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INTRODUCTION • 

I, the Chairman, Committee on Public Underta.kbigs having been 
;authorised by the Committee to submit the Report on their behalf, 
present this Twenty-Fourth Report on the Action Taken by Go-
vernment on the recommendations contained: in Sixty-fifth Report 
of the Committee on Public Undertakings (4th Lok Sabha) on 
Mining and Allied Machinery Corporation Ltd. 

2. The Sixty-fifth Report of the Committee on Public Undertak-
ings (4th Lok Sabha.) on Mining and Allied Machinery Corporation 
Ltd. was presented to Lok Sabha on the 23rd April, 1970. The 
replies of Government to all the 45 recommendations contained in 
the Report were received by the 24th March, 1972. Further informa-
tion in respect of recommendations at Serial Nos. 1, 4, 6, 17. 21, 35, 
36, 37 and 41 was called for and the requisite inforniation WSB re-
·ceived from the Government by the 3rd April 1972. Further infor-
mationi clarification in respect of the recommendations at Serial Nos. 
1, 2, 3,_ 4, 5, 6, 7, 8, 10, 12, 13, 19, 21, 30, 33, 34, 35, 37 and 44 was again 
-called for by the 24th May, 1972 and the requisite infOlmation was 
received from the Government by the 10th August, 1972 except in 
respect of recommendations at Serial No.2. 

3. At their sitting held on the 20th June, 1972, the Committee 
on Public Undertakings decided that replies of Government to re-
commendations contained in the 65th Report on Mining and Allied 
Machinery Corporation Ltd., may first be considered by the study 
Group on Action Taken Reports. The replies of Government were 
accordingly considered by the study Group on Action Taken Re-
ports and Miscellaneous Matters on the 25th August, 1972. The 
Study Group desired further information to be called for from the 
Government in respect of recommendations at Serial Nos. 2, 29 and 
44. The Study Group further decided that the Report may be 
finalised by the Chairman in the light of observations made by them 
and then placed before the Committee for their consideration a.nd 
approval. " I' . B. 

4. Further information in respect of recommendations at Serial 
Nos, 2, 29 and 44 called for from the Ministry was received from 
the Government by the 21st November, 1972. 

(vii) 
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5. The replies of CJovernment to the recommendations contained: 
in the aforesaid Report were considered by the C~mmittee O~ 
Public Undertakings on the 27th November, 1972 and the Chair-
man was authorised to finalise the Re.port on the basis of the deci ... 
&ions of the Committee. 

6. The Report has been divided into the following Chapters:-

(i) Report 

(if) Recommendations that have been accepted by Govern-
ment. 

(iii) Recommendations which the Committee do not desire: 
to pursue in view of Government's replies. 

(iv) Recommendations in rtspect of which replies of Go-· 
vernment have not been accepted by the Committee. 

7. An analysis of the Action Taken by Government on the recom'" 
mendations contained in the 65th Report of the Committee is given 
in Appendix II. It would be observed therefrom that out. of the' 
total number of recommendations made in the Report 26.6 per 
cent have been accepted by the Government. The Committee do> 
not desire to puruse 44.4 per cent of the recommendations in view 
of Government's replies. Replies of Government in respect of 29 
per cent recommendations have not been accepted by the Com-
mittee. 

NEW DELHI; 
December 14, 1972 .. 
----
Agrahaycma 23, 1894 (S). 

SUBHADRA JOSHI, 
Chairman, 

Committee On Public UndertakingB_ 



CHAPTER I 

REPORT 

A. Project Estimates 

Recommendation No. 1 

The Committee found that up to 31st March, 1969, Rs. 35.10; 
crores had been spent on the Project of Mining and Allied Machi-
nery Corporation Ltd. They expressed their regret that the pro-
ject estimates had not been approved by the Ministry in spite of' 
the fact tha.t the Estimate Committee (1963-64) in their 51st Re-
port had recommended that "the fi:nal estimates of various projects 
be immediately prepared and placed. before the Parliament." In 
November, 1965, the Ministry in reply to the above recommenda-
tion of the Committee stated that "the capital costs of the Heavy 
Engineering Corporation's projects have been obtained and these· 
are being examined. A decision is expected to be taken shortly." 

The Committee took a very serious note that the Ministry had 
shown a scant regard to an important recommendation of the 
Committee referred to above and had not implemented the cate-
gorical assurance given by them to the Committee on Public Under-
takings. They re-emphasised and reiterated wha.t had been stated 
in the 51st Report that "the. total commitments on such projects 
should be prepared as realistically as possible in the beginning and 
should be a,vailable to Government and Parliament before a pro-
ject is approved." 

The Committee regarded it highly improper that Government 
proceeded with the setting up of a project of this dimension without 
a clear idea as to what the project would ultimately cost. They 
observed that it was unfair to the Parliament and to the country 
to make them commit to a. project on piece-meal basis from year 
to year without giving a true and realistic picture of the final cost 
of the project. Government presented before the Parliament the 
expenditure already incurred on the Project as fait accompli. The· 
final sanction and approval of the estimates or its revision was the 
responsibility of the Government 0'11 the basis of which the budget-
ing and incurring of expenditure should take place. The Committee-

1 
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felt that it was the Ministry that should blame itself for inefficient 
management and non-sanction of the project estimates for the last 
10 years. 

The Committee felt that it was highly improper to incur ex-
penditure in excess of the amount provided for under a particular 
head and to adjust the same according to convenience under another 
head. They also deplored thecreatioD of a new head, i.e. "deffered 
revenue expenditure" which, they felt, was one of the back-door 
methods of increasing the estimated expenditure." 

In their reply dated the 3rd November, 1971 the Ministry of 
Steel and Mines (Department of Steel) stated as under:-

"The capital cost of the project is now in the final stage of 
approval. As per the existing instructions, the estimate 
of capital cost as finalised after inter-departmental dis-
cussions, is being submitted to the Cabinet for approval. 
The Committee will be informed of the Cabinet approval 
as and when it is obtained. As regards the criticisms 
that a new sub head "deferred revenue expenditure" has 
been introduced in the revised estimates, the position is 
as under. Normally, the entire revenue expenditure in-
curred during the construction period of a project is capi-
talised. However, considering the effect of such expendi-
ture on the value of various fixed assets, MAMC had 
transferred only a part of such expenditure to "expendi-
ture during the construction" account. The remaining 
amount of expenditure was transferred to a sub-head "de-
ferred revenue expenditure" for being carried forward 
and written off in a specific number of years. Even in 
the initial cost estimates, there was an element of defer-
red revenue expenditure shown under specifie heads 
"Expenditure on foreign experts" and "expenditure on 
training". While preparing the latest estimate, the posi-
tion regarding "deferred revenue expenditure" was re-
examined and the project cost estimate re-cast providing 
for the portion of deferred revenue expenditure which 
was not included in earlier estimates. It may be added 
that while the various heads of expenditure under the 
ol1iginal Pl'oject· wst estimates· have underJZnne revision 
in the revised estimates, it has been possible to bring down 
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the total estimate from Rs. 38.42 crores to Rs. 37.60 
crores.* 

Subsequently the Committee were informed that the approval 
of the capital cost of the Project was conveyed on 27th December, 
1971. 

ThE Committee enquired about the comments of the Ministry 
to the observations of the, Committee regarding inordinate de-
lay in approval of the estimates. The Ministry have stated that 
"it is agreed that there was avoidable delay in the approval of the 
capital cost of this project." 

Asked as to what were the comments of the Ministry to the ob-
servation made' by the Committee that it was highly improper to 
Incur expenditure in excess of the amount provided for under a 
particular head and to adjust the same according to convenience 
under another head, in their reply dated the 19th February, 1972 
the Ministry stated as under:-

"It is a fact that by misapprehension, the heads of account 
"Deferred Revenue Expenditure" "Expenditure on 
Foreign Experts" and "Expenditure on Training" were 
operated upon and the amounts indicated below were 
booked under these heads:-

(i) Deferred revenue expenditure 
(ii) Bcp:n'dl£ure on forei,n exp.:rts 

(iii) BXpoRc:titure on trainiag 

Rs. 227.12 lakhs 
Rs. 1I2.I7 " Ra. 7 1,80 .. 

TOTAL : Ra. 411009 

• At the time of factual verifications the Audit have observed as under:-

"Regarding last sentence of the . reply it may be mentioned that, it 
comparison is made between the original estimates and the latelt revised 
estimates under the two main heads i.e. (a) plant and (b) construction of 
township (as done on page 3 of the CPUs report) it will be seen that while 
the estimates on plant increased from Rs. 29.30 crores (June, 1964) to 
Rs. 30.96 crores (Dec. 1009), the estimates for township came down from 
Rs. 9.12 crores to Rs. 6.64 crores. As regards Township estimates, it will not 
correct to call the reduction as saving as the estimates approved ,by the Board 
in June, 1964 were on the high side and in order to arrive at the correct 
estimates the Board had itself desired the Management to put up a more 
realistic estimate considering the actual requirement (vide para 2.7 of the 
CPUs Report). In view of the a'bove position it may not be correct how the 
eonclusion that the total estimates were brought do'VlJl." 
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The amounts so booked under these heads have been written off 
over a period of years as indicated below:-

1966-67 Re. #081akhs 
1967-68 Rs. 80.32 .. 
1968-69 Rs. 80.37 " 
1969-70 Rs. 81.62 .. 
1970-71 Rs. 82.22 .. tProposed to be written 

oft ). 
1971-72 Rs. 41.98 .. 

TOTAL Rs. 4II.09 .. 
But for this write-off, the capital expenditure on the' 

Plants would have been higher to this extent. However t 
as the amount has been written off and the loss for the 
correspondingly increased, it will not be possible now to-
do anything to restore the capital amount to what it 
would have been the heads of accounts "Deferred Reve-
nue Expenditure etc., not been operated at all." 

The Committee were further informed that "the deferred re-
venue expenditure was written off over a period of five years as 
authorised by the Board of Directors of MAMC." 

The Committee are not convinced of the reply of Government 
that there had been an overall saving in the Project Estimate from 
Rs. 38:42 crores to 37:00 crores. An analysis of the so called reduction 
would indi.c.-.te that it is as a result of substantial increaSe in the--
estimate for plant and machinery off-set by saving under Township 
expenditure. 

The Committee regret to point out that Government have not 
given a satisfactory reply to their recommendation that it was highly 
improper to incur expenditure in excess of the amount provided for 
under a particular head and to adju8t the same according to conven-
ience under another head. 

B. Delay in the construction and commi.~ . .'lion~ng of the Plant: 

Recommendations Nos. 2 & 3 

The Committee on Public Undertakings (Fourth Lok Sabha) 
e~pressed their regret that no definite schedules of construction and; 
commissioning of the Project were drawn up. First, the general in-
dication was that the Project would be commissioned by the end of 
.1964. and later the Russian Team indicated end of the year 196ft 
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:as the period for the completion of the main units of the Project. In 
August,. 1969, there were 21 machine tools and components of the 
Project still to be completed and so to say the erection was still in 
progress. The completion of the erection had been delayed by nearly 
five years. The Committee deplored the inordinate delay in the 
completion of the Project and regretted that no heed was paid to the 
recommendations of the Estimates Committee contained in their 51st 
Report (1963-64) wherein they had stated, "it is essential for proper 
planning and execution that definite time schedules of construction 
and recommissioning of project are prepared as early as possible and 
adhered to." Even the Ministry did not show any concern in re-
gard to the delay in the construction and commissioning of the plant 
and had failed to analyse the causes for the same and fix respon-
sibility for the various lapses committed by those who were incharge 
of the execution of work. 

In their reply dated the 22nd March, 1972 the Ministry stated as 
.under:-

"It is true that the scheduled dates of completion of the vari-
ous units were not given in the Detailed Project Report. A 
schedule of construction and commissioning of the Project 
was, however, drawn up in 1960-61 with reference to the 
Detailed Project Report for 30,000 tonnes approved in 
August, 1959. This was done in consultation with the Soviet 
Collaborators and the progress of the project was being 
followed up with reference to the said construction sche-
dule. The connected civil construction work started as per 
schedule served the capacity need of the supplemen-
tary Detailed Project Report approved in 1962 raising the 
capacity of the plant to 45,000 tonnes.· The sequence of 
civil construction as given, was saine for 45,000 tonnes 
capacity. The other time schedules for commissioning of 
shops, delivery of equipment etc., remained the same and 
the sequence was drawn up for production need. It Is re-
gretted that the existence of this schedule was not brought 
to the notice of the Committee earlier. 

-_._.. .... ._ ... _----" ----
• At the time ot tactual veriftcation ot the Report, Audit pointed out the 

'following tacts:-

"The sentence does not tally with the reply sent to Audit tor vetting 
whiCh read as tollows:-

'This Schedule ot construction and commissioning was applicable also to 
the supplementary Detailed Project Report approved in 1962 raising the 
capacity of the plant to 45,000 tonnes'." 
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. 2. The Soviet long.term planning team that came in 1964·65 
to render technical assistance in working out a perspective 
production plan for the coal mining machinery plant had, 
whoever, re-assessed with reference to the schedule drawn 
up originally, the progress of construction of the plant and 
indicated that completion of work of the main units should 
be made by end of 1966. . 

3. While 21 machine toolsJequipment awaited completion of 
erectionlcommissioning in August, 1969, it may be stated 
that all the units (production shops) were handed over 
for commencement of manufacture beginning from Octo-
ber, 1962 (pattern shop) to August. 1964 (Machine Shop· 
II). It may also be mentioned that the first item, viz4., a 
Centrifugal Pump WRS manufactured in April, 1963 and 
was delivered to NCDC while the first Belt Conveyor was 
manufactured in the plant and was delivered to NCDC in 
December, 1964. Sequence of erection and commissioning 
of machine tools and equipment was planned in conformity 
with the requirements of manufacturing programme and 
erectionlcommissioning of only a few items was delayed 
as these were not immediately required in the context of· 
the diversification in the manufacturing programme of the 
Company. A deta.iled review has revealed, inter aHa, that 
delay in construction and commiSSioning did not material· 

--_ ... _ ..•. ------------.--... - ...•..... --..... . 

The following observations were made by Audit as a result of vetting of 
the Ministry's reply:-

(i) The capacity of 30,000 tonnes and 45,000 tonnes should be read as 
'30,000 tons and 45,000 tons'. 

(ii) The Blue print referred to in the reply and produced to Local Audit 
Officer· was neither signed by any body nor was it dated. It was also not 
complete. There was no preface to the blue print and there was no indica-
tion therein about the time of its preparation. That the blue print was pre-
pared in 1960-61 is, therefore, not supported by any documentary evidence. 

(iii) The NAMe could also not produce any record to indicate that this 
blue print was a~tually taken as a guidance to watch the progress of con-
struction. Even the draft perspective production plan for 415,000 tons capacity 
submitted on 2-3-1965 'by the Long Term Planning Team does not mention 
the delays in construction and commissioning with reference to the schedules 
laid down in the Blue Print. 

(iv) The Ministry could not also clarify as to how the Blue Print drawn 
up in 1.960~6l' for a plant -capacity of 30;000 tons could also serve a guideline-
even after the capacity had been increased to 45,000 tobs i13 1982. 
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ly affect ,the proql,lctjPJ1 pf tile CPIOpaJJ.y.in view of th, fact 
all the items of coal mining machinef)", ~ .enumerated in 
the Detailed Project Report, were not required to be 
taken up for manufacture as there were no demands for 
them. The facilities available were, therefore, adequate 
to meet the requirements of the production programme in 
the intial stages." 

In their recommendation at Serial No. 3 the Cpmmittee observed 
that no provision was made in the agreement with the foreign colla-
borators M1s. Prommashexport, to enst.U'e timely and an ~ se-
quence of the supply of 23,363 tonnes of machinery and equipment 
which were to come from the Soviet Union. The main contract 
No. 62414, dated 30-7-1962 has only an omnibus stipulation of de-
livery period as 1960-65. The Committee felt that the delivery of 
the various items and its sequence of shipment ought to have been 
explicitly and specifically provided to enable the Company to draw 
up an efficient and orderly sequence of its erection schedule and 
dovetail it with the indigenous supply and civil construction. In 
the absence of such a schedule of shipment from the collaborators it 
could not be pOlOSible to draw up an erection schedule of the Project. 

The Ministry agreed for an extension of the delivery period up 
to March 1967, without carefully examining its financial repercus-
sions on the cost of the Project and without even asking the collabo-
rators to make good loss on account of delay in the shipment accord-
ing to the original stipulation. Further, no demand on the foreign 
suppliers was made when the equipments were not supplied even 
within the extended period of March, 1967. The Committee ex-
pressed their regret that the Project cost had gone up by Rs. 157.47 
lakhs plus the escalation (in the cost of indigenous material as a 
result of delay in the supply) of materials and equipment by colla-
borator. The delay in the supply of equipment and material also 
resulted in delay in the construction and commissioning of the Pro-
ject. 

It had been stated that the delay in the commissioning of the-
Project did not materially effect the production programme of the 
Corporation. It had, however, been pOinted out by the Audit [Audit 
Report (Commercial), 1969, p. 23] that one of the reasons for the-
shortfall in production was "the delay in the erection and com-
missioning of machines (originally, all machine tools should have 
been erected and commissioned by July, 1966). As the foreign sup-
pliers failed to supply all the equipments in time, additional capacity 
which was expected to be established did not materialise." 
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·The Committee felt that no serious effort had been made by the 
'Management/Ministry to assess the actual loss suffered by MAMC 
:as a result of delay in the construction and commissioning of the 
·'Project. The Committee were of the opinion that the question of 
'extending the delivery schedule deserved to be enquird into by 
"Government. 

The Committee felt that a penalty clause, which is an usual fea-
ture of an agreement for supplies, to ensure timely delivery, ought 
to have been provided in' an agreement of this nature. The Commit-
'tee expressed their regret that "at no stage, the question of incor-
poration of the penalty clause was considered by the Government" 
,and put to the collaborators. 

Owing to the non-existence of the penalty clause in the agreement 
with the USSR the question of extra expenditure incurred on the 
project as a result of delay in the supply of equipment and materials 
'Could not be taken up with the suppliers. The Committee felt that 
"the delay in the supply of vital equipment should not have been 
..condoned so easily but should have been viewed seriously. 

The Committee recommended that the question of providing a 
penalty clause in all such agreements needed to be examined with a 
view to bind the supplier to an agreed schedule. 

In their reply dated the 24th March, 1972 the Ministry have stated 
as under:- . 

"A detailed blue print containing, inter alia, schedules of de-
livery of equipment and materials, sequence of erection and 
commissioning of the same etc., was drawn up by MAMe 
in consultation with the collaborators. The said blue print 
also contained schedule of indigenous procurement of mate-
rials and equipment and all these schedules were synchro-
nised with the over all programme of erection and com-
miSSioning of the plant. However, it is agreed that as far 
as possible, the schedule and sequence of deliveries should 
be provided in such contracts to make the commitment 
legally binding. 

In the absence of penal clause in the contract with the collabora-
tors no claims for liquidated damages could be preferred on them. 
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However, the collaborators were asked on the 22nd April, 1968· to 
make good the 1088 sustained by the Company on account of the 
following: 

(a) Rs. 54,600 spent by MAMC for obtaining materials and 
equipment indigenously which were to be supplied but 
had not been supplied by M / s. Prommashexport. 

(b) Rs. 1,99,526 spent by MAMC for procuring materials 
indigenously due to non-supply of the same by MIs. 
Prommashexport in time for commissioning plant equ1?-
ment. 

At the intervention of the Soviet Economic Councellor in Delhi 
with whom the matter relating to settlement of claims Wtas pursued 
by MAMC a communica,tion has since been received from Mis. 
Prommashexport rejecting MAMC's claims as being time-barred. 
The matter' is again being taken up by MAMC with the suppliers 
~s a review has revealed that the claims were taken up with the 
:suppliers within the valid period... 

Delay in erection acd commissioning, did not materially affect 
the production programme of the Company in view of the fact that 
.all the items of Coal Mining Machinery as enumeNlted in DPR were 
not required to be taken up for manufacture as there were no 
demands for them. The facilities availS/bie were adequate to meet 
the requirements of the production programme at the initial stages. 

Assessment made by MAMC in regard to Loss has revealed that 
-extra expenditure to the extent of Rs. 157.47 lakhs had to be 
incurred by the Company due to delay in supply made by the col-
laborators. The additional expenditure which had to be incurred 
due to escalation of the cost of indigenous materials, as a result of 
delay in the supply of eqUipment by the collaborator, is difficult 
to estimate with any degree of accuracy. 

As regards extension of delivery schedule, it may be stated that 
1n 1966 when the extension was granted by the Company, most of 
the principal equipment and machine tools had been received. On 
il scrutiny made of the balance items yet to be supplied, it was 
---------_ .. __ .. 

• At the time of iactual verification of the Report the Audit have pointed 
<out as under:-

"While Company's letter dated 22-4-1968 to the Soviet suppliers indicated 
(in an anneXl.ire' the details of Rs. 1,99,526, only a sum ot Rs. 54.600, was 
claimed from the suppliers. The letter did not indicate that besides Rs. 154,800, 
whether amount of Rs. 1,99,526 was also claimed." 
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found th8lt delay in supply of certain items would not substantially 
affect the production programme of the Company. Other related 
ilSpects do not appear to have been kept in view in agreeing to 
the extension viz. affects of devaluation, extension of stay of experts. 
etc. This is regretted. 

While penalty clause in all commercial transSlCtion is considered 
necessary, this question has ~o be cOD$idered in the context of each 
agi-eement whether the penalty clause is to be waived." 

On the 13th June, 1972 the Ministry informed that the Chief 
Auditor, Commercial Accounts, Ranchi had reported that no specific 
documents showing that iii detailed review relating to delays in the 
construction and commissioning, had been made, could be produced 
by the Management of MAMC. 

Asked as to whether the said document had been shown to Audit 
and if so, their comments thereon, the Ministry in their reply dated 
21st November, 1972 have stated as under:-

UThe Audit Board· have not been able to accept the docu· 
ments produced by MAMC as conclusive proof of the 
statement that a detailed review was conducted to show 
that the delay in construction and commissioning of the 
plant did not materially affect the production of the plant 
in view of the fact that all items of Coal Mining, Machi-

·At the time o! factual verification the Audit have stated as under:-

liThe Ministry's contention in sub-para 3 of their reply that sequence of 
erection and commissioning was planned in conformity with the requirement 
of manufacturing programme and that delay in construction and commission-
ing did not materially affect the production of the Company in view of the 
fact that all items of coal mining machinery were not required to be taken 
up on account of lack of demand, does not fit in with the reasons for short-
fall in production as incorporated in para 5.02 of the Audit Report (Com-
mercial), 1969, .JlIe of :he reasons bemg delay in erection and commissioning 
of machine-!. The facts in the Audit Report were not contested by the 
Ministry while sending their reply in January, 199. 

In respect of the Ministry's contention that a detailed review has revealed' 
that delay in construction and commissioning did not materially affect the 
production, the Company sent a statement to local audit indicating the actual 
px:oduction vis-a-tm the installed capacity during 1964-65 to 1967-68 and 
argued that ~hls was dn indication of the fact mentioned in their reply. 
The low produ-:tjon itst\H does not necessarily imply that this WIII3 due to 
lack of demand for prod,Ucta. No other document in support of the fact 
that a re .. iew was made, W8:3 produced. 
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Dery as enumerated in the DPR were not required to be 
taken up for manufacture as there were no aemands for 
them. However, we do not consider that any change in 
the reply already furnished to the Committee is called 
for under the circumstances. to 

The Committee feel that the reply of Govenrment is not con-
vincing. The reply shows conclusively that Dot only the DPR was 
laulty as it did not contain the ~heduled dates of completion of 
the various units but a rationalised explall'ation is alSo now sought 
to justify the delay in the commissioning of the Project. 

C. Delivery Schedules Regardi1tg Supply Of Equipment by the 
Collaborators 

Recommendation No. 4 

The Committee on Public Undertakings (Fourth Lok Sa1bha) 
felt unhappy that no provision was made in the agreement with 
the foreign collaborators, Mis. Prommashexport, to ensure timely 
and an agreed sequence of the supply of 23.363 tons of machinery 
and equipment which were to come from the Soviet Union. The 
main contract No. 6,24/4 dated 30th July, 1962 had only an omnibus 
stipulation of delivery period as 1960-65. The Committee felt that 
the delivery of the various items and its sequence of shipment ought 
to. have been explicitly and specifically provided to enable the 
Company to dr'aw up an efficient and orderly sequence of its erection 
schedule and dovet8lil it with the indigenous supply and civil con-
struction. In the absence of such a schedule of shipment from the 
collaborators it could not be possible to draw up an erection sche-
dule of the project. 

According to clause 3 of para 1 of the agreement dated 12th 
March, 1960 (also adopted in the contract of July, 1962) the volume 
and time of delivery of the equipment per yellir was to be determin-
ed by the supplier taking into account the sequence of establishing 
the various shops and units which was to be determined by the 
Company and communicated to the supplier within 3 months from 
the date of signing the contract. The Committee enquired Whether 
such a communic-ation was sent to the foreign supplier. If so, how 
the actual delivery of the equipment corresponded with the require-
ments mentioned in such 81 communication. In reply it was stated 
as under:- < 

"On conclusion of the contract for supply at plant and equip-
ment (No. 624/4), series of meetings were held with the 
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representatives of the supplier regarding the sequence of 
delivery of plant and machinery in conformity with which 
supplies were to be effected. 

It was added that "formal communications exchanged with the 
supplier regarding sequence of delivery of plant and equipment are 
not available and hence we regret our inability to make an assess-
ment as to how actual delivery of equipment correspond with the 
requirements mentioned in such communications." 

The Committee expressed their surprise tl.t the vital com-
munications rel8lting to the sequence of delivery of plant and equip-
ment were not available. The Committee observed that in the 
absence of such documents how the Corporation was able to verify 
that a particular equipment had been received .according to laid 
down schedule was beyond one's comprehension. The Committee 
felt thart the loss of such an important communication shoUld be 
investigated by the Ministry followed by fixation of responsibility. 

In their reply dated 18th November, 1971 the Ministry stated 
that the circumstances leading to the loss of vital communications 
relating to sequence of delivery of plant and equipment was being 
examined in consultation with the Corporation. Subsequently, the 
Committee were informed on the 13th June, 1972 that as a first 
step a Committee had since been constituted in MAMC to investi-
gate the details of the case. The report of the Committee' was 
awaited. 

Asked as to when the Committee was constituted and whether 
the Committee had submitted their report, the Ministry have stated 
as follows (lOth July. 1972):-

"A Committee of Officers of Mining and Allied Machinery 
Corporation was constituted early in June, 1972 to investi-
gate this case further. A request has also been made by 
MAMC to Heavy Engineering Corporation Ltd., Ranchi 
to nominate their representatives, who were associated 
with such matters in the formwtive stages of the Company 
or the Committee. A programme of joint verification is 
to be drawn up after HEC have nominated their repre-
sentatives. " 

The Committee regret the inordinate delay in investigating the 
details of the circumstances leading to the loss of vital communi-
cations relating to the sequence of delivery of plant and equipment. 
The Committee strongly urge that the investigations sTiould b. 
comple.ted without further delay. 
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D. ,Short/aU in the supply oj Ma.chin.ery and Equipment 

Recommendation No. 5 

The Committee on Public Undertakings (Fourth Lok Sabha) 
found that the agreement for the supply of equipment and materiaJ 
contadned a clause according to which full amount of Rs. 10,33,24,977 
had to be paid even if the actual net weight of the equipment and 
material fell short of the total net weight of 23,363 tons specified 
in the agreement. The Government was forced to make the full and 
final payment although about 8 per cent of the contracted quantity 
still remained to be supplied. 

