
C. P. U. No. ISS 

COMMITTEE ON PUBLIC 
UNDERTAKINGS 

(1971-72) 

(FIFTH LOK SABHA) .. 
SEVENTH REPORT 

Acdon taken by Government on the recommendadons 
contained in the Forty-Second Report of the CommJttee 

on PubUc Undertakings (Fourth Lok Sabha) 
on Mazagon Dock Ltd., Bombay 

MINISTRY OF DEFENCE 
(DEPARTMENT OF DEFENCE PRODUCTION) 

LOIt SABRA SECRETARIAT 
NEW DELHI 

October. 1971/ AS'lJina. 1891 (S) 
Price: Re.0·75 



LIST OF AUTHORISED AGENTS FOR THE SALE OF LOX 
SABHA SECRETARIAT PUBLICATIONS 

SL Namo of A~t 
No. 

ANDHRAIPRADBSH 

c. ADdbra UllIteJ'llty Oea ... 
Cooperatift Store. Led., 
WaitalJ :VIlatIaaPiUlam) 

2. O.R. LaUbaaipatb, CAe", 
aod SOIll, OeDCl'll Mor-

. CbaDu lAd Na.. Ai IDP, 
Newpes, CbaDdrqlri. 
Cbhtoor DIItrIct. 

ASSAM 

3. Wealel'o Boot Depot, p,l' 
RI.r, Qaubatl. 

BIHAR 

4. AlDar Kltab Gbar, Po., 
Bos 78, 01,,0011 Road 
hm,hedO\Jr. 

OUJARAT 

,. Vljay Stom,"'llIon ttoad, 
AnaDd. 

6. rho Now Ordor 800k 
CompaD)'. HIIb 8rtdae. 
Abm~. 

HARYANA 

7· MI •. Pnbbu Book Santc.. 
NDi SuntmlDdl. 0.1'1100 
lH'ryaaa). 

MADHYA PRADHSH 

8 MOdern Boot Hoate, Sbh 
VO •• PallCe, IDdon ClI,. 

MAHARASH TRA 

9. MI •. Suojerd .. Gllnchaoc1. 
~I. Glrpu:n ROld. Noar 
Prince .. Str~t, HOrtllll'-I 

10. The Inlomldoaa' Rook 
HOUle (Prlnte) Limited, 
9. A,h LaDe. ~abatm' 

Gandhi Road. 8ombay-l. 

It. The ''In_aatlemal Rool 
S.rl1lce.Oec:can GYmthlna 

Pnoaa 4. 

Aaeocy SI. Name 0( Apot 
No. No. 

• 

7 

37 

II 

a6 

12. CIlarIe. Lambert·& Com-
paD7. 101, Mahatma 
Gandhi Road.Oppoalt. 
C1~ Tower. POf1. 
Bomba,. 

'3. The Current Book HOG". 
Maruli LaDe. Rqhuoatb 
o.daii Street, Bombay-I. 

14. DeccaD Boot Stan. Per 
IUIOD CoHcae Roed. 
Pooaa-.. 

I" MI.. U,ba Boot l>epor, 
~I"A. Cblrl Boar. Kh&D 
HOUle. GirJlMam R~, 
8ombly-a B.R. 

MYSORI:! 

16. MI •• People. Boot HaulS. 
Opp. JIPomablo Palae. 
~,.oro-I. 

RAJASTHAN 

17. InfOlma'IOD Cooln. 
GoycrDmaDI of Rltl,1 b. r., 
Trll'olia. Jalpur at}'. 

UTTAR PRADBSH 

II. S ... ltk lodu.trlal Worka. 
~9. Holl SlreIt. M-.. 
Otl,. 

19. L_ Hoot Compaa, 
Swar Patl' MI,... 
-'liahabed-i. 

'&'I!ST RHNOAL 

10. Gr-nlhalok •• "I. Amble. 
M()othmee Road, R~llfh.
ria. :u P ..... o •• 

21. W. Newroan & Coml'lo, 
Lrd •• 1. Old Court Houte 
Stnet. Caleu",. 

u. Plrrna K. L. MslthopadIlYtl,. 
"iliA. RaDcb'lIl'UD AIrnt 
LaDa. CalcUtta-fa. 

n \{'~. Multberll Book HOIDI 
8-B. Buff lADe Calcutta-6 

APDC'7 
No. 

,0 

, 

16 

II 

II 

II. 

•• 



~ 

15 

" 
19 
20 

26 

31 

CORRIGENDA to 
The Seventh Report of the Committee on 
Public Undertaking: Action taken on 
~2nd Report of CPU on Mazagon Dock Ltd. -----
Line For Read 

5 not note 

24 done down 

16 shins ship 

10 United State United States 

9 insert"in" after "tha til 

19 delete '(vide recommendation 
at S.50.17)" 



Compolition of the Committee 

Composition of Study Group 

lIatr04uction 

Report 

CONTENTS 

• • 

PMlII 

(iii) 

(v) 

(vii) 

CIIAPTI!R II. R.ecommendations which have been accopted by Government 2 

CI{Al'TBR lIf. R.ecommendations which the Committee do not desire to 
I punue in view of Government', reply 1$ 

CII"l'TBR IV. Recomn~ndltions in respect of which replies of Government 
have not bee n accepted by the Government ) 24 

CI{'\''flR V. R':)nn~!lhtion~ in r~lp~:::t of w:,ich find replies of Govern-
ment are still awaited. . 2S 

API'IINDICBS : 

I. Copy of Ministry of D"fence (D=partment of Defence Produc-
tion) letter No. 21(2)/69/D(GRW/MD)dated the 27th Novem-
ber, 1969 from Cdr. M.M. Atal, Officer on Special Duty to the 
Managing Directors, HA.L, BBL, BEML, MDL, GRW and 
PTL and the M.lnager, Ooa Shipyard Ltd. regarding defective 
estimation need to examine every case of '. 26 

II. Copy of Ministry of Defence (Deptt. of Defence Production) 
letter No. 21(2)/69/0 (GRW/MD) dated the 27th November, 
1969 from Cdr. M.M. Atal, Officer on Special Duty to the 
Managing Directon, MDL, HAL, BEL, BEML, GRW Prap 
Tools, The M nager, OSL regarding preparation of a feasibility 
report -for the Eltpansion Scheme and appointment of Consul-
tants for- Need to take into consideration all the requirements 
e.g. object of the expansion availlbillty of credit facilities 
etc. ~ II;) 27 

tIl. Financial Controller's Instructions re : Sundry Debts ~8 

lV. Copy of Ministry of Defence letter No. 21(2)/S9/D(GRW/MD) 
dated the 25th October, 1969 from Cdr. M.M. Atal, Officer on 
Special Duty to the Managing Director, Mazaaon Dock Ltd., 
Bombay-tO D.D, the Managing Director, Garden Reach 
Workshops Ltd., Calcutta-24 and the Manager, Ooa Shipyard 
Ltd, Vasco-da-Oama, Goa rcprdilll 42nd Report (Fourth 
Lok Sabha) of the Committee on Pubfic Undertakings (1968-69) 
on Mazaaon Dock Ltd., Bombay-COmments and follow up 
action. 30 

W. Analysis of the action taken by Oovernment on the recommen-
dations contained in the 42nd Report of the Committee on 
.Public Undertakinp (Fourth Lok Sabha) . . .. 31 



COMMITTEE ON PUBLIC UNDERTAKINGS (1971-72) 

CHAIJIMAN 

1. Shri M. B. Rana. 

MEMBERS 

2. Shri K. Baladhandayutham 
3. Shri Dinen Bhattacharya 
4. Shri G. Bhuvarahan 
5. Shri Khemchandbhai Chavda 
6.·Shrimati Subhadra Joshi 
7. Dr. Kailas 
8. Shri S. N. Misra 
9. Shri Amrit Nahata 

10. Shri P. Parthasarathy 
11. Shri Syed Ahmad 
12. Shri Narayana Kalliyana Krishnan 
13. Choudhary A. Mohammad 
14. Shri Dahyabhai V. Patel 
15. Shri Kota Punnaiah. 

