&D of every 
product. HMT's watch factory has a full-fledged Quality Control 
Department. 

11.5. In chemical Industry as, for example, in Sindri Unit of the 
Fertilizer Corporation of India Ltd., products are analysed daily for 
their nirtogen content and deviations, if any, brought to the notice 
of the concerned plant by the Chemical Department. At Nanga! 
Unit, a modern and well equipped central laboratory and plant 
laboratories have been established for analysis of their end products. 
They undertake not only half-hourly analysis of nitrogen content 
but also conduct the analysis of a 24-hours composite sample in 
the central laboratory. Analysis one in every 8 hourly shift by 
drawing composite samples in the Bagging Plant before despatch-
ing to the consumers is also carried out in addition. In Trombay 
Unit also similar arrangements for exercising check on quality by 
Laboratories are there. 

11.6. In Petroleum Industry, e.g. the Indian Oil Corporation Ltd. 
samples from the operating plant are taken at regular intervals 
and checked for quality in the Refinery's Laboratory. Finished pro-
ducts after blending are checked for their quality and requisite 
quality certificate issued before despatch. No product is allowed to 
move out of refinery unless it. meets the requisite specifications. 

11.7. In Steel Industry, for example, Hindustan Steel Ltd., well 
equipped and modern Research and Control Laboratories attached 
to the individual plants perform the main task of quality control 
and assist the operating departments in maintaining quality. They 
collect operational data, carry out physical and chemical tests and 
report to operating personnel. Sampling sections of these Labora-
tories carry out the samling and analysis of Raw Materials. Spceial 
blending I bedding arrangements have been I are being provided to 
ensure more uniform quality. All the semi-finished and finished 
products are also subjected to inspection and testing; 

The basic aim of scarfing is to reduce defectives and rejects. 
Manual scarfing arrangements exist at Bhilai Steel Plant. In line' 
scarfing arrangement is being introduced at Rourkela. The adequacy 
of scarfing arrangement at Durgapur is' being investigated by HSL. 

In Durgapur, inspection wings for inspection of raw materials 
and finished products are in the process of being strengthened. The 
recommendations of UK Experts on Wheel & Axle Plant are also 
being implemented. 



HSL hold quarterly review meetings where unfavourable trends 
in quality are spotted out and reasons for the same analysed. A 
target for reduction in oft grade production by about 2 per cent 
every quarter has been laid down. 

11.S. In coal Mining Industry, for example NCDC, mechanical 
arrangements have been installed in all projects, for sizing the coal, 
and eliminating the rejects. Where necessary, samples are drawn 
and analyed to make sure that quality is maintained. The Railways 
have appointed Inspectors at the projects for supervising loading. 

(B) Statistical Quality Control 

11.9. In reply to the question whether public undertakings were 
. following the "Statistical Quality Control" technique for regulating 
the quality of their products, the undermentioned public under· 
takings have stated that they are following that technique:-

1. Bharat Electronics Ltd. 
2. Bharat Heavy Electricals Ltd. 
3. Fertili~rs and Chemicals Travancore Ltd. 
4. Fertilizer Corporation of India Ltd. 
5. Heavy Electricals (India) Ltd. 
6. Hindustan Cables Ltd. 
7. Hindustan Insecticides Ltd. 
8. Hindustan Photo Films Mfg. Co. Ltd. 
9. Hindustan Steel Ltd. 

10. Indian Rare Earths Ltd. 
11. Indian Telephone Industries Ltd. 
12. Neyveli Lignite Corporation Ltd. 

Replies received from undertakings indicate that Statistical 
Quality Control technique is useful in those Engin~ring industries 
where mass production of repetitive items is carried t)n and not in 
industries like (i) Machine Tools Industry where the manufacture 
is in small batches and 100 per cent inspection is carried out (il) 
Petroleum industry where petroleum products are subjected to 
laboratory tests and (iii) Jobbing industry like Ship building, etc. 

(C) In-plant Training in Quality Control 

11.10. In their written reply furnished after the evidence, the 
Fertilizer Corporation of India Ltd. have stated that quality control 
was in the curriculla for plant supervisory and executive 
development. Operators were trained in process control. Heavy 
ElectricaIs (I.) Ltd. Indian Oil Corporation Ltd., Indian Telephone 
Industril:$ organise in plant training in quality control. Heavy 
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Engineering Corporation Ltd. have stated that they do not have 
such training in their enterprise at present. National Coal Deve-
lopment Corporation do not have any specific programme for in 
plant training in quality control. 

(D) Quality Control Manual 

11.11. In their written replies furnished after the evidence the 
Fertilizer Corporation of India Ltd. have stated that quality co~trol 
standards had been established for all products. Heavy Electricals 
(I) Ltd. and Indian Telephone Industries have prepared a manual 
on quality control for the guidance of the inspection staff in their 
factory. Heavy Engineering Corporation do not have any manual 
on quality control. "Written instructions" for guidance of quality 
control are available in Hindustan Steel Ltd. Indian Oil Corpora-
tion Ltd. have stated that "full procedural and testing details" are 
available at the laboratory which con.'trol the quality of product. 
National Coal Development Corporation Ltd. have not prepared any 
manual on quality control but they have issued detailed instruc-
tions in this regard. 

(E) Evaluation of Quality Control 

11.12. Written replies furnished after the evidence indicate that 
the quality control work at Trombay Unit of the Fertilizer Corpo-
ration of India has been evaluated recently by a team of specialists 
from lSI. No such evaluation had been made in Heavy Electricals 
(I) Ltd. and Heavy Engineering Corporation Ltd. Hindustan Steel 
Ltd. carry out monthly evaluation at the plant level and quarterly 
performance reviews at the Headquarters. National Coal Develop-
ment Corporation Ltd. reviewed the existing arrangements for 
quality control and it was found that there was need for paying 
more attention to quality control in collieries despatching raw coal 
to consumers. 

11.13. During evidence, the Committee understood that in Japan, 
USA and UK, managements of industrial enterprises had organised 
in-plant training for employees, brought out Manuals on quality 
control and evolved schemes for evaluation of quality control 
measures. They enquired whether Government had made any such 
study of quality control arrangements in public sector enterprises 
in India. In reply, the representative of the Ministry of Industrial 
Development, Internal Trade and Company Affairs stated that they 
had not made any general study of that kind. He, however, added 
that they had told the undertakings under the control of their Min-
instry that the quality of their products should be comparable to the 
best anywhere in the world. Practically in every case, there was a 
chosen foreign collaborator. The quality of their products could 
always be compared to the quality of the corresponding product 
made by the collabor2tor. 
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1~.14. The representative of the Ministry Steel and Heavy Engi-
neering stated that the nearest approach to a quality control manual 
would be the standards laid down by the Indian Standards Institute. 
In Steel Industry, the tests had to conform to lSI Standards. For 
exports, certain tests were carried out by foreign parties also. 

11.15. The Committee are of the view that top managements of 
public sedor enterprises must regard quality control as an overall 
management function. They feel that the success of quality control 
depends to a large extent on the dired interest taken by the manage-
ments. 

11.16. The Committee regret to note t-hat some of the public en-
terprises e.g. Heavy Engineering Corporation Ltd. and National 
Coal Development Corporation Ltd. do not organise in plant train-
ina in quality control for their staff. They are of tbe opinion tbat 
training in the field of quality control will give the staff in the quali-
ty control organisation an understanding of the theory and pl'adice 
of the quality control techniques and procedures. 111ey recommend 
that all undertakings should evolve in plant training in quality con-
trol. 

11.17. The Committee are surprised to note that some of the pub-
lic sector enterprises e.g. Heavy Engineering Corporation Ltd. had 
)0 a3U1lp!nJ aql .10) lo.llu0;J AlH8nb uo I8nu1IW PU1I pa.l1lda.ld lOU 
their staff. They are not sure whether they have any written ins-
tructions even. The Committee recommend that even undertakings 
which bave issued detailed instructions on the subject of quality 
control from time to time should codify the same in tbe form of a 
Manual so that such instructions are available for study and refer-
ence at one place. Arrangements should also be made for inbuilt 
mechanism for periodical revision and review of the Quality Control 
Manuals. ~ ;,j , ,r 

(F) Consumers' Complaints 
11.18. The Committee find that the Fertilizer Corporation of India 

Ltd. have not kept any record of the number of consumers' com-
plaints received by them. They do not have any sy&tematic proce-
dure for registering the consumers' complaints and recording the 
action taken on each complaint. In their enterprise complaints s':e 
received and looked into by their Marketing Department. Heavy 
Engineering Corporation Ltd. have also not set up any specific 
machinery to look into consumers' complaints. They, however, 
either depute a full time liaison officer where the suppliers are made 
or send one of their &enior officers to visit customrs to discuss com-
plaints. Hindustan Machine Tools Ltd. have a Central Servicing 
Department which attends to complaints received from customers. 
tn Indian Oil Corporation Ltd. consumers' complaints are attended to 
by their Marketing Division. In Hindustan Steel Ltd .. complaints 
are dealt witht by respective Sales Managers. In NatIonal Coal 
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Development Corporation Ltd. complaints are investigated by the 
Technical Wing in their Sales Department. Where necessary, joint 
investigation with the consum.er's representative is also arranged. 
They maintain a Complaints Register at the site. 

11.19. In their reply furnished after the evidence, the Ministry 
of Steel and Heavy Engineering have stated that the Government 
fully agree that "the consumers' complaints should be paid atten-
tion". That Ministry ha,ve assured that importance of giving due 
weightage to the complaints of consumers would be impressed upon 
further on the undertakings. The Ministry of Industrial Develop-
ment, Internal Trade and Company Affairs have stated that setting 
up a specific machinery "would set the pace for improvement in the 
Production Departments of the various undertakingS'." The public 
sector undertakings under their charge were being advised by 
them suitably in the matter. Bureau of Public Enterprises have ex-
pressed the view. "There is no doubt that manufa~Juring enterprises 
should have an adequate organisation and facilities for feed back 
on COnSlL1'ller reaction to the products' and to take necessary correc-
tive steps promptly and adequately for rectifying defects etc. not 
only of the products sold but of future production also." 

11.20. The Committee recommend that every public undertaking 
should introdUce a systematic procedure for registration of consu-
mers' complaints and recording of the action taken on each com-
plaint. Such a system would not only enable the undertakings to 
know the exact number of complaints received in a year but also 
serve as an index of the success of the quality control measures adopt-
ed by an undertaking and show the trend of consumers reaction to 
various products. The Committee recommend that all manufactur-
ing units in the public sector should establish an adequate organi-
sation and facilities for feed back on consumers reaction to their 
products by conducting field surveys through independent and ex-
perienced organisations like the Management Institutes in order to 
find out reaction of consumers regarding their products and to take 
necessary corrective steps promptly and adequately for rectifying 
defects, etc., not only of the products sold but also of future produc-
tion. 
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INDUSTRIAL ENGINEERING 

(A) Role of Industrial Engineering 

12.1. Industrial Engineering is a service function. As such it 
has no line responsibility other than that within its own organisa-
tion. It neither manufactures not sells but provides services to 
those who do so. The end result of the Industrial Engineering func-
tion is cost reduction. Since Industrial Engineering is an analysing, 
fact finding, simplifying, measuring and controlling function, therl" 
is no phase of business activity that cannot benefit from its usc. 

12.2. The broad functions of an Industrial Engineering Depart-
ment are Methods study, time and Motion studies, work measure-
ment, Manpower planning, Job Evaluation, application of pro-
gramme Evaluation and Review Technique and critical Path Met-
hod application of Operations Research Methods, etc. 

12.3. Majority of the Public Sector Undertakings including Bha-
rat Heavy Electricals Ltd. Sindri, Nangal & Trombay Units of the 
Fertilizer Corporation of India, Hindustan Machine Tools Ltd., 
Hindustan Steel Ltd., Gauhati and Barauni Refineries of the I.O.C., 
Indian Telephone Industries Ltd., National Coal Development Cor-
poration Ltd., Neyveli Lignite Corporation Ltd., etc. have set up 
separate Industrial Engineering Departments or cells to perform 
these functions. Such Departments or cells are also being set up in 
Earth Movers Division of the Bharat Earth Movers Ltd., National 
Mineral Development Corporation Ltd., and Tunga Bhadra Steel 
Products, Ltd. 

12.4. It is noticed that some of the public enterprises have en-
trusted industrial engineering functions to other Departments. For 
example, in Cochin Refineries Ltd. the functions of manpower 
planning, job evaluation and incentive schemes etc. are performed 
by the Personnel Department. In Heavy Electricals (India) Ltd., 
these functions are performed by their Main Productions Planning 
Division and Process and Rate Division. In Hindustan Shipyard 
Ltd. also these functions have been entrusted to the Production 
Control Department. 

12.5. Asked whether it was a fact that Industrial Engineering 
Departments every where were facing difficulty in 'selling' their 
recommendations and overcoming resistance to change on the part of 
line Managers. In reply, the Fertilizer Corporation of India have 
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stated that this was a common phenomena not only in India but also 
abroad. They had however, overcome such difficulties by (i) dis-
cussion of the reports of the I.E. Department at a high level and (ii) 
inter-change of personnel between Industrial Engineering, Opera-
tions and Maintenance Departments. What the Hindustan Steel 
Ltd. have done to ensure acceptability of the recommendations of 
Industrial Engineering Department is to pJace the I.E. Departments 
in their plants under the charge of officers equivalent in rank to the 
Heads of mai nProduction Departments and they report directly to 
the General Suprintendent who is incharge of the entire works De-
partment. 

12.6. During the course of their special studies and examination 
of monthly reports and visits to the Plants, the Bureau of Public 
Enterprises had felt that Industrial engineering had not been given 
the importance it deserved. The Committee have been informed 
that the Bureau had not made any special study of the application 
of industrial engineering in Public Sector enterprises nor evaluat-
ed the performance of I.E. Departments in the public sector enter-
prises. From the replies received from the Ministry of Industrial 
Development, Internal Trade and Company Affairs and the Minis'-
try of Steel and Heavy Engineering it appears that Government's 
view is that industrial engineering section is essential in any modern 
engineering undertaking it was not necessary to make any evalu-
ation study of such a department on basic importance. The Gov-
ernment, however, expect the public sector enterprises themselves 
to undertake periodic review of the usefulness or otherwise of these 
departments/cells in improving the.ir overall efficiency. 