The Committee further note that 42 items mostly representing 
electrical and instrumentation accessories were yet to be received. 
They expressed their regret that payment of Rs._ 1.42 crores for 
the eqUipment and material was made by the Government to the 
collaborators in May, 1967, whereas the joint examination was 
undertaken in September, 1967. The Committee felt that Govern-
ment should have taken up the matter with the Soviet authorities 
much before the agreed data of payment particularly when they 
were aware of the basic fiaw in the agreement. 

The Committee iI'ecommended that the circumstances in which 
such a clause was inserted in the agreement should be investigated 
so as to avoid such serious lapses in the future .. 

The Committee expressed their regret that the matter had been 
allowed to linger on for years and no settlement had been reached. 
They recommended thwt the matter should be finalised without any 
further delay. 

In their reply dated the 6th March, 1972 the Ministry inter alia 
stated that the discrepancies in supply and other outstanding issues 
were under negotiation and settlement since 1967. The matter was 
also being followed up through the Soviet Economic Counsellor in 
India who was reminded in June, 1970. 

In a subsequent reply dated the 19th June. 1972 the Ministry 
have stated as under:-

j 
r 
L 

"The matter regarding discrepancies in the supply of plant 
and equipments against the main contract, has been taken 
up with Messrs Pl'ommashexport, Moscow. The diScre-
pancies are yet· to be resolved to the mutual satisraction 
of both the supplier and the customer." 
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The Committee feel unhappy that there has been undue delay 
in the settlement of outstanding issues with the ~cUaborators with 
regard to the discrepancies in the supply of plant alia equipment 
apinst the main contract. The Committee view with concern that 
.m aeeoun~ of defective qreem.ent the Corporation had heeD put 
to a creat loss. They, therefore, reiterate their earner recommeada-
lion that the matter should be finalised without further delay and 
stress that discrepancies should be resolved expeditiously. 

,E. Model Contract 

Recommendation No. 6 

The Committee on PubJic Undertakings (Fourth Lok Sabha) 
found that the agreement for the supply of equipment and material 
dioj not contain any clause providing for variations in the contract 
value depending on the actual weight of Plant and equipment. They 
felt that had the terms of the contract been clear there would not 
have been an occasion for the dispute, regarding the shortage of 
equipment and material by the collaboI"ators in terms of tonnage. 
The Committee recommended that the need for provision of such 
a clause should be brought to the notice of public sector undertak-
ings and administrative Ministries for future guidance. 

The need fOr uniformity in contracts executed by the various 
project authorities had been felt for some time and the Ministry 
of Finance had been -trying to frame a model contract for adoption 
by all concerned parties. The Committee felt that such a model 
contract should also be examined and vetted by the Ministry of 
Law, which would have proper cell to examine and approve such 
contracts. 

In their reply dated the 18th November, 1971, the Ministry stated 
that the observ,ation of the Committee were being brought to the 
notice of all Ministries and Departments and through them - to the 
various public sector undertakings. The Committee's recommenda-
tion regarding the framing of a model contract had been noted and 
would be taken up with the Ministry of Finance and Law. 

In a subsequent reply ~ated 13th June, 1972 the Ministry stated 
8S under:-

"The observations of the Committee have been brought to 
the notice of all Administrative Ministries/Departments 
on the 8th June, 1972. The concerned Ministries jDepart-
ments \lave been requested to bring these instructions to 
the n' ice of \he undertakings under them. 
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The recommendation regarding framing of a model contract 
has been taken up with the MinistrieS of Finance and 
Law. The comments of these MiIi.istries are awaited." 

'The Committee desired to know the date when the matter was taken 
·up with the Ministries of Finance aItd Law and what were their 
comments, the Ministry stated that "the issue was taken up with 
the Ministry of Finance (Department of Economic Mairs) and 
"Ministry of Law (Department of Legal Affairs) on the 3rd June, 
1972. The comments of these Ministries are still awaited." 

The Committee are surprised to note that whereas the 65th 
Report of the Committee on Public Undertakings (1969-70) on MiJa... 
ing and Allied Machinery Corporation was presented to the House 
on the 23rd April, 1970, Government took up the issue rea-.cU.a« 
framing of the model contract with the Mirais$ries of Finance 
(Department of Economic Affairs), and the Ministry of Law (De-
partment of Legal AffairS) only on the 3rd June, 1972 i.e04 
after two years of presentatioo of the Report. The comments of 
these Ministries were still awaited. The Coqunittee regret that 
such an important matter as finalising the 'Model Contract' which 
is very eSRndal for the Public Undertakings had been allowed to 
·Iinger 0.0 for two years. The Committee recommend that Govern-
ment should now finalise !the model C'Ontract without any further 
delay. 

F. qoai Raising Targets 

.~ 

,,~,\ommendation No. 7 

Taking into account the number of mines that were to be opened 
. to achieve the targets of 60 million tonnes in 1960 and 100 million 
tonnes in 1965 and also the expected mechanisation by 75-80 per 
cent of coal cutting and requirements towards replacements, the 
Soviet team had assessed tha~ the annual requirements for main 
mining machinery would be to the extent of 30,000 tonnes per 
annum. 

By the time the Detailed Reports were submitted by the Soviet 
Organisation, the Government of India had made further assessment 
in regard to the requirements of coal for the Fourth and Fifth Plan 
Periods. The coal raising targets were assessed at that time at 
136 million tonnes and between 180 million to 200 miIDon tonnes 
for the Fourth and Fifth Plan periods respectively. &!nsessment 
of the requirements of main mining machinery based on these coal 
11argets was made by a Soviet team. 
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The Committee on Public Undertakings (Fourth Lok Sabha)' 
were also informed that the main basis for increasing the capacity 
of the plant was that the target of coal production of 100 million 
tonnes during the Third Plan period was likely to go upto 200 mil-
lion tonnes during the Fourth Plan period. 

The Committee expressed their regret that conflicting statement. 
had been made in regard to the targets of coa! production in the· 
country during the Fourth Five Year Plan. 

At one t>lace it had been stated that the capacity Of the Project 
was revised; from 30,000 tonnes to 45,000 tonnes on the basis of 
the coal targets having been fixed at 136 M. tonnes during the Fourth 
Five Year Plan. Subsequently, however, it had been stated that 
the coal targets for the Fourth Five Year Plan were fixed at 200 M. 
tonnes. In the absence of the actual data it was difficult to say. 
how far the revision of the capacity was justified. 

In their reply dated 11th August, 1971 the Ministry statted as 
under:-

"Target for coal production during the Fourth Plan liad not 
been fixed finally at the time it was decided to expand' 
the capacity of the Coal Mining Machinery Project from 
30,000 tonnes, 45,000 tonnes a year. Various figures were 
being mentioned as the likely tall'gets and the figures 
referred to are the figures of the likely targets rathel'l 
than the targets themselves. It was natural that there. 
should be variation in the figures of targets mentioned 
from time. to time. It wouldappe.ar that the target 
initially envisaged for production of coal, during the 
Fourth Plan period, was 200 million tonnes and tpis figure 
has been mentioned in the inter-departmental discussions 
relating to the revision of capacity of the Plant Subse-
quently, a target of 136 million tonnes appears to have 
been envisaged. 

Asked as to what was the actual position regarding coal pro-
duction targets from time to time in the chronological order, the 
Ministry have stated: 

. -

."; .•. o£.a 

"It is difficult to furnish a statement in chronological order. 
Difterent figures have been mentioned at different times 
and it would be difficult to reconcile these. various figures. 
at this point of time." 
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The Committee feel that the reply furnished by Govenament is 

notcODvincin,. At one time the coal raisin, targets were assessed 
at 136 million tODDes and between 180 millon to ZOO million tollDeS 
for the Fourth and Fifth Plan periods respectively and reusessment 
of the requirement of main mining machinery was made by a Soviet 
Team based on these coal targets. In the inter-departmental meet-
ing where the expansion of the capacity from 30,000 tonnes to 
45,000 tonnes was agreed upon, a reference had been made to the 
fact that the target of coal production of 100 million tODDes during 
Third Plan period was likely to go up to about 200 million tonnes 
during the Fourth Plan period. It is, thus clear thal Government 
have not been able to reconcile their conflicting statements. The 
Government have also not been able to furnish a staCement show-
ing the actual position regarcU.ng coal production targets from time 
to time in the chronological order. . . . 

.. The Committee strongly feel that the capacity of the Plan should 
have been revised only on the basis of a reliable data rather than 
merely on the basis of ad hoc figures that were being fuJ!nished to· 
the Ministry jUndertaking. They, therefore, reiterate that the deci-
sion to expand the capacity was noll based on sound judgment. 

G. Unrealistic Assessment of Coal Raising Targets 

Recommendation No. 9 

The Committee on Public Undertakings (Fourth Lok Sabha) in 
Para 4.27 of their 65th Report on Mining and Allied MaChinery Cor-
poration Ltd., observed that the rated capacity for this Project was 
related to the development of th,e coal capacities in the Fourth and, 
Fifth Five Year Plans. The coal raising targets unfortunately prov-
ed to be wrong and that was one of the primary reasons why this 
project had come to a sad pl-ight. The Committee were told that 
one of the objectives for putting up MAMC was to manufacture 
mining equipment particularly for opening up new mines which 
was to take place under NCDC. Since the target of coal production 
was drastically revised, NCDC did not go in so extensively for 
opening up new mines and as a result the products manufactured 
by MAMC could not find a market. 

The Committee expressed their surprise that the Ministry failed 
to take remedial measures the moment they came to know that the 
coal raising targets are not coming up to original estimation and 
would be much less than what was anticipated in the beginning. 
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The Committee felt that if the Ministry were alert the,.- would have 
:taken remedial measures in time to reviSe the rated capacity or take 
up diversification schemes much earlier· than what they had done. 

In their reply dated 11th August, 1971 the Ministry have stated 
.as follows:-

"There was a good deal of uncertainty about the targets to be 
tlxedfor production of coal during the Fourth Plan period. 
It was not the situation that on a particular date the coal 
target was finalised and the sts:ge set for revising the 
capacity of MAMC .. On the basis of a decrease in the Coal 
target initially anticipated, it was decided not to proceed 

.. with the Second Coal Mining Machinery Project which 
was earlier proposed to be set up with Polish Assistance. 
The plant of MAMC had almost been completed by the 
time something definite was known about the decrease in 
the coal target." 

From the Government's reply it is obvious that there was lack 
·i)f coordination between Mining and Allied Machinery Corpora-
tion Ltd., the National Coal Development Corporation, the Minis-
try of Steel and Mines and the Planning Commission. It has been 
'stated that there was a good deal of uncertainty about the targets 
to be fixed for production of coal during the Fourth Plan period. 
It was not the situation that on a particular date, coal targets were 
finalised and the stage set for revising the capacity of MAMC. 

The Committee feel that the capacity of the Plant should not 
have been revised without knowing 'something definite' about the 
·coal raising targets. It is unfortunate that coal raising targets were 
not fixed on a realistic basis for a considerable period of time. 

H. Labour Efficiency 

Recommendation No. 19 

The Committee on Public Undertakings (Fourth Lok Sabha) 
found that abnormally low output by workers was due to 'lack 
of skills and experience in the labour force and inexperience at the 
supervisory level and their general inadequacy to lead the labour 
force'. The Committee felt that both these causes could be re-
medied had the Government taken due care at the appropriate 
time-u a lapse for which they do not deserve to be excused." 
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1111 t~ ~ly clate4 25th August, 1972 the Ministry have .tated 
.as fol}ows·:-

"When the DPR was submitted by the USSR . authorities, 
production norms laid down therein could not be verlfled 
as corresponding norms were not then avafiable. Fur-
ther, build-up of skill of workmen depend to a eonsiderable 
extent on the type of work required to be handled. For 
jobs of repetitive nature, skill of workmen even while 
working on sophisticated machines, grow comparatively 
at a faster rate than when jobs of diverse and non-repeti-
tive nature are handled. 

In the DPR, production of certain items of equipment with 
fixed specifications had been envisaged. However, as the 
plant is now engaged in production of tailor-made, non-
·standard items without any scope for series ot' batch pro-
duction, the development of skill has been much slower 
than what was anticipated in the DPR. 

It may be added that a few Soviet Specialists/Instructors were 
brought on deputation by the Company to work on some 
of the most difficult and sophisticated machines and to 
demonstrate to the workers with a view to improving their 
skill and productivity through on the job tralnJng. 

Asked as to what were th~ comments of the Ministry to the ob-
servation of the Committee regarding the "inexpetience at the super-

-visory level and their general inadequacy to lead the labour force", 
the Ministry stated as under:-

"It is difficult to offer specific comments on the observation 
made by the Committee, especially at this point of time. 
The basis for the Committee's observation has not been 
indicated .. However, one of the causes for the low output 
cari be said to be general inadequacy at the supervisory 
level." 
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'lhe Committee are not satisfied with the reply of the Govem-
ment. The Committee's observation is based on the observatioD 

made by the Study Team of the Ministry of Industrial Develop-
ment and Company Affairs which visited the Corporation in Jan-
uary, 1968. The Study Team observed that 'the low output per wor-
ker "was partly due to tack of skills and experience in the labour 
force and partly due to unrest and UDwillingness of labour to give 
its best," and that "addeeJ to this was inexperience at the supervisory 
levels and their general inadequacy to lead the labour force." These 
observations are contained in Para 5.54 of the 65th Report. More-
over, in their reply, Government have admitted that one of the 
causes for the poor output could be said to be general inadequancy 
at the supervisory level. 

The Committee regret that Government have not indicated as 
to what action has been taken by the Management/Ministry in this 
regard. 

The Committee reiterate that these causes could be remedied had 
the Government taken due care at the appropriate time. 

I. Cost of PToduction and Costing System 

Recommendation No. 21 

During the period from May, 1965 to August, 1967 the Company 
supplied 10 nos. of conveyors to National Coal Development Corpo-
ration Limited and 12 nos. to Singareni Collieries Company Limited. 
The selling prices recovered from the above customers amounted to 
Rs. 1,13,500 and Rs. 1,62,000 per conveyor respectively as against the 
cost of Rs. 2,27,960 per conveyor incurred by the Company. In 
the case of supply to the National Coal Development Corporation 
Limited, the selling price did not cover even the direct cost of mate-
rial (Rs. 1,48,324 per conveyor). The Company incurred a total 
loss of Rs. 19.36 lakhs (approximately) in this deal. 

The Committee on Public Undertakings (Fourth Lok Sabha) 
were however, informed that MAMC had taken up the matter with 
NCDC and Singareni Collieries for making good the loss to some 
extent and that negotiations were in progress. 

Up to February, 1967 the Company manufactured 102 nos. of 
centrifugal pumps. As against the cost of Rs. 29,233 per pump the 

selling price was fixed at Rs. 23,000 per pump. It has been stated 
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that MAMC had sold 68 pumps. Since the selling price was worked 
'Ollt on the basis of the ruling market price the total cumulative 
loss based on the National estimated cost worked out to RB. 4,23,844. 

A tender was submitted by MAMC for the supply of ore and coal 
handling plant comprising wagon tipplers, stac~rs, Techlaimers, 

Conveyors, ship loaders for the Haldia Port Project. The value of 
~he original quotation was Rs. 4.19 crores. Subsequently, how-
ever, it was found that tbe Corporation submitted an estimate which 
was lower than the ruling market price. The total revised estimate 
worked out to Rs. 6.95 crores. It was stated that the matter was 
laken up with the Calcutta Port Commissioner and Government 
:for revision of the rates to fall in line with the market price. The 
·Committee were further informed that the Port Commisioners had 
agreed to consider the revised estimate on item to item basis. Ac-
cording to the information furnished by Audit this estimate was fur-

ther revised to Rs. 9.37 crores. 

The Committee expressed their regret that the cost of produc-
tion of machinery and enuipment manufactured by MAMC was 
more than their selling price. The three cases cited above clearly 
demonstrated that throughout the past years, the Company did not 
observe any fixed pricing policy with the result that the Company 
had to suffer a huge loss. The Committee observed that the revi-
sion of the price later on did not give any credit to the Company 
for it created a very bad impression in the minds of customers. The 
recovery of the excess amount also created numerous complications. 

The Committee further regretted that because of the defective 
estimates the Company had lost heavily both on account of quoting 
far below the cost of production and at times below the market 
\)rice. It appeared they were operating in a blind alley as they 
had no system of estimating. . The Committee felt that the cases 
where the prices were quoted below the market price deserved 
thorough investigation in order to find out the deficiencies in the 
e:ystem of estimating and with a view to fix responsibility. 

In their reply dated 11th August, 1972 the Ministry have stated as 
~mder:-

"It is admitted that in the past the pricing policy and the 
costing system in MAMC had necessarily to be guided by 

the ruling market price and l1Oi; by cost of production, 
which in some cases might have been more than the mar-
ket prices. Guidelines for pricing policy to be followed 
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: by public enterprises have been laid down by Govern-
ment and MAMC are following them. A system of cost-
ingand estimating has since been introduced in the com-
pany, based on the recommendations of a report submitted 
by National Productivity Council. A separate Estimating 
Cell has also been formed and suitable steps have been 
and are being taken to improve the system of costing and 
estimating. " 

Asked about the latest position regarding the supply of conve-
3rors to the National Coal Development Corporation Ltd., the 
Ministry stated as under:-

"In so far as the sale of conveyors to NCDC is concerned,. 
MAMC have intimated that documents have been furnish-
ed to the local Audit showing that the price of Rs. 1,13,500· 
per conveyor was discussed with NCDC and finalised on 
the basis of landed cost of similar conveyors. The revis-
ed cost estimate of Rs. 185,177 per conveyor has also been 
shown to local Audit. The comments of the local Audit 
are awaited. 

The matter of increased price is still being pursued with NCDC· 

It has since been intimated by the Audit Board that MAMC' 
have furnished copies of their correspondence with NCDC 
according to which MAMC did not have sufficient data to 
prepare a cost estimate before giving the quotation of 
Rs. 1,13,500 per conveyor to the NCDC. This price was 
based on the landed cost as intimated by the NCDC with 
reference to the tender floated by them during 1962. It 
has also been noted by Audit that an estimate was pre-
pared before the NCDC was asked to increase the price. 

As regards the estimate of costs for supply of equipment for 
the Haldia Port Project, MAMC have admitted that the 
landed cost of the equipment cauld have been ascertained 
during the time which was available between the submis-
sion of tender by MAMC and placement of orders by the 
Calcutta Port Commissioners. However, as it was then 
decided that MAMC would manufacture all the equipments 

indigenously with the minimum amount of import~d com-
ponents and that the World Bank Loan would not be 
available, a few firms which were manufacturinl this type 



23 

of equipment might not have quoted a realistic price as 
they would have known that the tender was ri6't really 
for awarding the contract but only for ftxation of price. 

This case was also investigated by a Sub-committee of the: 
Board of Directors of MAMC and the concl\lsion was that 
for all the items for which NAMC was set up to manufac-
ture, the estimates were satisfactory. It was only in regard 

to items for which special design and tooling up was ne-
cessary that there had been under estimation. There 

was serious lacuna in regard to checks and compositions 
of the calculating done by the Design Department under 
the supervision of the Chief Design Engineer. The con-
clusion was that the Design Department of the Com-

pany took upon themselves and were committed to take 
the responsibilties of undertaking this work and furnished 
an estimate for which they were not obviously equipped. 
The question of revision of the price payable to MAMC 
by the Calcutta Port Commissioners has been disoussed 
with the Calcutta Port Commissioners and the Minish'} 
of Transport and Shipping and a joint meeting is being 
held to decide the issue. MAMC have submitted a re-
vised price of Rs. 12.76 crores. In the meantime, the 
Calcutta Port Commissioners have agreed to make pay-
ments against supplies being made by MAMC under spe-
cial contracts, to the limit of Rs. 7 crores against 
MAMC's original offer of Rs. 4.19 crores." 

The Committee are surprised to note that the Management, 
Ministry did not take notice of the fact at the appropriate time that 
"there was serious lacuna in regard to checks and composition of the 
calculating done by the Design Department under the supervision of 
the Chief Design Engineer." The Committee are amazed to find 
that the Design Department of tbe Company took upon themselves 
and were committed to take the responsibilities of undertaking work 
and fUl'Jliwug an estimate for whieh they were nOt quite equipped. 
The Committee strongly recommend that responsibility for such· 
serious lapses should be fixed. 

'.the CommiUee allO reiterate their earlier obtervation that the 
revision of the price later after the quotation was giv.. doe" not 
give any credit to the Company for it creates a very bad impression· 
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·in the miada of the customers. The Committee recommend that the 
cases cited above should be settled expeditiOUsly aDd Government 
should see that the Corporation is not put to loss for originally quot-
ing prices much below the cost price. The Comlllittee also stress 
that the Ministry IManagement should take all precautions to assess 
the costs as accurately as possible so 'that sueh laPleS do not recur in 
future. • .; .~ 

J. Import of Gate-end Boxes 

Recommendation No. 29 

The Committee on Public Undertakings (1969-70) expressed 
their regret that the coal cutter machines having been purchased in 

1965, the question of import of gate-end-boxes for the machines was 
taken up with DGTD in April, 1969 i.e., after a lapse of four years . 

. The Committee felt that it was a fit case of investigation and fixa-
tion of responsibility. The Government, in their reply have, inter 
alia, stated that the demand for this equipment was received in 

1967 from MIs. NCDC for supply in 1971 and immediately after as-
certaining that there was no prospect for indigenous production of 
gate-end-boxes, as was earlier expected, necessary quotations were 
called for and requisite action taken to import them. 

Information on the following points was called for from the 
Ministry. 

"(a) When did the Corporation come to know that there Wh.s 

no prospect for indigenous production of the gate-end-
boxes 

<b) whether the gate-end-boxes have since been imported and 
if so when? 

(c) whether the coal cutting machine along with the gate-
end-boxes has been supplied to NCDC and if so when?" 

In their reply dated the 11th October, 1972, the Ministry have 
stated as under:-

"(a) The decision to import the gate-end-boxes was taken in 
1968. 
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(b) These. gate-end-boxes were imported in August, 1971. 
These were recently approved by the DirectolMGeneral of 
Mines Safety for use in Indian Mines. 

(c) The gate-end-boxes and the coal-cutting machine. will be 
supplied to MCDC for trial within a month or so." 

From the above replies it is clear that the coal cutter machines 
were purchased in 1965. The order for the machines was received 
in i967 from N.C.D.C. for supply in 1971. The decision to import the 
gate-and-boxes for the machines was taken in 1968. The question 
of import of gate-end-boxes was taken up with DGTD in April, 
1969. The gate-end-boxes were imported in 1971. The coal cutter 
machines as well as the gate-end-boxes are still to be supplied to 
NCDC. 

.. The Committee are construed to observe that timely aIld ade-
quate steps have not been taken for the indigenous manufacture of 
the gate-end-boDs althOUCh tUn has been a rap of six to seven 
years between the purchase of coal cutter maehiaes and their aetwil 
supply to NCDC. Having taken the decision to import tile ,ate-end-
boxes as far back as in 1,968, the management have failed to supply 
the machines as per delivery schedule. fte eo.D1.tttee reiterate 
their earlier recommendation that it is a fit case for investigation 
and fixation of respons'ltility. 

K. Failure to invest surplus funds 

Recommendation No. 38 

The Committee on Public Undertakings (Fourth Lok Sabha) 
noted with regret that the corporation incurred a loss of revenue 
amounting to Rs. 1.89 lakhs in the years 1966-67 and 1967-68 on 
account of their failure to invest their surplus funds in short term 
deposits with a Bank. It was seen th,at cQnfticting statements had 
been made by the Management with regard to ascertaining the ways 
and means position of the Corporation. 

The data given in the Audit Report (Commercial). 1969 clearly 
indicated that the Company was having surplus funds for mot'lths 
together. It had been admitted by the Management that inadequate 
attempts were made in the past to aseertain the posi~ion of expected 
surplus funds which could have been invested even for a short 
period. 

3009 L·S.-3. 
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The Committee felt that no surplus funIs should be kept unin-
vested. They recommended that the Corporation should investigate-
as to why the funds had not been invested and fix the responsibility 
for the loss suffered on that account. 

In their reply dated the 21st June, 1971, the Ministry have stated 
as under:-

"It is agreed that the surplus funds should not have been kept 
uninvested. The company have intimated that this was 
bona fide mistake and that further investigation, as pro-
posed, will not serve any useful purpose. Government 
agree with this view." 

The Committee feel that to call the Don-investment of surplus 
funds on account of which the Corporation incurred a loss of Rs. 
1.89 lakhs, a bona fide mistake is an after-thought to cover a serious 
lapse in regard to laxity in control on ways and means position. It 
is surprising that the Government should have concurred with this 
view. The Committee reiterate that the responsibility for the loss 
should be fixed. 

L. Purcha.e of Water Meter, 

Recommendation No. 44 

The Committee on Public Undertakings (1969-70) observed that 
the Company incurred an avoildable expenditure of Rs. 1.39 lakhs 
on the purchase of 2099 water meters. But of these only 636 meters 
were installed at a cost of Re;. 60,402 and out of these 636 meters 
already installed 186 meters have been removed at a cost of Rs. 
2000. The Management had· yet to remove the remaining 4!50 meters. 
Because of the abandonment of the scheme all the 2099 meters were 
yet to be disposed of. 

The Committee desired" that the case regarding the purchase of 
meters should be investigated in order to find out the circumstances 
in which meters were purchased without making a detailed study 
about their utility. They recommended that efforts shOUld be made 
to dispose of the meters without any further delay. 

In the reply the Ministry have stated that the decision to instal 
the water ,meters in the Township of Mining and Allied Machinery 
Corporation Limited, was taken in 1962 by the management of 
Heavy Engineering Corporation Limited, which was then in charge 
of the project. This decision to instal water meters was taken as 



27 

part of the general decision to instal water meters in every resi-
dential quarter. The water meters installed were removed by the 
Management of MAMC during the period from October, 1967 to 
January, 1970 as it had by then been: proved that installation of 
water meters was not an economical proposition. Apparently, full 
details regarding the economdes of the water distribution scheme 
were not available at the time of decision was taken to instal water 
meters. 

As regards the disposal of water meters it was stated that nego-
tiations were in progress with a few Public Sector Projects and 
other private agencies for disposal of the stock with the Company 
at reasonable rates. An assurance had also been received on 1-9-1971 
from the Development and Planning Department, Government of 
West Bengal for purchase of 800 nos. of water meters. On the 19tb 
June, 1972 the Ministry stated that the sale of water-meters 
to Calcutta Metropolitan Development Authority was still under 
negotiation. On 2-9-72, it was enquired as to what was the latest 
position regarding the sale of water meters to Calcutta Metropolitan 
Development Auhority? 