SECRETARIAT 

Shri Sameer C. Mookerjee-Deputy Secretary. 

Shri M. N. Kaul-Under Secretary. 

·Elected w.e.f. 11-8-1971 in the vacancy caused on the resignatioa 
of Dr. v. K. R. Varadaraja Rao M.P. on 29-7-1971. 

iii 



STUDY GROUP VII 
ON 

ACTION TAKEN REPORTS AND GENERAL MATl'ERS 

COMMITTEE ON PUBLIC UNDERTAKINGS 
(1971-72) 

1. Shri M. B. Rana-Chairman 
2. Shri P. Parthasarathy 
3. 8hri 8. N. Misra 
4. 8hri Dahyabhai V. Patel 
5. 8hri 8yed Ahmed 
6. Dr. Kailas 
7.-Dr. V. K. R. Varadaraja Rao. 

-Resigned from the Committee on Public Undertaldgs with eJ!ect 
from 29th July. 1971. 

(v) 



INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having been 
authorised by the Committee to submit the Report on their behalf, 
present this Seventh Report on the Action taken by Government on 
the recoinmendations contained in the Forty-second Report of the 
Committee on Public Undertakings (Fourth Lok Sabha) on Mazagon 
Dock Ltd., Bombay. 

2. The Forty-second Report of the Committee on Public Under-
takings was presented to the Lok Sabha on the 18th April, 1969. 
'Government furnished their replies indicating the action taken on the 
recommendations contained in the Report on the 22nd March and 
24th April, 1970. Further clarifications in respect of certain recom-
mendations was called for from the Government on the 22nd April, 
1970 and replies thereto were received on the 30th July and the 25th 
November, 1970. The replies of Government to the recommenda-
tions contained in the aforesaid Report were considered and approv-
ed by the Committee on Public Undertakings (1970-71) on the 11th 
November, 1970. The report however could not be presented to the 
Fourth Lok Sabha due to its dissolution on the 27th December, 1970. 
This Report was again considered and adopted by the Committee on 
Public Undertakings (1971-72) on the 14th September, 1971 and the 
Chairman was authorised to finalise the Report on the basis of the 
decisions of the Committee. 

3. The Report has been divided into the following five chapters: 
(i) Report. 

(ii) Recommendations that have been accepted by Government. 
(iii) Recommendations which the Committee do not desire to 

pursue in view of the Government reply. 
(iv) Recommendations in respect of which replies of Govern-

ment have not been accepted by the Committee. 
(v) Recommendations in respect of which final replies of Gov-

ernment are still awaited. 

4. An analY.sis of the action taken by Government on the recom-
mendations cOl\tained in the Report of the Committee is given in 
Appendix V. It would be observed, therefrom that out of 22 recom-

.. ~--



mendations made in the Report, 17, recommendations (77.27 per cent). 
have been accepted by Government. The Committee do not desire-
to pursue five recommendaUOlli (22.7a.~ cent) in view of Gove~ 
ment's reply. . 

: ~, 

M. B. RANA, 

~\, • •.• ~~l "" -:' 

ir..' ... ,~[lai~ft,. 
.in , ,....' t., . . Committee on Publw: ,Un.clertakifJ;a.. 

NEW DELHI; 

. October 11, 1971. "',,\' 

Awina 19, 1893 (S). 



.~ CHAPTtIi'l 

.~ ,l{EPOttT',' 
" 

I j , ii, .' ~ I ' .. ; .. f.~; ~; 

The Committe~on .. fublic Und~rt$;i~~s a,~; -fad to observe that 
the recommendatlbns ,contained in the 42nd 1lep611 of the Committee 
on Public Undertakings (4th Lok Sabh!l) on Maza~on Dock Ltd. 
have been replied 'to by Government generally to the Committee:&. 
satisfaction. '. ... " . , . " 

',' I. ' 



CBAPTERD 

RECOMMENDATIONS WHICH HAVE BEEN ACCEPTED BY 
GOVERNMENT 

Recommendation (Serial NO.1) 

The Committee find that till recently Mazagon Dock Ltd. had 
'been proceeding in ad hoc manner with frequent short run and un-
certain orders. It started projecting firm plans in terms of money 
only from the year 1966-67. The Committee are unable to under-
stand why it was not pos~ible for it to prepare targets for new cons-
truction even in terms of money prior to 1966-67. Proper planning 
in a phased manner is essential for making best use of men and re-
sources and as a check or control device on operations so that timely 
corrective action could be taken where results did not work out 
according to plans and forecasts. The Committee hope that with 
the completion of Expansion Scheme Mazagon Dock Ltd. will wo:-k 

-out yearly as' is being done now as well as long range production 
schedules. (Paragraph 2.13). 

Reply of Government 

Prior to 1966-67 MDL was basically a ship repair yard with VEry 
little ship construction work and as such targets for ship construc-
tion in terms of money were not prepared. Since then, however, the 
company have started preparing annual production targets in the 
case of ship construction also. They have also introduced a long 
range production programme and necessary instructions have been 
issued in this regard. The first of the advance production schedules 
for the period 1969-74 is under preparation. 

[Ministry of Defence Office Memorandum No. 21 (2)/69/D(GRW/MD) 
dated 22nd March, 1970.] 

Further information called for by the Committee 

What were the specific reasons for the Mazagon Dock Ltd. not 
being able to prepare targets for new construction for whatever 
·-capacity they had, in terms of money prior to 1966-67? 

[Lok Sabha Sectt. O.M. No. 3-PU!69 dated 22-4-1970.] 

2 
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Final Beply of GovemmeDt 

Prior to 1966-67, the annual budget of the Company was not sub-
mitted to the Board of Directors and as such, detailed targets for 

'various activities undertaken by the Company were not laid down . 
. Mazagon Dock Ltd.. was basically a ship-repair yard and the new 
construction turnover was relatively small compared to its ship repair 

. work and was undertaken only to utilise spare yard facilities during 
slack ship-repair periods as is evident from figures below: 

New construction Ship-repair turnover 
tumover 

1960·61 Rs 36·23 lakhs Rs. 206·89 lakhs 

1961·62 Rs. 49.64 IBkhs Rs. 189.03 lakhs 

1962·63 Rs. 68' 74 lakhs Rs. 2S2'22)akhs 

1963·64 Rs. 92· 29 lakh~ Rs. 312·99 takhs 

1964-6S Rs. 76'45 lakhs Rs. 26S'10 lakhs 

(Ministry of Defence Office Memorandum No. 21 (2) 169ID(GRWIMD) 
}J I'" . dated 30th July, 1970], 

Recommendation (Serial No.2) 

The Committee are happy to note that the first frigate was laun-
ched on the due date. This is no doubt a major break-through in 
the Indian ship building industry, and the Committee hope that the 
Mazagon Dock Ltd. will endeavour to further improve its perfor-
mance with experience. The efforts being made towards indigeni-
sation of the frigates are laudable, and the Committee expect these 
.efforts will be intensified to bring about further reduction in the 
imported components. (paragraph 2.25). 

Reply of Govemment 

·The observations of the Committee have been noted. All efforts 
.are being made by Mazagon Docks to improve its performance and 
achieve greater tndigenlsation. 

{Ministry of Defence Office Memorandum No. 21 (2) 169/D (GRW/MD) 

dated 22nd March, 1970.] 
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Further information called for by the Committee 

Please furnish details:about the efforts being made to introduce 
more indigenous items on the fdgates. . ;. ,,~. 

1.1 

[Lok Sabha- Sectt. O.M. No. 3-PU169 dated'22~~1970.1 

Final Reply of Go'Vemmeat - ' 
., l. 