12.7. The Committee are of the view that Industrial Engineering 
functions like the Time and Motion Studies, Work Measurement, 
Manpower Planning, Job Evaluation, application of PERT ctc. are 
vital to every modern industrial enterprise as these functions help in 
attainment of efficiency and economy. The Committee hope that 
all those major public sector enterprises that do not have an Indus-
trial Engineering Department already in t'heir enterprise should 
consider the advisability of setting up such a Department, if not al-
ready done. 

12.8. The Committee recommend that all the public undertakings 
who have set up Industrial Engineering Departments or Cells should 
periodically evaluate the work of these DepartmentslCe11s to see 
how far they have been instrumental in bringing about operational 
efficiency and economy in cost of production. 

12.9. The Committee note that Industrial Engineering Depart-
ments sometimes face difficulties in selling their ideas and recom-
mendations to the Production Statl. While the Fertilizer Corpora-
tion of India Ltd. had been able to overcome such difficluties by in-
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ter-departmental transfers, the Hindustan Steel Ltd. had ensured 
acceptability of recommendations by heading their Industrial Engi-
neering Departments by a person of status equal to the status of the 
penon who heads the Production Department. The Committee feel 
that Industrial Engineering Departments should be ·headed by com-
petent, well qualified and experienced persons preferably drawn 
from the Production Departments whose recommendations are ex-
pected to be more practical and are like.y to inspire greater confi-
dence. 

(B) Safety Engineering 
12.10. The Committee find that major public enterprises were 

taking steps for the development of safety Engineering by bringing 
out Manuals on safety, providing productive safety equipment to 
workers, forming Safety Committees, etc. 

12.11. The following are some of the public sector enterprises 
who won National andlor International Award for their Safety ef-
forts:-

(1) Nangal Unit of the Fertilizer Corporation Ltd. 
(2) Foundry Forge Plant of the Heavy Engineering Corpora-

tion Ltd. 
(3) Heavy Electricals (India) Ltd. 
Won the 1967 National Safety Award of the Government of 

India for the lowest frequency of accidents in 1967 in the 
Electrical manufacturing Industry. 

(4) Indian Oil Corporation Ltd. 
Won the National Safety Award from the National Safety 

Council, Chicago for the years 1966 and 1967 and National 
Safety Awards from Government for longest accident free 
period for 1967-68. 

(5) Durgapur Steel Plant won National Safety Awards dur-
ing the years 1965, 1966 and 1967, Bhilai S~el Plant in 
1967, the Alloy Steel Plant in 1966 and 1968 and the Ferti-
lizer Plant in 1968. 

1%.12. The Committee note that undertakings in the public sec-
tor are becoming alive to their responsibility for the development 
of safety engineering and ensuring protection to the workmen 
apinst accidents from hazardous o~ration. They recommend that 
the safety measures should be reviewed from time to time; sustain-
ed educational drive to make workers safety conscious should be 
launched. Shop Safety Committees should be formed and the 
Management should keep strict watch over incidence of accidents 
and initiate timely remedial measures. 



XIn 

RESEARCH AND DEVELOPMENT 

(A) Research and Development Organisation 

13.1. One of the most important .aid to development of economy 
in a cou~try is research on technological developments. In these 
days of rapidly advancing technology, manufacturing success de-
pends upon persistent research and dev:e10pment of better processes 
and products. The Committee ,understand that Japan, Germany, 
USSR, U.K. and U.S.A. divert at least 3 per cent of their national 
income to research as a deliberate policy ~here as the percentage of 
expenditure on research and development itn Asian countries ranged 
between 0.1 to 0.5 per cent ()f theirgrQ£s 'JlI.ational product (GNP). 

13.2. Some of the major puhlicsectO'r arl1lerprises have set up 
Research and Development Departments "in their enterprises. For 
example, Fertilizer and Chemicals 'TravaneO're Ltd. have a Research 
Division which started functioning in January, 1963. This Division 
has carried out basic technological studies and developed processes 
for manufacture of pure phospheric acid from wet process and acid 
and concentration of phospheric acid starting with wet process acid. 
The Division has developed new processes, products and by products 
also. Based on tbe process deve10ped by the Research Department, 
a plant for the manufacture of cryolite is being erected. Till now 
most of the country's requirements 'Of cryolite were imported. 

13.3. When the Fertilizer Corporation "Of India Ltd. was formed 
in 1961 by the amalgamation of Sindri and Nangal Projects, a 
Planning and Development Division was formed with its Heed-
~uarters at Sindri. This Division has been so equipped that it can 
undertake the departmental planning, design, engineering, procure-
ment and installation of two to tbree major plants a year. This is 
saia to be the single biggest organisation for such purpose in India, 
if not the Far East. 

13.4. Hindustan Steel Ltd. established a Research and Develop-
ment Organisation in August, 1966. The Executive Council of this 
Organisation comprises of Chairman, HSL, the General Managers of 
the four plants, Chief Engineer, Central Engineering and Design 
Bureau. Managing Director, Bokaro Steel Plant. Directors of Cen-
tral Fuel Research Institute and National Mettaluritical Laboratory. 
The Research and Scientific Adviser is the SeCretary. The Objec-
tives and functions of this Or~anisation include. en collection of 
data and information on tbe latest developmentc; in the field of 

~36 (Ail) LS-~. 
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applied science and technology and to. aerve aa cleariDg house for 
diuemenation of new developments, (ii) carrying out experimenta-
tion and testing to supplement what is being done at Central Fuel 
Research Institute, National Metallurgical Laboratory etc. which 
can be done in a more realistic atmosphere than is possible in the 
laboratories, (iii) coordination of research work and in course of 
time undertaking of applied research work in lron and Steel, basie 
aspects of import substitution and increased productivity with 
particular reference to cost reduction and (,iv) dewlopment of ideas 
and their tranamisaion to the units concerned on a uniform basis. 
Some of the problems which have already been talen in hand relate 
to improvements in the quality of raw materiars, refractories and 
finished products, utilisation of waste products and import sub-
stitution. 

13.5. The Central Engineering and Design Bureau of H.S.L. 
(C.E.D.B.) has compiled the report on technological improvements 
for increasing the productivity of the existing blast Furnaces. Each 
Steel Plant is equipped with modern Research and Control Labora-
tories. The essential role of these laboratories is to collect data. 
carry out physical and chemical fests and to give guidance. 

13.6. Heavy Engineering Corporation do not have a separate re-
search and development Department at present. They are of the 
view that the stage for setting up such a Department would be 
reached when their designers become capable of producing original 
designs. At the present moment HEC is manufacturing equipment 
of borrowed technology. 

13.7. A common organisation called the Research and Develop-
ment Organisation for the Electrical Industry (RDOEI) has been 
set up by the Government of IndIa at Bhopal. While this organi-
sation deal with long term research and development problems con-
nected with electrical manufacturing industry, the day to day 
development work in various types of eqUipment to be manufactur-
ed is done at the Heavy EIectricaIs (India) Ltd. 

13.8. No research and Development activity is carried out by any 
machine tool undertaking at present. Hindustan Machine Tools 
Ltd .. however, propose to take a lead in the matter by setting up a 
regular research and development centre at Bangalore serving the 
requirements of all the units of HMT in dffferent fields of 
engineering. 

13.9. Indian Oil Corporation Ltd. do not have any Research and 
Development Orpnl3ation in theJr ente~. They are consider. 

lnK to set up such an organisation. Presently they entrust their 
problems on Research and Development to the Indian Institute of 
Petroleum. 
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13.10. Mining research and development work is being done 
mainly by two Central Institutes, namely, the Central Fuel Re-
search Institute and Central Mining Research Station at Dhanbad. 
National Coal Development Corporation Ltd. do not have a Research 
and Development organisation of their own. They, however, feel 
that there are many applied research problems that affect large 
multi-unit enterprises like NCDC that cannot be looked after by 
the Central Institute, besides preparation of feasibility and project 
reports for new projects, pilot plant experiments in the use of new 
technololn' etc. They have admitted that it would be desirable to 
set up a Research and Development Organisation in NCDC. 

13.11. The Committee find that developed countries (e.g. U.S. 
U.K., Japan, Germany) spend about 3 per cent of their national in-
come on research and development which indicate the importance 
that is attached to research and development. Research and Deve-
lopment is an activity which is vital to the growth of modern indus-
tries. Research and Development organisation enables enterprises 
to explore newer and better products and processes. This is a con-
tinuing activity and can be carried on only if there is an organisation 
for it. The Committee have noted with regret that even major un-
dertakings like Hindustan Machine Tools Ltd., Indian oil Corporation 
Ltd. and the National Coal Development Corporation Ltd. etc. bad 
not set up any research and development organisation in their enter-
prises so far. The Committee recommend that these undertakings 
should consider the desirability of establishing sueh cells but while 
doing so, it should be ensured tbat as far as possible, there was only 
one research and development organisation for one group of indus-
tries in the public sector to obviate duplication of research efforts 
and increase in expenditure. 

Research and Development Organisation sbould work in close 
coordination with the Council of Scientific and Industrial Research, 
other related laboratories and Research Organisations in the country 
and attend to basic aspects of import substitution and increased pro-
ductivity with particular reference to cost reduction. Research 
creates a new basis for technology. It should be oriented to develop 
self-reliance in technolcw.y and foster a spirit of competition with the 
leading industrial countries of the world in the development of sound 
tecbnological base for rapid indu.trial development. 

(B) Technological Developments in Foreign Countries 

13.12. In the field of Rea\ry Engineering ino.ustnes, U .S.S1\.. lS 
known to have developed a system in their foundries where liquid 
sand is used for pouring 't)urposes. Heavy Engineering Corporation 
Ltd. are making e1Iorts to obtain this technique from U.S.S.R. 
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13.13. In the Heavy Electricals field, some significant technologi-
cal developments are understood to ha~ taken place abroad. For 
example, in the field of power transmission, Russians have come 
through with successful systems of high voltage d.c. transmissions. 
In U.S.A. use of sulphur hexafluoride for arch quenching in high 
voltage switchgear is becoming popular. Steam turbine technolo-
gy has made striking progress. The present trend is to design units 
of very large ratings. USA was building up units of 8,35,000 H.P. 
The size of the turbine unde.rtaken by the Heavy Electricals (I) Ltd. 
for supply to Dehar (Punjab) project was 2,30,000 hp. Pumped 
storage installations have recently come up in the USA, UK, Japan, 
etc. Nagarjuna Sagar Echeme (Andhra) and Kandla (Gujarat) 
lend themselves to this type of installations. Other spectacular 
developments have been liner motors for traction drives, MHD 
(Magnet-Hydra-Dynamic) power generations usoe of thyristcf con-
trols for smooth acceleration of the motors in a.c. Electrical Multiple 
Units, etc. 

13.14. Japan ranks third among the steel manufacturing countries 
of the world, following the United States and the. U.S.S.R. The Com-
mittee understand that Japan has been able to achieve this lJOSltion 
by rapid improvement of production techniques and facilities. One 
of the methods used in Japan for boosting the productivity oi the 
blast furnace was to increase the size of the blast furnace and raise 
productivity by such technical improvements as High Top Pressure, 
Higher Blast Temperature, Oxygen Enrichment, Fuel, oil injections. 
etc. In 8 out of 10 of world's biggest Blast Furnaces in operation in 
early 1968 were located in Japan. These towering furnances with 
an inner volume of over 2,000 cubic meters symbolise the skyward 
hopes of the Japanese Steel Industry. Japanese steel maunfacturer~ 
combine size with economic efficiency. Their average coke ratio, 
which denotes the consumption of coke per ton of pig iron, was 
brought down to as Iowa level as 500 KG. in 1967. Corresponding 
rations in other steel making countries were 600 to 700 KG. Con-
sumption of coke in the Steel Plants of Hindustan Steel Ltd. per 
tonne of Hot Metal ranged between 839 to 962 KG. 

13.15. In the steel making, L.D. converters are several times more 
productive than open Hearth Furnances. Japan is making wide 
spread use of L.D. Converters. converter steel occupies over two-
thirds of their total production. Hindustan Steel Ltd. was the first 
in India to accept L.D. Steel making as the principal process at 
Rourkela as early as 1953-54. that is soon after it was developed in 
Austria. 

13.16. Durgapur Steel Plant tried "on injection" process but 
were n(lt happy with the result as the cost of oil was so high in the 
country 'that the available replacement ratio of oil to coke did not 
Justify economic implementation of that process. Durgapur has 
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£ot an eloborate system of bedding and blending of ore which is one 
of the latest developments in foreign countries. All the new furna-
ces and some of the old onef>' of Hindustan Steel are provided with 
high Top pressure equipment. This is practised to large extent in 
Japan and Russia. Sinter Plants have been provided at all the three 
Steel Plants of R.S.L. 

13.17. The Committee note that public undertakings e.g. Heavy 
Engineering Corporation, Heavy Electricals (India) Ltd. and Hill-
dustan Steel Ltd. etc. are keeping themselves abreast of the latest 
technological developments in leading countries like USA, Russia, 
Japan etc. and are also taking steps to adopt improved techniques 
and processes in the achievement of accelerated productiGn in !;teel 
and other important industries. 