In their reply dated 11th October, 1972 the Ministry have 
stated that the Calcutta Metropolitan Development AuthOrity have 
exprressed their inability to purchase the water meters. 

The Committee regret to note that whereas the Management de-
cided to abandon the scheme of installation of water meters in 1967, 
they have not been able to dispose of these meters even after the 
lapse of five ye8l's. The Committee reiterate their recommendatiOD 
that urgent steps should be taken to dispose of the meters without 
any further delay. 

M. Conclusion 

~endati~ No. 45 

The Committee on Public Undertakings (Fourth Lok Sabha) 
found that the overall picture that emerged out of their study of 
the project was highly depressing and it presented a very sad com-
mentary on the entire way in our planning and the way the projects 
were being put up and executed. The entire organisation of the Pro-
ject was in a bad shape. Up to 31st March, 1969. the Company suf-
fered a loss of Rs. 20.16 crores, against its. equity investment of Rs. 
19 crores a'nd Rs. 49 crores. In reply to a question in the Lok Sabha 
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on the 10th .:March, 1970, the Minister of Steel and Heavy 1idlgineer-
ing revealed that MAMC was losing Rs. "2.20 lakhs every day. The 
Committee were convinced that the huge losses by the Corporation 
were due to faulty and unrealistic planning, mismanagement and 
lack of proper execution of production programme. and the absence 
of even the minimum interest of the Government in the working 
of this undertaking. During evidence. the Government could not 
convince the Committee that in the coming years the Corporation 
would be able to show any hopeful results. There was no blue-print 
which could carry conviction with the Committee that MAMC would 
be able to become a commercial viable unit. The assumption that 
upto the year 1972-73 the Corporation would incur a total loss of 
Rs. 30 crores and that it would reach the break-even stage by 1973-
74 was totally undependable as it was not based on any scientific 
study. The Committee felt that the losses were expected to be much 
more. 

In view of above the Committee came to the conclusion that it 
would be wise if this undertaking was wound up to avoid further 
drain on the public exchequer. The Company had already exhausted 
the paid up capital and was in the process of consuming the loans 
and credits taken by it. 

In their reply dated 18-11-71 the Ministry have stated as under: 

"The recommendation of the Committee to wind up Mining and 
Allied Machinery Corporation Ltd., to avoid further losses, has 
been carefully examined in the light of the following considera-
tions:-

(i) The Company employs about 6500 persons. Winding up 
of the the company and consequent unemployment of 
such a large number of persons will have serious reper-
cussions on the employment situation and industrial cli-
mate of Durgapur and in West Bengal. When Govern-
ment, as a matter of policy, are managing private sector 
companies which have been closed down. they can hardly 
think of closing one of their own companies, specially 
one so important and vital to the economy. 

(ii) The machinery and equipment installed in the company 
are very good and if they can be properly utilised, there 
is no reason why the company should continue to incur 
losses. 
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~i) Tht! consequence of winding up the company have 

been fully explained to the labour Unions and their lea~ 
ders and it is hoped that discipline at. Spop. Floor, in par-
ticular, and 111 bonr relations in geneta1, will continue to 
improve. 

(iv) The company at present produces sophisticated equipment 
and has recently taken up production of a number of 
new items which would have had to be imported at con-
siderably cost from foreign countries. As at the end of 
September, 1971, the total orders in hand with the com-
pany amounted to 32980 tonnes valued at Rs. 33.65 crores. 
Some of these are very important orders relating to Eo-
karo Steel Plant, Haldia Project, etc. and closing of the 
company will result in a serious setback to these impor-
tant projects. 

(v) It has been decided to reorganise the capital structure of 
the company, giving relief to the company in the matter 
of interest and repayment of principal. The Company can, 
therefore, be expected to turn the. corner in the near 
future. 

(vi) Attention is being Pllid to strengthening the management 
of the company and with this objective some action has 
already been taken. 

(vii) There has been a perceptible improvement in the produc-
tion and performance of the. company in the last twelve 
months and the trend is likely to be maintained and ac-
centuated in future. 

It is submitted that on these' considerations, it will not be prudent 
to wind up the Company." 

The Committee take note of the fact that Government have de-
cided not to wind up the Undertaking as recommended by the Com· 
mittee on Public Undertakings (Fourth Lok Sabha). 

They however, -stress that Government should !aPpoint an 
expert Commifilee to examine in detail the! diversification scheme 
and the entire future course of develo.pment of the project on a 
tIOund basis so that past mistakes of running the project on ad.hoe-
ism and guestimates are .V'n;ded. 
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While drawln, up the future produeUon programme Govern-
mentjMAMC should also take note of the assessment made by the 
Fuel Policy Committee with regard to the likely demand of coal in 
the future and of the projections for coal production being made 
in Fifth Five Year Plan. The observationsjreeommendations made 
therein with regard to the manufacture of mining equipment and 
machinery in the country should also be carefully examined with a 
view to draw up a realistic production programme. 



CHAPTER II 

.RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY 
GOVERNMENT 

Recommendation (Serial No. 11) 

The Committee note that on 9th August, 1961, Government en-
tered into an agreement with International Bank of Construction 
and Development for a loan of Rs. 16.67 crores to meet the foreign 
exchange requirement for the import of machinery for the private 
sector coal industry. The private sector has import machinery worth: 
Rs. 14 crores against this credit. The Committee have also noted 
that the National Coal Development Corporation imported coal 

-mining equipment from Poland for the development for their new 
mine at Sudamdih the contract for which was signed on 7-5-1960. 
Further NCDC imported major portion of their equipment for their 
Washery Project as MAMC was not in a position to meet the deli-
·very Schedule." 

"The Committee feel that if MAMC was put up in time and if 
forethought had been given on the type of machinery required, pro-
bably the foreign currency spent on imports would have been saved 
and equipment required for the Mining Industry could have been 
manufactured in India." 

(Paragraphs 4.59 and 4.60) 

Reply of Government 

The observation has been noted. It should be stated that even 
with the best of planning, it would be difficult to avoid situations 
'Of this kind. 

[Ministry of Steel & Mines O. M. No. 7-126170-HEP dt. 29-5-72] 

Recommendation (Serial No. 18) 

The Committee regret that MAMC signed an agreement with the 
Polish firm for the pteparation of DPR for the Sudamidih Washery 
without first obtaining firm commitment from NCDC and it took the 
management more than a years to prefer claim against the former. 
"The Committee feel that undertaking of work without firm orders 
was a l'prious lapse on the part of concerned officers- As a result of 

31 
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this lapse the company has suffered a loss of Rs. 3,78,563 for which 
now they have raised a claim against NCDC. 

The Committee find that the is.sue rega!ding this claim has not 
been settled so far. They feel that Government should intervene 
and settle the case without fUrther delay. 

(Paragraphs 5.48 and 5.49). 

Reply of Govemme~t 

MAMC signed the contract with the Polish firm only after it was 
Cleared by Government after the necessary Inter-Departmental con-
sultations. The administrative Ministry concerned with the NCne 
was fully in the picture and it was only a matter of time for a formal 
order to be placed on MAMC for the coal washery. However, in 
view of the sh~p drop in the demand for coal, NCDC deferred the 
installation of the coal washery. 

NCDC agreed on 19th July, 1970 to reimburse MAMC to the ex-
tent of Rs. 2.52 lakhs on the cost of the project Report prepared by 
Mis. Centrozap. The payment was actually made on 26th March, 
1971. In regard to the balance expenditure of RI. 1,26,.563 incurred 
by MAMC on' the deputation of POlish Experts and the training of 
Indian Officials for the purpose of the Project, the questt(jn of re-
imbursement of the amount by NOne to MAMC was taken up with 
the erstwhile Ministry of Petroleum and Chemicbls and Mines and 
Metals (Deptt. of Mines and Metals), but that Ministry did \.ot 
accept the claim. '1'heir argument is that NCDC's programme dur-
ing the Third Plan period was severely upset by the fall in coal 
demand anticipated for Steel Plants and Power Houses. It will be 
unfair for them to meet the expenditure on Polish Experts and 
training of Indian personnels and MAMC had derived a permanent 
benefit from the training of their personnel. It has n()t been con-
Sidered worthwhile to pursue this case further. 

[Ministry of Steel and Mines, Deptt. of Steel O.M. No. 7-58170HEP, 
dated 11-8-1971] 

Rec:ommendation (Serial No. 22) 

"The Committee recommend that all the items of stores should 
be thoroughly verified in a year so that assessment of surplus !."tores 
could be made within a reasonable time. They regret to note that 
the stocks of stores and spares are very high and these have been 
increasing year to year. The stock at the end of the years 1967-68' 
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and 1968-69 represented 28 months' and 44 months' cOlllumption re-
quirement which was abnormally high." 

(Paragraph 7.7) 

Reply of Government 

Noted. A standing order has since been issued by the company 
to ensure that annual verification of stores is conducted with a view 
to locating non-movinglslow moving items which could be declared 
surplus for eventual disposal. A quarterly report on inventory 
position is being submitted to Government, besides special report to 
the Board. A survey Committee constituted in 1967 is functioning 
to locate and recommend disposal of surplus stores. 

[Ministry of Steel and Mines, Department of Steel, O.M. No. 7-
131170-HEP, dated 11-8-1971] 

Recommendation (Serial No. 23) 

The Committee are unhappy to note that despite the recommen-
dations of the Estimates Committee in 1963-64 no effort has been 
made by the Corporation to streamline its purchase and procurement 
procedures for the reduction of inventories· The Committee are 
compelJed to observe that the management has not treated the re-
commendations of the Estimates Committee with the attention they 
deserve. The deficiencies pointed out by the Company's Auditors 
clearly indicate that inventory control has not receiVed the due 
attention of the management. 

(Paragraph 7.10 and 7.11) . 

• ply of Government 

The Company was aware of. the p:robeidural sborteomings in regard 
to material management and had undertaken a special review of 
the relevant issues involved. Pursuant to the above, some key areas 
of material management were covered by issue of comprehensive 
procedure orders. 

-
The activity of the material management department in all its 

aspect was subjected to a special study by an outside consultancy 
firm of repute, A. R. Palit & Co. in 1969-7{l and in the light of their 
recommendations, suitable remedial measures have been adopted with 
a view to further streamlining the functioning of this department. 
A comprehensive and self-contained material Management Manual 
is now under compilation incorporating the procedure orders issued" 
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from time to time. The recommendations of consultancy firm are 
also being kept in view in compiling the said manual. 

[Ministry of Steel and Mines, Deptt. of Steel, O.M. No. 7-13217Q-
HEP, dated, the 11th August, 1971]. 

Recommendation (Serial No. 25) 

The Committee are surprised to note the unusual terms contained 
in item 26 of the minutes of diSCUSSion wherein it is stated that the 
collaborator can start the manufacture of spares and equipment 
before signing the contra.ct for their supply as a consequent of 
which MAMC has been saddled with unwanted spares and stores 
valued at Rs. 14.43 lakhs· The Committee strongly urge that the 
implications for such an extraordinary provision be re-examined to 
avoid difficulties in future. 

(Paragraph 7.22). 

Reply of Government 

Implications of the proviSions made in item 26 of tbe minutes 
of discussion held in Moscow in August, 1965 were examined. PlU'-
suant to such examination, the suppliers viz., Mis. Prommash export 
of Moscow were informed in July, 1967 that a normal commercial 
system should be followed by which quotations and delivery dates 
should be submitted by the supplier against enquiries of MAMC and 
formal contracts would be signed only when quotations and delivery 
dates were found acceptable. All purchases from USSR are now 
being made on completion of all commercial formalities. 

[Ministry of Steel and Mines, Deptt. of Steel, O.M. No. 7-133170-
HEP,' dated the 8th September, 1971]. 

Recommendation (Serial No. 31) 

The Committee are disappointed to find that during the financial 
year 1968-69 the total stores declared surplus amounted to Rs. 55 

. lakhs out of which stores worth Rs. 35.37 lakhs were disposed of, in 
the process of which a net loss of Rs. 1.29 lakhs was suffered. 
Further as on 31st March, 1969 surplus stores worth Rs. 20 lakhs-
Rs. 6 lakhs of construction stores and Rs· 14 lakhs of raw material 
and spares, were lying with the company. As pointed out by the 
Company auditors the disposal of surplus stores was not done time-
ly and required improvement. The Committee recommend that 
immediate review of surplus stores should be carried out followed 
by periodical reviews and the surplus stock should be' disposed off. 
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The Committee regret to note that the company have incurred 
huge losses in the disposal of surplus stores. They were rather in-
trigued to find that even materials like G.I. Pipes which are in short 
supply in the country have been disposed off at a loss of Rs. 1.16 
lakhs. 

I .i 
(Paragraphs Nos. 7.56 and 7.57). 

Reply of Govemment 

A Survey Committee has been constituted by the Company to 
make periodical reviews of stores to find out surplus items for dis-
posal. Survey of surplus stores and disposal thereof is now a 
c:ontinuous process and substantial reduction in inventories has been 
E~ffected as a consequence. The present position of ~tores with sur-
plus items already· located and disposals made is as under: 

Disposal of Surplus Stores during 1969-70: 

1. Total value of Stores as on 1st April, 1969-Rs. 4,00,25,000. 
2. Total value of Stores declared surplus 

as per Book Value-Rs. 20,17,687. 
3. Value of Stores disposed of during the year-Rs. 11,15,603-
4. ProfitlLoss incurred-Rs. 13,978. 
5. Value of Surplus stores to be disposed of (2-3)-Rs. 9,02,084. 
6. Total value of stores on 31st March, 1970-Rs. 3,79,00,000. 

As regards slow moving and non-moving items of stores and 
spares, the major portion of these items constitutes spare parts of 
imported machines. These were recommended by the Soviet ex-
perts and agreed to by the company's engineers. The spares were 
recommended on the basis of production at full capacity as per the 
Detailed Project Report. These spares have to be procured along 
with the machines as otherwise after a few years when the ma:::hines 
are likely to be outdated, the spares T.'" -:.y not be available ex-stock 
and higher prices may h:wc to be paid for the:n. Mor~over, the 
delay in procurement might have affected the production with con-
sequential financial 10.:;s. 

Most of the other slow moving items relate to construction 
stores which are not required for production purposes. These are 
liqUidated by selling to outside parties. The Company is now buy-
ing materials on the basis of firm sale orders and thereby maintain 
a close watch in keeping the inventories under control. 
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Disposal of surplus stores is made on the basis of open tenders 
and sold out at best prices offered by customers. Minimum reserve 
price is also fixed for such item and it is ensured that prices offered 
are not lower than such minimum reserved prices. In certain cases, 
however, depending upon the conditions of stores, possible demand 
in market and the related issues, even the best prices offered, happen 
to be lower than the book value and disposal of such stores becomes 
loss to the company. In the face of anticipated further fall in 
demand and further deterioration in condition of stores it becomes 
inadvisable to retain such stores. As regards the specific case of 
GJ. Pipes, referred to, the position is that after inspection of the 
physical condition of the pipes, the Committee empowered for their 
disposal was of the opinion that threaded ends of most of the pipes 
had become rusty and that further storage might lead to deteriora-
tion of the quality. Keeping this in view, it was decided to dispose 
of the GJ. Pipes as prices obtained through advertised tendersl 
negotiations, though found below the book rates, were almost in the 
province of the D.G.S. & D. rate contract prices. Further, considera-
tion was given to the fact of the blockage of capital on these surplusl 
non-moving items of stores and spares and the consequent loss of 
interest on the same. These pipes blocked a capital of Rs. 7 lakhs 
approximately and the losses on interest amounted to Rs. 60,000 per 
year. All the procedural formalities were duly complied with in 
concluding the deal. 

The Audit Board have advised that the date on which the Survey 
Committee was constituted by the Company may be indicated in 
the reply. The date is being ascerta;ined from the company and it 
will be intimated to the Committee soon. 

[Ministry of Steel and Mines, Deptt. of Steel O.M. No. 7-1391 70-
HEP, dated the 11th August, 1971]. 

:rurther Information Received from the Ministry 

The Survey Committee for disposal of Surplus stores was consti-
tuted on 17th March, 1971. 

[Ministry of Steel and Mines, Deptt. of Steel O.M. No. 7-139170-
HEP, dated 22nd August, 1971]. 

Reeommendation (Serial No. 31) 

The Committee feel that as soon as such gross irregularities came 
to the notme. of the management departmental enquiry should have 
been instituted and suitable action taken against corrupt· offtcials. 
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The Committee recommend that responsibility should be fixed in 
the I above two cases without any further delay. 

At the time of factual verification, the Ministry gave the follow-
ing information: 

"The Company has intiqlat~ that it checked up with the 
Central Bureau of Investigation and was informed that 
the departmental enquiries could be started after C.B.I. 
had completed its own preliminary enquiries." 

(Paragraph No. 7.61). 

Reply of Government 

The case is still under consideration of Central Vigilance Com-
mission. As advised by C.B.I., departmental proceedings should 
not be drawn up pending final advice from the C.B.I./Central 
Vigilance Commission. 

[Ministry of Steel and Mines (Deptt. of Steel) O.M. No. 7-140/70-
HEP, dated 11th August, 1971]. 

Further inionnation received frQlll the MiaUtry 

It has since been reported by MAMC that the Central Vigilance 
Commission to which the case was referred to by the C.B.I. Calcutta, 
have advised that action as far a minor penalty be initiated against 
the concerned ofticer. Departmental proceedings have since been 
installed by MAMC against the suspected officers. 

[Ministry of Steel alid Mines (Department of Steel) O.M. No. 7-
140/70-HEP, dated 14th· September, 1970]. 

Reeomaleadation (Serial No. 34) 

The Committee have noted with great concern that between 1965-
-66 and 1968-69 there wer.e 138 cases of theft whicl1 were reported to 
the police involving theft of the value of Rs. 2,7a,761. Against this 
loss, property worth &s. 71.955 was recovered and the loss of 
Rs. 1,49,119 had to be wr~tten off. Those were the cases which were 
reported to the police. The Committee are afraid that there may be 
more cases of theft which have not been 4etected.. 

The Committee regret to note that there had been so many cases 
0:' theft in the Corporation. That shows that the Company had not 
ensured proper security measure to safeguard its property. There 
.\\ ere only 12 cases where departmental inquiries were held in which 
elnployees were involved. The Committee feel that in all the cases 
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of theft there aught to have been departmental investigations/and 
stem action should have been taken against those who were found 
guilty and who were held responsible for dereliction of duty. 

(Paragraph Nos. 7.70 and 7.71). 

Reply of Government 

All cases of theft are reported to the Police by the Company. 
Security measures have been adequately strengthened to prevent 
thefts and pilferages. Contacts are also maintained with local Police 
to expedite investigations of pending cases. 

[Ministry of Steel and Mines (Deptt. of Steel), a.M. No. 7-142/70-
HEP, dated 11th August, 1971]. 

Further Information called for by the Committee 

In para 7.71 of the Report the Committee inter-alia observed as 
:follows:-

"The Committee feel that in all the cases of theft there ought 
to have been departmental investigations and stern action 
should have been taken against those who were found 
guilty and who were held responsible for dereliction of 
duty." 

What are the comments of the Ministry to the above observation 
of the Committee? 

[Lok Sabha Sectt., a·M. No. 23-PU/70, dated 24th May, 1972]-

Beply of Government 

It is agreed that as far as pOSSible, departmental investigations 
should have been taken uP' against those involved in cases of theft. 
MAMC have reported that departmental investigations are conduct-
ed in all cases of theft, pilferage etc., even concurrently in respect 
of the cases which are tried in the courts. In cases of proved offence 
or misconduct, punishment is awarded as a matter of rule. 

[Ministry of Steel and Mines, Deptt. of Steel, O.M. No. 20-42/72-
HEP, dated 19th June, 1972]. 

Retommendation ($erial No. 37) 

The Committee regret that the Corporation did not have any 
manual for internal audit and the accounting manual. There also' 
did not exist proper budgetary control. 

(Paragraph 8.20). 
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Reply of GoverDDleDt 

An internal audit manual has since been compiled and is await-
ing consideration and approval of the Board of Directors of the 
Company. Compilation of accounting manual is in progress and is 
nearing completion. 

A manual for budgetary control is also now under compilation. 
Though the budgetary control in the past was not as thorough as 
it could have been, it is being gradually improved in the light of 
experience and instructions issued by various authorities. 

[Ministry of Steel and Mines (De.ptt. of Steel) O.M. No. 7-123/70-
HEP, dated the 8th November. 1971]. 

Further information called for by the Committee 

(a) Whether the internal audit manual has since been approved 
by the Board of Directors? 

(b) Whether the compilation of accounting manual has since been 
completed? 

(c) Whether the compilation of a manual for Budgetory Control 
has since been rompleted? . 

[Lak Sabha Secretariat D.O. letter No. 23-PU/70, dated 22-12-1971]. 

Reply of Government 

(a) Internal audit manual was approved by the Board of Directors 
at its meeting on 24.2.1971. (b) and (c) Accounting manual and the 
manual for budge tory Control have not been compiled as yet. Review 
of the entire system of accounting is under progress. A revised system 
of accounting with rationalised pccount heads will be introduced from 
1st April, 1972. After the account heads are rationalised and de-
partmental budgets are prepred the accounting and budgetory manual 
will be prepared. 

[Ministry of Steel and Mines (Deptt. of Steel) D.O. No. 7-27170 HEP 
dated 19-2-1972J. 

Further Information called for by the Committee 

Whether the accounting manual for budgetary control have since 
been completed and if not, what is the latest position in this regard? 

[Lok Sabha Secretariat O.M. No. 23-PU /72, dated 24th May, 1972]. 
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Reply of GovemQlell*. 

Review of the entire accounting system is under progress to suit 
necessary mechanisation and expansion and expanded activities of 
the Plant. Also a revised and detailed master chart of accounts is 
under implementation. 

A departmental budgeting system has recently been introduced. 
, After study of its operation and effectiveness the manual would be 

finalised. 

[Ministry of Steel and Mines (Deptt. of Steel) O.M. No. 20-42f72-HEP 
dated 19-6-1972]. 

Recommendation (Serial No. 41) 

"The Committee have noted with regret that the voluntary retire-
ment scheme introduced by the Corporation was not only ill-conceived 
but was given effect to in a manner which has proved detrimental to 
the interest of the company instead 'Of proving to be beneficial. The 
Committee feel that first the Corporation ought to have determined 
and identified the surplus staff in each category and then alone such 
a voluntary retirement scheme ought to have been introduced." 

(Paragraph 9.20) 

Reply of Govemment 

The posts which fell vacant as a result of the release of personnel 
under the voluntary retirement scheme, were abolished and new in-
cumbents were not brought in as replacement. It has been estimated 
that a sum of Rs. 48,000 had to be paid by the Company as compen-
sation under the scheme while a saving of Rs. 1,09,749 per annum re-
presenting the pay, allowances etc. of the personnel so released under 
the scheme could be effected. In view of this, it could not be said 
that the scheme proved detrimental to the interests of the company. 

The voluntary retirement scheme was withdrawn on 1-1-1968. A 
few of the resultant vacancies had to be ftlled in partly in December, 
1969 and partly in August, 1970 in the context of increasing work-
load. It has to be borne in mind that with the increasing activity of 
the company, requirement of personnel also increased. However, the 
total number of persons employed which stood at 6,471 at the time of 
abolition of voluntary retirement ~cheme decreased to 5,394 as on 
31.3.1971. The comments of the Committee have, however, been 
noted for guidance. 
[Ministry of Steel & Mines (Deptt. of. Steel) O.M. No. 7-127/70-HEP, 

da,ted the 18th November, 1971]. 
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Recommendation (&ria,l No. 42) 

. Th~ Committee find that qualified engineers have -been pl~ced in 
s.ltuations where knowledge acquired by them in training is not b~g 
properly utilised. T~e Committee feel that the Management shoul. 
have made a syste~atic survey and efforts should have been made 
to place the right man in the right place. 

(Paragraph No. 9.22) 

Reply of Governnlent 

Every effort is made to ensure that engineers, especially those 
trained abroad, are utilised in their field of specialisation. The posi-
tion is reviewed from time to time. Exceptions sometimes become 
necessary to suit official exigencies and in the light of the perfor-
mance of the officers. 

[Ministry of Steel & Mines, Deptt. of Steel, O.M. No. 7-145170-HEP 
dated 11-8-1971]. 

Recommendation (Serial No. 43) 

The Committee note that the management have taken steps tG 
'solve the basic problem of labour relations. The production in tM 
Plant cannot improve unless labour do not feel their active partici-
pation and put their zeal in the work. The Committee recommend 
that the management should set up a permanent body to keep a 
·constant watch on the labour relations in the company. 

(Paragraph No.9. 27) 

RepJy ~f Government 

With a view of maintain proper relationship with labour, the com-
pany has developed grievances' machinery, salient features of whick 
are indicated below: 

Grievances are discussed at the shop level by representatives of 
Personnel Department with workmen in consultation with the shop 
superintendent or other supervisors. In case of their failure to settle, 
the matter is referred to the Production Manager and Personnel 
Manager and it is at this level that most of the grievances are settled. 
Important issues with wide implications are generally referred to the 

:lOO9 L.S.--4· 
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top management for decision, failing which matter is taken far COD-
ciliation under the Industrial Disputes Act. Such cases are, however. 
rather few. 

Besides, a works committee, with representatives of labour aDd. 
management has also been constituted to consider and reconunead. 
important matters with which labour is concerned. 

[Ministry of ~teel and Mines Deptt. of Steel, O.M. No. 20-42J72-HEP 
dated 11-8-1971]. 



CHAPTER III 

RECOMMENDATIONS WHICH THE COMMITTEE DO NOT 
DESffiE TO PURSUE IN VIEW OF GOVERNMENT'S REPLIES 

Recommendation (Serial No .. 8) 

The Ministry on the basis of the first estimates that is 60 M. 
Tonnes in 1960 and 100 M. Tons by 1965, got a project report pre-
pared by the Team of Soviet Experts and on that basis the annual 
requirement for the mining machinery were placed at 30,000 tonnes 
per annum. This feasibility report for the production of 30,000 
tonnes per annul of mining machinery as given by the Soviet Team 
was accepted by the Govt. on the 14th December, 1957 and Govern-
ment placed the final orders on the Soviet organisation to prepare 
the Detailed Project Report for a capacity of 30~'O00 tonnes. This De-
tailed Project Report was received by the Government on 23rd April, 
1959 and contract for the supply of machinery and equipment was 
signed on 12th March, 1960. In April, 1960 i.e. just after about one 
month after Signing the contract Government thought it wise to ac-
cept the revised targets for coal production of 135 M. Tonnes and 
180 to 200 M. Tonnes for the Fourth and Fifth Five Year Plans. Ac-
cordingly, they signed a contract for the revised project report and 
working drawings for 45,000 tonnes capacity on 12th December, 1OO(}. 
The contract for machinery and equipment for 45,000 tonnes capacity 
was signed on the 30th July, 1962. 