All efforts are continuously being made from the early stage to 
indigenise the production of machinery and- equipment which is 
installed in the Leander Class Frigates being built for the Indian 
Navy. As a result of these efforts a major break-through has been 
achieved in establishing indigenous manufacture of machinery and 

• I 

equipment in the last three years. 

2. A study group was created with representatives from Naval 
Headquarters, Director General of Technical Development and 
DepartmenJ of Defence Production to investigate 'sources of indige-
nous manufacture and to encourage manufactUring concerns in India 
to produce equipment for the Leander Class Frigate. This group 
meets periodically and is also responsible for issue of import clearaJ)ce 
for equipment for the frigate. It is thus ensured that no equipment, 
howsoever small, is permitted to be imported until all possible indi-
genous sources have been investigated. 

3. For the first Indian Frigate, in spite of the fact that the time 
available was extremely limited, indigenous manufacture was estab-
lished for items like Main Air Conditioning and Refrigeration 
machinery, Main and Auxiliary Switch Boards, Gas Tight and Water 
Tight Doors', Rectifiers, Ventilation Fans and Motors, Heat Exchan-
gers, Mineral Fibre Marine Board, Electric Cables, Telephones Bnd 
Telephonic equipment, Thermal insulation materials for machinery, 
Transformers and various' types of valves for control of fiuids. AlI 
these items are of a specialised nature and had not been produced 
in the country hitherto. 

4. As a result of continuous efforts, for the second Frigate many 
more items of equipment and machinery have been added to the 
above list of indigenous equipment e.g. Main Turbines, Main~ear
ing, Main Boilers, Radar and Fire Control Eq lip aent, B!'oadc3st 
EqUipment, Turbo Driven Auxiliary Machinery, Rudder Stocks, 
Shaft Brackets, MOUlded Rubber products like Suction Entries, 
Shock and Vibration Mountings etc., and literally hundreds of smaller 
but none-the-Iess important other items. 



5 
3. All efforts are being made'to achieve maximum possible indi-

genisation for all remainint"maehinery and equipment both major 
,and minor as early as"possibl~;- c 

IMinistry of Defence O~ceMemorandum No. 21(2)/69/D(GRW/MD) 
" , , dated "30-7-70.] 

~ec~~mendation (Serial No.3) 

The Committee are not aware of the reasons on account of which 
the Government had not treated the construction of mine sweepers 
in the country for th~"first time as a development ordex:. They, how-
"ever, feel that fact9~s which have resulted in this huge loss were 
beyond the control of the present management. If Mazagon Dock 
Ltd., was expected to work as a commercial undertaking, the Com-
mittee hope that in" future Government would ensure that financial 
risks involved in u~dertaking new items would be fully covered, par-
ticularly when specific orders are to be executed in accordance with 
the desire of the Navy. (Paragraph-2.35). 

Reply of Government 

The Ministry of Defence is fully aware of the difficulties faced by 
MDL in executing orders for which the Dock have no previous 
experience and agrees in principle that financial risk involved in 
undertaking new items should be kept in view in orders placed on 
MDL. 
{Ministry of Defence Offiee Memorandum No. 21(2)j69ID(GRWIMD) 

dated 22nd March, 1970]. 

Recommendation (Serial No.4) 

Although in bulk of cases where losses had been incurred on 
account of building ships, the estimates had been formulated in the 
pre-take over period or in the period immediately after the take-
over, the Committee are unhappy to note that even at present some 
of the orders for new construction are expected to result in losses to 
the Company. This indicates that all the factors contribUting to the 
cost of construction of a vessel are not being accurately assessed. The 
. Committee trust that with the introduction of the new system of 
data compilation and estimating, the Company would show better 
results. (Paragraph-2.43). 

Reply of Government 

A very strict control is being kept by the Management on cost 
"estimating and though no results are as yet available (because no 
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ship has yet been completed under the new system) it is expected' 
that there will be a distinct improvement over past performance' 
Steps are also being taken by Mazagon Dock to ensure that quota-
tions are made more realistic taking into account all relevant factors." 
[Ministry of Defence Office Memorandum No. 21(2)169ID(GRWIMD) 

dated 24-4-70.1 

Recomm~ndation (Serial No.8) 

The Committee need hardly point out that if Mazagon Dock Ltd. 
desires to retain its position as the premier ship repairing yard it 
must make its rates, quality and time schedules for execution of 
works fully competitive with the facilities available east of the 
Suez. The Committee would like Government and the Mazagon 
Dock to pay special attention to this aspect of operations so as not 
only to save foreign exchange by undertaking repairs" to ship within 
the country but also to earn more foreign exchange by undertaking 
the repairs to foreign ships which come in such large numbers to· 
India. (Paragraph-3.11). 

Reply of Government 

Constant efforts are being made to keep the rates, quality and 
time schedules competitive and this is evident from the fact that 
the ship-repair annual turnover was Rs. 3'5 crores out of a total of 
Rs. 4'5 crores on the whole of the West Coast. In this connection 
reply to Serial No.7 para 3 may also be seen. 
[Ministry of Defence Office Memorandum No. 21 (2)/69/D(GRW/MD)' 

dated 22nd March, 1970.] 

What is the ship-repair annual turnover during the last five years 
of Mazagon Dock Limited as against the total turnover on the whole" 
of the West Coast 

[Lok Sabha Sectt. a.M. No. 3-PU/69 dated 22.4.1970.]" 

Final Reply of Government 

The annual turnover of ship repair of Muagon Dock Ltd. during 
the last five years is given below: 

1965·66 

1966·67 

1967-68 

1968-69 

1969.70 (Estimated) 

RI. 251 lakhs 

RI. 311 lakhs 

Rs. 359 lakhs. 

Rs. 323 lakhs 

Rs 365 lakhs. 
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The average turnover on ship repair per year thus works out to-
Rs. 3'2 crores. The approximate average annual ship repair turn~ 
over of other yards on the West Coast, including Alcock Ashdown 
and Scindias would be in the region of about Rs. 1 to Rs. 1'1 crores,-
thus making the turnover on the West Coast Rs. 4'3 l'rores a year. 
[Ministry of Defence Office Memorandum No. 21 (2) /69/D(GRW /MD) 

dated 30-7-70.] 

Recommendation (Serial No.9) 

The Committee understand that the system of estimating and 
costing in Mazagon Dock Ltd. has since been streamlined. As in 
repair work time is of vital importance, it is necessary not only to 
prepare accurate estimates but also to record the cost of each job 
promptly and correctly so that complete and final bills can be given 
to the clients immediately. 

The Committee would suggest that every case of defective 
estimating or loss should be examined by the Management expedi-
tiously and suitable instructions issued with a view to avoiding its 
repetition. (Paragraphs-3.17 & 3.18). 

Reply of Government 

In the past a great deal of difficulty was being experienced in 
estimating and billing due to the short time available for estimat-
ing/billing as shipowners needed the work completed and billed 
during the period the vessel berths for loading 1lnd discharging. 
This difficulty has been overcome by streamlining, estimating and 
billing, by preparing scheduled rates covering all types of work 
anticipated and estimating other jobs on the spot. This enables 
the Company to prepare the bills on estimated basis. An analysis is 
in progress to investigate all cases of defective estimating. 

2. Although the labour and material rates have increased consi-
derably since 1965, Mazagon Docks have been able to maintain tho-
same rates by stricter supervision and better facilities. 