13.18. The Committee also recommend that Public Undertakings 
should take full advantage of foreign collaboration to learn intrica-
cies of design and trends of design so that research could be inten!;i-
fied in promising and relevant fields having bearing on production. 
There is also need to intensify research where rejections are on the 
high side, e.g. wheels in Durgapur so that remedial measures are 
developed in time after intensive study. 
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MANAGEMENT DEVELOPMENT AND TRAINING 

A. Trainin, Institutes 

During evidence, the Committee were informed that the Fertili-
zer Corporation of Lndia Ltd. had set up training Institutes at six of 
their factories. The Institute at Sindri was started in 1948 and was 
the oldest. These Institutes had regular Supervisor Development 
and Executive Development Courses. Heavy EngiIl'eering Corpora-
tion Ltd. had an Executive Training Course for their junior execu-
tives but no course on Production Management. Hindustan Mach-
ine Tools Ltd. had referesher courses for their Managers. Hindus-
tan Steel Ltd. had set up a Training Institute at each of their plants. 
These Institutes had arrangements for imparting training in produc-
tion technology. Management Training Institutes at Ranchi helped 
the senior and middle management personnel to meet 'and examine 
problems of management. Production was one of the subjects dealt 
with in that institute. Indian oil Corporation Ltd. had arrangements 
of their own for training in production management. Indian Tele-
phone Industries Ltd. had a Training Centre where persons were 
trained in Production management. In coal Industry, every mining 
engineer who was employed in the Coal Industry in Ii position of 
responsibility had to secure a lInd Class Mining Engineer's Certifi-
cate and thereafter a 1st Class Certificate. 

14.2. Asked whether adequate facilities exist in Indi'a for mana-
gement development and training in production management, the 
Director General of the Bureau of Public Enterprises (Ministry of 
Finance) stated that the National tnstitute of Training in Industrial 
Engineering (NITIE) had course on production engineering, produc-
tion management and production planning and control. Indian 
Institute of Management, Ahmedabad too had a course on that sub-
joact. This was a fairly high level course for senior executives. 
Administrative Staff College of India, Hyderabad, had a two weeks' 
course in production management for middle level production 
managers. All India Management Association, Indian Institute of 
Management had a course on general management which included 
the subject of production management. During evidence, the repre-
sentatives of all the eight important public undertakings con1irmed 
that they were taking full advantage of the training facilities availa-
ble at these Institutes. The representative of the Fertilizer Corp,,}-
ration of India expressed the view that adequate management train-
ing facilities exist in India. The representative of Hindustan Steel 
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Ltd. 'stated that training arrangements in their Training Institute. 
were 'adequate and that was why a country like Iran had sent 100 
persons to receive training at .their Institntes. Some more were 
likely to j~in. 

14.3. Asked whether the courses of these Institutes met the pecu-
liar requir.ements of the public sector enterprises, the representa-
tive of the Fertilizer Corporation of India stated, "Improvements are, 
however, required to review the curricula to suit the needs of our 
specific industry. We have been lately working in this direction to 
see if specialised courses could be developed to suit our needs, but 
-conducted by the experts of the Management Institutes." 

14.4. ~ Committee .enquired whether there was any coordina-
tion in the functioning of these Institutions. In reply, the Director 
General,Bureau 'Of Public Enterprises stated, "We are trying to do a 
·certain amount of coordination. We aPe actually helping them to 
organise ad-hoc courses in different centres so that courses are 
brought much nearer to the public enterprises who can take greater 
advantage of them:" He adde.d that these Institutes were very co-
-operative. 

14.5. 'nle Committee note that most of the Undertakings have 
raised their own Traming Centres and are also taking full advantage 
of the training facilities available at the management institutes. 
Barring fertiliser & steel, other Undertakings do not have adequate 
.and improved training arrangement in Production Management to 
suit different levels of their employees. The Committee are cinvin-
ced that training for Management Development and Preduction 
Management is vital to the personnel of any productive Undertaking. 
Tlaey recommend that 

(i) All training institutes run by the Public Undertakings 
should evolve their own modem well-equipped training 
programmes suiting these specialised requirements; and 

(ii) All Undertakings engaged in production should take 
advantage of the courses of the Management Institutes 
particularly for the senior level of their personnel provid-
the courses conducted by them suit the needs of their res-
pective industries. 

The Committee are of the view that there is need for institutional 
training to the employes to equip them for higher posts. 

H. Training in Multi-trades 

In their post-evidence written replies, Fertilize!' Corporation of 
1ndia, Heavy Electricals (1) Ltd., Hindustan Steel Ltd. a~d the 
National Coal Development Corporation Ltd. have agreed WIth the 
view that job-combination by giving training in more than one trades 
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could help in development of multi-trade workmen and check over-
stafting. Some of the. Undertakings had even made efforts in this. 
direction. For example, in the plants of Hindustan. Steel Ltd.,. 
"Stockers" had been induced to operate small equipment like furna-
ces, mobile chargers, etc. They had even fixed new grades to com-
pensate workers who were willing to share additional responsibi-
Jity. National Coal Development Corporation Ltd. have adopted 
job-combination in their Sudamdih mechanised deep shaft mine 
which was being developed with Polish Collaboration and have made 
special arrangements for training in multi-trades. 

14.7. Replies of these undertakings indicate that there were some 
limits beyond which they could not go in the matter of job-combina-
tion. First, trade unions in general were opposed to the idea of job 
combination. Secondly, job combination could not be attempted in 
trades where full time workers were required. Thirdly, job-combi-
nation had little scope in trades involving certain amount of specia-
lisation and sophistication. 

14.8. 'I'he Committee are of the view that training in multitrades. 
and job-combination would be helpful in the development of multi-
trade workmen in publk sector enterprises and checking of over·· 
stding. They are happy to ~o,t th.t some of the major undertakings: 
(e.g., H.I.I.L., H.S.L.,lIl.C.~.C.) sharing the same view have started 
job combination ~ their respective units. The Committee recom-
mend that every andertaking should explore the possible trades in 
which job-com.bjnat~on could be attempted. Ini~ial. hesitation of 
the trade uniMs .to accep( these me.sures could be overcome by 
explaining to them the advantages of. *he system which would accuse-
to workers. 

C. Seminars/Conferences 

14.9. In their post evidence replies, the Ministry of Steel and 
Heavy Engineering have stated "The Government agree that it will 
be a good idea to have seminar on Production Management. Even 
now executives at different levels are being deputed to attend semi-
nars conducted by independent agencies like the Institute of 
Management at Calcutta." The Ministry of Industrial Development, 
Internal Trade Company Affairs have stated "Government agree· 
with the suggestion and propose to advise the public enterprises 
suitably." The Ministry of Petroleum and Chemicals, Mines and 
Metals (Departments of Petrolem & Chemicals) also have agreed 
with this view and have added that "in the fertilizer industry, semi-
nars on prodUction and maintenance are held from time to time by 
the Fertilizer Association of India, etc." The Bureau of PubliC" 
EnterpriseS' have infonned the Committee that Seminars on main-
tenance, material management etc. were being arranged and these 
would be followed by seminars on production management 
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14.10. The Committee are of the view that Seminars/Conferences' 
on Produetion Management could provide a good forum to Produc-
tion Managers and Production Engineers to meet and discuss their' 
common problems and to exchange their experiences with a view 
to evolve improved techniques of operational efficiency, Too many 
SeminarslConferences may, however, lead to fruitless discussion of· 
theoretical aspects of production problems rather than a face to 
face discussion to hammer out a practical approach. The Commit-
tee, therefore, recommend that public sector undertakings should 
introduce the system of "Workshop Discussion" at the level of the-
undertaking as well as the group of industries so that concrete 
results emerge out of such discussions. If felt necessary, undertak-
ings may even arrange visits to more profitable enterprises so as to' 
stimulate <4action by example". 

NEW DELHI; 

April 22, 1970. 
Vaisakha. 2, 1a92: (Saka). 

M. B. RANA" 
Chairman. 

COmmittee an PuOlic Undertakings .. 



APPENDIX I 

JList of P"",blic Undertakings covered in the study of Production 
Management 

1. Bharat Earth Movers Ltd. 
2. Bharat Electronics Ltd. 
3. Bharat Heavy Electricals Ltd. 
-4. Central Inland Water Transport Corpn. Ltd. 
5. Cochin Refineries (I) Ltd. 
6. Fertilisers & Chemicals, Travancore Ltd. 
7. Fertiliser Corporation of India Ltd 

'8. Garden Bleach Workshop Ltd. 
9. Heavy Electricals (I) Ltd. 

'10. Heavy Engineering Corpn. Ltd 
11. Hindustan Antibiotics Ltd. 
12. Hindustan Cables Ltd. 
13. Hindustan Housing Factory Ltd. 
14. Hindustan Insecticides Ltd. 
15. Hindustan Machine Tools Ltd. 
16. Hindustan Photo Films Ltd. 
17. Hindustan Salts Ltd. 
18. Hindustan Shipyard Ltd. 
19. Hindustan Steel Ltd. 
20. Hindustan Teleprinters Ltd. 

:21. Hindustan Zinc Ltd. 
22. Indian Drugs & Pharm. Ltd. 
23. Indian Oil Corporation Ltd . 
. 24. Indian Rare Earths Ltd . 
. 25. Indian Telephone Industries Ltd. 
26. Manganese Ore (I) Ltd . 

. 27. Mazagon Dock Ltd . 

. 28. Mining & Allied Machinery Corporation Ltd. 
.29. Modern Bakeries (I) Ltd . 
.30. National Bu:lding3 Con~t. Ltd . 
• 31. National Coal Devebpme.."lt Corpn. Ltd. 

III 
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"32. National Instruments Ltd. 
33. National Mineral Development Corpn. Ltd. 

:34. National Newsprint & Papers Mills Ltd. 
35. Neyveli Lignite Corpn. Ltd. 
36. Praga Tools Ltd. 
37. Rehab. Indus. Corpn. Ltd. 
~38. Tungabhadra Steel Products Ltd. 
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APPENDIX m 
Statement showing estimates national loss in vlllue of production 
during 1968-69 on Ilccount of underutiliBlltion of CllpacitieS in vllrious 
public undertllkings under the IldminiBtTlltiw control of the Minis-

try of Petroleum lind Chemicllls lind Mines lind Metals 

Serial 
No. 

Name of the Public Undertakings 

I Hindu.tan Zinc Ltd' 

2 National Mineral Development Corp. 

3 Fertilizer Curporation of India Ltd. 

(A) Sindri Unit 

(D) Trombay Unit 

" Darauni Refinery of the I.O.C. 

, Indian DNgs & Pharmac:eutical. Ltd. 

(A) Antibiotics Plant 

(D) Synthetic DNgs Plant 

(C) Suraical Instruments Plant 

6 Hindustan Antibiotics Ltd. . 

7 Fertilizers & Chemicals Travan<X!l'C Ltd .• 

TOTAL 

Notional. 
Loss 
(Rs. Lakhs) 

Rs. 

12'00 

Rs. 2386.62 

-At the time of factual verification of the Report. F.C.I. have.lOtimatfd that bleed" 
the Sindri's fi.ure works out to Rs. 1,000;- per N2 tonnes as value of proeucticn loss. 
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APPENDIX VI 
Ta1'gettetl and Actual P1'ocJuction during 1968-69 in respect of iOme 

major public undert4king. 
(Compiled from Note. 1'eceived from Undertaking, aft,.,. the 

evic:l4mce) 

S.No. 

I 

(I) 

(2) 

Unit Tar,et or ActUal % ShOrt 
Ptoduc:- Produc- fall 
liOn tiOD 

2 3 • S 6 

HIafIY E~ ~tJIitm Ltd. 
(I') Poundry POrp Protect TODJICI 2I,6s0 16,642,82 (-)23'26 

(a) Heavy Machine BuiJdiDl PJo. teet . . . . ,. 30,000 2308S2'S (-}20'49 

(m) Heavy Machine Tools Pr0-
tect NOt. 33 8 (-)7S'76 

RUIODI: (,) P.P. PrOtect: Paaem for c:OOlina plates had to be withdrawn 
for modificatiOn conaeqlleDt to the mOcWicaticm in the Coil 
Pipe dmrinp TOOl down atrike Go aIow pncticea etC. 

(it') H.M.B. Protect & H.M.T. Protect : Inadequate lupply or CISt-
iDp and fbrainp. 

PmilizIr ~ of lrttli4 Ltd. 

(A) SiaIIri. 
<,) Amm. Sulpbate M.T. 2,80.000 :z,6S,830 (-)o·S 

(n) Double Salt .. S5.5OO 49.167 (-)u'o 

(ia) Urea .. 17.100 IS,S43 (-) 9'0 

(B) N..,.J 
(I') c.A.N. (2S%) MT 3,08,000 3,09.241 

(a) Heavy Water ICG I3JSoo 14,281 

(C)T~ 

(I) Urea . MT 60,000 68.508 

(ia) Supbaia .. I,09tOOO 1,08,388 

(tit) Methanol .. 18.000 15.097 (-}16'o 

Reasons : Poor quality Of raw 1mlCriaIa, ia.. 
c:ruac ill pIaDt 1MiDC.cftaDc:c, ~ Of SaIpburic: Acid 
110m the PPC PIaDt at SiDdri eqaiftleDtto 25. CICIO tOIIDes Of 
$alpbIIte pSOducdOD. 

1<&2 
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---------

J 2 3 4 5 6 -

(3) HiIfIlIatall StIIel Ltd. 

(A) Bhillai Thousand 
Tonnes 

(,) Pig Iron (tbr sale) ., 647 591 (-)8'7" 

(~Saleable steel (Blooms & " ales, Billets, Rails, Structurals, 
14%1 1344 

M.M. Products, WineRods) 

(B) R_1ula 

(I) Hot Metal (Pig Iron) " 1300 1243 (-)4-4-

(n) Steel IIlJOtB " 1000 1162 

(iia) Pig Iron (tbr sale) " 150 147 (-)2'0' 

(iv) Saleable Steel (Sales, Planes, " 765 773 
COils, sheets, pipes, etc.) 

(C) Durppur 
Thousand 
Tonnes 

(,) Coke (wet) " J25I 1281 

(it) Hot Metal (Pig IrOn) " 1130 1148 

(iii) Steel IIlJOtB .. 800 823 

(iv) Pig Iron (tbr sale) " 361 375 

«(I) Saleable Steel " 555 $CO (-)10' I! 
(Sleepers, Fish Plantcs; whce1a, 

Axles, BlOOming, Billets, section, 
Merchants, snelp Mills pr0-
duction) 

(4) He4f1Y Elearicals (1) LId. Value RI. 
Lakhs. 