Thus the previous project report and the contract signed on 12.th 
March, 1960 became redundant and all efforts made on that became 
infructuous and as a consequence the whole project report and its 
implementation was delayed. The delay in the construction and com-
missioning of Project also resulted in the increase in the cost of the 
Project. This was adversely commented upon by the Estimates 
Committee in their 51st Report (1963-64) wherein they have strongly 
criticised this revision of the contract at so late a stage. 



The Committee {egret to note that the Ministry failed to profit by 
the criticism and the advice of the Estimates Committee contained in 
their 51st Report. On the other hand they have justified their action 
and have not cared to examine the appropriateness of the revision 
of the capacity in the light of the recommendation of the Parlia-
mentary Committee. It has now been proved·that the assessment of 
Government that no delay would OCCUl' as a result of the revision 
has been proved wrong. The Committee strongly feel that if Govt. 
had implemented the recommendations of the Estimates Committee 
and reviewed the rated capacity of this project, it would have been 
rescued froth meetftig such a fate. The Committee regret that the 
Ministry t:faIletJ to ithplement the repeated recommendations of the 
:Parliamentary FimUicial Committee. 

(Paragraph 4.15-4.17) 

Reply of Government 

On the basis· of the DPR for 3OJOOO tonnes which was accepted in 
OCtober, 1959, order was placed with the Collaborators on 1st Febru-
ary, 1960 fol' preparation 'Of Working Drawings. The delivery sche-
dule stipulated in this contract indicates that the construction draw-
ings were to be supplied within the perioo from May, 1960 to April, 
1962, at a cost of Rs. 51.510 lakhs (pre-devaluation). Contract for Plant 
and equipment for 30,000 tonnes was concluded on 12.3.1960 at a cost 
of Rs. 7510 lakhs (Pre-devaluation). "-

In April, 1960, the decision was taken to expand the capaCity of 
the Project to 40,000 tonnes and accordingly a revised contract was 
concluded on 12.12.1960 for preparation of Project Report and Work-
ing Drawings for 45,000 tonnes. 

It may, however, be stated that the previous Project Report and 
the contract signed on 12.3.1960 for 30,000 tonnes did not become rE"-
dundant nor did efforts made on these infrustious in view of the 
following reasons: 

1. The Project R~port for expansion of the ProjeCt to 45,000 tonnes 
as also working Drawings, was prepared by the collaborators in the 
form of an Addendum to the Original Report. In the Memorandum 
of Instructions finalised for preparation of Project Report for 45,000 
tonnes as also in the Contract signed on 12th December, 1960, it was 
clearly stipulated that design documentation will be carried out by 
the supplier on the basis of: 

(a) Detailed Project Report for the Project prepared for 30,000 
tonnes. . 
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(0) Memorandum of Instruction for 30,000 tonnes. 

(c) The conditions of electric power supply, gas wat~, sewer-
age etc. are to be taken in accordnce with approved DPR 
for 30,000 tonnes with necessary modifications. 

(d) The conditions of receiving semi-finished goods and arti-
cles from outside as complem.entry items are to be taken 
as the same as provided in DPR for 30,000 tonnes. 

2. There was no change in the delivery schedule in regard to sub-
mission of working drawings by the supplier even for 45,000 tonnes 
as per contract signed on 12.12.1960 for the delivery schedule stipu-
lated from 30,000 tonnes. 

3. Possible delay in the supply of revised working drawings for 
45,0~3 tonnes was avoided by incorporating a provision in the contract 
signed on 12.12.1960 that simultaneously with the preparation of the 
Addendum to the DPR for expansion of the capacity of the CMMP 
from 30,000 upto 45,0011 tonnes of machinery articles per annum, the 
supplier will prepare the Working Drawings for establishment of the 
Plant to the capacity of 45,000 tonnes of machinery articles per annum. 

4. A sum of Rs. 613.90 lakhs was required to be paid to the collabo-
rators as aoost of preparing addendum to DPR and working drawing 
for expansion of the plant to 45,000 tonnes as against the original cost 
of Rs. 86 lakhs (51.50 lakhs -f-- Rs. 34.50 lakhs) for working draw-

ing and DPR for 30,000 tonnes respectively. 

It may be stated, however, that payment for working drawing for 
310,000 tonnes amounting to Rs. 51.50 lakhs was not required to be 
made at all due to timely negotiation made with the collaborators for 
revision of capacity. Similarly for Plant and Euipment also an addi-
tional amount of Rs. 22~ lakhs (Pre-devaluation) was to be paid due 
to revision in plant capacity in "addition to Rs. 751.49 lakhs (pre-de-
valuation) paid for 30,000 tonnes. Substantial economy was~o .e-
cured on the cost of equipment in increasing the cap~city of the 
plant by 50 per cent. 
[Ministry of Steel and Mines (Deptt. of Steel) O·M. No. 7-155/70-

HEP, dated the lltm. August, 1971]-
Further Information called for by the Committee 

" ' 

How far the delay i~ th,e ~OJlstruction and commissionblg of the 
project was due to the l'evisiQnin the clij)acityand to what extent 
such delay resultEld in i.u.~rease in the cost oftbe project? 

[Lok Sabha Secretariat, O.M. No. 23-PU/70, dated 24th May, 1972]. 



46 

Reply of Government 

Since the construction work started in 1960-61 and the contract 
for increased capacity of 45JOOO tons was also signed in 1960, further 
constructions and commissioning work of the project were done on 
the basis of increased capacity. As such, there was no delay in the 
construction and commissioning of the project due to revision in the 
capacity of the plant. Consequently. there was also no increase in 
the cost of the Project. 

[Ministry of Steel and Mines (Department of Steel) O.M. No. 
24142172-HEP dated 19.6.72]. 

Recommendation (Serial No. 10) 

The Committee express their deep concern over the huge losses 
suffered by the Corporation as a result of gradually scaling down the 
build-up capacity and non-attainment of the capacity of production. 
The built-up rate was scaled down because of lack of demand of the 
coal mining equipment for which the plant was mainly set up and 
also because the 'specification of the requirement' according to the 
demands of the customers differed appreciably from those laid down 
in the Detailed Project Report. 

The Committee note with great regret that the Ministry decided 
to go ahead with this project only on the basis of the feasibility and 
the Detailed Proj ect Reports made by the foreign experts without 
having them examined by the Team of Indian experts. It was left 
to the foreign experts to suggest as to what would be the annual re-
qUirements for mining machinery for mechanisation and replace-
ments of the exi<::ting machinery in use in the collieries by 1975-80. 

It has come to evidence that the mechanisation to the extent en-
visaged in the Soviet Team assessment would never come about. The 
replacement of the labour in the mining industry by highly mecha-
nising the mines may not also be conducive from the employment 
angle. Therefore, it appears that the whole assessment of the annual 
requirement of the main mining machinery either at 30,000 tonnes 
or 45,000 has proved to be grossly erroneous. 

It was only in the year 1968 that the working group for mining 
and drilling eqUipment, set up by the Ministry of Industrial Deve-
lopment and Company Affairs assessed that the requirement of min-
ing equipment during the Fourth Plan period would be only 2820 
tonnes. The Committee feel that this tragedy of Qverassessing the 
requirement for coal mining machinery about 15 times the actual 
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requirement could have been avoided if the Ministry had thought it 
..wiSe to get the assessment made by the foreign experts checked. up 
,by an Indian Team. 

The Committee further deprecate that the Ministry were not even 
-woken up in the year 1968 to' do something drastic about this pro· 
jed after findings of the Working Group were known. 

The Committee have further noted that most of the existing equip· 
ment in use in the coal mining is of the Western design and that they 
bad not much experience of the use of the Soviet design equipment. 
Therefore, they were reluctant to use the new type of machinery 
that was planned to be produced in this Project. About 20 per cent 
·capacity of the Plant was meant for the manufacture of a particular 
type of belt conveyors, of the weight of 17.42 tonnes for which there 
was no demand in the country. Therefore, MAMC had to design 
new types of belt conveyors with different sizes and weight which 
.are in use in this country. Because, these new types of conveyors 
were widely different from the speCifications of the standard conve· 
yors in the DPR. MAMC had to put in a lot of effort in the technical 
preparations before the required types of conveyors belts could be 
produced. Again the Company had to produce long-wall-cum-short-
:wall coal cutting machines of U. K. design which were in actual use 
in this country but MAMC was not equipped to produce the same. 
Thus on one hand coal in.dustry was starved of these equipment I 
spares and OIl the other hand MAMC, which was meant primarily to 
meet the needs of the collieries, was not in a position to supply the 
required equipment and spares. 

As some of the machinery to be produced by this project can never 
be used. for replacement purposes the Company is negotiating with 
-the Western Countries to produce equipment and spares required by 
the collieries in India. 

The Committee feel that. what MAMC is doing now at this lllte 
stage to get the designs of the manufacture of such equipments from 
the Western Countries, ought to have been done well in time either 
in late 50's or early 60's. The Committee, therefore, conclude that 
this project has come to this grief only because of lack of proper 
forethought and planning at early stages. 

(Par graphs 4.44 to 4.51) 

Reply of Government 

A team of Engineers was deputed to USSR in early 1959 to partici. 
-pate and discuss with the concerned Soviet Institute in the prepara-
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tion of the :Detailed Project Report for the 90al Mining Mchinery 
Project of capacity of 30,000 tonnes a year. The DPR was submitted 
by the Soviet Agency in April, 1959 and immediately thereafter a 
Committee of Experts was appointed to cOnsider and examine the-
DPR and to submit itsrecommendatiom. The composition of the--
Committee of Experts was as tinder:-

1. Shri K. N. A. Subbaraman, Chief Engineer, Hindustan 
Steel Limited, Bhilai Steel Project. 

2. Shri S. K. Kanjilal, Chief Engineer, Durgapur Industries-
Board. 

3. Shri A. K. Ghosh, Supdt. Engineer (Elect.) Durgapur In-
dustries Board. 

4. Shri B. D. Kalelkar, Sr. Industrial Adviser, Mlnistry of 
Commerce & Industry, New Delhi. 

5. Shri A. B. Guha, Mining Adviser. Ministry of Steel, Mines 
& Fuel, New Delhi. 

6. Dr. J. W. Whitaker, Director, Central Mining Research, 
Institute, Dhanbad. 

7. Shri S. N. Sahgal, Chief Engineer, NCDC Limited, Ranchi. 

8. Shri N. G. Chhkravarthi, Works Manager, Foundry Divi-
sion, TELCO. 

9. Dr. Chatterjee, Superintendent, Metal & Steel Factory. Icha-
pur. 

110. Shri A. N. Lahiri (Convener). 

The DPR was finally accepted on the recommendation of the Com-
mittee of Experts noted above. 

The addendum to the DPR for expanding the capacity to 45,000 
tonnes a year was also exmined by a group of Engineers in the light 
of recommendations of the team of engineers who were deputed to 
USSR earlier. Recommendations made by the Committee of Experts 
set up for examination of DPR for 30,000 tonnes were also kept in 
view. Matters arising out of this scrutiny were initially taken up 
through correspondence with MIs. Prommashexport Moscow and 
later discussed in detail with the Vice-President of MIs. Promash-
export who came to India specially for this purpose· Based on the 
detailed study and the discussions with Mr. Bebenin, Vice-President 
of MIs. Prommashexport a memorandum of acceptan~e o~ the Adden-
dUm to the DPR for 45.000 tonnes was ultimately prepared and ap--
proved. 
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The scope ot Proj'ect and the items of production incorporated in, 
the Addendum to Detailed Project Report for 45,000 tonnes was 
finalised in accordance with the decisions arrived at in a meeting 
held in New Delhi in April, 1960 between officials of the Ministries 
of Commerce & Industry, Steel Mines & Fuels, representatives of 
NCDC and Private Sector Coal Industry and the Soviet Team of 
SpeCialists. 

In view of the position 'xplained above, it would not be cor-
rect to suggest that 'it was left to the foreign experts to suggest as 
to what would be the annual requirements for mining machinery.' 

The plant capacity was finally decided in 1960 based on the ac-
cepted norms of mechanisation required for a given output of coal, 
as assessed in 1959-60 by the different concerned agencies/Depart-
ments viz. Planning Commission, Department of Mines, Metals, 
& Fuels, Coal Controlller etc. 

Assessment of the Soviet Team was made on the basis of rele-
vant data furnished by the concerned Departments in India and 
these related to (a) EXisting mines, (b) New Mines to be opened 
during 2nd and 3rd Five Year Plan period, (c) output of coal per 
man-shift to be achieved, (d) degree of mechanisation proposed 
to be achieved etc. All these information and statistics were sub-
mitted to the Soviet Team based on the Coal raising targets planned 
during the successive Plan periods. 

That the assessment has proved to be unrealistic now can be 
appreciated from the basic fact that against the original projected 
coal raising target in 1970-71 for 180-200 million tonnes, the cur-
rent estima.te is only 82 million tonnes. 

The assessments made by. the foreign experts were examined 
by Indian Teams. The over assessment of the requirements for 
coal mining machinery has been due not to any wrong assessment; 
requirement of mining machinery but due to projected coal targets 
made in 1959-60 not having been realised. 

It is a fact that a substantial portion of the existing equipment 
in use in coal mines is of the Western Design and that demand for 
spares for such equipment could not always be met by MAMC in 
view of the fact that (a> demand was for very small quantity for 
each item which proved un~on~mical to be taken in MAMC and 
(b) equipment in use in mines being of various types demand for 
spares was also mostly tailor-made and non-repetitive in nature (c) 
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Design Drawing and technology were not always available and 
these had to be developed. 

It should be noted however, that it is not the existence of 
-equipment of Western Design that has acted solely as the inhibit-
ing factor for the collieries to place orders on MAMC for new eqUip-
ment of Soviet Design. The principal reasons for abnormal fall in 
demand has been due to the fact that mining eqUipment, irrespec-
tive of whether they are of Western or Soviet design, were not 
really required by the Coal industry due to sharp fall in the demand 
for coal and general recession in the country due to which pro-
grammes for opening new mines or for modernisation of existing 
mines were not taken up by industry. The industry was not in a 
position to go in for substantial capital investment in the face of 
fall in demand of these products. MAMC'S major customers 
were supposed to be Public Sector Organisation like 
MIs. NCDC and Mis. 5ingareni Collieries and requirements 
of these two organisations during the 4th and successive 
plan periods were to take account of the major share of MAMC's 
products. The requirements did not, however, meterialise for rea-
sons not connected with the design of equipment which were to be 
manufactured by MAMC. 

It is not the fact that because mining machinery of Soviet design 
, cannot replace the existing equipments operating in In,dian coal 
mines that MAMC is negotiating with Western countries to pur-
chase e<luipment of the right type. There is no bar in mining 
equipment of Soviet design being put to use in Indian mines in 
replacement of coal mining equipment of Western design. As a 
matter of fact, a number of miscellaneous mining equipment of 
-Soviet designs have replaced the old mining eqUipment of Western 
resign, such as, Conveyors, Pumps, Booster Fans etc. 

MAMC is now negotiating with Western countries for design 
documentations for various equipment (including non-mmmg 
equipment). As a result of the programme of diversification 
-adopted by the Corporation which includes manufacture of mis-
cellaneous mining equipment not included in the D.P.R. 

It is also not the fact that because MAMC could not replace 
- equipment of Western design by those of Soviet design that there 
.is no demand of such equipment. Had there been demand for 
mining equipment Indian colliery industry would have acceptecl 

._ mining equipment of Soviet design. 
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MAMC has been negotiating for the manufacture of certain min-
ing equipment with Western countries as far back as 1962-63. This 
was for manufacture of Short Wall Coal Cutting Machine with 'the 
firm in UK as Soviet Collaborators did not use this type of machine 
.in their coal industries. Subsequently, MAMC had negotiated with 
a few firms in UK for the manufacture of Hydraulic Props which 
were not included in the range of products to be manufactured 
:under DPR. This was under the programme of diversification. 
Similarly, negotiations are on for the manufacture of Snorer type 
hce Pump and Long wall cum Short WaJl Coal cutting Machine. 

In consideration of the above facts, it would; be seen that ade-
.quate planning and forethought was made prior to setting up of 
the plan as are normally required. Due to certain circumstances 
beyond the control of the Project coupled with the general econo-
mic recession in the country which would not be foreseen in early 
1960s, the plant is facing difficulties in regard to manufacture and 
suppiy of mining equipment. The shortfall is not due to equip-
ment of Soviet design. 

It may be pointed out that the Report of the Working Group 
was not a final document. The Report of the Working Group was 
submitted to the Planning Group on Machinery Industries consti-
tuted by the Ministry of Industrial Development to report on the 
equipment for machinery industries required during the fourth 
plan period. The report of the working Group was to be considered 
by the Planning Group and the Report of the planning groups was 
in turn, to be submitted to the Planning Commission for considera-
tion. Till the Fourth Plan was fina.lly approved, MAMC could not 
definitely know what would be the expected orders on tbe company 
for the items of coal machinety included in its production pro-
gramme. Unless an assessment in regard to this was made, it 
would not be possible to plan clearly for diversification of produc-
tion. However, continuous efforts were made to diversify the pro-
duction of the company in the best possible manner and after consi-
deration a Technical Committee was constituted by the Company 
to examine this question in all its respects. The Report of the 
Committee has since been received and a considerable amount of 
diversification of production has in fact already been made. 

[Ministry .of Steel & Mines, (Department of Steel) O·M. No. 7-148/ 
70-HEP, dated 11th August, 1971]. 
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Further iDformation called for by the Ccumnittee. 

(a) Please state the names with designation of the group of 
engineers w bo eumined the addendum to the DPR for expanding 
the capacity to 45,000 tonnes a year. 

(b) Whether the engineers were deputed by the Government or 
by the Corporation to examine the addendum? 

(c) Please furnish a copy of the report submitted by the group 
of engineers. 

(d) What are the comments of the Ministry to the observation 
of the Committee on Public Undertakings contained in Para 4.49 
of the 65th Report? 

(e) It has been stated that the Report of the working Group was 
not a final document. At what time MAMC came to know defini-
tely as to what would be the expected orders on tl-)e Company for 
the items of coal machinery included in its production programme? 

(f) Whether any comprehensive scheme for diversification of 
production has since been prepared and if so, what are the salient 
features of the scheme? 

(g) What specific action has been taken on the Report of the 
Technical Committee and what results have been achieved as a re-
sult of diversification of production? 

[Lok Sabha Secretariat OM No. 23-PUI70 dated 24th May, 
I. 1972]. 

Reply of GoverDment 

(a) The names and designations of the group engineers who 
examined the addendum to the DPR for expanding the capacity to 
45,000 tonnes a year are appended below:-

. (1) Shri M. M. Bose, Chief Engineer. 
(2) P. K. Bose, Civil Engineer (RCC). 
(3) Shri S. K. Dutta, Civil Engineer (Steel & Metal struc-

tures.) 
(4) Shri D. A. Nayar. Civil Engineer (Public Health). 
(5) Shri S. K. Basu, Electrical Engineer. 

(b) rile engineers were deputed by the Heavy Engineering 
Corpora.tion Limited. 

(c) A copy of the report submitted by the group of Engineers 
is inclosed. (As this document is bulky, it is not possible to make 
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~25 copies within the short time at disposal. The copy may be re-
turned to this Ministry after perusal. Copies for record will be 
sent later if required). 

(d) The Miniruy has no comments to offer in addition to those 
contained in the reply sent to the recommendation', relevant extr-
acts of which are reproduced below. 

It is Ii fact tha.t a substantial portion of the existing equipment 
-in use in coal mines is of the western design and that demand for 
,spares for such equipment could not always be met by MAMC in 
view of the fact that (a) demand was for very small quantity for 
each item which proved uneconomical to be taken in MAMC and 

;(b) equipment in use in mines being of various types demand for 
spares was also mostly tailor-made and non-repetitive in nature 
(c) Design Drawing and technology were not always available and 

these had to be developed. 

It should be noted, however, that it is not the existence of equip-
ment of Western Design that has acted solely as the inhibiting fac-
tor for the collieries to place orders on MAMC for new equipment 
of Soviet Design. The principal reasons for abnormal fall in de-
mand has been due to the fact that mining equipment, irrespective of 
whether they are of Western or Soviet design, were not really requir-
ed by the Coal Industry due to sharp fall in the demand fer coal 
. and general recession in the country due to which programmes 
for opening new mines or for modernisation of existing mines were 
not taken up by Industry. The Industry was not in a position to 
go in 'for substantial capital investment in the face of fall in de-
mand of these products. MAMC's major customers were supposed 
to be Public Secztor Organisations like Mis. NCDC and Mis. Singa-
reni Collieries an requirements of these two organisations during 
the 4th and Successive Plan. Period were to take account of the 
major share of MAMC's products. These requirements did not, 
however, materialise for reasons not connected with the design of 
equipment which were to be manufactured by MAMC. 

It is not the fact' that because mining machinery of Soviet de-
sign cannot repJacethe existing equipments operating in Indian 
coal mines that MAMC is negotiating with Western Countries to 
purchase equipment of the right type. There is no bar in mining 
equipment of Soviet design being put to use in Indian mines i'll ,re-
placement of coal mining equipment of Western design. As a 

. matter of fact, a number of miscellaneous mining equipment of 
Western design, such as, Conveyors,Pumps, Boostar Faris etc. 
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It is also not the fact that because MAMC could not replace 
equipment of Western design by those of Soviet design that there 
is not demand of such equipment. Had there been demand for 
mining equipment Indian Colliery Industry would have' accepted 
mining equipment of Soviet design. 

(e) It can be said that MAMC came to know of the orders likely 
to be placed in the company during the 4th Plan period, with any 
degree of accuracy, only during the deliberation of the Expp.rts 
Committee on diversification of production. The report of this Com-
mittee was considered in April, 1970 and the Committee considered 
as reasonable the assessment made by MAMC regarding the likely 
orders for mining equipment during the years 1970-71, 1971-72. 
1972-73 and 1973-74. 

(f) A comprehensive scheme of diversification has been prepared 
in the year 1970. An expert committee was constituted by the 
Chairman, MAMC. The members of the Committee were drawn 
from both Public and Private Sectors as also from the Government. 
The important items of diversification that were considered, are:-

(1) Equipments for bulk handling of raw materials for ports, 
power station etc., viz. Stacker, Reclaimer, Ship Loader,. 
Heavy Duty Conveyor, Berge Loader, Spreaker etc. 

(2) Casting and Forging of Railways. 
(3) Coal Washing Plant and Ore Beneficiation Plant. 
(4) Sand plants for Mines and Ash handling plants for Power-

Stations and Chemical Industries. 

(5) Heavy Duty Gear Box (upto 500 HP) and Fluid copling. 

(6) Front End Loader for Export to USSR & Medium duty 
Gear Box for Export to USSR. 

(7) Spares for Ropeways. 

(8) Forged neck flanges .for steel plants, Fertilizer and Che-
mical Industries. 

(g) The report of the Experts Committee on the diversification 
of products of MAMC was approved by the Board of Directors at 
its 34th meeting held on 27th July, 1970. 

In regard to the programme of diversification the Company hSS' 
already taken up work relating to bulk handling of equip-
ments of Haldia Port Project which is progressing satisfac-
torily. The Company has also undertaken supply of equipments like-
Stackers, Reclaimers, Ship loaders and conveyors to Madras and' 
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Mormugao Ports. A decision has also been taken to supply substan-
tial portion of the handling equipments required for the expansion 
programme of Visakhapatnam Port. Negotiations are being conduc-
ted to supply various types of handling equipments to the ports of 
Cochin, Tuticorin and Kandla. The Company has entered into colla-
boration agreement wiih Mis. Demag, West Germany for executing. 
the orders for bulk material handling equipments. 

The Company has also gone in for coal handling equipments at 
Power Plant. Salt Scrapers and special types of pumps have been. 
developed for the Fertilizer Projects. A decision has been taken to· 
develop special types of conveyors for chemicals require by the 
Fertilizer and other Chemical Plants. Other items of work such as, 
manufacture of components for Power Plants are being pursued.· 
A few new items of equipments which could constitute the standard 
products of the Company such as repeways, escalators etc. are being 
proposed to be taken up for manufacture. These proposals have been 
approved by the Board in principle. 

The Company has been negotiating with the USSR for the ex-
port of Gear Boxes and Excavators. Besides, the Company is in-
volved in collaboration with CMERI for development of 20 HP' 
Agricultural tractor. 

A review is also being undertaken to assess the profitability for 
different items included in. the diversification programme with a· 
view to selecting the items which are repetitive in nature and also· 
profitable. Against this background, it would be possible to provide 
sustained load to utilise the available capacity of the Plant to a· 
greater extent. 

[Ministry of Steel & Mines (Department of Steel) O.M. No. 20-42/ 
72-HEP, dated 19th June, 1972]. 

Recommendation (Serial No. 12) 

As against the rated capacity of 45,000 tonnes, the actual pro--
duction of the mining and the coal mining machinery and equipment 
in MAMC has been 

16000 tonnes in 1965-66 
3000 tonnes in 1966-67 

650 tonnes in 1967-68 and 
240 tonnes in 1968-69 
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It is clear that MAMC is not producing the m1N~g machinery 
and equipment for which this project was primarUy est~bli8bed at 
an investment of Rs. 50 crores. Because of the slackening demand. 
of mining equipment, MAMC had to resort to diversification. The 
Committee regret to note that the Management proceeded with the 
diversification of production in the Plant without any blue pri~t. 
'The future production programme has again been projected on the 
assumption that the Company would be successful in negotiating 
with the USSR for the export of wagons and also that its program-
me of manufacturing tractors will materialise about which Govern-
ment have failed to take any concrete decision. 

The Committee feel that MAMC has so far failed to produce a 
comprehensive and convincing scheme for diversification of its pro-
duction. The diversified items have been produced on the basis of 
an ad hoc scheme which was prepared' by the MAMC technicians 
themselves. It is hard for the Committee tp place any reliance or 
creditability for such diversification schemes prepared by the Com-
pany. The Committee, wanted to have the Report of diversification 
scheme for which a technical committee had been appointed. Al-
though during evidence the Managing Director promised that the 
Report would be available in January, 1970, it has not been fur-
nished to the Committee. Therefore, the Committee cannot place 
any reliance upon this diversification scheme. The Committee feel 
that Ministry should have appointed a wen qualified team of con-
sultants in order to make a correct assessment as to how best the 
idle capacity could be utilised in a commercial viable way. This 
ought to have been done at a very early stage when the Ministry 
came to know that the coal targets had been drastically revised and 
that the equipment and machinery for which the plant was design-
ed were not having ready market. 

Governm"nt have already put in nearly Rs, 50 crores and they 
are again going ahead with a diversification scheme without pro-
perly assessi'g and approving the estimates for the same. They 
have allowed the diversification scheme to proceed without know-
'ing what investment will be required to implement it properly. The 
economics of such .a scheme have not been w,()orked out. In such a 
situation, the Committ~e are unable to endorse the views of Gov-
ernment for making any further investment. 