3. The Company have issued instructions to the Officers concern-
ed in regard to the precautions that should be taken in estimation, 
preparation of bills and reporting in case of loss in any shiprepair 
work. General instructions have also been issued by the Ministry 
to all Defence Public Sector Undertakings vide Ministry of Defence-
letter No. 21(2)/69JD(GRW)/MD) dated 27th November, 1969 (see 
Appendix I). 
[Ministry of Defence Office Memorandum No. 21(2)/691D(GRW/MD) 

dated 24-4-70.J 
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"" , ,,:. ~':iJ,; ",' ~cQm~cIa*ioD(SNiaL Ne. li~ 1;: !, 

I' ~"tHe.'a~stmee br'tietaif~"inf~rM~t~6?:'~~§t .;'~h~ rat,~~ ,ch~rged, 
by"the shipyards abl".oad, it IS dUtieult t'o Jucr~e th.e.Pf!~e stfb,1;~1,l" of 
sh'fP'Jtepafririt jobs of Maz~£dn DoC1t'L'ill ,. The' ICd;ninittee, '. how:-
-evef;~ ftnd tl\~t'ttl~;'M'~ha~meri't 'i~ its'elf con!scious' 'of 'the' 'need f~r 
reducih'g: 1fli~lCOst iot' iShip repairtngw6t-k.' They hope that :efforts' 
in'thlsdireetion will be continued, for if Mazagon Dock Ltd. has to 
create even a be~ter.i~ af i~elf)p ~e,world shipping industry, 
any impression of the costs of repairs, being high created rightly or 
".ll·pngljf'l18s to be erase4,.Jhrough, prol1'er tal1bliei ty . of its costs of 
repairs. (P.arail'aph~.24) ./~ , ' 

, , I 

Re~ly.. ~J Qqverol11en,t 

, 1MDL' have tnoreasedttreizo' pubUcityin forefgn magazines 'tina' 
shipping circles laying emphasis not only ohthe a!ipe~t of' quality 
and emcien~y of the work but also on economy. Nece~s~~,:y, instruc-
tions have been issued by the company in this reg,ax;d. A greatel 
emphas'is Win 'be -ptaced"in futurein"~ublici'Sing the cost of repairin~ 
"OIIork lit"Mazll'gon 'Dock' Ltd. "''it .neWl'lbi'6chure bringing out" the 
activities of the yard is also urtder' preparation. . 
'(Ministry of Defence Offi(!e Memorandum 'NO'. 21 (2) /69/D (GRW /MD) 

i ,; , dated 22nd March., 1970.] 

~~ommendation (Serial No.1 1) 
~ I., ,. .'; ., Ilt ,',j, ;. 

The.Commi~tee .a,re . happy to . .1jlo~e that cases. requiring' . redoing, 
-of. jobs. ,are. ,w)thin J:e,a~nable liJnits. in Mazagpn Dock"Ltd; They 
1}ope that gf-eater qualijoy c;ontrol. woulq,b~ .I'!xercised. over tlw r~ir 
jobs- so th~t sucll. co~ints a~ fQrtherrninimised.· (Paragraph-
~.27). " ' 

.. ". . 'Reply 'of Government' 
. ," '," """ I:'. l ',.11 • 

Observations of'the Committee .have been noted.. . . 
IMinistry of n.c;f~c~om,¥, Memo.ra~um ,~o. 21 (2)l69/D(GRW /MD) 

datep 22nd March. 1970.] 
".'.' ' ; ".,. 

. Reeommendaticm (Serial N'O;·' 12) , T" 

I' , : : '. 1 , 

The COlUmittee f~e.l that lac~ of prop~r; cl'-ordin~tio!l . between 
variou$ .departmep.~Si o~. the . shipyard .p~d in, the ,P!1'!lt ,e~lJlted jn.,loss 
of time, inctea,seq,. cps,~s \ and diss'ti!Jfactio.~,of ,the ~~s,tomer. 'l;'h~ 
Committee trust that with the establishment of the PJ,nni~~.and 
Prpduct,ioJl, ,I?~paftmen.t complete co-ordination :~d supervision 111 
.ail .respects wUl' be maintained. (Paragrapb-3.~O). 
I ' 
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Reply of Govermnent 

The establishment of Production, Planning and Coordination 
Department in Mazagon Dock has made substantial contribution 
towards better planning and control on utilisation of labour and 
material for various production activities carried out by the Com-
pany. 

2. A ship's coordinator and a ship's planner are appointed for 
every major ship repair job. The Company has also laid down a 
detailed procedure for effective coordination. 

[Ministry of Defence Office Metnorandum No. 21 (2) /69/D(GRW /MD) 
dated 22nd March, 1970]. 

Recommendation (Serial No. 13) 

The Committee are unable to appreciate the anxiety of Mazagon 
Dock Ltd. to appoint Sir Alexander Gibb and Partners in March, 1961, 
for preparation of feasibility report for the Expansion ,Sobeme of '. Mazagon Dock Ltd. without even knowing the type of ship that was 
to be built and the country from which the credit facilities would be 
forthcoming. It took the Government nearly thr(>(> yellrs to decide 
the ship and the source of credit and during this period except for 
one slip way, the work of construction was not taken up. Thus, 
!lAazagon Dock Ltd., in no way gained by entering into an agreement 
with the said firm early. In fact. the report prepared by the firm 
had to be substantially revised subsequently, raising cost of Expan-
sion Scheme from Rs. 3.51 crores to Rs. 7~16 crores. The Committee 
are, therefore, of the view that the Expansion Scheme should have 
been undertaken only after all the requirements were known. 
(Paragraph-4.22). ',... ' 

Reply of Government 

The observation of the Committee has been noted Rnd general 
instructions to all the Defence Public Sector Undertakings have been 
issued by the Ministry vide letter No. 21 (2) 169/0 (GRW jMD) dated 
27th November. 1969 (See Appendix II) asking them to ensure that 
before undertaking preparation of feasibility reporl for the expan-
sion schemes and appointing consultants therefore all the reql.lil'E'-
ments such as object of the expansion schemes and the availabiUty 
of credit facilities, are known to them. 

[Ministry of Defence Office Memorandum No. 21 (2) /69/D(GRW IMD) 
datf'd 22nd March. 1970J 

209" (Ai) IS-2 
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Recommendation (Serial No. 14) 

The qom.m:~tte find that it is normal all over the world for ship-
yards to UllI~ertake general engineering works. ThisD,()t only provide~ 
utilisation of idle/spare capacity, but also . yields a high margin of 
profit. The Committee would suggest that Mazason Dock Ltd., 
should concentrate on those items of general engineering works 
which are ancillary to naval engineering or for which there is a 
scarcity of capacity in the country. (Paragraph-5.15.) 

Reply of Government 

All av;tilablfl capacity is being utilised in the IVth Plan {or ship 
construction., ;If, however, spare capacity is available it will be 
utilised for general engineering works whic,h are ancillary to Naval 
Engineering. " 

[Ministry of Defence Office Memorandum No. 21 (2)/69/D(GRW/MD) 
dated 22nd March, 1970] 

Fwther information called for by the Committee 
\ 

Please furnish details as to how the entire capacity of Mazagon 
Dock Ltd. is going to be utilised in the Fourth Five-Year Plan period 
for ship construction and general engineering works which are anci-
llary to naval engineering. Also state whether all excess capacity 
available will be utilised. 

[Lok Sabba Sectt. O.M. No. 3-PU/69 dated 24-4-1970~j 

Reply of Government 

The Company has two large building berths on which construc-
tion of ships upto approximately 15,000 tons dwt. can be undertaken, 
two drydocks and Kasara Basin for provision of berth age facilities 
for new construction and ship repair work. The Company has also 
created large-scale facilities for cutting and processing of steel. fitting 
out work. machining and foundry works as a part of the Expansion 
Scheme undertaken by it. With the increase in the activities of the 
yard particularly in respect of new construction during the last two 
years, the yard facilities are being utilised more and more intensively. 
Mazagon Dock Ltd. have already got an order for the construction 
of 3 frigates for the Navy. Government has also approved the cons-
truction of 3 more frigates at Mazagon Dock Ltd. and with this order. 
70 per cent of building capacity in the plan period will be booked 
for the Indian Navy. In addition, the Company has received orders 
for the rohstruction of two large passenger vessels for the Shipping 
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Corporation' of India, one dredger each for the Bombay Port Trust 
and the Maharashtra Government. In the meeting of the "Technical 
Committee on Ship-building capacity in the Country" held on 18-3-70 
it was accepted that orders for two more ships, one passenger vessel 
and one 'Yerewa' type vessel wpl be placed on Mazagon Dock Ltd. 
for construction and delivery during the 4th plan period. 
[Ministry of Defence Office Memorandum No. 21 (2)/69/D(GRW/MD) 

dated 30-7-70.] 