(,) Switch gear .. 26S 267 

(iI) ContrOl aear ,. 194 IS. (-)20'0 

(iii) Rectifier .. 100 (-)100" 

(i(l) Transfbrmer OJ 6.p 607 (-)5'0' 

«(I) CapacitOr .. 78 72 (-)8'C)-

(fIl) TractiOn Machines •• 463 449 (-)3'~ 

(via) IDduItrW MQton ., 80 81 

(_) StaID TurbiDa " '" 37 (-)38'G> 
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J 2 3 4 

(is) " .. TarbiDa • Value Ill. IAkbt lOS 77 (-)37'0 

Ca) HeaYy RotztiDi .. ~ 200 (-)1'0 

(sa') Mise. .. 8 38 

TOTAL 2,200 '-9b (-)9'9 

ReaIOOl :- (.) Controtqean: Plilurc or M.I ~ Crom In ~OUI firm 

, 

6 

(b) Recdfier: This II • DeW product. Production commeDl;Cd in 
1969-70-

(e) Capacitor: I.Jd .embliel Jh'eD to andllaylDduttry did DOt 
come UPt0 expectation, hence prOduction bed to be slowed 
down CompcaeDtl from U.K. were received "e. 

(.0 Steam ~e : New pradact bciDaellabJilbecL 
(.) Water Turbines: Late receipt of 8CtUitort r,.. U.K. and eome 

rework required on Obra II turbiDc due to some ditcrepan c:y 
found in Ulembly. 

1 __ Oil CM'fJONn- LId. 

(I) Glllbati Rellaery 1'Iuoqb put JD 
Million Tonne. 

0-7' 0-83 

(ii) Baraani Refinery " •• 1-7 1.767 

(iii) Gu,rar .. 3-" 3.,,8 
NtUiouI CAol t:Nw~ ~ Ltd. 

(I) Ra" Coal . Million 
Tonne. 

13-08 12-61 (-)3'6 

(n) " .. bed (41 .. 1'50 I-50 

(m) Hard Colle 0'°36 0·03 

llaaoD : Ra" CoeJ : IDsutldeocy of TnDlport. 

7 1 __ T".,.., I,..,rria LId. 

TeliIpboDc of aU types (iDdudina 
HeadparRta) Noa. ¥7.r#) 2,51.14' (-)3'3 

ReatODI : (.) Owlaet in prodllCt mix implUftd by the CUltomaI priority 
demaDd made cIuriDI tbe c:ounc or the Jar. 

(b) iIDWIDca in ma&eriaIa due to Ibarup of fonip CJUOhIaae. 
(e) .. ' ...... aupplicn DOt beiDI able to .. up tbeir .applies 

ill qaalit;J A quIIUf. 
(II) iIDplrt rat:ric:doal atrec:IiDI tbe import or __ raw _eri-

ala aDd COIII.pODaatL 

(.) lAbour.p:atioD fram tilDe 10 time for iDcrceIe ill ..... 1dfectiD& 
(IIOd1ldioL 

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



APPENDIX VB 

Statement showing extent of labour utilisation in. various public 
undertakings 

'SI. 
No. 

I 

Name of P. U. 

1 Bharat Electroncs Ltd. 

2 Bhant Heavy EI~ala 
Ltd. 

(.) Boiler Plant, Tirt1chi 
(ii) Switch Gear Plant, 

Hyderabad 

3 Central InlaItd Water 
Transport Corpn. Ltd. ~ 

.. Fertilizer Corpn. of India 
(Sindri) 

5 H~vy Electricala (I) Ltd. 
(NOTB : Statistics main-
tained in money. value 
as different from houn) 

6 Heavy Engineerinl Co-
rpn. Lui •. 

1 Hindustan Machine Tools 
Ltd. 

i HiDdUSWl TdepriDtera 
Ltd. 

9 HindUSUD Zinc Ltd. 
(.) Zawar MiDea 

(is) Taodoo Smelter 

10 India Oil Corpu. Ltd. 

(i) GauhIIli Rdincry 
(;,), Barauni RefinerY 
(iii) GaI-- Re6DCIJ 

1965-66 1966-67 1961-61 
% % % 

--~~----------3 4 5 

94'74 

88'52 

81 
91,. 
II 

1~ 

88'22 

60'00 (June 67-Mar, 68) 

88' SO (Based on total num-
ber of men actually 
present and thos·. 
who were on leave 
or absent. 

93'00 (Wages booked to 
job .. ainat attend-
anc:ewqeI) 

13'4 (% to the total value 
available If 011 
capllcity) 

85'97 
69'00 
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I :a 3 

II ladian Telepboac ladUl-
tria 87'75 U-34 go'p 

Ja Maap Dock Ltd. "," 
13 ~ Newlprint aDd 

Paper MUll Ltd. go 

14 NecdH Lipite CorpD. 
Id, 

CI') Mi.Dea , 8,-91 8.4'72 87-go 
(a') Pertilizer P1aat 88'8, 88-:&6 19-84 

(ia') B Ie C PJant . 88'47 87'64 83,,6 
(iv) 'owe! Plat U'84 87'12 88'30 

l' ...... Tooll Ltd __ 15-00 72-00 ,6-00 

---



APPENDIX VIR 

List of Public Undertakings which have set up sepaTate maintenance 
Department 

1. Bharat Earth Movers Ltd. 
2. Bharat Heavy Electricals Ltd. 

(Boiler Plant & Electrical equipment Plant) 
3. Central Inland Water Transport Corpn. Ltd. 
4. Cochin Refineries (I) Ltd. 
5. Fertilizers & Chemicals, Travancore Ltd. 
6. Fertilizer Corporation .of India Ltd. 

(Sindri, Nanga!, Trombay). 
7. Garden Reach Workshop Ltd. 
8. Heavy Electricals (I) Ltd. 
9. Heavy Engineering Corporation Ltd. 

10. Hindustan Cables Ltd. 
11. Hindustan Insecticides Ltd. 
12. Hindustan Machine Tools Ltd. 
13. Hindustan Photo Films Mfg. Co. Ltd. 
14. Hindustan Shipyard Ltd. 
15. Hindustan Steel Ltd. 

(R.S.P. and D.S.P.) 
16. Hindustan Teleprinters Ltd. 
17. Hindustan Zinc Ltd. 
18. Indian Oil Corporation Ltd. 
19. Indian Rare Earths Ltd. 
20. Mazagon Dock Ltd. 
21. Mining and Allied Machinery Corporation Ltd; 
22. Modern Bakeries (I) Ltd. " .. 
23. National Buildings Const. Corpn. Ltd. . ...... --
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APPENDIX IX 
Statement showing stafJ strength 01 maintenance departments of 

various public undertaking. 

I Bharat Earth MOYen Ltd. (Rail'COlch Dia) 

2 Bhant EJec:trODicI Ltd. 

3 Bhant Heavy EJec:tric:8JI Ltd. 
(.) Boiler Plant • 

(is) EJect. Eqaip. Plat 

4 

, CochiD KeftDerin (I) Ltd. 

, Pertiliaen 4: Chemic:ala, T ... aacorc Ltd. 

1 Perdliaer Oorpa. of India Ltd. 
(.) SiDdri. 

(i.) Naa", 
(iii) Trombay • 

8 GardeD KOlICh Worbbop LId. 

9 Heavy Blec:tticall (I) Ltd. 

10 Hea., BqiaeeriDa Corpa. Ltd. 
(.) H.M.B. Plant • • 
(ia) F.P. Plant 

II HJncIUIhD c.bln LId. • 

13 HiDdUIhD HOUIin, PactOl)' Ltd. 

13 HiDd1llbD IDHCtic:idet Ltd. . 
14 HiDduataa MacbiDc Tools Ltd. 

15 HindUltaD Pbata PIIIIIII:.& 

16 HiDet_tan Shipyud LId. 

17 HiDCIaatan Steel Ltd. 
~1 Bbilal • 
~.. DuIppur. 
iii) RoarW8 • 

18 HiDdUltaD TelepnDten Lad. 

19 Hind1llbD ZiDc Ltd. 

10 Indian Oil CorporlitiCIiD Ltd. (Refillely DivUion) 

lU IDdiaD !tare But'" Ltd.. 
148 

-S10) 
-283 

793 

2, 

124 
606 

2,200 
1,003 

690 
112 

651 

Hit} -8,f0 
1,661 

236 
100 

235 

201 

241 

356 

-3t7'3} 9,786 -2,828 
-3.:10, 

72 .. 400 

1,106 

106 
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22 Indian Telephone Industries Ltd. 

23 Mining & Allied Machinery Corporation Ltd. 

24 Modern Bakeries (I) Ltd. (s Bakeries) 

25 N.monal Mineral Development Corpn. Ltd. (Kiriburu & 
liailadilla) 

26 Neyveli Lignite Corpn. Ltd. < -4 units) 

27 National Instruments Ltd. 
28 National Newsprint & Paper MiDI Ltd.. 



APPENDIX X 
I.A6t of Public Undertakings which haw introduced standard costing 

81/stem .. 

1. Fertilizers and Chemicals Travancore Ltd. 
2. Fertilizer Corporation of India Ltd. 
3. Garden Reach Workshops Ltd. 
•. Hindustan Insecticides "Ltd. 
5. Hindustan Machine Tools Ltd. 
6. Hindustan Teleprinters Ltd. 
7. Hindustan Zinc Ltd. 
8. Indian Oil Corporation Ltd. 
9. Indian Telephone Industries Ltd. 

10. Modem Bakeries (I) Ltd. 
11. National Newsprint & Paper Mills Ltd 
12. Praga Tools Ltd. 

Note: Hindsutan Steel Ltd. have also developed .tandud costing system and pro-
pose to introduce it sOOn. 

.. 

150 



APPENDIX XI 

Statement showing the percentage rise in the cost of production 
over the cost of production estimates given in the Detailed Project 
W.R·Q·43· 
------------------- -.--- -----"------
Sl. No. Nam.e of the public Undertaking 

2 

1 Hindustan Steel Ltd. 

(A) Rourkela 
(a) Coke 

(it) Hot Metal 

(iia) Ingot Steel (O.H.) 

(it') Ingot Steet(L.D.) 

(B) Bhilai 

(a) Coke 

(ia) Hot Metal 

(iit) In80t Steel 

(C) Durgapur 

(a) Coke 

(ia) Hot Metal • 

(iia) Ingot Steel 

2 Hindustan Teleprinters Ltd. 

Teleprinters . 

3 Praga Tools Ltd. 

(a) S40 Surface Grinder 

(ia) Barrel Carbine 

(iia) Breach Blocks . . 
(Cost of Other items is less) 

4 Fertilizer Corpuration 0/ India 

(A) Nangal Unit. 
Calcium A:n:n. Nitrate • 

-636 (Aii) LS-ll. 
151 

1 96S-66 
% 
3 

97'6 

61"3 

41'7 

78'4 

2S6'2 

u8'7 

106'3 

269'2 

181'0 

142'S 

107'1 

7S'S 
SI'6 

98'1 

283·9 
120'0 

109"2 

336'9 

219'4 

171'2 

41"0 

1967-68 
% 

S 

12S'2 

108'3 

7S'0 

133"4 

340'6 

IS6'9 

13°'3 

374. 8 

23°'0 
201"8 

U7'0 

12'16 
(Late Estimate) 

IS'22 

18'00 
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(B) Trombay Uttlt 
(I) Ur~ , , 

152 

3 

On 'the basis of ~ctual 
008t according to 
latest estimIbe ·fOr 
'1968-69 as COm-
pared to unit. cost 
in R.evised Pro-
'ject Estimate . 

., N,yf)eZ; Livtite Corporation 

(.) Li,nite 97" 1'4'0 117" 

(i.) Power 

(ii.) Urea 

(itl) Leco , 

1,,', 
'ProdUc-
tion not 
tom-
menced, 
'ProdUc-
tionnot 
'com-
menced 
fUUy. 

6 NatUm.J MiII".al D,,,,~'COf'1H1Tatitm Limited 
Kiriburu MJne 

7 p"."u,r and CIN.tiN Tra~, Lid, 

(.) Amm. Sulphate 

(n) Amm. Phosphate 

(ii.) Superphosphate 

(if) Amm. Chloride 

8 Naticmal CoallHfII1~ CtJrtoratitm I..iMitM .. 
(I) U";t. 

I. Jaranadih 

". Kathara 
3 S. BalaDda 

4 Bhurkunda . 

,. Saunda 

6, Biehn 

'12,'0 

69'0 
16'0 

19'0 

23'0 

57'0 
38'0 

44'0 

6i"o 

As compared to Re-
vised Project Esti-
mates (1963), 

,1'0 

313'0 

60'060'0 
Bailadila Mine 

weDt into 
trial pro-
duction from 
APril 1968. 

,8'0 

40'0 

37'0 

65'0 

34'0 

44'0 
46'0 

55'0 

82'0 

89'0 

79'0 

63'0 

65'0 
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7. Gidi 'A' 3°'0 47'0 102'00 

8. Gidi 'C' 34'0 64'0 47'0 

9. Sayal'D' 44'0 4S'0 96'0 

10. Bisrampur 4°'0 60'0 41'0 

'1'1. Korea 31'0 33'0 45'0 
, 
u. Churc:ha (-)2'0 44'0 39'0 

'13. Kaurasia 16'0 39'0 43'0 

'14. Korba. 8'0 31'0 IIS'O 

IS. Duman Hill S9'0 34'0 

I6.1amuna 117'0 98'0 

17. Bank II7'0 

18. Manik;pur S2'0 

9 Modern Bakeries (I) Ltd. 3S'0 

Names of PubUc Undertakinfls in whose case no !DPRs were pre-
pared or DPRs, if prepared, did not contain cost estimates 

1. Rehabilitation Housing Corporation Ltd. 
2. Tungblladra Steel Products Ltd. 
3. Cochin Refineries Ltd. 
4. Heavy Electricals (I) Ltd. 