It has been stated by the study team appointed by GoveJ,"nment 
that in the present pattern of production the plant could admit di-
versification upto 30 per cent only. Thus the lfeInBining '10 per cent 
,of the plant capacity will not admit and diversi!cat,Wn. ,~e Mini!'!-
;.iry have, therefore" to examine after proper technical study 
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~~eth~r o~l~. 30, ~:r c~p~t a~ t~e plfnt wl1i~b ean admit 
d~~erJ~ea,~o~~o~lH: ¥~5 t~e ov~~q:a~: f9r t~e ~tire ~lant· 
a~_d C?~Jif ~~,~ tpJS. ~l~~ a co~rc~a~Jy vi~l~ unit. 'Tlds' has: 'to· 
be eJtamlned because the demand of. co~. miIJtng macllinery' 'and 
equipment is not more than 3000 tons during the 4th Fiv~ Year P1an. 
The other factor that'\mu~ also'bE! kept·in·\rfuW£s:'that\1th~··ldWetsi
fication of production'does not lead or cause imf id.le :Hap~y:sorrie:. 
where else, either in the private or pubiicsect~r. It it' d&!f.'" it' *ilt 
injure. the national economY-arid create etitploYmEmt piOblehis sorlie.:.~ 
where else. . . , . ''',' .' ...... ':"\'.... . 'Ii." 

'r~.e C9~~t~~ were infJ)rme~ that. till 197~:-73, there will be 
another lo~ 'of B.S. 10 crores provided the production came up aeo: 
cbrdirii: to" th.~' a.riiicipah~d' 'sCheme" of things. The' Committee are 
convinced: t~i't ibe" way 'things are pro'ceedlng, MA-MC will never 
be able to produce 25,000 totities at Which };6lttt-6reilt ev"en' i$-"ex-
pected 'to be aehievEfd b~callt4!r "the' facto~s ! on:' whicrr' tnege aksfurtp~ 
tions have been made'lire quttc, Ullpredfctabltt Th'e 'CSnihUttee. fl'lert!-
fore, feel that the loS's in tHe yel:lrS to come tna'Y'btf m1i~h mo'retliih 
Rs, 10 ctores upto 1972:.73. It 'is diftlCttlt'tO ftli'ecast \\'h~t could ·'he· 
the loss'itl the absence· of' ahy properly drawti up' fe'4'sil)Jlity~:repon" 
and the lack of inbuilt ftexlbitity' for diversification in· ihls·' PHi-tit: 

. (Parag~aphs 4.17 to 4:82). 
" . .'::' ... \ ... 

Reply of Government 
~ '. . q '." 1 ," " '" , ,) •. 

Out ot a total production of 4099 tonnes (saleable output) during 
the year 1968-69, production of mining maChinery and' equipment 
was 16~8 tonnes and not 240 tonnes. The total p:nxluctional$o in· 
eluded a quantity of 599 tonnes of billets produced. for internal con.; \ 
sumption. To overcome the diffl.culties arising out of slackening of 
demand of each mining equipment, MAMC had to find out new 
items wtucb could be taken up for manufacture with minimum ad..; 
ditional capital investment and could be treated as 'allied' items 
from the point of view of plant facilities already established. Ac-
cordingly, diversification of production was thought of as early as 
1964. The first item that was considered and adopted was manufac-
t~re of equipment for coal washeries. Accordingly Call«boration 
Agreement was entered into with Mis. Centroza;p of Poland in 
1965 and thereafietwith Mis. Stamicarbon N. V. of Netherlands. 
This decision to' take up development arid manufacture of coal wash-
ing equipment in India was 'arrived at 'aft~r dEitiilled exarhin~tion 
by Government of all relevant factors in a series of inter-depart-
mental ~eet~ngs when repre;ientatives of Planning Com~ssio~, ',¥i-
nio;trles 'of Mines ~ 'M~tajs, Industry,f,inance and· concerned age"c-
.1' .. ',; • '~j"l"'~," , ,.~~., .... ~. '.' ~ . 

les w~re repJ;'esen~ea. . 
3009 LS-5, 
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The next important item that was taken up in the context of 
unutilised capacity of MAMC was the manufacture and supply of 
equipment for bulk handling 'Of raw materials at Haldia Port of 
the Calcutta Port Commissioners. 

Besides, the above two major items, miscellaneous orders for 
castings and forgings" spare parts, conveyors for Steel & Power 
Plants, structurals etc. not falling in line with these recommended 
in the DPR also to be accepted by MAMC even before an elaborate 
about perspective loading could be completed. This was done with 
a view to ensuring that MAMC could keep itself busy to the maxi-
mum extent possible. It was considered inexpedient that MAMC 
should wait to accept orders, till a detailed exercise for a blue print 
for diversification which is time consuming. was completed. 

However, an Experts' Committee, was constituted early in 1969 
to advise inter alia, which items should be taken up by MAMC un-
der its programme of diversification keeping in view all the rele-
vant factors. The members of the Committee were drawn both from-
Private and Public Sectors as also from Government. The said Com-
mittee has since submitted its report (copy enclosed). MAMC Board 
of Directors has examined the main recommendations of the Com-
mittee, and MAMC will now be required to go ahead with its pro-
gramme of diversification as recommended by the Committee. 

The Committee has recommended that MAMC should take up 
eight principal items under the programme of di'versification it has 
been estimated by the Committee that the new items will give an 
annual load of 9300 M. T. valued at Rs. 830 lakhs. The' items include 
(i) manufacture of components for Agricultural Tractor on which 
decision of Government has since been communicated. and (ii) ma-
nufacture of Gear Boxes and Front End Loaders for export to 
USSR. It may be mentioned here that negotiations between India-
and USSR over export of Wagons halVe failed and the two items 
at (ii) above were suggested by the Soviet Minister for Heavy 
Engineering. Mr. Zhigalin during his last visit to MAMC. It has been 
estimated that the two items for e.xport to USSR will provide a' 
load of 1300 M. T. valued at Rs. 130 lakhs per year. 

The Committee tried its best to finalise its report before January, 
1970 but due to certain developments which could not be foreseen 
earlier, it could submit its Report in April, 1970. 

The Experts' Committee on diversification has estimated vide 
Annexure IX of the Report, that additional capital expenditure to 
the extent of Rs. 90· lakhs might be necessary to obtain a few special 
purpose macbines to take up manufacture of new items under 'the 
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programme of diversification of which as. 40 lakhs would be in 
foreign exchange. The Expenditure of the said Rs. 90 lakhs would 
however, be, in phases. The Committee has also worked out detailed 
economics in regard to implementation of its recommendations. 
Vide Annexure-X of the Report, the Committee has estimated that 
in 1973-74, when MAMC is expected to produce 18175 tonnes valued 
at Rs. 1702 lakhs, break even point will be attained. 

It is true that initially it was considered that the production 
could be diversified only up to 30 per cent of capacity. However, on 
a subsequent analysis it was felt that due. to the sluggish demand 
for coal mining equipment the diversification wouid be very much 
in excess of 30 per cent. The expert Committee on diversification of 
production at MAMC has recommended that in view of the fall in 
demand for coal mining machinery, MAMC should go in for diver-
sification in a big way. The built up capacity recommended by the 
said Committee (vide Annexure-IV of the- Report) indicates that 
in the production programme of 1973-74 diversified items will 
account for as much as 14685 tonnes while only 3490 tonnes will 
represent conventional mining equipments. 

As regards creation of idle capacity elsewhere consequent to 
MAMC's taking up new items, it may be mentioned that the afore-
said committee had kept this factor in view while making its re-
commendations. It is in consideration of this factor that the Com-
mittee could not recommend for taking up certain items like agri-
cultural implements and accessories since indigenous capacity is 
already establjshed to take up these items vide para 9.1 of Chapter-
3 of Report. 

The, Experts' Committee mentioned in the preceding para, had 
the opportunity to examine in detail the present order position and 
the rate of productivity and other allied factors. The Committee 
had felt consequent to the intr9duction of incentive scheme in the. 
shops it should not be difficult for MAMC, even with the diversifi-
ed nature of work to achieve 40 per cent productivity in 1970-71 to 
be gradually stepped up to 70 per cent in 1973-74, which would mean 
that from 11,000 tonnes valued at Rs. 900 lakhs in 1970-71, MAMC 
should be in a position to achieve 18000 tonnes valued at Rs. 1700 
lakhs in 1973-74 and will also break-even. 

The latest estimate is that the company will break even in 1975-
76 when a production of 20,000 tonnes valued at about Rs. 15 crores 
is expected. . 
(Ministry of Steel & Mines (Department of Steel) O.M. No. 7-1511 

70-HEP dated 10th MaTCh. 1972J. 
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F1IriMr 1u.l1IIatioa Beeeived &om the MInistry· 

The reply has been drafted after consultation with the· Offioe of 
the Comptroller and Auditor General of India (COlJl.l'rutrcial Audit 
Wing). Certain facts mentioned. in the reply are stili to be verified 
by the Chief Auditor, Commercial Accounts Ranchi, and his com-
ments if any, will be intimated later. 

[Ministry of Steel aoo Mines (Department of Sttel) O.M. No. 7-1:>11 
70170-HEP dated 10-3-1972]. 

Furthk ialormation caned( for by the Committee 

If is' s~' that c~rtatn potnts in the reply of the Ministry have 
been- re~ed to the Chief Auditor, Commercial Accounts, Panch1. 
If th~' reply" haS been revised In the light of Audh comments, 250 
cbpies of the revised reply duly vetted by Audit may kindly be 
fUrhlshed. 

(Lok Sabha Secretariat O.M. No. 23-PU170 dated 24th May, 1972) 

B.eply of Government 

The Audit Board have no further comments to offer on the basis 
of local verification and the reply already sent stands uncharged.-

(Ministry of Steel and Mines Department of SteeIO.M. No. 20-
4l172-HEP-1 Dated 13th June, 1972). 

• At the time of factual verification of the Report, the Audit have, how-
ever, stated as under:-

"Tile papel'Ssent by the MiW3try in support of their reply did not bear 
Ol,1t that there w.as a programme of diversification chalked out in 1964 and 
that 'the manufacture of coal washing equipment was an item envisaged 
therein. The MAMC Ltd. from whom a ciarificatiQn was sought by the 
Ministry on receipt of audit observations had stated in their letter dated 
31-12-1971 that no f0nnal ,blue print as BIlCh for the programme of diversi~ 
ficaUon as a whole was worked out during 1964-65 although the problem .of 
under-utilisation of capacity was diSCUSSed on many occasions. 

Regarding Ministr~'s statement in sub-para 8 af their reply that the plant 
was capable of admitting diversification an excess. of 30%, no documents 
could ,be furni!lhed by the Company to local audit. 

Regarding the last sub-para of the Ministry's reply viz. the Company will 
break ~ven in 1975-76, the Company produced two annexures w,hieh were 
stated to have been submitted to the Ministry in a discussion in Jun~, 1971. 
It wBJi, ho)/Veyer, not c.\e~r whether thesedocume.r.~s l,ta<;l been approved by 
tne competent aUthority 'i.e. the Maft'a'tmg tiir~~ 'Or --the lWM'dof Diteet01's. 
The 4ate on whit1h lfil ... · 40currierits were prepared was also not clear. 
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8ecfQ ..... .w.. ~:INo. 13) 

The Committee deporethe indecisive atti1ude of GoMrnment 
and the abl'larmal delaym c:oming to a £nal ·deciaion wtth· regard 
10 .the manufacture' of 20 HP Tractors. ,oiverstflcation programme 
and ·the questif)ll of utillsationof idle capacity in 'two big -":P~Hc 
Sector Undertakings-HMT and MAMChas 'been held UJI ier a 
pl1etty long time. Both these undertakings are anxiously awaiting 
the approval of Government with regard to the scheme of manu-
facturing of tractors but .the Government have shown utt,!r cAllous-
ness and carelessness in dealing with this most urgent problem. 

'(Paragraph 4.87) . 

.Reply of ~o.vemment 

A decision in this case was delayed as there were differences of 
opinion between Mining and Allied Machinery Corporation Limited 
and the National Industrial Corporation Ltd. who had been 
appointed as consultants for this project. l'hese . differ~nces 
had to be considered in detail and a decision taken. TJle 
results of the field trails of the proto-type tractors manufactured 'in 
MAMC with tqe assistance .of the Central Mechanical EDgineering 
Research Institute had also to be taken into .account before a deci-
sion was .arrived at. In an inter.departmental meeting convened 
by the Cabinet Secretary on the 15th January, 1970, a decision was 
taken that action should be initiated to pursue production of Zetor 
Tractors immediately and topur;sue the .d~ -of .the CMERI 
Tractors to set right the deficiencies noted in the testing. It was 
also agreed that when the CMERI designs would be ready the 
demand would be sufficient to allow another public sector produc-
tion line based on the new designs. It was agreed that the Pinjore 
unit of Hindustan Machine Tools Limited would take up manufac-
ture but sub-contract several items to MAMC. This arrangement or 
the reverse arrangement by which MAMC takes up full manufac-
t~re and HMT Pinjore does some of the parts may be found suitable 
when the designs of CMERI Tractors are ready. In the light of 
the above decision, MAMC is now in correspondence with HMT 
and is awaiting firm orders. 

(Ministry of Steel and Mines Department of Steel O.M.No. 7-
136170-HEP dated 11-8-19'71). 

Further infonnation called for by the Committee 

What is the latest position regarding the manufacture of tractors 
by MAMC and HMT? 

(Lok Sabha Secretariat O.M. No. 23-PU170 dated 24th MBy, 1972). 
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Reply of Govemlllellt 

MAMC had incurred an expenditure to the etxent of Rs. 5 lakhs 
for the development of design and manufacture of 20 HP prototype 
Agricultural tractors (Swaraj Tractors) in collaboration with 
CMERI. The CMERI-MAMC tractors have had several field tests 
and the result was reported to be encouraging. The Board of Direc-
tors of MAMC decided that subject to market potentiality, Swaraj 
tractors should be manufactured in MAMC. 

In the context of the above the manufacture of several items of 
components of Zetor Tractors proposed to be sub-contracted to 
MAMC by HMT has not been pursued. 

(Ministry of Steel and Mines Department of Steel O.M. No. 20-
42172-HEP dated 19-6-1972). 

Recommendation (Serial No. 14) 

The Committee regret to note that the Management has done 
nothing substantial to explore the possibilities of export despite the 
fact that enormous cap~city of the Plant remains uilutilised. The 
Government should have at least made efforts to export such coal 
mining equipment and machinery as were within the manufactur-
ing capability of MAMC but which were not needed in the country 
owing to the slump in coal production. The Committee feel that 
there should not have been any slackening of effort in the direction 
of finding possibilities of exports to UAR, USSR and other countries. 

(Paragraph 4.92). 

Reply of Government 

There are practical difficulties in entering the export markets 
before a certain measur~ of stability in production has been achiev-
ed. No foreign party would normally like to import equipment 
which has not already been installed somewhere and has been in 
successful operation for some time. To the extent possible, attempts 
have been made and will continue to be made to export the pro-
ducts of MAMC. MAMC has also become a Member of each of two 
Consortia of Public Sector Undertakings, one for Power Projects 
and another for Engineering Projects set up for taking up 'turn key' 
orders from the home as well as foreign markets. 

As a result of discussions with the Soviet authorities it bas al-
ready been accepted in principle, that MAMC would export ex-
cavator and gearboxes to the USSR over a period commencing from 
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1972 to 1976. The details of this deal are being negotiated at pre-
sent. 

(Ministry of Steel and Mines O.M. No. 7-125170-HEP dated 
29w5-71). 

Recommendation (Serial No. 15) 

The Committee are distressed to note the poor production per-
formance of MAMC. The Company have not been able to do justice 
to the annual targets of production fixed by it on th~ basis of orders 
secured by the company. The percentage of shortfall in produc-
·tion to the annual targets is as follows: 

1965-66 33.2 per cent. 
1966-67 54.1 per cent. 
1967-68 69.80 per cent. 
1968-69 60.0 per cent. 

In the foregoing paragraphs the CompanylMinistry have given 
detailed reasons for the shortiall in production and it is apparent 
that the primary factor which was responsible for the shortfall was 
that the management particularly the technical management was 
not equal to the task and owing to their failure alone the produc-
tion had been so low. 

In their anxiety to load MAMC with substantial order the 
Ministry obtained a decision from the Cabinet that "other public 
sector undertakings should be directed to obtain such of their 
requirements as were within the manufacturing capacity of MAMC 
from that company without calling for open tenders". This has 
resulted in abnormal delays in executing the programme of work 
IOf public undertakings which ha,d placed order on MAMC. To give 
work to MAMC without calling an open tender is also fraught with 
:-danger because in that way Government will be saddling other 
:public undertakings to foot the bill of ineffiCiency and inexperience 
of MAMC which will amount to veiled subsidy to MAMC. The 
,Committee feel that if a subsidy was to be given to MAMC it should 
nave been a direct subsidy from the Government so that the Parlia-
ment would have known it and sanctioned such grants instead of 
encumbering other developing and efficient public undertakings. 

(Paragraph No. 1).15). 

Reply of Government 

It is copceded that production performance of MAMC in the past 
has not been satisfactory. This has, however, been due to a combi-
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nation of factors which were, by and large, beyond the control of 
the company as analysed below: 

. ..•. :.. . \"~ ":, f·,." • :". ",I ' . ",::' 

(i) The plant facilities were plarined and establish~ to. ~ake up 
manufacture of 14 principal items of coal mining machinery of 
certain speciftcat~s. ,.,To.Rlfw: l~lJ~,act\U:trnt prpgramme of these 
14 items and to stabilise production in a single plant i'S considered 
!ico~plicated:proc~s. . It, iii . in. this context that a recommendation 
was made in, the Detailed Project Report as reproduced below: 

"As "ot.he~c9al"mi1~.i~g lJ1achinery p~~nts are built in India, 
this plant can tr~~fer the n:tiinuf~cture ot certain types 
of items to them and gradually specialise in the manu-
facture of a narrower nomenclature of . coal mmmg 
machinery thus promoting efficiency and reducing the 
cost of production." 

While the technical and other preparations includihg develop-
ment of new designs and adaptation of Soviet designs for some 
items ~o .suit Indian J;Jlintng· conditions were being attended to by 
Jthe:.C,qmpany, 101lhich,,in itself was time' consuming and "has to be 
,p,r.oc~cled . with. through. trial and experiments and involved build-
Wg up of expertise, . development of suitable organisation from the 
~<lQtlstr\lction to the production stage, etc. the company was faced 
with the acute recession in the Coal Industry and consequent fall 
in demand for the standard mining equipment 'Yhich were \,lnder 
development. Even when the company was, therefore, in the pro-
cess of development of certain products, it had to' accept miscel-
laneous non-standard tailor made jobs which did not provide any 
scope for series and batch production. 

The c0!Dpany had to start technological and design preparation 
'for these tailor made items along with the development of standard 
items. Development of a few items had also to be Abandoned al-
together for want of commercial prospects and the time and re-
sources put in this regard were lost. 

This situation had put the company in a very difficuH position. 
Fresh endeavours were required to be made in every . sphere of 
activities like building up of skill of personnel for new products, 
technological preparations like tooling, designs, processes, patterns 
and actual manufacture itself. No advance material planning in a 
big way could be achieved in the. absence of a production pro-
grammes for standard items and before the design for -these items 
Jwere~lly J;'eady. Bting tailoLmade .items, increased ,efforts and 
. time had to be P\'t b~ . the preparation work before actual manufac-
ture could be undertaken. Time schedules drawn up for comple-



t!~,' 

65 
\. .:.. • I . ~ , ...... 

tion of designs and technologies could not be adhered to as some 
~f : t~,e, .,~~t~,al di~c~,l;ties _expe~ie~~ed, in the process of development 
t5f l1eSlgtls arld tecliliology cowd not be foreseen. 

All theSe faetors had contributed to the <1EHay in achieving pro~ 
ductionand shortfall in output compared to tatgets. 

, (ii>., S~copdly, ,~e company had to reckon witb', very Unfavour~ 
able industrial climate in and around Durgapur which made it 

, extremely, difficult to enforce discipline amongst the work force for 
.unintetrupte~ production 'Yith a reasonable level of productivity. 
Yor qu~'te some' fime the atmosphere was surcharged with political 
tension and the management could hardly overcome the difticulties 

: Inherent in such a ;situation, despite serious attempts' taken to set 
right the position. Inter-union rivalry further complicated the 
situation. 

~i,ii) The co.mp,any:transfor!n.~ itself from thec(;mstruction to 
the production stnge only in I965-66. The normal gestation period 
of sophisticated -tnanufactuii:ng organisation like MAMC with its 
peculiar problems and difficulties, as highlighted -in (i) above,has 
essentially to belcinger and the shortfalls in production were un-
avoidable during the initial period. - As per the Cabinet Directive, other Public Sector Undertakings 
Government Departments are required to place orders for items com-
ing within the purview of MAMC's range of manufacture without 
calling for open tenders. The Cabinet directive was initially for 
two years i.e. upto February, 1969 and was later on extended by 
another three years i.e. upto February, 1972. In regard to this, the 
question of allowing veiled subsidy to MAMC does not, however, 
arise. It has been made clear in the said Cabinet directive that the 
price at which MAMC will supply such equipment to other Public 
'Sector Undertakings and: or autonomous bodies win be in confor~ 
mity with the pricing policy prescribed by Government on 
27-12-1968, which inter alia stipulated that price charged should not 
exceed the landed cost It would be open to the enterprises to have 
price negotiations and fix prices at suitable levels for their products. 
In respect of products manufactured in competition with other 
domestic producers, the normal market forces of demand and sup-

. ply will operate and their products will be governed by the cornpe-
titiveprices prevailing in the market. Thus the preference given 
to MAMC 'is only a purchase preference and not a-price preference. 
A subsidy cannot achieve' the purpose behind the decision for pur-
chase preference. 

(Ministry of Steel and Mines Department of Steel O.M. No. 7-
152170-HEP dated the 13th September, 1971). __ ,f 
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. Recommendation (S1. No. 16) 

The Committee are unhappy to note that the delay in execution 
of orders has acted as an inhibiting factor in getting fresh orders 
from customers. Production programme of some undertakings e.g. 
NCDC, Bokaro, PPCL) was held up, due to delay in adhering to 
the delivery schedule by the Company. The Committee are con-
vinced that MAMC had booked orders on a doubtful time schedule 
when it was fully conscious of the fact that most of the items did 
not conform to MAMC's production pattern. In a few cases the 
.claims for compensation have been lodged against Company for 
its failure to execute the orders in time. A few orders had to be 
-cancelled due to non-adherence of the original or even the revised 
'Schedules. 

The Committee are unhappy over the serious delay in the exe-
>(:ution of orders particularly in view of the fact that only small per-
centage of the rated capacity of the Plant was utilised and produc-
tion was undertaken on the basis of the orders secured by the com-
pany. For the delays in the execution of order the Company E'arn-
ed a bad name everywhere. 

It is all the more distressing to note that no rem~dial measures 
have been taken since 1965-66 although the previous Managing 
Director and the Commercial Manager have brought these facts .to 
the notice of the Government. The Committee feel that MAMC 
.could have secured far more orders to load it with work, if - the 
management of this undertaking had been improved so that it could 
meet the promised delivery schedules. The Committee feel that 
no such improvement was brought about during the last five years 
nor there is any prospect that improvements would be effected in 
the near future. 

(Paragraphs 5-32 to 5.84) 

Reply of Government 

Noted, it shOUld, however be appreciated that orders were ac-
'Cepted in the past for certain items which required development 
right from the design stage for the first time. and even before de-
'finite product lines were established and tn the process unforeseen 
difficulties had crept in resulting in delays in the execution of 
'Orders. 
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Remedial measures so far taken to improve the performance 
~f MAMC may be indicated as under:-

(i) The initial problems of diversification such as Technical 
Collaboration, design documentation of products, deve-
lopment of 'technology, tooling etc. are being resolved. 
as expeditiously as possible. In many cases design do-
cumentations are being purchased instead of these being 
developed in the plant to cut down the time cycle of 
manufacture. A number of collaboration agreements 
have aJready been entered into with foreign agencies. 
Long term Planning has also been taken up for arrang-
ing shop loading and procurement of materials against 
the programme of diversification and current orders in 
hand for uninterrupted production. 

(ii) In order to get orders for repetitive na.ture for batch 
production negotiations are in progress with soviet 
agencies for the manufacture and export of heavy duty 
gear boxes and loaders to USSR. If negotiations are 
successfully finalised these two items would give adequate 
load to certain sections of the plant. Orders are also 
being secured for casting and forging components for 
agricultural tractors to ensure continuous load of re-
petitive nature. 

(iii) An Incentive Scheme has been introduced from March, 
1970. After resolving initial difficulties and disputes in 
connection wit.h the introduction of the Incentive Scheme 
most of the Shops have now started responding to the 
scheme. Many of the Incentive Groups have crossed the 
minimum productivity lend of 35 per cent and have earn-
ed Incentive Payments. It is expected that with the 
catching up of incentiVe scheme the productivity would 
increase in future .. The skill of workmen is also being 
improved through scheme of on-the-job training with the 
help of Soviet Instructors. The supervision and progress 
and planning activities are also being streamlined to aid 
production. 

(iv) After a period of industrial unrest a tripartite agree-
ment was entered into with the two ma.jor Trade Unions 
operating in MAMC in May, 1970. All the major dis-
putes have been resolved and the industrial climate has 
improved significantly. 

(v) night type of orders are being canvassed for to provide 
balance load for all the sections of the plant. In this 



l.colUiectiClll ,negotiations: are tgoing on 'With· 'ot'clance fac· 
tories, railways and other .pcivate ~d p.1bUc\fector 
undertakIngs. 

{iv) . A Icapital intensive ~ehgineeriDg industry like MAMC 
with· ·heaV'y overheadsandintletest charces on loan is 
boUfld to 'effect adwrsely the workingreMllts of the com· 
pany. 'D'Uring the last yeM's, the iCompany has incurred 
a !loss w the extent of Rs. 10;60 crores on interest and de· 
predation charges alone out of a total loss of Rs. 20.15 
'(!tores. The overheads are expected to be absorbed in 
gl'eaterproportion with the increase in the output. 

(vii) Great stress has been laid on streamlining the progress 
~nd planning section for regular flow of material from 
shop to shop. Inter Department movement has been im· 
proved significantly. Technological Assistance 'has been 
availab1e . to the shops by placing Engineers under the 
charge of the shops. A number of teChnological aspects 
of production are being re~examinedwitha view to re-
(fuce rejection to the minittlum. ProQuction is now 
direCtly linked up with the orders in 'hand and delivery 
sChedule. Wherev~ balancing items are required to 
comph:ite despatch of finished goods to the client these 
have been given priority. The procurement-of materials, 
in*entorycontrol etc. are being streamlined. 

It may be stated· here that it wa.s upto the former Managing 
Director ·to· propose specific measures either to the board of Direc-
tors or to Government to the extent necessary. This is therefore 
a failure of the top management and to some extent, the Board of 
Directors. 

The performance of the top management has been under con· 
tinuous reVie'w:'byGoV'~rnmentand cha.nges have been and are 
being made as' and when necessary. 

[Ministry of Steel and Mines Department of Steel C.M. No.7· 
15S!70-HtI> Dated, the 20th September, 1970] 

Recommendation (Sl. No. 17) 

"The Committee are perturbed to find such a high percentages of 
i'ejections (in certain items rejection was 100 'per cent). They 

''ioegret that no norms for rejections have so far been laid down by 
the Undertaking nor Government took any interest to study this 
problem with a view to taking remedial action." 