Reeonunendatioa (Serial No. 15) 

The Committee are of the view that production of a E.imple oil 
engine does not seem to be in line with the overall pattern of pro-
duction of sophisticated warships. The cost of production of the 
oil engine was higher than those produced elsewhere in the country, 
stocks had accumulated and the chances of selling them were also 
not bright. The Committee find that the ship-building activity of 
the Company has increased considerably with the result that idle 
capacity has become negligible. The management of the Company 
was already thinking in terms of closing down this line of manufac-
ture. The Committee feel that this is a step in the right direction 
and the sooner it was closed the better, so that full efforts of Mazagon 
Dock Ltd. could be concentrated on its main activity of ship-building 
and ship-repair. (Paragraph-5.26). 

Reply of Government 

The manufacture of Mazdock Oil Engine has since been Btopped, 
as approved by the Board of Directors of Mazagon Dock in its meet-
ing held on 30-4-69. 

[Ministry of Defence Office Memorandum No. 21(2)/69/D(GRW/MD) 
dated 24-4-1970.J 

Recommendation (Serial No. 17) 

Mazagon Dock Ltd. is primarily meant for service of the Navy 
and as such any delay on the part of the Navy in respect of pay-
ments adversely affects the efficient and economic functioning of 
the Yard. The Committee recomm~nd that this matter may be 
considered at the highest level by the Defence Ministry and it 
should be ensured that the past dues of Mazagon Dock Ltd. are 
cleared by the Naval authorities without delay. They hope that 
with the introduction of the new procedure, there will be no 
oustandings against the Navy in future beyond the agreed date3 
of credit. (Paragraph-6.19). 
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Reply of Government 

The Ministry of Defence is investigating the reasons behind the 
delay in payment in order to ensure clearance of outstanding bills 
and effecting prompt payment. 

[Ministry of Defence Office Memorandum No. 21(2)/69/D(GRW/MD) 
dated 22nd March. 1970] 

Further information called for by the Committee 

What is the result of the investigation conducted by the Ministry 
of Defence? 

[L.S.S. O.M. No. 3-PU/69 dt. 22-4-1970.] 

Final Reply of Government 

It has been found that the delay in payment has been mainly due 
to the fact that amounts sanctioned for repairs and notified in Gov-
ernment letters were exceeded due to additional defects projected 
to the Company which came to light only after the vessels were 
docked in the Shipyard and refits were taken in hand. On receipt 
of subsidiary quotations to cover the additional items. the Naval 
Headquarters initiate action to obtain Government approval. for re-
vising the original Government sanction. As the ship is opened pro-
gressively and the additional defects come to light only after opening 
the ship. the company cannot submit the quotations f(lr th~ additional 
defects in one lot immediately. This is responsible to a great extent 
for the delay in issuing the revised Government sanction and for 
ultimate delay in arranging the payments to the Company. With 
a view to reducing such delays in future, a procedure has now been 
laid down under which the Company is required to forward their 
propos·als/estimates for upward revision beyond the original ceiling 
to the Naval Headquarters at least H months before the ceiling is 
likely to be exceeded. Immediately thereafter, the Naval Head-
quarters will initiate action for issuing Government sanction to cover 
the additional items. It is hoped that with the introduction of the 
above procedure. the position will improw. 

2. Out of the total amount of Rs. 17 lakhs outstanding against the 
Navy as on 30th November, 1968. Rs. 1l.:U lakhs have since been 
realised. 
[Ministry of Defence Office Memorandum No. 21 (2)/69/D(GRW/MD) 

dated 25-11-1970.' 
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Recommendation (Serial No. 18) 

The Committee note that the main stumbling block in the way 
of satisfactory development of ship ancillary industries are the low 
offtake of such equipment and rigid standards laid down for marine 
purpoges. The Committee hope that with the establishment of the 
second shipyard at Cochin and the expansion programmes in the 
Hindustan Shipyard Ltd., Mazagon Dock Ltd. and Garden Reach 
Workshops Ltd., this problem of low offtake would be resolved and 
manufacture of marine ancillary items would become a viable pro-
position. (Paragraph-7.6). 

Reply of Government 

Recommendation of the Committee has been noted. 
[Ministry of Defence Office Memorandum No. 21(2)/69/D(GRW/MD) 

dated ~2nd March, 1970.] 

Recommendation (Serial No. 19) 

The Committee are happy to note the efforts being made in pro-
curing the steel requirements by the Company/Government. They 
suggest that a long term planning should be done in this regard by 
all the shipyards in the country so that the Indian steel plants could 
be informed in advance so as to enable them to meet the require-
ments of steel in full. (Paragraph-7.13). 

Reply of Government 

Action has been taken to consolidate the requirement of steel 
of various Shipyards during the Fourth Plan period and this hal;' 
been intimated to the Ministry of Iron & Steel for arranging for 
production by the Steel Mills. The matter is being pursued. 
[Ministry of Defence Office Memorandum No. 21(2)/69/D(GRW/MD) 

dated 22nd March, 1970 J. 
Recommendation (Serial No. 20) 

The Committee are conscious of the fact that shipbuilding indus-
try is a highly specia1i~ industry and techniques thereof are cons-
tantly advancing through research. It is, therefore, es&ential to 
keep abreast of the developments in the technical and economic 
fields in foreign countries. The Committee feel that it would be 
desirable to build up a well equipped Research and Development 
Organisation which is vital to national welfare and security. The 
Government of India should take up this responsibility by offering 
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substantial help in this direction. It should not only study the 
economics of different operations in the public !:lector shipyards with 
a view to minimising the costs and maximising utilisation of capa-
city but also undertake basic research in order to achieve technolo-
gical advancement in the shipbuilding industry. (paragraph-7.22) 

Reply of Government 

'fhere is a development cell under the Ministry of Shipping & 
Transport functioning at Calcutta. A proposal to have a research 
wing attached to this Development Cell is under conbideration of 
that MinIstry. 
[Ministry of Defence Office Memorandum No. 21(2)169ID(GRWIMD) 

dated 24-4-1970]. 

Recommendation (Serial No. 22) 

The Committee would further recommend that technical person-
nel from one yard might be sent to another for a short period, for 
in-yard training and observations. They should on return to their 
parent company submit reports about their observations and expe-
rience gained. This exercise may be carried on till a joint co-ordi-
nating machinery is set up. (Paragraph-7.29). 

Reply of Government 

Recommendation has been noted for compliance and necessary 
instructions have been issued to the shipyards under Ministry of 
Defence letter No. 21 (2) /69/D (GRW /MD) dated 25th October, 1969 
(See Appendix IV). 
[Ministry of Defence Office Memorandum No. 21(2)/69/D(GRW/MD) 

dated 30-7-70]. 



CHAPTER III 

RECOMMENDATIONS WHICH THE COMMITTEE DO NOT 
DESIRE TO PURSUE IN VIEW OF GOVERNMENT'S REPLY 

Recommendation (Serial No.5) 

The Committe not that the quantum of work available with 
Mazagon Dock Ltd. is not enough to keep it fully engaged a.nd it 
desires to work on commercial lines so as to secure orders from 
shipping companies. The Committee feel that as there is ample 
scope for expansion of shipping in the country Mazagon Dock Ltd. 
could playa useful role in that directio.n. They would, however, 
like to stress that the ships to be built by it should be fuUy compe-
titive in price, quality and performance so as to win customers 
through competitive rates. (Paragraph-2.46). 