5. Hindustan Machine Tools Ltd. (DPR does not give details 
of estimated cost. Costs are compared with data obtained 
from collaborators). 

~. Hindustan Salts Ltd. (Taken over-no DPR). 

-7. Garden Reach WorkshoP Ltd. (Taken over as a running 
c6ncem No DPR). 

a. Central Inland Water Transport CorpOration Ltd. (Raja:' 
bagan Dockyard). 

9. Mazagon DOCk Ltd. 

10. Hindustan Insecticides Ltd. (Alwaye) . 

11. Hindus1an Shipyard Ltd. (taken over as a running coneerii 
No. DPR)~ 



1M 

12· Indian Drugs & Pharmaceuticals Ltd. (DPR did not con-
tain co~ estimates of the products to be manufactured in 
all the units). 

13. Indian Rare Earths Ltd. 

14. Manganese Ore (I) Ltd. (taken over as a running concern). 



APPENDIX XII 
(A) HINDUST AN STEEL LTD. 

N.lme of material 

Coke Ovens. 

(I) Kg. per tonne of 
(dry) Coal (Dry). 

grOss COke 

Blast Ftrrnaces. 

(ii) C:g. per tonne of Hot Metal) 
etho Ore & Sinter . . 

(ii,) Lime tone 

(iv) D.:>lol1\ite 

(v) M. Ore 

(vi) Coke (DrY) . 

Norms as 
rCCOIl\lnend-
ed by the 
NOrms 
Committee. 

Plant. 

Bhilai 

Bhilai 

Durgapur 

Rourkela 

Bhilai 

Durgapur 

Rourkela 

Rourkela 

Bhilai 

Durgapur 

Rourkela 

Bhilai 

Durgapur 

Rourkela 

Norm. ---
1316 

96S 
8so 

950 

270 

3So 
3So 

100 

So 

40 

120 

800 

860 

900 

Actual Conswnption 

1309 1309 

996 lOll 

1010 930 

915 939 

285 250 

332 331 

395 371 

108 101 

61 S9 
33 31 

no 94 

839 846 

913 90S 
963 962 

Actual conswnption of Coke (dry) in Blast Furnaces of HSL per tonne of 
Hot Metal. 

Kg. Kg. 

1967-68 1968-69 

Bhilai 839 846 

Durgapur 913 90S 
Rourkela 963 962 
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(lJ) FERTILIZER CORPORATION OF INDIA LTD, 

I. TROMBAY 

Matttisl. UDit Norm, 
.taDdard 

Actual CODSUIIlption 
I , 

(putonncl 
of product) 

TrMlfNy A"""""u. 
(a) Naphtha M.T. 0'76.4 0'782 0'8]46 , 
Ur,,, 

(a) Ammonia .. 0,650 0'6894 O'71~ 

Nitr~/uJI' 

(a) Rock Phosphate .. 0'398 0'4394 0'462 
(b) Mapuita .. 0'015 0'02113 0'027 
(c) S~ StOftC " 0'0.0 0'0074 0:008 
(d) Ammonia •• 0'103 0'1256 0'097 
(e) Nhric add .. 0'383 0'36. 0'389 
(0 SulphUric 'acid .. 0'017 0'0369 0'04· 

M,,/ttaIJ 

(a) Naphtha •• 0'982 3'012 1'56, 
(b) Ref, Gu .. 0'675 64'24 

(Pi,,"" ftlaaina to sulpha-. new produce started from 1967-68 not indicated), . , 

RIIU#fU : (I) Exc:eaiVc lOPe. clue to ftpeated bre8kdoWD in t~ plants, and (ii) t~ plants 
. aft nOI l1IIUliaIat t.be rated cap.city II t~ production has pOt esubli. "d, . , ----- ----------_._--- ----------

11 SINDRI 

II. Sindri Unit Norm 

(I) Converted Gas per toone of 
NM3 Ammonia (CCC) , 4,050 4,S87 4.S87 4.974 

(ii) Ammonia per tonne of 
sulphate , , O'30IS 0'291 0'292 0'315 

(iii) Srt~sia mixture per tonne 
o expo Ammonia , , 2800 2867 278~ 2948 

~easOM: 

(i) Higher consumption has been due tolower compressor of 
efficiency and venting of gas and lower production. 

qi) Higher consumption of ammonia is due to usage of 10w,~ 
eurity which results in higher ~ of ammont~ .. ' . 



(jii) High consumption is due to lower efficiency of the cOIPo:-
. pressors in Ammonia Plant and venting of gas at the 

Ammonia Plant when there are short reduction in load 
i~. attending to Methanical Maintenance jobs. 

III NANGAL 

Power ~ption in the years 1965-66 and 1966-67 was more, 
than the stanci8:rQI by 1.3 per cent and 0.65 per cent. Variation is 
marginal and well within industrial measurement limits. Lime stone 
consumption in 19fRH)6 and 1966-67 was higher by. 0.00039 per cent 
and 0·0004 per cent respectively which is negligible. 

(C) "~VY ENGINEERING CORPORATION LTD. 

G, 1. Ptnmdry 

(i) Pig Iron (All types) 

(ii) Scrap (Steel Roll It iDIOt mC?wd) . 
(iii) Ferro Alloy 

NOIII-/nTOIIII Potmdry 

(iv) Chancing ~terials 

Stul Ptnmdry 

(v) Steel scrap 
(vi) Ferro Alloys 

Consumption 
pertoonelc 
good castiDp 

Actual consUIl,lption 
~r tonne of good I 

castings 
as~rDPR --------------~ 
(Tonnes) 1966-67 1967-68 

0·62 1'00 0'96 

0'42 0',25 O'SI 
0'03 0'02 0'03 

I'SO I'S4 1'00 

1'24 1·60 1'27 

0'03 0'02. 0-03 

NeT!!: As Grey Iron Foundry was in its initial stages of production, retum scraP of suitable 
. composition wu not available and further Foundry returns were not accumulated 

so as to conform to the composition require~,. 
The norms liven in DPR for steel Foundry is inclusive of o~n-bearth steel which 
contains 30% of Pig Iron approximately. At present, the open hearth furnaces. 
are not commissiomd, hence the whole charge il only steel scrap. More over 
t~ yield is less, the reason being the ~iaaa lIWlUfactured were of smlll weigh 
SIze. 



APPENDIX XIII 
SummaTY of conclU8iomiTecOmmendations contained in the Report. 

--------- -----------------
S. Reference to 
No. para No. of 

the ~port 

1 2 

Summary of Conclusions/Recommendations 

3 

1. 2.21 The representatives of some of the leading 
public undertakings who gave evidence before 
the Committee admitted that the system of co-
ordination in the Heavy Electricals (India) Ltd. 
did not enable the enterprise to 'formulate a 
profit centre or centre of responsibility'. In 
Hindustan Steel Ltd., the system of coordination 
was 'far from nearing perfection' and 'slightly 
cumbersome' in the Indian Telepbone Industries 
Ltd., etc. This indicates that coordination is not 
as perfect as it ought to be in major public un-
dertakings. The Committee therefore recommend 
that all public sector enterprises should carry 
out of review of their respective organisational 
set up and plug the loopholes that appear in the 
existing machinery for coordination. 

2. 2.22 During eVidence, the representative of the 
Bureau admitted that during their study of the 
working of public sector enterprises it had not 
been possible to pinpoint all the defects be-
cause of lack of technical expertise. Care 
should be taken to see that new public enterpri-
ses which are set up have the right type of pro-
duction management organisation right from the 
very beginning. 

3. 3.12 The Committee agree that it is neither fea-
sible nor desirable to prescribe one type of stan-
dard planning organisation for application to all 
types of industrial activities. In industries 
having a continuous process for example, a fer-
tiliser plant or an Oil Refinery, raw material 
enten.' one end of the production line and flows 
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through a steady stream to emerge as finished 
product at the other end. Naturally, the prob-
lem of planning and control in such industrie3 
is simpler because the path of the material, the 
process seque~e and times of operations are all 
pre-determined and are more or less inflexible. 
Such industries may need a different type of 
planning Cell. But in tailor made or repetitive 
products or consumer industries need for sepa-
rate planning cell exists because the operations 
and process of production are complex. The 
Committee feel that in a badly conceived Pro-
ject, good management is unthinkable. They 
recommend that the Planning Organisation 
should be capable of evolving a proper concept 
of planning production taking into account a 
realistic demand survey of the products and 
study of the feasibility Report. 

Planning is a specialised function in modern 
indu31:ries and calls for decision making at the 
higest level. If there is a separate cell for. this 
purpose, production staff can concentrate fully 
on production proper which may not be possible 
if the production staff had to handle production 
in addition to planning. The Committee recom-
mend that each undertaking may examine the 
need for setting up a separate planning cell 
after taking into account the type of industry 
and other relevant factors. 

A pre-requisite for planning of production is 
the availability of precise information about the 
products in demand. The Committee recom-
mend that public undertakings should review 
their existing arrangements for market research 
and assessment so that production can be plann-
ed according to demand and expansion of pro-
duction or diversification can be undertaken in 
time. Strictly speaking the production manage-
ment is concerned with management of pro-
duction in established projects. An ill-conceived 
project with production capacities installed on 
the basis of unrealistic projections of demand, is 
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3.2'i 

.3 

bound to render the task of planning of pro-
duction difficult. The Heavy Engineering Cor-
poration and the Mining and Allied Machinery 
Corporation Ltd. are the two examples of such 
f~ulty planning ab-initio. . . . 

The Committee recommend that there 
should be industry-wise (e.g. fertilizer, steel 
etc.) Top Planning Cell in each Ministry con-
sisting of Executives of both the public and the 
private sector industry for the planning and 
control of production and to ensure that what-
ever targets were set up in the Five Year Plans 
were achieved and to evaluate. the functionirig of 
~e production m~chinery to achieye these tari 
gets .. 

The Committee are surprised by the state-
ment of the NCDc that planning and control i~ 
their enterprise. did not follow any specific tech~' 
nique. The technique of Production Manage-
ment is changing all over the. world every dar 
with the introduction of latest techniques. If 
the public undertakings are indifferent to the 
adoption of modern techniques of planning and 
control, poor production performance and de-
fective planning may become inevitable. During 
the examination of different public sector under., 
takings, the Committee found that highly soph~s
ticated plants and mach;nery imported from 
highly industrialised countries of the world were 
being operated on obsolete and outmoded tech-
niques of planning and control of production. 

While it is primarily for the respective in-
dustries to decide as to whether they would fol-
low technique'! like routing, scheduling, dis-
patching and follow up or any other techniques, 
the Committee suggest that Government shc.uld 
undertake a ~urvey of existing arrangements for 
the planning and control of prodUction in all the 
u..'ldertakings to examine how far non-achieve-
ment of targets of production or incurring of 
losses in each case was due to nonapplication of~' 
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modern techniques of planning and control. 
Based on such a survey, proper guidelines may 
be issued" to the undertaking; highlighting the 
modern techniques to be followed by each group 
of industry. 

Leading industrialiseq. countries (like Japan 
and USA) have accepted the aid of computers 
to control their cost of production, enforce qua-
lity control and reduce inventories to appropriate 
level. The Committee feel that India will have 
to recognise the role of Computers as an in-
evitable tool for industrial" efficiency and pro~ 
gress to compete in' international market. . 

Conscious of the acute problem of unemploy-
ment, the Committee would recommend coni-
puterisation in capital intensive industrie.; (e.g. 
H.S.L., H.E.L., etc.) and not the labour in-' 
tensive industries. Computerisation should pri-
marily be directed to enforce (i) inventory and 
management control and (ii) to cut-down the 
cost of production. As a matter of fact, the 
deCision to instal a computer in an enterprise 
shbUld be taken at the time of setting up . the 
enterprise to avoid any controversy later. The 
Committee reiterate that care should be taken 
to avoid retrenchment of labour and the ~taff, if 
rendered surplus, should be absorbed in alter-
native jobs in the same or allied undertakings. 

The Bureau of Public Enterprise.; was set 
up . in, April, 1965 in the Mi¢stry of Finan~ in 
plirstlance' of the recommendation contained in I 
the 52nd Report of the Estimates Committee. 
The Committee find that functions of the :Bureau. 
have been considerably enlarged following' the. 
recommendations made by the Administrative 
Reforms Commission in their Report on Public 
Sector Undertakings (October, 1967). In their 
note furnished after the evidence, the Bureau. 
hl:lVe stated that they have 5 constituentDivi~ 
sion.s in the Bureau, namely, (1) Production, 
(2) Construction, (3) Finance (4) General M~
na,gement and (a) Information and Research. 
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The Committee feel that with the enlargement 
of the functions of the Bureau, there is need 
for de-centralisation lest the Bureau should 
grow into a monolithic and top heavy adminis-
tration. The Bureau may consider whether it 
will not be better for it to function in small 
working groups, each group being responsible 
for one type of industry. 

• 
The Committee are concerned to learn that 

major public undertakings are facing difficul-
ties in establishing a sound system of communi-
cation with labour. They recommend that the 
p~blic undertakings should review periodically 
their existing communication system with a 
view to improve the communication with 
labour. Public Sector enterprises being model 
employers are expected to set an example and 
owe a special responsibility to evolve communi-
cation with labour in such a way that there is 
greater partiCipation or feeling of involvement 
by labour in the fulfilment of objectives of pro-
duction management. 

The importance of the role that effective 
communication plays in the successful and 
speedy implementation of the objectives of pro-
duction management cannot be over-emphasis-
ed. The Committee are of the view that the 
communication system in the Organisation 
should be such as to ensure speedy transmission 
of vital information by pressing into service the 
most modern and economical means of com-
munication. They find that there is dearth of 
persons trained in the art and technology of 
communication in most of the Undertakings and 
recommend that such a personnel should be 
raised in every Undertaking by arranging suit-
able training. Training programmes may be 
drawn up in consultation with the Management 
Institutes at Ahmedabad. and Calcutta. 