(paragraph 5.41) 



AI; earlier stated, rejections in a few cases had been to the extent 
of 100 per cent. In these cases, sample castings were made for 
testing and checlcing dimensions and examining the necessity of 
improving the technology. Norms for rejections as recommended 
by a Technical Committee set up for this purpose, have now been 
approved by the Board of Directors of the Company. These norms 
are:-

(i) 8 per cent for iron casting; and 

(ii) 7 per cent for steel casting. 

[Ministry of Steel and Mines O.M. No. 7-124!7Q-HEP dated 
21.6.1·1] 

Furtlaer information called. for by the Comml~tee 

WAat ~ ~e .. ~tll.a,ll?ercenta,~e of rejection in ca~ of iron castin&s 
and steel ~~tings puring tll~ yea,r 1969-70 and 1970-71 as against *e 
norms approved by the Board of Directo:rs. . 

[Lok Sabha Seo.retariat D.O. letter No. 23-PU170 dated 22-12-1971] 

The per~entages of rejection during the years 1969 .. 70 aDop 1970-
71 as against the norms approved by the Board of Directors aN as 
under:-

Description of 
Materials 

I ron castings . 

Steel castings 

Rejections norms approved P-ercentlloae of rejection 
. by the Board 1969-70 1970-71 

8 ,' 
" 10'08 

u·s 
7' 10 

4 5 

, Prior to preserioption of norms, the rejections were high and 
Wel."e due to inferior quality of raw materials. and, lack of floor 
supervtsion and technoiogical inefficiency." The perCentage of" re-
jections for 1970-71 is within the prescribed limits. 

[Ministry oiStasl and Mdnes Department of Steel, D.O. letter 
No. 7-27170-HEP dated 19.2.1972] 
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RecommendatioD (SI.No. 20) 

"It is seen that the Management paid Rs. 3:>,000 to Mis. Ibcons in 
1965 for recommending an incentive scheme. But after receipt of 
their report it was felt by the Management that the introduction of 
such a scheme would not be helpful to improve the overall produc-
tivity of the Plant. Thus the money spent on the report became 
more or less infructuous. Thereafter the Management introduced 
in 1967 another interim incentive scheme without determining the 
minimum production level for the purpose of eligibility to bonus. 

According to the productivity analysis conducted by Mis. Ibcons,. 
the productivity index was as low as 15 per cent in one of the sec-
tions and never exceeded 22 per cent in other sections of the shops. 
The Committee are of the opinion that it was highly improper on 
the part of the Management to link the payment of incentive to a· 
low level of productivity achieved prior to introduction of incentive 
bonus scheme without definin·g the minimum output to be given' 
by a worker. Having once introduced on ad hoc incentive 
scheme on the basis of a low level of productivity it is very 
difficult to introduce any incentive scheme setting higher norms of 
production. The Committee feel that the incentive scheme should 
have been based on a scientific detailed study." 

(Paragraphs 5.68 & 5.69) 

Reply of Government 

With a view to increase production to a reasonably good level' 
without any loss of time, it was felt that an interim incentive 
scheme to raise production may be introduced without waiting for 
a detailed study for fixation of norms etc. This interim incentive 
scheme did have a favourable initial impact on raising production, 
but the effect was temporary. 

2. Subsequently, on the basis of the detailed work study con-
ducted by Mis. !BCONS first in 1965 and subsequently in 1968-69, 
a productivity incentive scheme was introduced with effect from 
1st March, 1970 in most of the principal shops. Despite some diffi-
culties at the initial stages, the scheme has, by and large, been im-
plemented. The minimum productivity level under this scheme has 
been fixed at 35 per cent a.nd this compares favourably with the 
nOTms adopted In the other engineering industries of the Eastern 
Region. ' ~ • " , '" 

[Ministry of Steel & Mines Department of Steel O.M. No. 7-1291 
'70-HEP Dated the 11th August, 19'71]. 



71 

Recommendation (S1. No. 24) 

The Committee regret to note that before placing the orders for 
spares, the management did not make a'ny proper study of the actual 
requirement. Orders for electrical items and bearings were deleted 
as they were round to be either indigenously available or were not 
required. The Committee recommend that the management should 
investigate the circumstances under which orders for the different 
items, .which were not required, were placed. Responsibility should 
be fixed for not making a proper study of the actual requirements 
before placing the orders. 

(Paragraph 7.18) 

Reply of Government 

It may be stated that MAMC did not place any formal order fOf 
spares. However, the list of spares was scrutinised on receipt of 
the draft contracts and the suppliers were informed that the Com-
pany were willing to sign the contracts provided some items were 
deleted. It would appear that this scrutiny was not thorough, 
perhaps, because the company would have had another occasion to 
seruti'nise the list before the contracts were actually signed after 
negotiating price and delivery. In the circumstances and the sub-
sequent courSe of the tra.nsaction, an investigation as proposed is' 
not considered necessary. 

[Ministry ot ~teel and Mines Department of Steel O.M. No. 7-133/ 
70-REP Dated the 9th December, 1971] 

Recommendation (Serial No. 26) 

The CommIttee are sorry to note that the Management have laid 
the blame on the Ministry for taking undue time in granting the 
necessary import licence and the Ministry have in turn blamed the 
Management for the late submission of application for the licence. 
The delay in taking delivery has resulted in the wharfage charges 
amounting to Rs. 70,000. The Committee would like the cause of' 
delay to be investigated and responsibility fixed. 

They also fail to understand as to why the question, of recover-
ing demurrage charges from the foreign supplier WM Dot taken up, 
when the material was shipped by them in the 8fbsence of any 
agreement. 

(Paragraphs 7.28 & 7.29)-



7,2. 

~Y. Q~ (Jr~~~~. 