Reply of Government 

The ships built by Mazagon Dock are fully competitive in quality 
and performance with the foreign built ships. As regards prices, 
the cost of the ships built in Mazagon Dock is comparatively more 
on account of certain factors such as:-

(a) Until recently the steel prices in India were higher than 
the international prices by about 30 per cent. The inter-
national prices having now gone up to more or less the 
same as Indian prices, the gap in the cost of ships built 
in Mazagon Dock and those built abroad has narrowed 
done to that extent. 

(b) Additional cost on imported items such as freight, insur-
ance, special packing, ha.ndling, etc. 

(c) High prices of indigenous items which are being manu-
factured in India for the first time. Some of the items 
manufactured for the first time do not come up to the 
required standards and have to be redone. This involves 
delay and additional expenditure. 

(d) High wage structure of hbour and clerical/subordinate 
staff in Mazagon Dock.· 

15 
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(e) Higher export assistance and credits given to foreign 
yards by their Governments. 

[Ministry of Defence Office Memorandum No. 21(2)169ID(GRWIMD) 
dated 22nd March, 1970J 

Further ~ormatioll called for by the Committee 

Has a survey of the productivity in other countries been carried 
out? 

[Lok Sabha Sectt. O.M. No. 3·PU /69 dated 22.4-1970] 

Final Reply of Government 

No survey as such of the competitive shipbuilding capacity and 
cost of production etc. as compared to the foreign shipyards has 
been carried out. It has, however, been assessed by Mazagon Docl{ 
that in respect of new construction its productivity compared to 
that obtain in advanced countries would be in the region of 30 per 
cent on a man-day basis. The main factors contributing to lower 
productivity are: 

(a) The lack of trained personnel. 

(b) The absence of industrial base and ancillary industries 
in the country as compared to the foreign. countries, 
whkh makes it necessary to undertake a variety of jobs 
even though the production per unit i.n respect of such 
activities may be Iowan account of the small require-
ments of ou.r own yard. In the advanced countries, a 
lot of work is carried out by the ancillary suppliers of 
equipment etc. and the shipyards themselves concentrate 
on the nature of work which is in line with the shipbuild-
ing activity itself. This contributes to a considerable ex-
tent, to their greater efficiency. 

(c) A number of items of sophisticated equipment have to be 
manufactured in the country for the first time and in 
many cases indigenous suppliers cannot produce items of 
the required quality and workmanship in the first ins-
tance. As a result the rate of rejection is quite high and 
the same involves a considerable amount of re-work. 

(d) There is a considerable degree of material shortage and 
bottlenecks in the country as a result of which undue 
delays occur in many instances and work on various 
items has to be carried on intermittently depending on 
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the position of the supply of materials. This inevitab]~' 
results in enhanced costs and low productivity. 

As against 30 per cent efficiency of the workmen in the ship-
building industry in India as compared to the workers in the ad-
vanced countries, the wage scales are in the region of 20 per cent 
to 25 per cent. As a result of the comparatively lower rate of wages, 
it should be possible for the Indian shipbuilding industry to become 
competitive as compared to the foreign shipyard even after allow-
ing for the higher cost of materials and equipment. Mazagon Dock 
Ltd. is accordingly making constant efforts to improve the produc-
tivity and it is hoped that with the improvement in position with 
regard to the supply of materials and development of ancillary 
industries, the industry would be able to stand on its own feet with-
in the next 5 to 10 years. ' 
[Ministry of Defence Office Memorandum No. 21(2)/69/D(GRW/MD) 

dated 30-7-70.] 

Recommendation (Serial No.6) 

The Committee are given to understand that ships are being 
offered by leading maritime countries on very attractive terms and 
conditions. The Committee suggest that in the interest of develop-
ing the infant shipbuilding industry in the country, Government 
may consider how best the Indian shipbuilders could be placed 
in a position to offer equally attractive terms and conditions so that 
the Indian shipping lines are induced to purchase their ships from 
indigenous shipyards. At present 90 per cent of the ships brought 
under Indian flag are being purchased from abroad. The Govern-
ment should help the Indian shipbuilders and Mazagon Dock Limi-
ted in particular to expand their building activities so as to build 
more ships and where possible, bigger ones. This will result in 
double benefit. On the one hand it will save foreign exchange 
which would have gone to a foreign builder of ships and on the other 
it will benefit the infant home industry which will be able to grow 
and give more employment. (Paragraph-2.47) 

Reply of Government 

This recommendation concerns the Ministry of Transport who 
have been apprised of the Committee's views. The Ministry of 
Transport have informed us that the Hindustan Shipyard Ltd. is 
the only shipyard at present building cargo vessels for India's over-
seas trade and all the existing orders for the construction of ships 
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by this Yard have been placed by the Shipping Corporation of India. 
In order to enable the Corporation to compete with other interna-
tional shipping lines, the price charged for the ships being built 
in the yard does not, at present, exceed the internal price for simi-
lar vessels abroad. For this purpose, Government is subsidising the 
difference between the cost of production of the ships and the price 
at which the ships are being made available to the Shipping Cor-
poration of India. In addition, the Government of India are extend-
ing to the Yard certain assistance and concessions, such as, exemp-
tion from duty on imported components, raw materials, machinery 
and exemption from the payment of sales tax. rn addition, it has 
been agreed to allow drawbacks on Customs and Excise duties on 
ships ancillaries manufactured in the country for being fitted on 
the ships being built for overseas trade. The question of the supply 
of steel for ship construction at international price is also under 
consideration of Government. 

The question of increasing indigenous capacity for building ships 
for the overseas trade is also under consideration of the Government. 
As a first step, Government have approved in principle the imple-
mentation of a programme by the Hindustan 5hipyard to expand 
their building capacity with a view to increasing the output from 
the present 37,500 DWT per annum to about 80,000 DWT per annum. 

So far as Mazagon Docks are concerned, the Shipping·· Corpora-
tion of India have placed a letter of intent for two passenger ships 
in replacement of the existing ships "State of Bombay" and "State 
of Madras". The question of grant of subSidy to Mazagon Dock 
Ltd. for construction of these vessels was examined by a Committee 
which has recommended its payment; the actual quantum is under 
consideration and Government orders will be issued shortly. 

An expansion scheme costing Rs. 832 lakhs for the modernisa-
tion of Mazagon Dock has been substantially completed. With the 
facilities now available, the company is in a position to build Leander 
Class Frigates and Passenger-cum-Cargo Ships upto 15,000 tons 
DWT. 
[Ministry of Defence Office Memorandum No. 21 (2) 169ID(GRWIMD) 

dated 22nd March, 1970] 

Recommendation (Serial No.7) 

The Committee note that the available capacity of ship repairing 
work which had fallen to Rs. 250 lakhs fn 1965-66 has risen to over 
Rs. 358 lakhs in 1967-68. The Committee are, however, constrained 
to note that there has been some decline in the. quantum of repair 
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work since December, 1968. The Committee would 1ike Govern-
ment and Mazagon Dock Ltd. to look into the matter urgently and 
initiate remedial measures to check the downward trend. In thi3 
connection, the Committee noted that while the Mazagon Dock Ltd. 
has regular agreements for ship repairing work with B.I. & P.O. 
Group and Mogul Line Ships, it does not have such formal agree-
ments with Shipping Corporation of India and the Jayanti Shipping 
Company. The Committee consider that as the latter are leading 
shipping companies in India, Mazagon Dock· Ltd. should endeavour 
to enter into regular agreements with them for repair of their ships. 
Suitable measures may also be taken by Government to induce ships 
registered in India to get their periodical repairs done by the Indian 
Shipyards. (Paragraph-3.1 0) 

Reply of Government 

After the take over of the yard in 1960-61 by the Government, 
the following waS' the ships repair turn over per annum:-

---"---,.------------- - ••••• -0-- _ -._--. 

Forecast Year Tum over Foregin 
Figures exchan~c 

earne 
----- ... - -~.,,~.- ---.. -- ._- -.. -

(Rs. in 1akhs) 

1960-61 206'89 100'81 

1961-62 189·03 88·28 

2S1 ~ 1962-63 263·34 89·00 

250 1963-64 329'64 88'00 

250 1964-65 265' 10 112'00 

275 1965-66 250·92 66'54 

288 1966-67 31H7 107'00 

315 1967-68 3'8'94 149'00 

327 1968-69 323-30 140'00 
... ---- .... 