The Committee are in favour of reducing the 
multiplicity of Reports I Returns submitted to 
Top ManagementlGovernment without in any 

-------------------------- ._---
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way interfering with the efficiency to take effec-
tive managerial decisions by the undertakings. 
In this connection, the Committee have noted 
that Hindustan Steel Ltd. have been able to 
evolve one Consolidated Report which goes 
from their Head Office to Government and 
covers all their plants. The Committee recom-
mend that other public Undertakings shoul'Ci 
also undertake a review of their existing Re-
ports in consultation with their administrative 
Ministries and try to reduce the number of their 
~ports I Returns. 

The Committee recommend that public un-
dertakings should also consider the advisability 
of setting up a special cell, if such a cell is not 
already there in their respective enterprises for 
the purpose of study, evaluation an'Ci follow up 
of SlUch Reports because utility of such reports 
would ultimately depend on the capacity and 
the ability of these cells and the extent to which 
such Reports are made use of for managerial 
decisions. 

The Committee hope that the system of ma-
nagement by exception introduced in Fertili-
zer Corporation of lidia, Hindustan Machine 
Tools Ltd. and Hindustan Steel Ltd. would prove 
useful. They also recommend that other major 
undertakings should consider the advisability of 
introducing the system of providing separate 
tailor made reports for different managerial 
levels so that attention is drawn only to those 
exception which are relevant to their responsi-
bilities. 

During evidence the representatives of most 
of the leading public undertakings argued that 
the principle of management accountability was 
difficult to be enforced because (i) production is 
a team work based on group effort, (ii) there is 
dispersal of responsibilities in the existing pa-
tt~rn of public sector, (iii) causes of failure are 
varied and (iv) qualitative measurement of 
accountability is not possible. These arguments 
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are not convincing. If these are accepted, itWiil 
tantamount to grant of comple.te immunity from 
accountability. 

Considering the present low level of produc-
tivity and the heavy financial losses being in-
Curied by 'major public undertakings ·year :after 
year, the Committee are convinced that public 
enterpri~'es were not pulling their full weight to 
'ensure that the principle of management ac-
countability was implemented in letter and 
spirit without fear and favour. The Committee, 
therefore, strongly recommend that Government 
must formulate a clear policy and see that res-
ponsibilities of each level of management were 
dearly defined in. unambiguous terms' and laiu 
down in black and white so that whenever any 
act of omission or commission came to light it 
was possible to fix responsibility and bring the 
persons concerned for the lapse to book. They 
also emphasise that the policy so framed must 
"iriake the top management every Public Sector 
enterprises fully responsible for over all perfor-
mance particularly the production performance. 
As soon as ~e same may bre placed before the 
,Parliament. Effectiveness of the policy must b~ 
kept under close watch by Government and 
Parliament kept informed of the results 
achieved. 

The heavy financial losses, incurred by major 
public underfakings e.g. HindustaQ Steel Ltd., 
Heavy Engineering Coorporation Ltd., Mining and 
Allied Machinery Corporation Ltd., Heavy Elec-
tricals (India) Ltd.,. Indian Drug~ and Pharma-
ceuticals Ltd., over the years, held weig1)t to the 
impression that the criteria of profitability wf:ls 
getting gradually eroded and whittled doWn .. If 
this drift from profitability is allowed to conti-
n'ue, there was every likelihood that the gains of 
planned economic development in India may ~ 
offset by the heavy losses incurred by public 
sector enterprises. The Committee view this de-
velopment with great concern. They, therefore, 
strongly recommend that Government must inl-
press upon all the public ,sector enterprises th~ 

----_ •. _--
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lb. 5.23 

16. 5.25 

17. '6.12 

need to avoid losses and ensure profitability Le. 
a decent return on investments. As a matferof 
fact, the norm for profit~bility should be laid 
down at the time of setting up the project itself 
so that Parliament and the cquntry known in 
advance as to the precise period during which an 
enterprise is excepted to reach the break even 
point. Should an enterprise fail to reach that stage 
within the stipulated period and continue to in-
'cur losses even after the gestation period is over. 
the Committee feel that the Government should 
examine whether such an uneconomic enterprise 
is 'to be allowed to continue. 

The Committee note that Government have 
recogru.sed the importance of management ob-
jectives concept. They are, however, unable to 
appreciate why "it will have to be a trial and 
error method". They therefore recommend that 
Government should evolve a clear cut plan to in-
d.icate as to how and in what manner the Go· 
vernment propose to proceed in the matter so 
that nothing 'is left vague and undefined. Unless 
a clear picture is placed before the enterprise3 by 
Government, the Committee are unable to see 
how the enterprises can be excepted to work out 
the management objectives concept in its right 
perspective. 

The Committee are of the view that unless a 
Managerial Cadre con<:isting of persons of proven 
ability integrity, managerial talent, initiative 
and above all faith in the role of the public sector 
in national economy is esblblished to man senior 
positions of responsibility in the public sector 
enterprises, problems arising in the realm of pro-
duction management canot be satisfactorily 
tackled 

buring the course of their visit to one of the 
leading steel manufactUring company in the pri-
vate sector, the Committee were informed that 
their steel Plant was working at 90 to 95 percent 
of its capacity even though some of th~ir machin-
es were installed several years ago. The Commi-
ttee are alarmed to find that the Steel Plants of 
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Hindustan Steel Ltd. are working at only 50 to 68 
per cent of their rated capacity. If a new enter-
prise faces teething troubles during the gestation 
period and is unable to reach full capacity in the 
initial years, it is understandable. The Committee 
feel that for an established and experienced Steel 
Industry like the Hindustan Steel Ltd., it would 
be inexecusable if they fail to ensure operation 
of plant at the rated capacity and attain break 
even point in spite of the existence of a great 
demand for steel in India and abroad and the 
rise in the steel prices. 

It is true that Steel Plants of Hindustan Steel 
Ltd. are facing problems of inadequate or poor 
maintenance, right type of refractOries, non-avail-
ability of spares, etc. but then these are the very 
factors which the management of every indus-
trial enterprise was expected to take care of while 
planning its production on sound and prudent 
business principles. Now that the management of 
HSL has identified the precise factors due to 
which rated capacities could not be achieved by 
them in the past, the Committee recommend that 
the management of HSL should focus attention 
on those factors and run the plants at their opti-
mum capacity by remedying them. A developing 
country like India can ill afford the luxury of 
allowing those expensive steel plants to run at 
uneconomic levels of utilisation. 

The Committee are of the view that the 
Heavy Engineering Corporation Ltd. and the 
Mining and Allied Machinery Corporation Ltd., 
are finding themselves in this unhappy predict-
ment primarily due to the inaccurate and "over-
amb~tious" demand projections made before in-
stallation of their production capacities. The 
Secretary of the Ministry of Steel and Heavy 
Engineering admitted during e.vidence that "ex-
pectations of demand, on the basis of which these 
capacities were created, did not materialise." If 
the proje.ctions of demand go wrong by a narrow 
margin, one could ignore it but when the pro-
jections do not materialise to the extent of 90 

--- --- -- -------- ----
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per cent it only indicated that either the existing 
machinery for demand assessment was not equal 
to t~1e. ~:t5k expected of it or the techniques em-
ployed or the economic data relied upon for this 
purpose. were totally wrong. The Committee re-
commend that Government should (i) examine 
the existing machinery for demand prOjections, 
the techniques employed for assessment of de.-
mand etc., and (ii) initiate positive steps to gear 
up the machinery for making demand projections 
so that production capacities were installed or 
expanded only to the extent warranted by sound 
and scientific assessment of demand. 

The Committee reiterate that the Govern-
ment should ensure in future that no undertak-
ing should be launched unles· a scientific and ac-
curate assessment of demand has been made by 
the Government and a proper scrutiny of feasi-
tility studies and project Report has been made. 

The Committee find that the problem being 
faced by the Heavy Electricals (India) Ltd. and 
the Hindustan Machine Tools Ltd. is the same, 
that is lack of orders for their products. This 
confirms the impreSSion that demand survey 
was not made accurately before setting up these 
undertakings. The reces9ion in Engineering in-
dustries had been with us for a number of 
years. Had these Undertakings made aggres-
sive sales efforts right from the beginning of the 
recess-j~n, they would have surely been able to 
counteract recession to a greater extent. Any-
how;the Committee hope that all the Undertak-
ings including these two, would reinforce their 
efforts not only to tap domestic but also foreign 
markets. The Committee also wish to empha-
sise that public undertakings should periodically 
review their product mix to bring it in line with 
the changing pattern of market demand. 

The Committee are surprised at the statement 
of the representative of the Fertilizer Corpora-
tion of India made during evidence that the 
rated capacity at Trombay Unit was only in 
theory and that the attainable capacity was 

636 (ail) LS-12 
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lower than the rated capacity. The Committee 
recommend that managements must regard the 
attainment of rated capacity as their supreme 
task and make strenuous efforts towards that 
end by rectifying design or engineering deficien-
cies in plants, if any, and creating optimum con-
ditions under which the plants could work at 
their full rated capacity. To regard the rated 
capacity as only a theoretical propoSition and not 
a practical possibility by the undertakings is a 
tendency which can only result in de-rating the 
rated capacity to the lower level of attainable 
capacity. The Committee feel that such a ten-
dency of the undertaking has to be discouraged 
because if it is allowed to continue there will be 
let up in the eftorts of the managements to re-ach 
the optimum capacity. 

Should the undertakings find it impossible 
to operate the plant at the full rated capacity, 
they should reduce their rated capacity to the 
attainable capacity only with concurrence of the 
administrative Ministry concerned and the Mi-
nistry of Finance invariably. The Committee 
view the statement of the representative of the 
Fertilizer Corporation with alarm and feel that 
an act of derating the capacity of the plant at 
Trombay to the lower level of "attainable capa-
city" was rather unjustified. They recommend 
that public undertakings should acquire plants 
of only the proven rated capacity after rigid 
performance tests becaUR once a defective plant 
WI' acquired it became a liability for all time 
to come even if the contractor paid the penalty 
under the contract. Payments to contractor 
should depend on his demonstrating the rated 
capacity of the plant and machinery. 

22. 6.35 The Committee are perturbed to know that 
Barauni Refinery of the Indian Oil Corporation 
Ltd. had been working far below its design capa-
city. The reasons for this are stated to be in-
adequate supply of crude from the Assam Oil 
flelds and the limited capacity of the Oil India's 
pipeline. From the DOte furnished after the evi-
dence, the Committee find that during April to 
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November, 1969, as against the planned trans-
portation of 1,67,000 tonnes, actual transporta-
tion was only 98,000 tonnes, This was mainly 
due to the fact that the offtake of the two re-
fineries did not materialise according to schedule. 
The Committee recommend that Government 
should give their serious attention to this prob-
lem and explore an abiding solution on a long 
term basis. But as this may take sometime the 
Committee would suggest that in the meantime, 
efforts should be made to improve the program-
ming of transportation so that even with the 
present capacity of the said pipeline it may be 
possible to transport more oil in a planned 
manner and according to such schedule of 
offtake as may be agreed upon by mutual con·-
sultations between the Oil India and Indian Oil 
Corporation. 

The Committee view with great concern the 
fact that negotiations between the Indian Oil 
Corporation Ltd. and the Hindustan Machine 
Tools Ltd. for the purchase of Gas Cylinders 
have had a protracted course and displayed lack 
of sense of urgency. Shortage of Gas Cylinders 
has affected the common user in the country al-
though there is no shortage of gas. Capacity 
to undertake manufacture of gas cylinders al-
ready exists in the H.M.T. Owing to the pro-
tracted delay in negotiations between the two 
un~rtakings, the spare capacity to manufacture 
Gas Cylinders has remained unutilised. If the 
difterences between the two public sector enter-
prises could not be settled at their own level, 
the Committee are unable to see why the two 
administrative Ministries namely, the Ministry 
of Petroleum and Chemicals and Mines and 
Metals and the Ministry of Industrial Develop-
ment, Internal Trade and Company Affairs could 
not help these two enterprises to come to an 
early settlement. The Committee recommend 
that such inter-undertaking negotiations leading 
to inordinate delays should be promptly sorted 
out at inter-Ministerial level. 

--_._._--_._-------------------
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24. 8.43 The Committee have noted the assurance 

given by the Secretary, Departments of Petro-
leum and Chemicals that in future no produ~ 
tion at the Surgical Instrument, Plant of IDPL 
would be made unless there was a demand. 
The Committee are of the view that other pub-
lic sector undertakings should also adopt this 
wholesome principle as basic to their planning 
of productton so that whatever production was 
undertaken it was invariably against firm indi-
cations of clear demand and found a ready mar-
ket. In the meantime possibility of diversifica-
tion and alternative use of manufacturing capa-
city should be explored and made ready. If the 
demand fluctuates for short period, the normal 
production in a year should not be upset and the 
annual target of production should not be 
lowered. 

2&. 6.48 The Committee are of the view that assess-
ment of loss in value of production on account 
of under-utilisation of capacities in various pub-
lic undertakings even if notional. would have 
given an idea of the extent of 10:6 which could 
have been averted if the Undertakings had been 
able to operate their plants, at full capacity 
under optimum conditions and assured demand. 
If the notional loss in the case of undertakings 
under the control of one Ministry, namely, the 
Ministry of Petroleum and ChemiCals, Mines 
and Metals could be Rs. 24 crores and that too 
in one year (1968-69) such loss would surely 
be much larger if the notional loss in respect of 
undertakings under the control of other Minis-
tries had also been. assessed. The assessment 
made by one Ministry is enough to reveal the 
gravity of the problem of gross under-utilisation 
of capacities in various public undertakings and 
point to the need of evolving some radical mea-
sures. Present sporadic attempts being made. by 
each Ministry to deal with this problem with-
out any degree of coordination cannot be ex-

. pected to make any significant contribution to 
solve this vexing problem. The Committee, 
therefore, strongly feel and suggest that a high 
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level Expert Committee be appointed by Gov-
ernment to make a thorough and systematic 
assessment of under-utilisation of capacities to 
detect the causes of under-utilisation in each 
case and suggest remedial measures, both long 
term and short term, to minimise the incidence 
of under-utilisation in various Public Under-
takings. 