On ~, l~~ J\Fil, 1~, Mip.izJ.g & Alli~ ~W.AeJ'Y CorpO:J"ation 
~~~~~ ~iHmf' aPJ?li~d to tb.e MWStry ot In~1;ry f9( ~C011l:
~p~N·Q~ ~ ~AA~ Qf ~ .. ~ h.<?c: li~~ tp. t~e, cq.~I!Y fpr c.1~~l'~g 
~e sp~#S ~l~%: rJ;F~p~ 4'qm. th~, T,T~~. SqS;R~, ij.C;~Q.ce\ ~Q.ukl. 
IJ.ot, ~ow.~'1er, ~ ~ed w.i~lf~ a fQrJ;llal app4~a.tiop, con,taiJ,ljDg fpll 
,}:I~~~s of t.&~ imEort'rd m,~teri~~ and i,o t4e absen,ce o~ a. v~4, 
cant.I:act ~etw,~ ~MC ."mel their foreign S:URPU~~~. Th.~, Cq.I;I,l-
I?'ffl~ W~:'-i~ UJjq~~~ o~ ~ 28th AprU, 1967 tb.~t ~ t~e cOI;ltrac.1is in 
respect of the consignments were yet to be cOQclM4e4, it wall not 
possible to reco~mend issue of import licence. Therefore, the ques-
tion of accepting the consignments already sent by the U.S.S.R. 
authorities without a. valid contract and without a valid import 
licence, was under consideration. The c~se was under correspon-
dence between MAMC and the foreign suppliers upto September, 
1~7· @({ tR.ere3fte.r, it W,1l$ under. disCussion between the Ministry 
and ~ Cog)p8Jly on the one hand ~d the foreign suppliers on the 
otke.r.. It \Vas only on the 9th J anl:W'Y, 1968, that after the com-
plJttion oj aY, the foanaJities, MAMC appijed .for inclusion of the 
1i~t, oi liparell already received against a lice~ce issued to them 
~"rl,et end~ ill \Vl1.ich there was a sufficient margin for covering these 
apaJ'~S. ~es.-ry action was taken on an immediate basis to obtain 
the c1ear-.ce ot the Directorate General of Technical Development 
ap,d the Oft,ice of the Chief Contr.oller of Impo'rts "Exports were 
requested to do needful on the 18th January, 1968. 

'rak~ng ~nto ~cc~unt ~ the facts of the case and having decided 
to accept the consignments, it was not considered desirable that the 
Soviet suppliers should be pressed to bear the demurrage charges. 
An effort was to get this waived but this did not succeed. 

[Minist.ry of Steel and Mines Department of Steel O.M. No. 7-
133170-HEP Dated the 9th December, 1971] 

RecommendMioB (Sl. No. ~7) 

The Committee r~gfet to note that the prototype of the ONKT 
Mechanised Coal Mining System worth Rs. 16,37,431.60 was ordered 
withou-t assessing the ~tua1 demand of suchoDla<;h*~ i,p.~h~ coun-
try. Even when it had come to notice that there. was no dew-and, 
no step was taken to can~el the order. ::rne .Co.mm~t~~ f~el,ijl~ the 
collaborators should have been approacned for cancellatiCln pf the 
otd~r ~~ ~o,~t i~ ~fs known th~t the machines were no longer 
needed even as a Prototype. This IS an example how careless the 
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company has been in dealing with public money entrusted to its 
care. 

(Paragraph 7.35) 

Reply of Government 

It may be stated that as a· result of efforts made by the com-
pany, the foreign suppliers have agreed to the cancellation of the 
entire contract. The company does not, therefore, have to import 
any item of equipment against this order. 

The Al,lCiit Board ha·ve advised that confirmation should be 
obtained from the company to the effect that for the cancellation 
of the contract no compensation was required to be paid to the 
suppliers. The confirmation is being obtained from the company. 

[Ministry of Steel and Mines Department of Steel O.M. No.7-
134170-HEP dated the 11th August, 1971]. 

Further information received from the Ministry 

It is now confirmed that no compensation is required to be paid 
to the Suppliers for the cancellation of the contract. 

[Ministry of Steel and Mines (Department of Steel) O.M. No. 7-1341 
70-HEP Dated the 4th Sept. 1971] 

Recommendation (SI. No. 28) 

The Committee feel that before importing any prototypes it 
should have been ensured that such machines were suitable for the 
industry in this country and that there was sufficient demand for 
the same. In this case Coal Cutters and Loaders were purchased 
as prototy~es for Rs. 5·32 lakhs for which there was no demand in 
the country. The Committee re~ommended that such a serious lapse 
should be enquired into and responsibility fixed. 

Reply of Government 
The decision to import certain prototypes of sophisticated coal 

mining machines for trial, mastering of design and eventual manu-
facture at MAMC was taken by the Committee of Directors of the 
company on 9th December, 1964 in the light of the recommendation 
contained in the D.P.R. as reviewed subsequently by the Long Term 
Planning Team as also the deliberations of the Joint Planning Wing 
representing the Private and Public Sector Coal Mines in India. 
3009 LS-6. 
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Based on information collected from various agencies including 
prospective customers the Long Term Planning Team in their re-
port submitted in 1965 had assessed the annual requirement of such 
equipment like coal cutters, loaders, combines as under vis-a-vis 
these indicated in D.P.R. for the period from 1965-66 to 1975-76. 

NUMBER OF UN.ITS 

D.P.:a. Team assessment 
1. Coal cutter, Combines 600 400 
2. Loaders 250 220 

However, the Committee's recommendation regarding the desir-
a}:liUt.y pi UDdertaking a thorough exerdse to find out suitability and 
likely demand before 'importing such equipments has been noted. 

[Ministry of Steel and Mines (Department of Steel) O.M. No. 7-1331 
7o-HEP Dated the 13th Sept., 1970). 

Recommendation (SI. No. 30) 

"This is another case where orders worth Rs. 17 lakhs were placed 
without assessing the requirement and this amount has become a 
dead loss. TheC(l~m~ttee are surpljsed that the coal plough im-
ported was suitable for operation on 660 volts supply although it 
is well known that collieries in India either use 5001550 or 4001440 
volts supply. This is anot'her example of negligent way of placing 
orders." 

(Paragraph 7.51) 

Reply of Government 
The prototypes were imported from the U.S.s.R. by the Company 

as it was felt nec~ssary that certain sophisticated items of coal min-
ing machinery should be imported with ,a view to ma~gthe coal 
mining industry, familiar with these equipments as also to prove and 
demonstrate their performance apd to enable the, company to deve-
lop design and technology for the items and to adopt them to suit 
Indian mining conditio.na. It was alsO emsidered necessary from 
the commercial point of view that field Miting of prototypes of new 
equip~~ ihould be made w~th a view to crea~g deman4s for 
them from prospective customers. 

As a result of attempts made by the c0Il!Pany to di~.<>se of the 
machine, armoured chain conveyor has. already been soid to Pyrites, 
Phosphates and Chemicals. The flnal price for the supply is still 
under' negotiation. Attempts are also being made to dispose of the 
balance items as early as possible. 
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As for the import of the equipment with ~ volts supply, this 
is the standard voltage in USSR applicable to su~h high productive 
units. Transformers required for this equipment for USe in Indian 
Mines. aJ;'e ipc;ligenously available. F~ther, as the power supply to 
the Indian Coal Mj,ll~~' is &enerally throl.lgh 330D volt,s, a tl'ansformer 
for the coal plough would be necessary irrespective of whether the 
equipment is of sao volts supply or 400/440 or 500/550 volts supply. 
In the circumstances, it would appear that there was no negligence 
in placing the order for the supply of this item of equipment. 

[Ministry of Steel and Mines (Departmen.t of Steel), O.M. No. 7-1371' 
70-HEP, dated the 13th October, 1971.} 

hrtUr Information caDed for by the Committee -(~) It is seen the Coal combine and coalpJough complete with 
Armoured chain (coal planning mac@~s) were imported from 
Russi~ in July, 196.7 at a cost of Rs. 17.40 lakhs to serve as prototypes 
for trials under actual Indian mining conditions. 

What steps were taken to acbieve the above objective and with 
what results? 

(b) Whether the final price for the supply of armoured chain 
conveyor sold to Pyrites, phosphates and chemicals has smce, been 
settled, if not, what are the reasons for the delay. 

(c) What is the latest position regarding th~ disposal of balance 
items. . . 

(d) To what extent the cost on the transformers would,'have-
been avoidable in case the coal plough machine was suitable. for 500~ 
550 or 4OOIf40 volts supply. 
[Lok Sabha Secretariat O.M. No. 23-PU/70 dated the 24th May, . 

. 19721' 

Reply of Government 

(a) The Double-drum Shearer (Coal cdmbine) was put into 
operation on trial in Chinakuri Colliery of Bengal Coal Co. During 
the period of operation for 3 mon~hs from Novem~F. ~~7 to Janu-
ary, 19.68, the performance of the machin.e was sati!Lfa~tory. On' 
completion of the trial performance, the maclU~e was brought back 
to Durgapur. Through the trial operation it has, been ascertained 
that this type of imported machines of USSR design ~uld be used 
~n Indian Mines with success· (0) PPCL has agree4, to pay a price 
af Ri. 3t33~i8 for 04'\rmoured cbaiJ!l c9~¥eyors. Tl1ey haveaAso 
agreed to pay for the Pusher at the same rates which have been 
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quoted to them by an Agency in USSR. MAMC bas asked for 
Rs. 5, 67,000 for the Armoured chain conveyors. The matter is under 
discussions for a final price. 

(c) Efforts are now being made to sell the balance items to NCDC 
and TIseo as they may have need for such items. 

(d) It is presumed that in the question the reference is to 'trans-
fO,rmers' and not 'transfers'. The pOint was referred to in our main 
reply where it was stated as follows:-

"Ai; for the import of the equipment 'with 660 volts supply, 
this is the standard voltage in USSR applicable to such 
high productive units. Transformers required for this 
equipment for use in Indian Mines are indigenously avail-
able. Further, as the power supply to the Indian Coal 
Mines is generally through 3300 volts, a transformer for 
the coal plough would be necessary irrespective of whe-
ther the equipment is of 660 volts supply or 4001440 or 
5001550 v01ts supply." 

In view of the fact that transformers would be necessary in any 
case, the question of avoiding cost on transformer does not perhaps 
arise. 

{Ministry of Steel and Mines (Department of Steel), O.M. No. 20-
42,1 72-HEP, dated 1st 3'uly, 1972]. 

Recommendation (Sl. No. 33) 

The Committee regret that the manufacture of certain items was 
taken up without simultaneouly making arrangements for the pro-
curement of components required for the completion of those items. 
They hope immediate efforts would be made to clear the accumulat-
ed semi-finished products. 

(Paragraph 7.66) 

Reply of Government 

Manufacture of certain standard items of coal mining machinery 
was taken up initially as stock items in anticipation of orders. The 
items were also recommended to be produced by a team of Soviet 
Experts which visited India. in 1964-65. 

Bought out items like flame-proof electricals were proposed to 
be procured as and when firm orders for the main items of equip-
ment were received as it was felt that no further investment should 
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be made on bought out items till such firm orders were actually 
received. 

The semi-finished items -lying in the various shops as in July. 
1968, included pumps, Conveyors Components and Castings. Out 
of 123 pumps of various sizes, 54 numbers have so far been sold and 
efforts are being made to dispose of the rest. Of the pumps sold, 
36 were sold with flame-proof electrical motors. The remaining 18 
pumps were sold without motors. These were di~mantled, and sold 
as components against orders for spares. As regard Conveyor Com-
ponents, ~ Nos. Drive Unit, 10 Nos. Drum and 19,400 Nos. of Idlers 
and rollers have so far been sold. As regard to castings, 700 tonnes 
have so far been disposed of. Of these 100 tonnes were sold and 
the remaining 600 tonnes were used as conveyor components. 

The loss or gain made in the disposal of the semi-finished goods 
has been as under:-

(a) Pumps: The selling price worked out during the initial stage 
of manufacture and supply, was not changed and subsequently the 
stocks were I are being disposed of at the original rate witJ'lout deduct-
ing any amount on account of depreciation, discount, or other"nise; 

(b) Conveyor Components: The components manuf.actured ear-
lier at a lower selling price were used for manufacture of Conveyors 
for supply to different parties at high price. 

(c) Castings: 660 tonnes of castings were utilised against internal 
order mostly for Bokaro Conveyers. As these castings were pro-
duced earlier when the cost of raw-materials was conSiderably, 
lower, the utilisation of the castings has been to the advantage of the 
company. Besides, 100 tonnes of cast steel rims have been forged 
to cater to the requirements of Garden Reach Workshops Limited 
and Flender and Macneill, and sold at a profit. 

A complete inventory of the balance items made and verified, has 
been distributed to Commercial and Design Cell for disposal or utili-
sation against incoming orders. 

[Ministry of Steel and Mines (Department of Steel). O.M. No. 7-
141/70-HEP, dated the 7th January, 1972] 

Further information received from the Ministry 

The Ministry's reply was prepared after taking into account the 
comments of the Audit Board. On the last draft sent to the Audit 
Board, the Audit Board had stated that certain additional informa-
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tion contained in the reply was being sent to the Chief Auditor, 
Commercial Accounts, Ranchi, for local verification and that the 
Audit Board's observations on the reply would be communicated 
'On receipt of a reply from the Chief Auditor, Commercial Accounts, 
Ranchi. These comments are still awaited. 

{Ministry of Steel and Mines, (Department of steel), D.O. Letter 
No. 7-27/1970-HEP, dated the 3rd April, 1972]. 

Farther iliformatiOll .. Ued for by the Committee 

It is seen that eertainpoirits in the reply of. the Ministry have 
been referred to the Chief Auditor, Commercial Accounts, Ranchi. 
If the reply has been revised in the light of Audit comments, 25 
copies of the revised reply duly vetted by Audit may kIndly be 
furnished. 

[Lok Sabha Secretariat O.M. No. 23-PU /70, dated 29th May, 1972]. 

Reply Of Govermneilt 

. On the basis local verification by Audit the following observa-
tions have been made by the Audit Board:-

(1) 32 Nos. of Pumps (and not 36 Nos.) were sold with fiame 
proof electrical motors and 4 Nos. were sold without motors while 
18 nos. Pumps were dismantled and some parts were Bold for 
Rs. 28,990 up to September, 1971; 

(2) The Ministry's reply does not indicate the actual loss or gain 
made in the disposal of semi-finished goods. The company has 
stated that the verification of individual profit/loss on jobs executed 
during the early stages has presented considerable diftlcultyparti-
cularly due to lack of sound and effective costing system at that 
time. The factual position may be brought out in the Ministry's 
reply. 

(3) As regards the action taken for the disposal I utilisation of 
the balance items, the inventory list distributed for rusposal indi-
.(fate the various items in tonnes only and not in numbers as stated 
in the Report of the Committee on Public Undertakings. It was, 
therefore, not poSsible for the Chief Audit, Commercial Accounts 
to varify whether all the items which were lying with the company 
had been included in the lisLor no~. 

(4) Regarding the import of fiame-proof electricals the company 
has stated that 70 Nos. were imported. The company has, however, 
been able to sell only 32 Nos. of Pumps with motpfs. IIi. view of 
this position, sub-para 2 of ·Ministry's reply needs revisio'n. 
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The 'case bas been taken up with MAMC with a view to ascer-
tabling Wfteither 1hey agree with "the comments of local Audit. The 
reply is awaited. 

[Ministry of Steel and Mines (Department of Steel) O.M. No: 20-42/ 
72-HEP-I, dated 13th June, 1972]. 

Further information called for by the Committee 

It is seen that certain points in the 'reply of the Ministry have 
been referred to the Chief Auditor, Commercial Accounts, Ranchi. 
If the reply has been revised in the light of Audit Comments, 25 
copies of the revised reply duly vetted by. Audit may kindly be 
furnished. 

lLokSabha Secretariat O.M. No. 23-PU/70, da·ted 31st JUly, 1972]. 

Reply of Govemmeut 

MAMC have confirmed that the position stated by the local 
Audit is correct. In other words, of the pumps sold, only 32 Nos. 
were sold with flame !proof e1ectrical motors and not 96 Nos. as 
:stated earlier. 4 Pumps Were aold without motors. The remaining 
18 . Nos. Pumps were dismantled and soine parts thereof were sold 
for Rs.28,990 up to September, 19'71. 

2. A sumaTised inventory list was previously produced by the 
management of MA1YIC to Audit. However, detailed lists havina 
full particulars of tonnage and units of each 'item are -also main-
tained by the management of MAMC· This can be verified by the 
Local Audit. 

3. It is confirmed that 70 Nos. of fiame proof electrical motors 
were imported. 'However, sub-para 2 of the Ministry's reply to 
the recommendation does not reguire al!:Y amendment;as it indicates 
the general policy adopted by the company . 

.Recommendation (81. No. 35) 

The Committee find that the proposal ragarding the organisation 
1)f the capital structure. :of.MA1'4C is pending with Govt. since its 
inception. The reasons advanced for delay in the re-organisatlon 
of the capital structure are far from convincing and east a sad re-
flection on the ;rnaaner.in which import financilil. matters are being 
deftlt with by the Miniltlly. 

The Committee consider that the debts of the Company are on 
the high '91de.Normallythe total· debts should Dot eXCeed the 
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amount of paid up capital. While expressing deep disappointment· 
at the attitude of the Ministry, the Committee urge that Govt. 
should examine the financial matters and finalise the capital struc-
ture without any further loss of time. 

(Paragraph 8.6 and 8.7) 

Reply of Government 

A decision has since been taken, subject to approval of Parlia-
ment being obtained, to reorganise the capital structure of MAMC 
as under:-

(i) Out of the existing loans given to MAMC as on the 31st 
MMch, 1971 (Rs. 40.45 crores), loans amountJhg to Rs. 24 
crores equivalent to the existing cumulative cash losses, 
should be converted into an interest free loan for a period 
of 5 years, with effect from the 1st April, 1971, the position 
being reviewed in the fifth year. The Company would 
continue to pay interest at the normal -rate on the bal-
ance amount of Loan i.e. Rs. 16.45 crores. 

(ii) The question of converting the ca6h losses incurred/likely 
to be incurred by the Company during 1971-72 and 1972-73 
into an interest free loan till 1975-76. in addition to the 
amount of Rs. 24 crores, would be considered later. 

(iii) There will be a mortoriwn on the repayment of loans by 
the company for a period of four years up to and includ-
ing 1974-75. 

[Ministry of Steel and Mines (Department of Steel) a.M. No. 7-1281 
70-HEP, dated the 16th November, 1971]. 

Further information called for by the Committee 

When is the approval of Parliament to the reorganised· capital 
tatructure likely to be obtained? 

[Lok Sabha Secretariat D.O. letter No. 23-PU, dated the 22nd 
II!', t ': .- Dec., 1971]. 

Reply of Goft1'llDlent 

The case is under consideration in consultation with the Minis-
try of Finance and if the approval of Parliament is considered neces-
sary, it will be obtained during the ensuing Budget session of the 
Parliament. 

[Ministry of Steel and Mines (Department of Steel), D.O. letter 
No. 7-27170, dated the 19th February, 1972]. 
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Further information called for by the. Committee 

What is the latest position regarding the obtaining of approval of 
Parliament to the reorganised capital structure of the CorpOl'atlOn? 

[Lok Sabha Secretariat O.M. No. 23-PU/70, dated 24th May. 1972]. 

Reply of Government 

On reconsideration, the view has been taken that a vote of 
Parliament is not required as what has been sanctioned is not re-
organisation of the capital structure as such but concessions in the 
terms of the loans granted to the company. This has been brought 
to the notice of the Parliament through the notes on the Demands 
for Grants for 1972-73. 

[Ministry of Steel and Mines (Department of Steel) O.M. 
No. 20-42/72-HEP-I, dated 13th June, 1972]. 

Recommendation (iSl. No. 36) 

The ,Committee are deeply concerned at the huge loss suffered 
by the Corporation since its birth. Up to the end of 1968-69, the 
company has suffered losses amounting to Rs. 20.16 crores against 
its paid up capital of Rs. 19.6 crores. It will be noted that the 
loS'S suffered completely wipes out the paid up capital. It has been 
stated by the Secretary of the Ministry that the comp'any would 
continue to incur losses in the near future. 

According to him the loss would be Rs. 30 crores by 1972-73 and 
the break even point w~uld only be reached if the Company pro-
duced about 25,000 tonnes of machinery and equipment worth Rs. 16 
crores per year. This is expected to be attained by the year 1973-74 
provided all the presumptions made turn out to be reliable and true. 
The Committee have serious doubts about achieving the target of 
production of 25,000 tonnes by 1973-74. They feel that the opera-
tion'al losses might be much more than what has been stipulated. 

The Committee have examined "Notes on Important Projects and 
Schemes" included in the Demands for GrAnts of the Ministry since 



82 

the year 1968'267 'and have noticed that the Government justified the 
huge losses incurred by the Corporation in the following words: 

liThe types of losses Buffered by the company are not unusual 
during the initial S'tjages in cai,ptal intensive .heavy engi-
neering projects of spedaUsed nature, as it takes some 
years before batch production of sophisticated machinery 
items can be ~.'" 

The Committee i~of the opinion that it 13 better for the Govern-
ment 10 give a true and correct picture o.f the affairs of the project 
to 'the Parliament. 

(Paragraph 8.11). 

Reply of Govemment 

It is true that the COftlpMly hadineurred heavy losses in the first 
five years since its formation as a separate company on 1st April, 
1965. This huge loss is attributable to a variety of reasons including 
sucb factors as (i) non-materialisation of initial planning and build-
up of expertise in the mastering of production for certain items of 
foal mining machinery (ii) unsatis~ctoU' level of productivity in 
the absence of .opportunities for t,alpng up series and 'GatCh produc-
tion, (iii) unsatiSfactory industrial climate in and arirundDurgapur 
for some time and (iv) Initial difficulties experienced by the plant 
management in the organisation of production etc. But the most 
important factor which has contributed to the huge loss suffered by 
the company would 'appear toee hes'V)' interest eharges 6n loan 
capital and 'depreCiation'dharges. Aictual 10'9!es ~uftered on opera-
tional.account excluding the above two itenHI are considerably less. 

The 'Expert CommIttee on Di\>etsiRcation has recommended a 
perspective production prograpune lort~e company Which shows 
that df the 17006 tdrthe$pl'Odu:etion valued at Rs .. 16crn,res e~pected 
to be 'achieved by the company in 1973-74, wbich incidentally, will 
the break even stage for MAMC, as much as 14000 tonnes would be 
for items of products all of which will be un~er the programme of 
diversification. D.etaUea anaIysis,includmg techno-economic stuqy 
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conducted by the said committee reveals that MAMC should reach 
the break~\1en point in 1973-74. This has been considered by the 
Combttttee as I'easonable and based on rational conjectures. The 
Company has directed its activities toward,. achieving tNJ,t' elld. 

*The gene~al state~ent made abol,lt losses. in." cJ.P~t"l intensive 
heavy engineering projeCts continUes to be valid for 'NfA"f{It though 
this is not the sole reason for "the loss. It is agreed toat 'tile reasons 
for the loss couId have been given in greater detail. 

[MiniBtry of Steel and Mines, (Deparrtment ()f Steel), O.M. 
No. 7-143/70-HEP, dated August, 11, 1971]. 

ReeommeBdation (181. No. 39) 

"The Committee fail to appreciate the circumstance under which 
the present Managing Directo!' of MAMC was appointed. He had 
earlier tesigned from the NCDC on petspnal grounds when c~tt'i" 
charges against him had been made and investigated. They feel 
that appoiIitment to a top pbst like this should be viewed from vari-
ous angles. The person appointed to such n P1~ ::hat!!:1 riot only 
possess technical and managerial skill but shoulCi also be above 
board so far as his integrity and public dealings are concerned." 

(Paragraph 9.10) 

Reply "of GoVemmetll 

The circumstances in which the Managing Director of MAMC 
was appointed have already been explained. At the"time Shri Murthy 
was appointed, there was no charge pending against him. Govem~ 
ment :have agreed that he may relinquish charge pfhi! post on the 
conclusion of his present terms of appointment which would expire 
by the end of ,July, 1971. 

[Ministry of Steel & Heavy :£ngg. O.M. No. 7-120j70'::"H!P dated 
13th May. 1971]. 

BecolD1llClDdation (SI. No. 40) 

The Committee have noted with gre"st concern that MAMC have 
given employment indi~criminately. They have employed p:ersons 
in some categories far in excess than what is prescribed in the De-
tailed Ptoject Report for. 11 production.of _ 45,OO~ ~nnes ller year, 

---- ---------r--..:.----
• At the time of factual verification Audit have stated that this portlon 

did not find place in the reply vetted by the l~al Audit. 
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although the capacity utilised is only 9 per cent of the rated capa-
city. The former Managing Director in a note to the Ministry dated 
the' 25th March, 1967 has c1mmented regarding the employment of 
staff and workers as follows:-

"(i) A lot of officers had been taken in but many were either 
,immature or inexperienced in factory production methods 
and they were not pulling their weight. 

(ii) FSII' too many people have been recruited and not all 
commensurate with the acti~ty. Many people were 
virtually sitting idle. This had resulted in low producti-
vity, labour trouble and lowering morale generally." 

The Committee regret to note that although the position was 
known to the Corporation and the Government as early as 25th 
March, 1967 no remedial measures were taken to ractify the situa-
tion and bring down the staff strength to the required level which 
according to the Managing Director would have improved efficiency. 
The excess staff employed has not only meant payment of excessive 
wages and salaries but, to quote the words of the former Managing 
Director had resulted in low productivity, labour trouble and 
lowering morale generally." 

(Paragraphs 9.16 & 9.17). 

Reply of Government 

It may be stated that most of the recruitment for production 
personnel was completed by 1964-65 when trial production was 
already taken up based on the recommendation of expert bodies 
with a view to arrange for their training in different manufacturing 
plants in India and in USSR. This was considered necessary with 
a view to building up adequate skill as also to organise and sort 
out technological problems involved in taking up manufacture of 
complex items for the first time in the country. It is, unfortunate 
however that due to unexpected changes in the product paated of 
the Company necessitated by sharp fall in the demand for mining 
machinery; initial attempts towards bullding up expertise of the-
personnel could not be suitably utilised and had to be re-oriented in 
new directions. 

A comparative analysis is however given in Appendix I of the 
manning patem B6 envisaged (1) in the DPR and (it) as obtaining 
to day. This analysis is restricted to only those departments for 
which recommendations in the DPR are available. From the 
Appendix I referred to above, it may be seen that compared to the. 
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'DPR estimates, actual manning in the concerned departments have 
not beeh excessive, even though it is conceded that due to problems 
associated with diversification of production, utilisation of personnel 
in the past has not been at the optimum level. 

The Company was aware of the low utilisation of personnel 
"Consequent on the change in production profile leading to lower 
build-up of production. An emb8lrgo was accordingly put on all 
fresh recruitments .as early as in 1966-67 except in very special cir-
cumstances. A table given below would illustrate that fresh re-
cruitment since 1966-67 has been almost negligible. On the other 
hand, arrangements were made to deploy personnel to new positions 
from within through orientation courses etc. Vacancies caused due 
to retirementlresigna,tionldeath have not b~en filed in by fresh 
recruitment. 

No. of Perlonne~ recruited through outside recruitment 
1966-67 1967-68 1968-69 1969-70 
232 12 25 36 

As a result of the various measures taken as above, the total 
number of personnel employed by the company did not increase 
since 1968-69. On the contrary, there has been some reduction, as 
may be seen from the table given below:-

Total No. of Personnel employed by MAMC. 
1967-68 1968-69 1969-70 

6473 6386 6273 
+133 -87 -113 

[Ministry of Steel and Mines (Dept. of Steel), O.M. No. 7-144/ 
70-HEP, dat€·j August 11, 1971]. 

RecoDlJllendation (Serial No. 45) 

"The overall picture that emerges out of the study of the pro-
ject is highly depressing and it presents a very sad cd'fiil'iu~htary on 
the entire w8!y in our planing and the way the projects are being 
put up and executed. The entire organisation of the project is in 
bad shape. Up to 31st March, 1969, the Company suffered a loss 
of Rs. 20.16 erores, against its equity investment of Rs. 10 ex-ores and 
Rs. 30 erores of loan, totalling an overall investment of Rs. 49 erores. 
In reply to a' question in the Lok Sabbfl on the 10th March, 1970, the 
Minister of Steel and Heavy Engineering revealed that MAMC is 
losing Rs. 2.20 lakhs every day. The Committee are convinced that 
the huge losses by the Corporation are due to to faulty and un-
realistic planning programme and the absence of even the minimum 
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interest of the Government in the working of this undertaking. 
During evidence the GovernmeDt could notconvlnce tm.e Comnrlttee 
that in the coming years theCo~oration will be able to show any 
hopeful results. There was no blue-prillt which could «*'ry COll

viction with the Committee that MAMC will be able to become a 
commercial viable unit. The assUmptioll that apta the year 197-2-73 
the Corporation will incur a total 108s of 8s. 30 crores and that it 
will reach the break-even stage by 1973-14 is totally undependable 
as it is not based on any scientific study. The Committee feel that 
the losses are expected to be much more. 

III view of abQve Committee have CO.t;De to the ~9~clus~Qn that it 
wou14 be. wise i~ th,is l,lndertaking is wound up to avoid further 
drain on the public exchequer. T.be Comp~y has already e~haust
ed the !laid up capital and is in the process of consuniina the loans 
and credits taken by it." . 

(Paragraph 11.12 and 11.13) 

Reply of GovernMent 

The recommendation of the Committee to wind up Mining and 
Allied Machinery Corporation Ltd., to avoid further losses, has been 
carefully examined in the light of the following consideratIons: 

(i) The, Cwnpany employs about ~O.O per§0p's. Winding up 
of the company and consequent unemplo1ment of such a 
large number of persons will have serious -rePercussions 
on the employment sitvation and industrial climate of 
Durgapur and in West Bengal. When Government, as a 
matter of policy, are managing private sector companies 
whicb ~ve been closed down, they can hardly think of 
closing one of their own companies, specially one so im-
portant and vital to the. ecopomy. 

(ii) The machinery and equipment i~stalled in tbe company 
are very good and if they can be p.rope.rly utilised, there 
is no reason why. the company should continue to incur 
IOS$es. 

(iii) Tpe consequences of winding l,lp of the company have been 
fully explained to the Labour Vnions a~d their leaders 
and it is hoped that disciplipe at Shop Floor, in particular, 
and labour relaUons, in general, will contipue will ~lll
prove. 

(iv) .The company at present produces ,ophisticated equip-
ment and has recently taken up production of a number 
of new items which would have had to be imported at 
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considerable cost from foreign countries. As at the end 
of September, 1971, the total orders in lwld with the 
Company amounted to 32980 tonnes valued at Rs.33.65 
crores. Some of these 8l'eV~ important orders rela-
ting to Bokaro Steel Plant, Haldia Project, etc. and closing 
of the eompanlY will result in a serious set-back to theSe 
important projects. 

-(v) It has been decided to reQrgani~, the capital structure of 
the company, giving rellefio the company in the matter 
of interest and repayment Qf principal The ~ompany 
-can, 'therefore, be expected to turn the corner in the near 
future. 

~vi) Attention is being paid to strengthening the management 
of ihe compally and with this objective some action has 
already been takem.. 

(vii} There has been a perceptible improvement in the pro-
duction and performance of the company in the last 
twelve months and the trend is likely tp be maimain~ 
and accentuated in future. 

It is submitted that on these considerations, it will not be prudent 
to wind up the company. 
[Ministry of Steel and Mines (Department of Steel) O.M. No. 7-128/ 

70-HEP dated 18th November, 1971]. 



CHAPTER IV 

RECOMMENDATIONS IN RESPECT OF WHICH REPLAIES OF 
GOVERNMENT HAVE NOT BEEN ACCEPTED 

Recommendation (SI. NQ. 1) 

The Committee find that upto 31st March, 1969. Rs. 35.10 crores 
have been spent on this project. They regret that the project esti-
mates have not been approved by the Ministry in spite of the fact 
that the. Estimate Committee (1963-64) in their 51st Report and re-
commended that "the final estimates of various projects be imme-
diately prepared and placed be.fore the Parliament." In November, 
1965, the Ministry in reply to the above recommendation of the 
Committee stated that "the capital costs of the Heavy Engineering 
Corporation's projects have been obtained and these are being 
examined. A decision is expected to be taken shortly.'t 

The Committee take a very serious note that the Ministry have 
shown a scant regard to an important recommendation of the Com-
mittee referred to above and have not implemented the categorical 
assurance given by them to the Committee on Public Undertakings. 
They would like to re-emphasise and reiterate what has been stated 
in the 51st Report that "the total commitments on such projects 
should be prepared as realistically as possible in the. beginning and 
should be available to Government and Parliament before a project 
is approved." 

The Committee regard it highly 'improper that Government 
proceeded with the setting up of a project of this dimension without 
a clear idea as to what the project would ultimately cost. It is 
unfair to the Parliament and to the. country to make them commit to 
a project on piece-meal basis from year to year without giving a 
true and realistic picture of the final cost of the project. Govern-
ment presents before the Parliament the expenditure already in-

88 
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-curred on the Project as fait accompli. The final sanction and ap-
proval of the estimates or its revision is the responsibility of the 
Government on the basis of which the budgeting and incurring of 

-expenditure should take place. The Committee. feel that it is the 
Ministry that should blame itself for inefficient management and 
non-sanction of the project estimates for the last 10 years. 

The Committee feel that it is highly improper to incur expen-
·diture in excess of the amount provides for under a particular head 
-and to adjust the same according to convenience under another 
head. They also deplore the creation of a new head, i.e., IIdeferred 
revenue expenditure" which, they feel, is one of the back-door 
-method of increasing the estimated expenditure. 

(Paragraph 2.18-2.21) 

Reply of Government 

The capital cost of the project is now in the final stage of appro-
val. As per the existing instructions the estimate of capital cost 
.as finalised after inter-departmental discussions, is being submitted 
-to the Cabinet for approval. The Committee win be informed of 
the Cabinet approval as and when it is obtained. 

2. As regards the criticisms that a new sub head "deferred 
-revenue expenditure" has been introduced in the revised estimates, 
the position is as under. Normally, the entire revenue expenditure 
incurred during the construction period of a project is capitalised. 
However, considering the effect of such expenditure on the value of 
-various fixed assets MAMC had transferred onJy a part of &Uch 
'expenditure "expenditure during -the construction" Account. The 
remaining amount of expenditure was transferred to a sub-head 
"deferred revenue expenditure" for being carried forward and 
written off in a specific number of years. Even in the initial cost 
-estimates, there was an element of deferred revenue expenditure 
shown under specific heads "Expenditure on foreign experts" and 
"'expenditure on training". While preparing the latest estimate, 
the position regarding "deferred revenue expenditure" was re-

-examined and the project cost estimate re-cast providing for the 
portion of deferred revenue expenditure which was not included in 
-earlier estimate!. It may be added that while the various heads of 
(expenditure -under the original project cost estimates have ur.der-

1 :3009 _J..S.-:1. 
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gone revision in the revised estimates, it has been possible to bring-
down the total estimate from Rs. 38.43 crores to Rs. 37.60 crores. * 
[Ministry of Steel and Mines, Deptt. of Steel O.M. No. 7-149170-HEP' 

dated the 3rd November, 1971]~ 

Further information calied for by the Committee 

(a) Whether the capital cost of the project has since been approv-· 
ed? 

(b) If not, what is the latest position? 

(c) What are the comments of the Ministry to the observations,. 
made by the Committee' in pal'u 2.19 & 2.20 of the Report regarding 

inordinate delay in the approval of the estimates. 

(d) In para 2.21 the Committee observed that it was highly im-
proper to incur expenditure in excess of the amount provided for 
under a particular head and to adjust the same according to con-
venience under another bead. What ate tne 'comments of the Minis-
try to the observations of the Committee? 

{Lok SabhaSectt. D. O. No. 23-PUI71 dt. 22-12~71]. 

Reply of Government 
(8) Approval ot"the capital cost of the project was conveyed on 

27th December, 1971. 
--------------------_._--------. 

• At the time of factual verification the Audit have observed as under:-

"Regarding deferred reovenue expenditure CPU have not disputed the 
ComD'lercial practice of operating this head. Tbey have commented upon tbe 
booking of expenditure under a new item for which there was no provision 
in the estimates approved by the Board of Directors in June, 1964, which 
otherwise would have been booked under the existing items and may have 
thus resulted in the actual expenditure on certain items exceeding the esti-
mates. This, will be clear if the Committee's observations in para 2.21 are· 
read with para 2.13 of their report. 

Regarding last sentence of the reply it may be mentioned that, if com-
parison is made between the original estimates and the latest revised esti-
mates under thE. two main heads i.e. (a) plant and (b) construction of town-
ship (as done on Page 3 of the CPUs report) it will be seen that while the' 
estimates on plant increased from Rs. 29.30 crores (June, 1964) to Rs. 30.9a 
crore!; (Dec. 19139) the estimates for Township caine down from Rs 9.12 
crores to Rs. 6.64 crores. As regards TowllBhip estimates, it will not correct 
to. call the reduction as saving as the estimates approved by the Board in 
June, 1964 were on the high. side and in order to arrive at the correct esti-
mates the Board had itself desired the Management to put up a more realistic 
estimate considering the actual requirement (tXde para 2.7 Of' the CPUs 
Report). In view of the,above position it'may not be correct how the con-

I elusion that the total estimates were brought down." 
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(b) Does not arise. 

(c) It is agreed that there was avoidable delay in the approval of 
the capital cost of this project. The circumstances leading to this 
delay have already been explained. 

(d) It is a fact that by misapprehension, the heads of account 
"Deferred Revenue Expenditure", "Expenditure on Foreign Experts" 
and "Expenditure on Training" were operated upon and the amounts 

indicated.' below were booked under these heads:-

(i) Deferred Revenue Expenditure 
(ii) Expenditure on Foreign Experts 
(iii) Expenditure on Training 

Total 

Rs. in lakhs 
.. 227.12, 

112.17 
71.80 

411.09 

The amounts so booked under these heads have been written oft 
over a perbd of years as indicated below:-

1966-67 
1967.:68 
1968-69 
1969-70 
1970-71 
1971-72 

Rs. in lakhs 
44.08 
80.32 
80.87 
81.62 

(Proposed to be written off) 82.22, 
41.98 

Total 411.09 

But for this write-off, the Capital- Expenditure on the Plants would 