From the above figures it can be seen that despite certain fluc-
tuations, the turn over generally has been improving. The reduc-
tion of foreign exchange in the initial four years of take over was 
mainly due to withdrawal of BJ., B.P., Burmah Shell nnd Caltex 
from the Indian Coast and also reduction in the B.I. fleet (B.P., 
Burmah Shell andCaltex have practically stopped carrying survey 
repairs in Bombay). Although the foreign exchange earnings were 
reduced by 12 per cent during these four years, the total turn over 
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has increased considerably. From 1964-65, onwards the turnover 
has been fairly satisfactory except in the year 1965-66. During this 
year, turnover was reduced due to India-Pakistan conflict, when 
foreign ships were reluctant to come to India on account of the risk 
in port during the conflict. 

From 1966-67 onwards the turnover as well as foreign exchange 
earnings have increased considerably. But during December 68 to 
February, 1969 considerable reduction in the sliip-repair work had 
occurred due to the following reasons:-

(a) The strike of the longshoremen of the United State from 
December 1968 to April 1969. A number of vessels ply-
ing American and other foreign flags bound for Indian 
Ports were held up due to the strike. 

(b) Shipping has also reduced considerably, owing to the 
restricted import policy and due to higher' freight charges. 

(c) Vessels that come round the Cape now unload their cargo 
for Bombay in Cochin as it is economical for them to do 
so. This means that ships which normally used to call 
at Bombay are now calling at Cochin. 

The position has since improved and it is expected that the total 
ship-repair turnover and foreign exchange earnings of the Company 
during 1969-70 will be about Rs. 350 lakhs and Rs. 140 lakhs, res-
pectively. 

The 8hipping Corporation of India has entrusted nearly all it~ 
ship-repair and survey work in Bombay to the Mazagon Docks Ltd. 
Though no formal agreement has been concluded with them, the 
value of the work carried out by the Mazagon Docks Ltd. on the 
Shipping Corporation's account during 1968-69 exceeded Rs. 80 
lakhs. There is already an understanding between the Corporation 
and the Mazagon Docks Ltd. about the method of billing. The 
question of entering into a formal agreement is already under cor-
respondence between the Corporation and the Mazagon Docks Ltd. 
After the management of the Jayanti Shipping Company was taken 
over by the Shipping Corporation of India, the ship repair work in 
respect of that Company has also been entrusted to Mazagon Docks. 

[Ministry of Defence Oftlce Memorandum No. 21 (2)/69/D(GRW/MD) 
dated 22nd March, 1970] 
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Recommendation (Serial No. 18) 

The Committee regret to note that the ratio of sundry debtors 
to the sales had been constantly increasing since 1964-65. The huge 
Qutstandings increase the working capital requirements and reduce 
the profitability of Mazagon Docks Ltd. The Committee, therefore, 
suggest that vigorous steps should be taken to realise the outstand-
ings within the credit period. If it is' not found practicable to levy 
penal interest on delayed payments. the Management may consider 
offering som~ discount for prompt payment of bills. (Paragraph-
6.10) . 

Reply of Govemment 

The position of sundry debtors has shown considerable improve-
ment in the year 1968-69 and in order to further intensify the efforts 
to realise outstanding bills, Mazagon Docks Ltd. have appointed a 
full-time Accounts Officer and have also issued other instructions 
to implement the recommendations of the Committee on Public 
Undertakings as given in MDL Circular dated 18th October, 1969 
(See Appendix III). 

The question of offering some discount for prompt payment of 
Bills has also been examined by the Management hut it ha"l been 
decided not to give this for the following reasons: 

(a) The profit margin allowed in the case of permanent CUR-

tomers like Navy, Shipping Corporation, Mogul Line, 
Jayanti Shipping, B.!. and Port Trust Is only 7~ per ce_nt. 

(b) Where large sums are involved, it has been the practice 
for the ship owners to pay in the first instance the bills 
upto 80-90 per cent of the total bills submitted, leaving 
about 10-20 per cent for settlement after detailed discus-
sions between the Yard Ilnd the owners. 

[Ministry of Defence Office Memorandum No. 21 (2) /69/D(GRW /MD) 
,dated 22nd March, 1970] 

Recommendation (Serial No. 21) 

The Committee understand that the trend in, SOIl"..e of the mari-
time countries is towards closure of smaller yards and amld~ama
tion of bigger units. They, therefore, feel concerned abollt the 
absence of any regular co-ordinating machinery among tht, differ-
ent yards in India. In a highly sophisticated and fast developing 
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industry like ship-bu.ilding, a close link and a common approach 
to the problems facing the industry is necessary. The Committee 
feel that effective co-ordination in all fields of activity cannot be 
achieved only through one or two common Directors. They would, 
therefore, recommend that the Government may examine the desi-
rability of setting up a joint machinery to achieve effective co-ordi-
notion among the activities of the shipyards in the country and 
look after the interests of the industry as a whole. (Paragraph-
7.28). • 

Reply of Government 

The Government has recently set up a high-level Standing Com-
mittee with the following functions:-

(a) to review the programmes and policies of the yards with 
,a view to ensuring optimum utilisation of the building 
capacities having regard to the capacities available in 
the private sector also; 

(b) to recommend the Government measures that may be 
necessary to rationalise the production in the Public 
Sector Yards; 

(c) in terms of requirements of the Navy, to examine in the 
light of the capacity available in the Shipyards, the "place-
ment of orders by the Navy on the Yards; and 

(d) any other matter that may be necessary to promote ship-
building in the public sector. 

The composition of this Committee will be as follows:-

(a) Secretary, Ministry of Shipping and 
Transport. 

(b) A representative of the Ministry of Def-
ence, (Department of Defence Produc-
tion) . 

(c) A representativ,: of the Ministry of Fin-
ance. 

(d) A representative of the Planning Com-
missi<m. 

(e) A representative of the Ministry of Food, 
Agriculture, Community Development & 
Cooperation (Deptt. of Agriculture). 

Chairman. 

" 1 • 
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r 
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(f) Managing Directors of the Shipyards. I Member. 
(g) Director (Projects) Ministry of Shipping ~ Member. 

and Transport. J Secretary. 

The Standing Committee for ship-building, ship repamng and 
ship ancillaries which has been functionng for some time provideB 
a common forum for all ship-building interests and attends to the 
work of co-ordination of the ship-building industry problems. The 
functions of this Committee are to advise the Central Government 
on the following: 

(i) all matters relating to ship-building, ship-repairng and 
ship ancillary industries including their developments. 

(ii) Such other matters as the Central Government may refer 
to the Committee for advice from time to time. 

[Ministry of Defence Office Memorandum No. 21(2)/69/D(GRW/MD) 
dated 22nd March, 1970] 



CHAPTER IV 

RECOMMENDATIONS IN RESPECT OF WHICH REPUES OF 
GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE 

COMMITTEE 

--NIL-
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CHAPTER V 

RECOMMENDATIONS IN RESPECT OF WHICH FINAL REPLIES 
OF GOVERNMENT ARE. STILL AWAITED 

NEW DELHI; 
Ocotober 11. 1971 
Asvina -i9, 1893 (S). 

-NIr.-· 

)f. B. RANA 
Chairman. 