26. 7.16 The foregoing account of non-achievement of 
targets of prodUction makes a distressing read-
ing. There have been instances. [for example, 
0) Hindustan Photo Films Mfg. Co. in 1966-67, 
(ii) Heavy Electricals Equipment Plant of Bha-
rat Heavy Electricals Ltd. in 1967-68 and (iii) 
Heavy Machine Tools Project of Heavy Engi-
neering Corporation in (1968-69)] where percen-
tage shortfall in achievement of targets had been 
more than 75 per cent. Shortfall ranged bet-
ween 50 to 75 per cent in the case of Fertilizers 
and Chemicals Travancore Ltd. in 1965-66, and 
Mining and Allied Machinery Corporation Ltd. 
in 1966-67 and 1967-68. The Committee feel that 
either there is something basically wrong in the 
mechanism of fixation of annual production tar-
gets or the arrangements for follow-up of pro-
duction are deplorably inadequate. Should the 
UndertakingS fix realistic targets after making 
a thorough assessment of all factors of produc-
tion and proper follow-up of production plan is 
done, there should have been no reason why the 
shortfalls should be as high as 75 per cent. The 
Committee do agree that breakdowns of plant 
and machinery could not be predicted with any 
degree of certainty. Labour troubles too may 
erupt rather suddenly, sometimes putting the 
production out of gear. But these factors, how-
ever, uncertain should not make such a material 
difference in the long run. The Committee sug-
gest that public undertakings should. strea~e 
their machinery for target setting so that tar~ets 
of production were p101"e realistic than what 
they had been in the past. 

2'7. 7.24 The Committee find 'that at present public 
undertakings are cOmpletely free to fix up --...--.-- ... . ' ........ 
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annual targets of production at whatever level 
they consider necessary and to revise them. 
Government was merely kept infonned. The 
Committee feel that this practice needs review. 
Under the existing practice there was every pos-
sibility of an undertaking fixing lower targets 
than the rated capacity and thus covering up its 
poor perfonnance. The Committee recommend 
that Annual Targets of production mould be fix-
ed after taking into account all the relevant fac-
tors into consideration particularly the demand 
as assessed by the Planning Commission, market 
surveys conducted by the enterprise itself, the 
rated capacity of the plant and machinery etc. 
Enterprises having Technical Directors on their 
Board of Directors should, wherever possible take 
advantage of his objective technical appraisal of 
production capacity. The Committee are of the 
view that Undertakings should be free to fix 
annual targets of production so long as they are 
equal to or near the rated capacity. But if an 
undertaking wants to fix a target lower than 
the rated c~pacity in spite of their being a clear 
demand for the products, it should get prior 
approval of Government. This will give an op-
portunity to Government to satisfy itself whe-
ther deviation from rated capacity in a parti-
cular case is justified or not. 

The Committee agree that development of 
ancillary industries combined with the e.ffort& 
to pool requirements of various groups of in-
dustries in Public Sector holds the key to the 
solution of the problem of procurement of ~pares 
and equipment. They hope that no efforts 
would be spared by Government to promote an-
cillary industries. 

The Committee hope that the new procedure 
(in para 31 of Report) evolved by the DGTD 
in March, 1968 in the matter of giving clearance 
from indigenous angle would go a long way in 
mitigating the hardships faced by public sector 
undertakings in getting such clearance. They 
suggest that efficacy of the new procedure 

--------------- --
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should be kept under constant watch by Govern-
ment to ensure that production of no public 
undertakings was held up or affected on account 
of any undue delay in DGTD's clearance and 
allotment of foreign exchange. 

The Committee are surprised at the way 
the proposal for manufacture of tractors in the 
public sector was handled by Government at 
various stages resulting in an inordinate delay. 
The delay primarily appears to be due to indeci-
sion of the Government coupled with lack of a 
feeling of urgency. The Committee agree that 
proposals to undertake new lines of manufac-
ture as part of diversification programme need 
careful examination of all the relevant factors, 
but they feel that such avoidable delays shOUld 
b~ avoided in future. 

The Committee feel that public undertakings 
had not formulated their diversification pro-
grammes in time to check the impact of reces-
sion. Had they done so, there would not have 
been gross under-utilisation of capacity in ma-
jor public undertakings. 

The Committee regret to note that the level 
of labour utilisation has gone down in the case 
of Heavy Electricals (India) Ltd., Hindustan 
Machine Tools Ltd., Hindustan Zinc Ltd., Bri-
quetting and Carbonisation Plant of Neyveli 
Lignite Corporation Ltd., Barauni and Gujarat 
refineries of the Indian Oil Corporation Ltd. 
When the labour utilisation in an enterprise 
touches as low a level as 70 per cent its produc-
tivity and profitability are bound to be affected. 
The Committee, therefore, hope that these enter-
prises would investigate into the reasons for this 
fall in labour utilisation with a view to evolve 
effective measures to improve labour utilisation. 

Some of the public undertakings as, for ex-
ample, National Buildings Construction Corpora-
tion Ltd., National Instruments Ltd. are not 
maintaining record showing the extent of labour 



•• J. 

,. 

34. 

.. 
I 

, .. .. . .' 

. . . 

8.18 

35. 8.20 

• 36. . . . 8.21 

1'1. 

3 

utilisation. Garden Reach Workshop have start-
ed keeping such record from April, 1968 only. 
Htndustan Steel Ltd. have undertaken studies 
to determine manning for different work groups. 
J'ertUizer Co~ration of India have also under .. 
taken indutlrial englneering studies to evolve 
systems for control on labour utilisation. The 

. eommittee are convinced that effective labour 
. utilisation 11 vital to production and profitabi-
lity. ··They fail to understand how could the 
managements of these undertakings succeed in 
keeping an eye on the trend of labour utilisation 
in the absenee of labour utilisation record The 

. Committee recommend that all undertakings 
" should maintain labour utilisation record in suit-

able form so that they may be able to locate 
. a!'eu of underutilisation of labour in time and 

'. ,: take' remedial measures. Labour utilisation in-
dices should also be accompanied by indices of 
labour productivity in the interest of maximising 
pi'oduCtion and keeping a timely check on the 
persistent tendency to overstaff. . . . 

This gives the impression that hitherto Go-
vernment have not taken an active interest in 
this -important task. The Committee suggest that 
the ,Gov!!mment should arrange special study of 
man' productivity industry-wise without any loss 
of. timt!. . 

Existence of a wide gap in the productivity 
levels. of key indu$!ries (e.g. Steel and Coal Min-
ing) between Indian and foreign ~tries is a 
soUrce of great concern to the Committee. Such 
gaps if permitted to continue would be injurious 
to the Development of export markets of Indian 
Steel and other products which would be soon 
avallable for exports. The Committee recommend 
that public undertakings should adopt improved 
and modem management techniques capable of 
raising the level of productivity. 

The Committee are apprehensive that in 
their amdety to raise productivity, the quality 

'aspect may be lost sight of by the UndertakiDgs 



175 
-- ------_._--------_._--------

1 2 3 -- ... _._._._--------
with the result that greater rejections and off-
grade production would become inevitable de-
feating the very purpose of productivity. Equal 
importance should, therefore, be accorded to the-
qualitative aspect of productivity Parametres to 
productivity should be so fixed as to take into 
account production in comparable units (within 
the country and outside). Productivity norms 
and incentive schemes should be applied from 
the beginning. 

37. 8.24 The Committee are of the opInIOn that 
existence of fiUrplus staff adversely affects pro-
ductivity and profitability of an enterprise. They 
recommend that the staff strength in the initial 
stages should be determined most carefully after 
carrying out scientific manning studies and a 
thorough assessment of workload. Such studies 
should be entrusted to independent bodies like 
the Managements Institutes or Institutions like 
the National Productivity Council for making an 
objective assessment. 

38. 8.25 Redeployment of surplus staff deserves the 
primary attention of the undertakings. The Com-
mittee feel that they could be absorbed against 
future expansion or against future retirements. 
Voluntary retirement schemes may be introduced 
on attractive terms if necessary and transfer of 
staff to other sister enterprises could also be con-
sidered. 

39 8.35 Labour-Management relations is a very sen-
sitive area of management activity. The situa-
tions to be faced in this field are complex and 
call for human understanding, foresight and tact 
on the part of managements. The Committee feel 
that management of public sector enterprises 
should continue to strive to secure the active 
cooperation of labour towards improvement of 
prodUction since a contented labour alone can be 
expected to give their best. 

40. 8.36 Demands received from labour unions should 
be considered by the Managements with sym-
pathy without much loss of time and decisions; 
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taken on the merits of each demand. Declive 
steps should be taken by the Managements to 
establish rapport with the workers and creating 
in them "a sense of belonging". Proper forums 
should be established where officers at various 
levels of management can meet and intermingle 
more often with various groups of labour. This 
11 only one of the ways to remove the "Psycho-
logical barrier" between the managements and 
labour. Top Management should provide a res-
ponsible and responsive leadership, ch4ive and 
initiative in this direction. 

The Committee recommend that public un-
dertakings should make effective use of manage-
ment techniques like Programme Evaluation Re-
view Technique in order to guard against possi-
ble delays in the procurement, installation and 
commiSSioning of plant and machinery. They 
woultl suggest that an adequate number of their 
officers and engineers be specially trained in the 
application of this technique. 

As partially decentralised system of mainten-
ance has been introduced only recently and that 
too by only a few undertakings, its effectiveness 
can be judged atter watching the performance of 
this system over a period of time. While this 
system of maintenance can be effective since 
minor maintenance jobs could be undertaken on 
the spot without much loss of time, it was Ukely 
to increase the existing strength of Maintenance 
staff. Whatever be the new system of mainten-
ance, the Committee recommend that unreason-
able increase of staff strength on this ground 
should be positively resisted by the undertakings. 

The Committee emphasise that planned pre-
ventive maintenance in public undertakings 
should be placed on a more scientific footing in 
the light of experience gained and after making 
sure that the system did not lead to duplication. 
over-lapping or over-staftlng. 

--------------- --------
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The Committee recommend that jublic un-
aertalongs should insist on and invariably obtain 
Maintenance Manuals from the suppliers of plant 
and machinery as a matter of standard commer-
cial practice so that the time and labour involved 
in preparation of these Manuals by the under-
takinss was saved. 

The Committee are unhappy to note that 
giant the Public Undertakings like Fe~tilizer 
Corporation of India Ltd. and Hindustan Steel 
Limited which by now have already acquire a 
number of years standing in their respective fields 
should still be dependent on foreign experts to 
advise the local technicians on major over-hauls 
and repairs of their plant and machinery. They 
regret to note that adequate attention has not 
been paid ab initio for the development of their 
own respective cadre I)f maintenance experts 
to handle major over-hauls, capital repairs etc. 
The Committee, therefore, recommend that the 
Government might consider the desirability to 
draw up a scheme for development of a cadre of 
maintenance experts in all the major undertak-
ings so that India's dependence on foreign experts 
is reduced to the barest minimum & self reliance 
is developed in the field of maintenance of Plant 
& Machinery. 

From the foregoing details, it is apparent 
that actual down time of various units of the 
Indian Oil Corporation Ltd., and Hindustan Steel 
Ltd. had been far more than the limits envisaged 
in the Detailed Project Report or the norms laid 
down in this behaU. It is rather surprising that 
during 1967-68 Urea, complex Fertilier and Me-
thonal Plants at Trombay remained down for a 
total period of 173 days, 282 days and 268 days 
respectively due to Breakdowns, Fuel limitation, 
Annual shut down, other reasons, etc. Similarly, 
steel melting shops of various steel plants of 
H.S.I.. were down from 15 to 40 per cent of the 
time as against the average down time of 9.6 per 
cent of such shops. As high down time of plant 
and machinery result: in loss in production and 
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ultimately affects the cost of production also, the 
Committee recommend that the undertaings con-
cerned should examine the system of maintenance 
in force in their plants, identify the weaknesses 
and determine the corrective steps required to 
remedy thil state of affairs without any loss of 
time. 

The Committee view it with great concern 
that despite the fact that steel, Fertilizer and 
Petroleum industries in public sector have had a 
number of years experience of the working of 
plants, the downtime had been excessive to such 
an extent. They recommend that in future the 
Annual Reports of all the public sector enterpri-
ses contain a para indicating (i) the extent of 
downtime each year, (il) the loss in production 
sufferred on account of downtime and (iii) steps 
which the enterprise intend to take to arrest the 
rising trend in down time so that Government 
and the Parliament remained in touch with stan-
dards of preventive maintenance in the plants in 
the public sector. The Committee are unable to 
accept the plea that in an integrated plant like 
Steel, it is not possible to quantify the loss in 
production on account of down time of plant and 
machinery and hope that HSL would be able to 
develop a system which would enable them to 
quantify the loss in production on account of shut 
downs in their plants. 

The Committee recommend that all major 
public undertakings should carry out studies of 
plant layout of comparable enterprises in India 
and abroad. Such a comparative study can be a 
useful exercise for the managements to acquaint 
themselve3 with now ideas on plant layouts for 
improving their own layouts to ensure free and 
quick flow of materials and facilitate better pro-
duction in their plants. 

The Committee are surprised to note that 
some of the public leCtor undertaldngs, for s-
ample, the HlDduItan PhIto FIlms Mfg. Co., Bin-
·daItaD SIIlts Ltd.. MIni. and Allied :Machinery 
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Corporation Ltd., Modern Bakeries (India) Ltd., 
National Instruments Ltd., Praga Tools Ltd. have 
not developed any cost control scheme so far. 

The Committee are of the view that in the 
absence of a satisfactory cost control scheme it is 
unthinkable for the management of any enter-
prise to keep an eye on the trends of coat o! pro-
duction and to take timely remedial measures. 
They recommend that all the undertakings should 
take early steps to instal effective cost control 
schemes suited to their respective industries 
within a specified period and furnish a report to 
Government. 

48. 10.8 The Committee are unhappy to note that in 
the past, the studies made by the Bureau of Pub-
lic Enterprises did not cover the important ques-
tion a9 to whether the managements of public 
sector enterprises had made use of cost date for 
management decisions and if so to what extent. 

49. 10.10 The Committee recommend that Govern-
ment should make arrangements in consultation 
with the institute of cost and Works Account-
ants of India, Calcutta for harnessing and pro-
per orientation of cost Accounts in India to 
equip them to man senior level positions. 

SO. 10.24 The Committee feel that comparison of the 
actual cost of production. with the cost esti-
mates stipulated in the Detailed Project Report 
is a useful exercise and cannot be ruled out al-
together Simply because some of the assump-
tions made in the. DPR had undergone a change 
or some factors were lost sight of at the time of 
drawing up the DPR. 

51. 10.25 The Committee are unhappy to note that cost 
of production had increased in some cases (e.g. 
coke and ingot steel in the case of Hindustan 
Steel Ltd., 1£eo in the case of Neyveli Lignite 
Corporation Ltd. etc.) to more than 200 to 374 
per cent of the cost estimates given in the DPRS 

--------------- --- ----.------
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HSL h.. explained the realOm for this abnor-
mal rile in cost of production on the ground 
that "raw materials prices were indicated to the 
consultants on a very rough basis" and the cost 
estimates of bought out items were based on a 
very rough and provision rates with the result 
that such extra ordinary escalation in cost of 
production became unavoidable. They recom-
mend that all Public Sector undertakings should 
make concerted eftorts to bring down the 
cost of production to fair level by letting right 
the deficiencies, if any, in organisation and ma-
nagement and developing cost conlCiousness at 
various levels of management. Regarding further 
projecta, the Committee strongly urged that the 
DPR should be drawn up most carefully on a 
realistic and practical basis for assessment of cost 
estimates. The Committee feel that reduction in 
the cost of production would enable the public 
sector enterprises to ofter their products at fairly 
competitive prices in the international markets.. 

10.31 The Committee are of the view that public 
sector enterprises should evolve some permis-
sible limit for rejections so that whenever re-
jection9 go beyond that limit causes could be 
analysed and remedial measures taken. The ap-
prehension voiced by the Heavy EngineeriDg 
Corporation that laying down of a higber lbait 
may allow the shop Boor staft to reach that limit 
and laying down a lower one may present prac-
tical diftlculties appears to be an unreal one. U 
the limit that is laid down is neither high nor low 
but a realistic one, the diftlculty which the BEe 
have in mind will in probability not arise. Si-
milarly. the diftlculty referred to by the Hindus-
tan Steel Ltd. that special steels and export or-
ders require a higher percentage i9 a one which 
can be overcome by laying down a separate norm 
for such items. The Committee, therefore, re-
commend that all pubUc sector unclertaking!r 
should lay down norms for rejections for each 
item or category of items so that the manage.. 
ment becomes aware of the increase of rejections 

------------
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well in time and devise remedial measures ~fore' 
it is too late. 

53. 10.36 Considering the extent of consumption of ma-
terials in Hindustan Steel Ltd. and Fertilizer 
Corporation of India Ltd. the Committee feel 
that the existing arrangements for exercising, 
control on consumption of materials are far from 
satisfactory. They are unhappy to note that con-
sumption of coke in steel plants in India had. 
been more than 900 KG per tonne of Hot Metal 
as compared to 500 KG in Japan. The Com-
mittee hope that various technological improve-
ments effected during the Fourth Plan Period will 
have a decisive effect on the present high coke 
rate. The Committee recommend that every· 
Public Undertaking should fix norms for con-
sumption of materials for every unit or evt-n 
every shift so that whenever the consumption of' 
materials goes beyond that norm, the manage-
ments can come to know of it at once and take' 
remedial measures. Needless to say that fixa-
tion of norms will have salutary effect not only-
in guarding against pilferage of materials but 
also exercising stricter control on quantity con-
sumption. 

54 10.40 The Committee are unhappy to note that inl 
the case of as many as thirteen public under-
takings, the level of inventories has escalated 
substantially in the year 1967-68 as compared to' 
the previous year. In this connection the Com-
mittee wish to draw the attention of these pub-
lic undertakings to the recommendations made-
by them in Chapter n of their 40th Report 
(Third Lok Sabha) on Materials Management 
aimed at scientific control of inventories. The-
Committee had pointed out that as materials: 
costs usually constitute about 2:3rd of the total 
cost of production in an undertaking, economy in 
materials cost was a vital factor for the profit 
earning capaCity of an undertaking. The Com-
mittee had recommended that public under-
takings should strive to bring down the level of 
irventories to 6 months production by making in-
creasing use of modem methods of inventory 
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control like classiftcation and codiAcation, varie-
ty reduction, A.B.C. Analysis, etc. It appears that 
not much heed baa as yet been paid by Govern-
ment or the Undertakings to make use of mo-
dem tools of. inventory control. The Committee 
recommend that public undertakings must take 
positive steps in this regard and bring down their 
inventories to an economic level within a fixed 
period. Government may evaluate the work done 
during that. period and furnish a report to the 
Committee on the progress achieved. 

11.15 The Committee are of the view that top 
managements of pubUc sectoT enterpriM!s must 
regard quality control as an overall management 
function. They feel that the success of quality 
control depends to a large extent on the direct in-
terest taken by the managements. 

1\8. 11.16 The Committee regret to note that some of the 
Public enterprises e.g. Heavy engineering Cor-
poration Ltd. and National Coal Development 
Corporation Ltd. do not organise in plant training 
in quality control for their staff. They are of the 
opinion that training in the field of quality con-
trol will give the ~ in the quality control or-
ganisation an understanding of the theory and 
practice of the quality control techniques and 
procedUTeS. They recommend that all the under-
takings should evolve in plant training in qua-
lity control. 

'57. 11.17 The Committee are surprised to note that 
some of the public sector enterprises e.g. Heavy 
Engineering Corporation Ltd. had not prepared 
any Manual on Quality Control for the guidance 
of their staff. They are not sure whether they 
have any written instructions even. The Com-
mittee ff'COmmend that even undertakings which 
have issued detailed instructions on the subject 
of quality control from time to time should codi-
fy the same in the form of a Manual 00 that such 
tnstruc:tions are available for study and reference 
at one place. Arrangements should also be made 
f6r inbuilt mechanism for periodical revision and 
review of the quality Control Manuals. 

-........ ------_._------ --- ---------
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58. 11.20 The Committee recommend that every pub-
lic undertakings should introduce a systematic 
procedure for registratIon of consumers com-
plaints and recording of the action taken on each 
complaint. Such a system would not only enable 
the undertakings to know the exact number of 
complaints received in a year but also serve as 
an index of 'the. success of the quality control 
measures adopted by an undertaking show the 
trend of the consumers reaction to various pro-
ducts. The Committee recommend that all ma-
nufacturing units in the public sector should 
establish an adequate organisation and facilities 
for feed back on consumer reaction to their pro-
ducts by conducting field surveys through inde-
pendent and experienced organisations like the 
Management Institutes in order to find out reac-
tion of consumers regarding their products and 
to take necessary correctiVe steps promptly and 
adequately for rectifying defects, etc. not only 
of the products so!d but also of future produc-
tion. 

59. 12.7 The Committee are of the view that Indus-
trial Engineering functions like the Time and 
Motion Studies, Work Measurement, Manpower 
Planning, Job Evaluation, application of PERT 
etc are vital to every modern industrial enter-
prise as these functions help in attainment of 
efficiency and economy. The Committee hope 
that all those major public sector enterprises that 
do not have an Industrial Engineering Depart-
ment already in their enterpri!Je should consider 
the advisability of setting up such a Department, 
if not already done. 

60. 12.8 The Committee recommend that all the pub-
lic undertakings who have set up Industrial En· 
gineering Departments or Cells should periodi-
cally evaluate the work of these Departments! 
Cells to see how far they have been instrumental 
in bringing about operationa1 efficiency and eco-
nomy in cost of production. 

61. 12.9 The Committee note that Industrial Engi-
nE:ering Departments sometimes face difticultie3 
in selling th@ir ideas and reeommendatiolUl to the 
--- -_ ... _---------_._--_._----

636 (All)LS-13. 
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production staff. While the Fertililer Corporation 
of India LtJ. had been ahle to overcome such 
difllculties by inter-ciepartmental transfers, the 
Hindustan Steel Ltd. had ensured acceptability of 
recommendations by heading their Industrial 
Engineering Departments by a person of statu., 
equal to the status of the pe:son who heads the 
Production Department. The Committee feel 
that Industrial Engineering Departments should 
be headed by competent. wen qualified and expe-
rienced petlOns preferably drawn from the Pro-
duction Departments whose recommendations 
are expected to be more practical and are likely 
to inspire greater confidence 

62 12.12 The Committee note that undertakings in 
the public sector are becoming alive to their res-
ponHbility for the development of safety engi-
neering and ensuring protection to the workmen 
li!Bainat accidents from hazardous operation. They 
recommend that the safety measures should be 
reviewed from time to time; sustained educa-
tional drive to make workers safety conscious 
should be launched. Shop Safety Committees 
should be formed and the Management should 
keep strict watch over incidence of accidents and 
initiate timely remedial measures. 

83. 13.11 The Conunittee find that developed countrie:; 
(e.g. U.S., U.K., Japan, Germany) spend about 
3 per cent of their national income in research 
and development whiCh indicate the importance 
that is attached to research and development. 
Research and Development is an activity which 
is vital to the growth of modem industries. Re-
search and Development Organisation enables 
enterprises to explore newer and better products 
and processes. This is a continuing activity and 
can be carried on only if there is an organisa-
tion for it. The Committee have noted with re-
~t that even rnajor undertakinf.!s like Hinduslan 
Maehine Tools Ltd. Indian on Corporation Ltd. 
ami the National Coal Development CorporatiOn 
Ltd. etc. had not let up IIDY researeh and dew-
lopmeAt ofpllisation ill tMir enterprises SO far . 

. . - --- - ..... -~ ..... -._-_ .. _.- .• _----_._ ... _--- -_.- ----_ .. _--
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The Committee recommend that the::-e undertak-
ings should consider the desirability of establish-
ing such cells but while doing so, it should be en-
sured that as far as pOSSible, there was only one 
research and development organisation for one 
g:oup of indu-tries in the public sector to obviate 
duplication of research etTorts and increase in 
expenditure. 

Research and development Organisation 
should work in close coordination with the Coun-
cil of Scientific and Indust!ial Research, other re-
lated laboratories and Research Organisations in 

. the country and attend to basic aspects of im-
." port substitution and increac<ed productivity with 

particular reference to cost reduction. Research 
creates a new basis for technology. It should be 
oriented to develop self-reliance in a technology 
and foster a spirit of competition with the lead-
ing industrial countries of the world in the deve-
lopment of sound technological base for rapid in-
dustrial development. 

64 13.17 The Committee note that major public un-
dertakings e.g. the Heavy Engineering Corpora-
tion Ltd., Heavy EIectricaIs (India) Ltd. Hin-
dustan Steel Ltd., etc. are keeping themselves 
abreast of the latest technological developments 
in leading industrial countries like the U.S.A., 
Russia, Japan etc. and are also taking steps to 
adopt improved techniques and processes in the 
achievement of accelerated production in steel 
and other important industries. 

65. 13.18 The Committee also recommend that public 
undertakings f:hould take full advantage of fore-
ign collaboration to learn intricacies of design 
and trends of design so that research could be 
intensified in promising and relevant fields hav-
ing bearing on production. There is also need to 
intensify research where rttiections are on the 
high side, e·g. wheels in Durgapur Steel Plant 
so that remedial mea'"Ul'es are developed after 
intensive study. 
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The Committee note that most of the Under-
takings have raised their ~wn Training Centres 
and are also. taking full advantage of the train-
ing facilities aVailable at the management insti-
tutes. Barring Fertiliser & Steel, other Under-
takings do not have adequate and improved train-
in, arrangement in Production Management to 
tuit different levels of their employees. The 
Committee are convinced that training for Ma-
nagement Development and Production Manage-
ment is vital to the personnel of any productive 
Undertaking. 

They recommend that: 

(i) All training institutes run by the Pub-
ttc Undertakings should evolve their 
own modern well-equipped training 
programmes suiting these specialised 
requirements; and 

(U) all undertakings engaged in production 
should take advantage of the courses 
of the Managements Institutes parti-
cularly for the senior level of their 
personnel provided the courses con-
ducted by them' suit the needs of their 
respective industries. The CommiUee 
are of the view that there is need for 
institutional training to the employees 
to equit» them for higher posts. 

The Committee are of the view that train-
ing in multi trades and job-combination would be 
helpful in the development of multi-trade work-
men in pubUcsector enterpri?eS and checking of 
overstafftng. They are happy to note that some 
of the major undertaking (e.g. H.E.I.L' t H.S.L. t 

N.C.D.C.) sharing the same view have started 
job combination in their respective units. The 
Committee recommencl that every undertakiDg 
should. explore the possible trades in which job-
eombination could be attempted.. Initial hesita-
tion of the trade unions toaceept these measures -_._. ----_.-... _ .... _-_. __ ... __ ._- -_._---_._--
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could be overcome by explaining to them the ad-
vantages of the system. 

68. 14.10 The Committee are of the view that Semi-
narslConferences on Production Management 
could provide a good. forum to Production Mana-
gers and Production Engineers to meet and dis-
cuss their common problems and to exchange 
their experiences with a view to evolve improved 
techniques of operational efficiency. Too many 
Seminars/Conferences may, however, lead to 
fruitless discussion of theoretical aspects of pro-
duction problems rather than face to face discus-
sion to hammer out a practical approach. The 
Committee therefore, recommend that public sec-
tor undertakings should introdUCe the system 01 
"Workshop Discussion" at the level of the un-
dertaldna a, well as the group of industries so 
that concrete results emerge out of such discuB-mona. If felt necessary, undertakings may even 
arrange visits to more profitable enterprises 10 
as to stimulate "action by example." 
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