Committee on Public Undertakings. 
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APPENDIX I 

[Vide reply to recommendation at Serial No.9] 
Copy of Ministry of Defence (Deptt. of Defence ProductiOn) letter 
No. 21 (2) 168/D (GRW / MD) dated the 27th Novembe'r, 1969 from 
Cdr. M. M. Atal Officer on Special Duty to The Managing Directors, 
HAL, BEL, BEML, MDL, GRW and PTL and The Manager, GOa 
Shipping Ltd. Vasco-da-Gama. Goa, re Defective Estimation-Need 

to examine every case of-

I am directed to say that its 42nd Report (1968-69) relating to 
one of the Defence Public Sector Undertakings, the Committee on 
Public Undertakings while appreciating that the system of estimat-
ing and costing in that undertaking has since been streamlined, have 
observed that as in repair work, time is of vital importance, it is 
necessary not only to prepare accurate e<timates but also to record 
the cost of each job ?romptly and correctly so that complete and 
final bills can be given to clients immediately. The Committee have 
also suggested that every case of defective e~timating or loss should 
be examined by the Management expeditiously and suitable instruc-
tions issued with a view to avoiding its repetition. 

2. It is, therefore, requested that suitable action may be taken to 
ensure that the observation of the Committee are fully complied 
with. 

Copy to:-
D(HAL-I) 
D(HAL-II) 
D(BEL) 
D(PS) 
D (PROJECTS) 

Copy also to:-

JS(PS) 
JS(ALP) 
JS(F&C) 

D(Prod) 
D(NF) 
D (Prod-Admin) 
Dir of P & C. 

DS(PS) 
DS(R&A) 
US (PS) 
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APPENDIX II 

[Vide Reply to recommendation at Serial No. 13] 

Copy of Ministry of Defence (Deptt. of Defence ProductiOn) letter 
No. 21(2)/69/D(GRW/MD) dated the 27th November, 1969 from 
Cdr. M. M. At~l, Officer on Special Duty to, The Managing Direc
tors, MDL, HAL, BEL, BEML, GRW, Praga To01s, The Manager GSL 
regarding p,,:eparation of a feasibility report for the Expansion 
Scheme and appointment of Conwltants for-Need to take into 
consideration all the requirements e.g. object of the expansion, auai-

liability of credit facilities etc. 

I am directed to say that the Committee on Public Undertakings 
in its 42nd Report (1968-69), relating to one (If the Defence Public 
Sector Undertaking have observed that the Committee are unable 
to appreciate the anxiety of the Undertaking to appoint Consultants 
for preparation of a feasibility report for its expansion scheme with-
out even knowing the type of ship that was to be- built and the 
country from which the credit facilities would be forthcoming. 
The Committee have further observed that it took the Government 
nearly three years to decide the ship and the l>ource of credit and 
during this period except for one slipway, the work of construction 
was not taken up. Thm the Company in no way gained by ap-
pointing the Consultants. The Committee have also remarked that 
the report prepared by the Consultants had to be substantially 
revised subsequently raising cost of the expansion Scheme. The 
Committee have, therefore, expressed the view that the expanoion 
scheme should have been undertaken only after all the requirements 
were known. 

2. I am, therefore, to request that, in future, while undertaking 
preparation of feasibility report the observations of the Committee 
should be kept fully in view so that such delays and avoidable ex-
penditures are avoided. 

~ ". , 



APPENDIX III 

[Vide 'neply to Recommendation at Serial No. 16] 

FlNANOIM. CONTItGIJLER INSTRUCTIONS RE. 'SUNDRY DEBTS 
Ship ,RepaiT ,Ma.fI4geT 

The Committee on Public Undertakings in their recommenda-
tions/conclusions contained in their 42nd Report on Mazagon Dock 
Limited have stated that thL,y are unhappy at the ratio of sundx:y 
debtors to the sales which has been increasing since 1964/65. As a 
huge outstanding increases working capital requirements and re-
duces the profitability of the Company, the Committee has mg-
gested that vigorous steps should be taken to realise outstandings 
within the credit period. 

2. I am happy to note that the ratio outstanding for the year 
1968-69 has shown some decrease. I am sure that with conceI'ted 
efiOl!ts, you will be able, to keep the outstanding within reasona1::l1e 
limits 80 that they do not adversely aifectprofitability of the Com-
pany. In order to further reduce the outstandings, the following 
measures are to be adopted:-

(a) One Accounts 'Officer is 'to beftillyemployed'on :the work 
of realisation of bilk 

(b) The 'bills should be prepared :and trent to the 'customer 
immediately lifter completion of 'the wDr.k ·but not later 
than 40 day-s 'of the .completion df :work. 

'(c) 'In regard "tosh1powners bomabroa4 and 'the 1generally 
defaulting parties within India, a reasonableper.centage 
of the estimated amount of work should, as far as possi-
IbIe, be ,taken las ,lldvanoe at the time of commencement of 
work 'and.a ftystem ,01 lrunning p~yments should be 
inaiBW 'upon. It.tsal&'o to be ensured that.in the case of 
such parties, the amount of credit at any one time does 
not exceed Rs. 2 lakhs or 25 per cent of the tot81 esti-
mated work whichever is more. 

(d) Disputes as to whether certain items of work are autho-
rised by the Owner's Representative or not cause delay 

" ,~ ..:.;' .... 28 
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in the realisation of bills. 'In order to avoid such dis-
putes, the estimate for items of work which were not in-
cluded in the orgmal ·.defect list should be given to the 
authori~ed representative 01 the Owners and his autho-
rity for executing the work should De .obtained.in writing 
well in time. 

'~) The standing ship repair contrac.t is ·to be prepared 'within 
a period of .2 months. The SccretaTy is to be associ'atet! 

with .this. 

Mazagon Dock Ltd. 
Bmrtbay lODD. 
OctOber 18. 11969. 

'Sdl- Am.nRAL 'S. A. 'SAMSON, 
Managing .Director 



APPENDIX IV 

[Vide Reply to recommendation at Serial No. 22] 

Copy of Ministry of Defence letter No. 21 (2}/69/D/ (GRW /MD) 
dated t~ 25th October, 1969 from Cdr. M. M. Atat, Officer <m Special 
Dwty to the Managing Director, Mazagon Dock Ltd., Bombay-10 DD, 
the Managing Director, Garden Reach Workshops Ltd., CaZcutta-24, 
and the Manager, Goa Shipyard Ltd., Vasco-da-Gama, Goa regarding 
42 nd RepOTt (Fourth Lok Sabha) of the Committee on Public Un
dertakings (1968-69) on Mazagon Dock Ltd., Bombay-Comments 

and follow up action. 

I am directed to state that in their 42nd Report the Committee 
on Public Undertakings has re~ommended that the technical per-
sonnel from one yard might be sent to another for a short period 
for in-yard training and observations. The Committee has further 
recommended that these personnel should, on return to their parent 
Company, submit their report about their observations anq. expe-
rience gained. I am, therefore, to request that this recommendation 
may be implemented and if any assistance is required from Hindus-
tan Shipyard Ltd. or any other yard, the matter be referred to this 
Ministry for taking it up with the appropriate authority. 

Copy 0:-
The Ministry of Shipping and Transport, Director (Projects). 
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APPBWDIX V 

(Vldt Para 4 of Intr04uctioll) 

Analysis of action taken by Government~on the recommendatioll C()IItained III tM 
Forty-Second Report 01 the Committee on Public Undntakinl' (Fourth 

Lok SIlIID). 

I. Total Number of recommendations made 22 

II. Recommendations that have been accepted by GoverJ ment (",de 
recommendations at SI. Nos. I, 2, 3, 4, 8, 9, 10, 11, 12, 13, 14, 
15, 17, 18, 19, 20 and 22). 

Percentage to total 

HI. Recommendations which the Committee do not desire to pursue in 
view of Government', reply ("ide recommendations at SI. Nos. 5, 
6, 7, 16 and 21) . 

Percentage to total 

IV. Recommendations in ~pcct of which replies of Government have not 
been accepted by the Committee 

Percentalle to total 

V. Recommendations in resPect of which final replies of Government are 
still awaited (vide recommendation at SI. No. 17) 

Percentage to total 

• 

GMGIPND-LS 11-2098 LS-7-11-71-1250. 
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17 

77'27% 

NIL. 

NIL. 

NIL. 

N(L . 
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