have been higher to this extent. However, as the amount has been 
written off and the loss for the correspondingly increased, it will not 
be possible now to do any thin I:! to restore the capital amount to what 
it would have been the heads of accounts "Deferred Revenue Ex-

penditure" etc. not been operated at all. 

[Ministry of Steel & Mines (Deptt. of Steel) D.O. letters No. 7-27(10-
HEP dt. 19-2-72 and 3-4-72]. 

Further information called for by the Committee 

(a) It has been stated that the circumstances leading to the delay 
in the approval of the capital cost of the project have already been 
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explained. The reference to the document where the reasons for 
delay have been given may kindly be indicated. 

(b) The authority for writing off the expenditure over a period 
of years may also be stated. 

(Lok Sabha Sectt. O.M. No. 23-PU170 dt. 24-5-1972) 

Reply of Government 

(a) The reference is to paras 2.2 to 2.8 of the 65th Report of the 
Committee on Public Undertakings. 

(b) The deferred revenue expenditure was written off over a 
period of five years as authorised by the Board of Directors, of 
M.A.M.C. 

[Ministry of Steel & Mines (Deptt. of Steel) O.M. No. 20-42/72-
HEP dt. 19-6-72]. 

Recommendation (Serial No.2) 

The Committee regret that no definite schedules of construction 
and commissioning of the Project were drawn up. First, the general 
Indication was that the Project would be commissioned by the end of 
1964, and later Russian Team indicated end of 1966 as the period 
for the completion of the main units of the Project. In August, 
1969, there were 21 machine tools and components of the Project 

still to be completed and so to say the erection is still in progress. 
The completion of the erection has been delayed by nearly five years. 

The Committee deplore the inordinate delay in the completion of the 
Project and regret that no heed was paid to the recommendations of 
the Estimates Committee contained in their 51st Report (1963-64) 
wherein they had stated, "it is essential for proper planning and exe-
cution that definite time schedules of construction and commissioning 
of Project are prepared as early as possible and adhered to." Even the 
Ministry did not show any concem in regard to the delay in the cons-
truction and commissir'lning of the plant and have failed to anaJyse 
the causes for the same and fix responsibility for the various lapses 
committed by those who were incharge of the execution of work. 

(Paragraph 3.5) 

Reply of Government 

It is true that the scheduled dates of completion of the various 
units were not given in the Detailed Project Report. A schedule of 
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construction and commissioning of the project was, however, drawn 
up in 1960-61 with reference to the Detailed Project Report for 
30,000 tonnes approved in August, 1959. This was done in consulta-
tion with the Soviet Collaborators and the progress of the project 
was being followed up with reference to the said construction sche-

dule. The connected civil construction work started as per schedules 
served the capacity need of the supplementary. Detailed Project Re-
port approved in 1962 raising the capacity of the plant to 45,000 
tonnes. The sequence of civil construction as given, was same for 
45,000 tonnes capacity. The other time schedules for commissioning 
of shops, delivery of equipment etc, remained the same and the 
sequence was drawn up for production need. It is regretted that the 

existence of this schedule was not brought to the notice of the Com-
mittee earlier·. t~ 

2. The Soviet long-term planning team that came in 1964-65 t() 
render technical assistance in working out a perspective production 
plan for the coal mining machinery plant nad, however, re-assesfled 

• At the time of factual verification of the Report, Audit pOinted out the 
following facts:-

"The sentence does not tally with the reply sent to Audit for vetting 
which read as follows:-

'This '3"hedule of construction and commiSsioning was applicable also to 
the supplementary Detailed Project Report approved in 1962 raising the 
capacity of the plant to 45,000 tonnes'. 

The following observations were made by Audit as a result of vetting of 
the Ministry's reply:-

(1) The CapaCity of 30,000 tonnes and 45,000 tonnes should be read as 
30,000 tons and 45,000 tons. 

(ii) The Blue print refereed to in' the reply and produced to Local Audit 
Officer was neither signed by any body nor was it dated. It was alao not 
complete. There was no preface to the blue print and there was no indica-
tion therein about the time of its preparation. That the blue print was pre-
pared in 1960-61 is, therefore, not supported by any documentary evidence. 

(iii) The M.A.M.C. could also not produce any record to indicate that this 
blue print was actually taken as a guidance to' watch the progress of con~ 
strucdoH. Even the draft perspective production plan for 45.000 tons capa-
city ubmitted on 2-3-1965 by the Long Term Planning Team does not 
mentiorl the delays in comtruction and commissioning with reference to the 
scheaules laid down in the Blue Print. 

(iv) The Ministry could not also clarify as to how the Blue Print drawn 
up in 1980-61 for a plant capacity of 30,000 tons could also serve a guideline 
even after tne capacity had been increased to 45,000 tonnes in 1962. 
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with reference to the schedule drawn up originally, the progress of 
construction of the plant and . indicated that completion of work of 
the main units should be made by the and of 1966. 

3. While 21 machine toolslequipmellt awaited completion of erec-
tionlcommissioning in August, 1969, it may be stated that all the 
units (production shops) were handed over for commencement of 
manufacture beginning from October, 1962 (pattern shop) to August, 
1964 (Machine Shop II). It was also be mentioned that the first item, 
viz. a Centrifugal Pump was manufactured in April, 1963 and was 

delivered to NCDC while the first Belt Conveyor was manufactured 
In the plant and was delivered to NCDC in December, 1964. Sequence 
of erection and commissioning of machine tools and equipment was 
planned in conformity with the requirements of manufacturing pro-
gramme and erectionlcommissioning of only a few items was delayed 
as these were not immediately required in the context ot the diversi-
fication in the manufacturing programme of the Company. A detailed 
review has revealed, inter-alia, the delay in construction and com-
missioning did not materially affect the production of the company 
in view of the fact all the items of coal mining machinery, as enume-
rated in the Detailed Project Report, were not required to be taken 
up for manufacture as there were no demands for them. The facili-
ties available were, therefore, adequate to meet the requirements of 
the production programme, in the initial stages. 

[Ministry of Steel and Mines (Department of Steel) a.M. No. 
7-121/70-HEP dated the 22nd March, 1972]. 

Further Information called by the Committee 

It is seen that certain points in the reply of the Ministry have 
been referred to the Chief Auditor, Commercial Accountfl, Ranchi. 
If the reply has been revised in the light of Audit comments, 25 
copies of the revised reply duly vetted by Audit may kindly be fur-
nished. 

[Lok Sabha Secretariat, O.M. No. 23-PUI 70, dt. 24th May, 1972]. 

Reply of Government 

The Audit Board have since intimated that they have no fur-
ther comments to offer. However, they have stated that the Chief 
Auditor Commercial Accounts, Ranchi has reported to them that 
not SP~ifi.c document showing that a detailed review relating to 
delays in the construction and comm·issioning, had been made could 
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not be pro4,uced l;Iy the ~agement of KAMC. This is being fur-
ther checked up with MAMC. 

1Miny. of Steel & Mines (Deptt. of Steel), a.M. No. 20-42 I 72-HEP-I, 
dt. 13th June, 1972]. 

Further Information called by the Committee 

Whether the said document has since been shown to Audit. If so, 
kindly furnish a copy of the same. 

lLok Sabha Secretariat, D.O. No. 23-PU170, dt. 26th June, 1972]. 

MAMC have intimated that they have furnished to the local Audit 
a document purporting to show that a review was made of the 
saleable output vis-a-vis the available capacity pertaining to the 
period 1965-66 to 1967-68 establishing the point that delay in cons-
truction and commissioning of the Plant did not affect the produc-
tion materially. The comments of the local Audit are, however, 
yet to be received. 

lMiny. of Steel & Mines (Deptt. of Steel), O.M. No. 20-421 72.HEP, 
dt. 10th August, 1972]. 

Further infonnation furnished by "Geverament 

The Audit Board· have not been able to accept the documents 
·produced by MAMC as conclusive proof of the statement that a 
detailed review was cond\lcted to show that delay in construction 

._-_. __ .----_. --
• At the time of factual verification the Audit have stated as under:-

''The Ministry's contention in sub-para 3 of their reply that sequence of 
erection and commissioning was planned in conformity with the requirement 
of manufacturing programme and th.at delay in construction and commission. 
ing did not materially affect the prodUction of the Company in view of tJl1! 
fact that all items of coal mining Machinery were not req\lired to be taken 
up on account of lack of demand, does not fit in with the realons for shortfall 
in production as. incorporated in para 5.02 of the Audit Report (Commercia!), 
1969, one of the reasonll being delay in erection and commissi-oning of 
machines. The facts in the Audit Report were not contested by the Ministry 
while sending their reply in January, 1969. 

In respect of the Ministry's contention that a detailed review' has revealed 
that delay in construction and commissioning did not materially affect the 
production, the Company sent a statement to local audit indicating the actual 
production tlis-a~vis the installed capacity during 1964-65 to! 1967-68 and 
argued that this was an Indication of n1e fact mentioned in their reply. The 
low production itself does not necessauly imply that this was due to 1acko! 
iJemand for products. No other docuna ·:nt in support of the 'fact that a review 
'Was made, was proC:tuCNid." 
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and cOmmissioning of plant did not materially affect the production, 
of th~ plant in view of the fact that all items of Coal Mming. 
Machinery as enumerated in the D.P.R. were not requlrea to be 
taken up for manufacture as there were no demands fur them. 
How.ever, we do not consider that any change in the reply already 
furnIshed to the Committee is called for under the circumstances. 

[Miny. of Steel & Mines, D.O. No. 20-42J72-HEP(I), dt. 21-11-1972.j. 

Recommendation (SI. No.3) 

The Committee are unhappy that no provision was made in the-' 
agreement with the foreign collaborators, Mis. Prommashexport, to 
ensure timely and an agreed sequence of the supply of 23,363 tonnes. 
of machinery and equipment which were to come from the Soviet 
Union. The main contract No. 624J4, dated 30-7-1962 has only an, 
omnibus stipulation of delivery period as 1960-65. The Committee 
feel that the delivery of the various items and its sequence of ship-
ment ought to have been explicitly and specifically provided tal 
enable the Company to draw up an efficient and orderly sequence of 
its erection schedule and dovetail it with the indigenous supply and 
civil construction. In the absence of such a schedule of shipment 
from the collaborators it could not be possible to draw up an erec-
tion schedule of the Project. 

The Ministry agreed for an extension of the delivery period to-
March, 1967, without carefully examining its financial repercus-
sions on the cost of the Project and without even asking the colla-
borators to make good loss on account of delay in the shipment 
according to the original stipulation. Further, no demand on the 
foreign suppliers was made when the equipments were not supplied' 
even within the extended period "f March, 196'T. The Committee 
regret to note that the Project cost has gone up by Rs. 1575.47Iakhs' 
plus the escalation (in the cost of indigenous materials as a result 
of delay in the supply) of materials equipment by collaborator. 
The delay in the supply of equipment and material also resulted iil' 
delay in the construction commissioning of the Project. 

It has been stated that the delay in commissioning of the Project 
did not materially effect the production programme of the Corpo-
ration. It has, however, been pointed out by the Audit [Audit 
Report (Commercial), 1969 P. 23] that one of the reasons for the 
shortfall in production was the delay in the erection and com~is
sioning of machines (originally, all machine tools should have been' 
erected and commissioned by July, 1966). As the fOreign .upplier 
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failed to supply all the. equipment in time, additional capacity: 
which was expected to be established did not materialise". 

The Committee feel that no serious efforts has ·been made by the' 
Management I Ministry to assess the actual loss suffered by MAMC 
as a result of delay tn the construction and commissioning of the 
Project. The Committee are of the opinion that the question of 
extending the delivery schedule deserves to be enquired into by 
Government. 

The Committee feel that a penalty clause, which is a usual fea-
ture of an agreement of supplies, to ensure timely delivery, ought 
to have been provided in agreement of this nature. The Committee 
regret that "at no stage, the question of incorporation of the penalty 
clause was considered by Government" and put to the collaborators. 

Owing to the non-existence of the penalty clause in its agree-
ment with the USSR the question of extra expenditure incurred· 
on the Project as a result of delay in the supply of equipment and 
materials could not be taken up with the suppliers. The Com-
mittee feel that the delay in the supply of vital equipment should' 
not have been condoned so easily but should have been viewed 
seriously. 

The Committee recommended that the question of providing a· 
penalty clause in all such agreements needs to be examined with-
a view to bind the supplier to an agreed schedule. 

Reply of Government 

A detailed blue-print containing, inter alia, schedules of delivery· 
of equipment and materials, sequence of erection and commission-
ing of the same was drawn up by the MAMC in consultation with 
the collaborators. The said blue print also contained schedule of 
indigenous procurement of materials and. equipment and all these 
schedules were synchronised with the over-aU programme of erec-
tion and commissioning of the Plant. However, it is agreed that 
as far as possible, the schedule and sequence of deliveries should be 
provided in such contracts to make the commitment legally bind-
ing. 

3.16 In the absence of penal clause in the contract with the colla-
borators no claims for liquidated damages could be preferred on 
them. Howp.ver. the collaborators were asked on the 22nd April,. 
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J.968· to make good the loss sustained by the Company _on account 
{)f the following: 

(a) Rs. 54,600/- spent by MAMC for obtaining materials and 
equipment indigenously which were to be supplied but 
had not been supplied by Mis. Prommashexport. 

(b) Rs. 1,99,5261- spent by MAMC for procuring materials 
indigenously due to non-supply of the same by Mis. 
Prommashexport in time for commissioning plant equip-
ment. 

At the intervention of the Soviet Economic Counseller in Delhi 
with whom the matter relating to settlemt:lh of claims was pursued 
by MAMC a communication has since been received from Mis. 
Prommashexport rejecting MAMC's claims as being time-barred. 
The matter is again being taken up by MAMC with the supplier as 
a review has revealed that the claims were taken up with the sup-
liers within the valid period. 

Delay in erection and commissioning, did not materially affected 
the production programme of the Company in view of the fact that 
.all the items of Coal Mining Machinery as enumerated in DPR 
were not required to be taken up for manufacture as there were 
no demands for them. The facilities available were adequate to 
meet the requirements of the production programme at the initial 
.stages. 

Assessment made by MAMC in regard to Loss has revealed that 
- extra expenditure to the extent of Rs. 157.-J.7 lakhs had to be incur-

red by the Company due to delay in supply made by the collabora-
torS. The additional expenditure which had to be incurred due to 
escalation of -the cost of indigenous materials, as a result of delay 
in the supply of equipment by the collaborator, is difficult to esti-
mate with any degree of accuracy. 

As regards· extension of delivery schedule, it may be stated that 
in 1966 when the extension was granted by the Company, most of 
the principal equipment and machine tools had been reeeived. On 

• At the time of factual verification of the Report Audit have pointed out 
as under:-

''While Company's letter dated 22-4-1968 to the Soviet suppliers indicated 
(in an annexure) the details of Rs. 1.99,526, only a sum of Rs. 54,000 was 
cla~med fro;m the suppliers. . The letter did not indicate that besides Rs. 54.600. 
whether amount of Rs. 1,99,526 was also claimed." 
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a scrutiny made of the balance items yet to be suppUed, it was 
found that delay in supply of certain items would not substantially 
affect the production programme of the Company. Other related 
aspects do not appear to' have been kept in view in agreeing to the 
extension viz., affects of devaluation, extension of stay of experts 
etc. This is regretted. 

While penalty clause in all commercial transaction is considered 
necessary, this question has to be considered in the context of each 
agreement whether the penalty clause is to be waived. 
IMiny. of Steel & Mines (Deptt. of Steel), O.M. No. 7-150i 70-Hl!;P, 

dt. 24th March, 1972]. 

Furlther Information called for by the Committee 

(a) Whether the matter regarding settlement of claims has again 
-,een taken up by MAMC with the supplier and if so, what is the 
latest position? 

(b) It has been stated that an extra expenditure to the extent of 
Rs. 157.47 lakhs had to be incurred by the Corporation due to delay 
in supply made by the collaborators. How has this amount been 
regularised? -

[Lok Sabha Sectt. O.M. No. 23-PU\710, dt. 24th May, 1972]. 

Reply of Government 

(a) The matter has been taken up with the supplier and is still 
being pursued. 

(b) The extra expenditure of Rs. 157.47 lakhs was incurred on 
the following items and has been adjusted accordingly:-

(i). Increase in cost of equipment due to 
devaluation of the Indian rupee. 

(ii) Extension of stay of .~oviet Specialists. 

(iii) Wages of construction staff 

Rs. 85.53 lakhs. 

Rs. 1.80 lakhs. 

Rs. 70.14 lakhs. 

Rs. 157.47 lakhs. 

[Miny. of Steel & Mines (Deptt. of Steel), O.M. No. 20-421 72 ... HEP, 
dt. 19th June, 1972]. 

BeC01llD1endatiOil (Serial No.4) 

The Committee are of the opinion that the agreement regarding 
the sequenc:e of delivery of equipment and machinery should form 
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a part and parcel of the contract regarding the supply of suclb 
machinery. In this case, the collaborators were informed about the 
sequence of supply 'Of machinery and equipment orally at meetings 
held with them, which have no legal binding. The Comniittee 
regret that no minutes of the meetings with the representatives of 
the supplier regarding the sequence of delivery 'Of plant and machi-
nery were kept. 

It is surprising that the vital communications relating to sequence 
of delivery of plant and equipment are not available. In their 
absence how the Corporation has been able to verify that a parti-
cular equipment has been received according to laid down schedule, 
is beyond anyone's comprehension. The Committee feel that the 
loss of such an important communications should be investigated~ 
by the Ministry followed by fixation of responsibility. 

(Paragraphs 3.24 & 3.25). 
Reply of Government 

The desirability of a schedule regarding sequence 'Of delivery of 
equipment and machinery forming a part of the contract is admitted 
in prinCiple. It may, however, be stated that colrection of, neces-
sary detailed information!data for preparation of such a schedule 
is time consuming and it is in consideration of this that such a 
schedu~e is generally drawn up by the parties concerned after the' 
conclusi'On of a contrat. 

The circumstances leading to the loss of vital communication 
relating to sequence of delivery of plant and eqUipment are being 
examined in consultation with the company and further communi-
cation will follow. 

[Miny. of Steel & Mines (Deptt. of Steel) O.M. No. 7-150!70-HEP .. 
dt. 18th November, 1971] .. 

Further information called for by the Conamittee 

(a) Whether the circumstances leading to the loss of vital com-
munications relating to sequence of delivery of plant and equip-
ment have since been examined? 

(b) if so, what are the findings of the Ministry? 
[Lok Sabha Secretariat D.O. No. 23-PU /71, dated 22-12-1971]. 

Reply of GovernmeBt 

(a) and (b). The examination is yet to be completed. 

[Ministry of Steel & Mines (Department of Steel) O.M. No. 20-42' 
24-42-HEP-I, dated 13th June, 1972] .. 
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Further information called for by the Committee 

Whether the circumstances leading to the loss of vital com-
,munication relating to the sequence of delivery of Plant and equip-
. ment have since been examined and if so, what are the findings of 
the Ministry? 

fLok Sabha Secretariat O.M. No. 23-PU /70, dated 24th May, 1972]. 

Reply of Government 

As a first step, a Committee has since been constituted in MAMC 
-to investigate the details of this case. The report of the Committee 
is awaited. 

{Ministry of Steel & Mines (Department of Steel) O.M. No. 20-42 
REP-I, dated 13th June, 1972]. 

Further information called for by the Committee 

It has been stated that a Committee had been constituted in 
~AMC to investigate the details of the circumstanies leading to the 
-1'llss of vital communication relating to the sequence of delivery of 
-plant and EqUipment. 

(a) When was this Committee constituted? 
(b) Whether the Committee have SUbmitted their report? 

and 
(c) If so, what are the findings of the Committee? 

. [Lok Sabha Secretariat D.O. No. 23-PU /70, dated 24th June, 1972J. 

Reply of Government 

(a) A committee of Officers of Mining and Allied Machinery 
'Corporation was constituted early in June, 1972, to investigate this 
·case further. A request has also been made by MAMC to Heavy 
]:ngineering Corporation Ltd., Ranchi to nominate their representa-
thres who were associated with such matters in the formative stage 
of the Company, on the Committee. A programme of. joint veri-

-fl( ation is to be drawn up after HEC have nominated their repre-
-se ntatives. 

(b) The report of the Committee is still awaited. 

(c) Does not arise. 
[Ministry of Steel & Mines Department of Steel O.M. No. 

20-42/72-HEP, dated 10-7-1972]. 
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Recommendation (Serial No.5) 

The Committee are surprised to note that the agreement for the 
supply of equipment and material contained a clause according to 
which full amount of Rs. 10,33,24,977 had to be paid even if the actual 
net weight of the equipment and malterial fell short of the total net 
weight of 23.363 tonnes specified in the agreement. The Govern-
ment was forced to make the full and final payment although about 
8 per cent of the contracted quantity still remained to be supplied. 

The Committee have further noted that 42 items, mostly repre-
senting electrical and instrumentation accessories, are yet to be-
recevied. They regret that payment of Rs. 1.042 crores for the equip-
ment and material was made by the Government to the collaborators 
in May 1967, whereas the Joint examination was undertaken in Sep-
tember, 1967. Government should have taken up the matter with 
the Soviet authorities much before the algreed date of p~yment parti-
cularly wHen they were -aware of the basic flaw in the' agreement. 

The Committee recommend that the circumstances in which such 
a clause was inserted in the agreement should be investigated so as. 
to avoid such serious lapses in, future. 

The Committee regret to note that the matter has been allowed 
to linger for years and no settlement has been reached so far. They 
recommend that the matter should tJe finalised without any further' 
delay. 

(Paragraphs 3.29 to 3.30). 
Reply of Government 

It may be pointed out that the total weight of the equipment was' 
really not relevant to the supply of equipment, which was in accord-
ance with the details of specification listed in Appendix I of the· 
Agreement. The total weight was presumably calculated on an 
approximate basis only to work out the rational value per tonne for' 
the purpose of preparing invoices as and when shipments were made. 

The amount of Rs. 1.42 crores was not paid by the Government to 
M! s. Prommashexport. This payment was obtained by the foreign 
collaborators from the State Bank of USSR in Moscow after presen-
tation of the requisite documents in accordance with the procedure 
stipula1ed in the contract. There was, therefore, nothing to prevent 
this payment being made to the foreign party. As regards the 
circumstances in which such a clause was inserted, it is submitted 
that such a clause existed in similar agreements concluded in the 
past by Heavy Engineering Corporation (HMBP) Limited and Bharat 
Heavy Electricals Limited (Hardwar Plant) with ~he Soviet autho-
rities. Further, it is difficult at this stage to find out exactly how 
such a clause was inserted in the agreement. 
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Discrepancies in supply .nd other outstanding issues are under-
negotiation and settlement since 1967. The matter is also being 
followed up through the Soviet Economic Counsellor in India who 
was reminded in June, 1970. 

[Ministry of Steel & Mines (Department of Steel) O.M. No. 7-150170-
HEP, dated the 6th March, 1972]. 

Further infonnation called for by the Committee 

What is the latest poSition regarding settlement of outstanding 
issues with the collaborators? 

[Lok Sabha SecretariBlt O.M. No. 23-PU /70, dated 24th May. 1972]. 

Reply of Government 

The matter regarding discrepancies in the supply of plant and 
equipments against the main contract, has been taken up with Messrs. 
Prommashexport, Moscow. The discrepancies are yet to be resolved 
to the mutual sliltisfaction of both the supplier and the customer. 

[Ministry of Steel & Mines (Department of Steel) O.M. No. 20-42172-
HEP, dated 19th June, 1972]~ 

Recommendation (Serial No.6) 

The Committee do not agree with the explanation of the Govern-
ment that the desirability of weight tolerance clause was not felt 
as the contracts was for the supply of plant and equ'pment aG per 
speCifications detailed in an annexure to the contract. They feel that 
had the terms of the contract been clear there would not have had 
an occasion for the dispute, regarding the shortage of equipment and 
material by the collaborators in terms of tonnage. The Committee 
recommend that the need for provision of such a clause should be 
brought to the notice of public sector undertakings and adm:nistra-
tive Ministries for future guidance. 

The Committee understand that the need for uniformity in con-
tracts executed by the valI"ious project authorities has been felt for 
some time and the Ministry of Finance have been trying to frame 
a model contract for adoption by all concerned parties. They feel 
that such a model contract should also be examined and vetted by 
the Ministry of Law, which would have proper cell to eXSIIIlinc and 
approve such contracts. 

(Paragraphs 3.34 and 3.35) ~ 
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Reply of Government 

The observation of the Committee is being brought to the notice 
'of all Ministries and Departments and through them to the various 
public sector undertakings. The Committee's recommendation re-
,garding the framing of a model contract has been noted and will 
be taken up with the Ministries of Finance and Law. 

TMinistry of Steel & Mines (Department of Steel) O.M. No. 7-150170-
HEP dated the 18th November, 1971]. 

Further infonnation called for by the Committee 

Whether the Committee's recommendation regarding framing of 
-a model contract has since been taken up with the Ministries of 
Finance and Law and if so, with what results. Please furnish the 
npto date information with regard to the action taken on the recom-
~mendation. 

[Lok Sabha Secretariat O.M. No. 23-PU /70 dated, 4-2-1972]. 

Reply of Government 
-

Further action on the recommendation is still to be taken. This 
-could not be done so far as replies to the related recommendations 
'Nos. 3, 4 and 5 were being framed in consultation with MAMC. 
Action will now be taken as soon as possible. 

::[Ministry of Steel and Mines (Department of Steel) D.O. letter No. 
7-27170-HEP dated 3rd April, 1972]. 

Further information called for by the Committee 

(a) Whether the observation of the Committee has been brought 
to the notice of all Ministries and Departments and through them to 
the various public sector undertakings. 

(b) Whether the Committee's recommendations regarding fram-
ing of a model contract has been taken with the Ministries of Finance 
and Law? Upto date information with regard to the action taken on 
the recommendation may be furnished. 

[Lok Sabha Secretariat O.M. No. 23-PU /70, dated 24th May, 1972]. 

Reply of Government 

(a) The observations of the Committee have been brought to the 
notice of all Administrative Ministries /Deputments on the 8th June, 
1972. The concerned Ministries/Departments have been requested 
to bring these instructions to the notice of the undertakings under 
them. 
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(b) '.fhe recommendation regarding framing of a model contract 
has been taken up with the Ministries of Finance and Law. The 
comments of these Ministries are awaited. 
[Ministry of Steel & Mines (Department of Steel) O.M. No. 30-42-1'72-

HEP-I, dated 13th June, 1972]. 

, '. Further Infonnation called for by the Committee 

It has been stated that the recommendation of the Committee 
regarding framing of a model contract had been taken up with the 
Ministries of Finance and Law. On what date the matter was taken 
up with the Ministries of Finance and Law and what are their 
commen.ts?, 

[Lok Sabha Secretariat O.M. No. 23-PU!70, dated 26-6-1972]. 

Reply of Government 

The issue wa's taken up with the Ministry of Finance (Depart-
ment of Economic Affairs) and Ministry of Law (Department of Legal 
Affairs) on the 3rd June, 1972. The comments of these Ministries 
are still awaited. 
{Ministry of Steel & Mines (Department of Steel) O.M. No. 30-42,172-

! HEP-I, dated' 10-7-1972]. 

Recommendation (Serial No.7' 

The Committee regret to note that conflicting statements h,ve 
been made in regard to the targets of coal production in the country 
during the Fourth Five Year Plan. 

At one place it has 'Qeen stated that th~ capaCity of the Project 
was revised from' 30,000 tonnes to 45,000 tonnes on the basis of the 
coal targets having been fixed ,at 136 M; tonnes during the Fourth 
Five Year Pla'n. Subsequently;' however, it has been stated that 
coal targets for the Fourth Five Year Plan were fixed at 200 M. 
tonnes. 'In the absence of the actual data it is difficult to say how 
far the revision of the capacity was justified. 

(Paragraphs 4.5 & 4.6). 

Reply of Govemmeat 

Target for coal production during the Fourth Plan had not been 
fixed finally at the, time it was decided to expand the capacity of the 
.Coal Mining Machinery Project from 30.000 tonnes to 45;000 tonne5 
a year. Various figures were being mentioned 88 the likely target;s 
3009 L.S.-S ;, . '. I ii, I ': 



106 

and the figures referred to are the figures of the likely targets rather 
than the targets themselves. It was natural that there should be 
varia·tion in the figures of targets mentioned from time to time. It 
would. appear tllat tAe target initially enviuged f0t' production of 
~, during the Fourth PlUl period, was 200 million tonnes and this 
figure has been mentioned in the inter-departmental discussion relat-
ing to the. revision of capacity of the Plant. Subsequently, a target 
of 136 million tonnes appears to have been envisaged. 

[Ministry of Steel & Mi.nes (Depaclmeat of Steel) O.M. No. 
7-1S4170-HFlP, dated Allgust 11, 1:971]. 

Further Information called fol' by the Committee 

In reply to this recommendation it has been stated that the target 
period was 200 million, toaa. and Uris figure has been mentioned 
initially envisaged for production of coal during the Fourth Plan 
in the inter...depar.tmentM disCUHions reblting to the revision of the 
capacity of the pl~t. 

At page 23 of the Report it has, however, beea stattd that in 
Apr~ 1960 i.e. j..ust after about one month after s.ipiJM tbia con-
UlU:t GGvernment thoueht it wise to accept the revised target for 
coal production of 136 M. tonnes and 180 to 200 M. tonnes for the 
Fourth and Fifth Five YeM" iJ'Illn. AoeeIrGiDgiy they signed a con-
tract for the revised Project Report and working drawings for 45,000 
tonnes capacity OR 12th DeceflllleF, 1960. 

(a) The above two statements. ~ be:rec~iled. 

(b) Kindly state the actuJl position rega'I'Qing coal pt:odll~tion 
targets from time to time in the ChronoIQgjcal oroer. 

~ wa, .. ftJur,e WM .kIm iIltO' .coo\lnt III th~ DIne of "vilion of 
eapactiiy irom. 3O,GOO tenl)el' 1& 48,009 to~? 

(Lok $lbha Secretarta~ O.M. No. 23-PU /70, dt. 24th May. 
. 1972). 

Reply of GoVet'lllDent 

(a) As a.J.ready stated in the reply to the recommendation, vari-
Ola fIIare. were beinf melltiOaed' as the HJtely targets and the fig-
ures referred 1:& In page 28· of tile- l\epMt, 1rMeh was based on the 
initittl iftfOnn'atiOft 1\mlWte41 by MAlIC ~ the Mianitry to the 
Committee, are figures of the lilMty taFf6ts ratier than, the targets 
themselves. The likely target of 200 million tonnes of; eeai duriag 
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the Fourth Plan period has been mentioned in the inter-depart-
mental discussions relating to the revision of the capacity of the 
plant. 

(b) It is difficult to furnish a statement in chronolo-gical order. 
Different figures have been mentioned at different times and it 
would be difficult to reconcile these various figures at this point of 
time. 

(c) In the inter-departmental meeting where the expansion of the 
capacity from 30,000 tonnes to 45,000 tonnes was agreed upon, a 
reference had been made to the fact. that the target of coal produc-
tion of 100 million tonne') during the Third Plan period wa~ likely 
to go up to about 200 million tonnes during the Fourth Plan period. 
It would, therefore, appear that the decision to increase the capacity 
of the plan,t from 30,000' tonnes to 46j OOO tonnes was based on the 
likely target for production of coal during the Fourth Plan period, 
of 200 million 'tonnes. 

[Ministry of Steel & Mines (Department of Steel) O.M. No. 
20-42-72-HEP-I dated 13th June, 1972.]. 

Recommendation (Serial No. 9) 

The rated capacity for this Project was related to the develop-
D\ent of the coal capacities in the Fourth and Fifth Five Year Plans. 
1;'he coal raising targets have unfortunately proved to be wrong 
and, that is one of the primary reasons why this project has come 
to this sad plight. The Committee were told that one of the objec-
ti~es f()f putting up MAMC was to manufacture mining equipment 
pallticularly for opening up new mines which was to take place un-
der NCDC. Since the targets of .coal production was drastically 
revised, NCDC did not go in so extensively for opening up new 
mines and as a reSult the products manufactured by MAMC could 
not find a maTket. 

What surprises the Commit.tee most is that the Ministry f~iled 
tc.l take remedial measures the moment they came to know that the 
c~al wsin~ targets are not coming up to original estimation and 
wouJ4 be much less 1ihan what was anticipated in the beginning. The 
CQJ1WliUee (~l th.1l~ if ~h~ 14in~try w~~ alert they woQ1d have taken 
remEKljal, measures. in tbrie to revise the rated capacitY or taken up 
diV~ri,it~~~on schemes much earUer than what they have done. 

(Paragraphs 4.27 & 4.28) 
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Reply of Government 

There wa-s a good deal of uncertainty about the targets to be 
fixed for production of coal during the Fourth Plan period. It was 
not the situation that on a particular date the coal target was fina-
lised and the stage set for revising the capacity of MAMC. On the 
ba-sis of a decrease in the coal target initially anticipated, it was 
decided not to proceed with the Second Coal Mining Machinery 
Project which was earlier proposed to be set up with Polish Assis-
tance. The plant of MAMC had almost been completed by the 
time something definite was known about the decrease in the coal 
target. 

[Ministry of Steel & Mines Department of Steel O.M.No. 
7-l56/70-HEP, dated August 11, 1971]-

Reeomm.endation (Serial No. It) 

The Committee feel that if Government!Company felt that the 
production norms laid down in the DPR were not susceptible for 
adoption to Indian conditions owing to their being framed by the 
foreign experts, the Government should have represented this fact 
to the experts in time. In the event of their inability to agree, the 
Government!Company should have made their own assessment. 
Owing to this negligence on the pa.rt of the Government an erro-
neous impression about the production norms has come to stay. 

The Committee aloo understand that abnormally low output by 
workers was due to 'lack of skills and experience in the labour force 
and inexperience at the supervisory level and their general inade-
quacy to lead the labour force.' The Committee are of the opinion 
that both these causes could be remedied had the Government taken 
due care at the appropriate time-a lapse for which they do not 
deserve to be excused. 

(Para.5.58 and 5.59) 

Reply of Government 

When the DPR was submitted by the U.S.S.n. Iluthorities. produc-
tion norms laid down therein could not be verified as correspond-
ing norms were pot then available. Further, build-up of skills 'of 
workmen depend to a considerable extent o'n .the type of work re-
quired to be handled. For jobs of repetitive nature, skill of W'ork-
men even .wllile,worldng (Qn~ s~I?ri~ticated machines, growcom~a
ratively at a faster rate than when Jobs of diverse and non-repetlve 
nature' are handled. 
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In the DPR, production on certain items of equipment with fixed 
$pecifications had been envisaged. However, as the plant is now 
~ngaied in production of tailor-made, non-standard items without 
Elny scope for series or batch production, the development of skill 
has been much slower than what was anticipated in the DPR. 

It may be added that a few Soviet Specialistsllnstructors were 
brought on deputation by the compa·ny to work on some of the most 
difficult and sophisticated machines and to demonstrate to the wor-
leers with a view to improving their skill and productivity through 
IIn-the-job training. 

[Ministry of Steel & Mines, Department of Steel a.M. 
No. 7-135/70-HEP Dated, August 25, 1971.] 

Further information called for by the Committee 

In para 5.59 of the Report the Committee inteT alia observed that 
abnormally low output by workers was due to inexperience at the 
'supervisory level and their general inadequacy to lead the labour 
force. 

What the comments of the Ministry in this regard? 

[Lok Sabha Secretaria,t O.M. No. 23-PU /70 dt. 24th May, 1972.] 

Reply of Government 

It is difficult to offer specific comments on the observation made 
oy the Committee, especially at this point of time. The basis for 
the Committee's observation has not been indicated. However, one 
of the causes for the poor output can be said to be general inade-
quacy.at the supervisory level. 

[Ministry of Steel & ·Mines, Department of Steel a.M. 
No. 2O-42/72-HEP-I Dated 13th June, 1972.] 

Reeommenda!ion (Serial No, 21) 

The Committee regret to note that the cost of production of 
machinery and equipment manufactured by MAMC is more than 
their selling price. The three cases cited in the foregoing pages 
demonstrate that throughout the past ye31"s the company did not 
observe any fixed pricing policy with the result that the company 
had to SUffer a huge 10S9. The revision ;of 'the price later on does 
not give any credit to the company fa; jt created a very bad im-
pression in the. minds of customers. The recovery of the I!XCe8!11 

amount also created numerous complica.tions. 
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The Committee regret to note that because of the defective esti-
mates the company has lost heavily both on account of quoting far 
below the cost of production and at times below the market price. 
It appears that they a.re operating in a blind alley as they have no 
system of estimating. The Committee feel that the cases where 
the prices were quoted below the market price deserve thorough 
in1Testlgation in order to find out the deficiencies in the system of 
estimating and with a view to fix responsibility. 

(Paragraphs 6.12 and 6.13) 

Reply of Government 

It is admitted that in the paoSt the pricing policy and the costing 
system in M.A.M.C. were not quite satisfactory. However, in quoting 
prices for sale M.A.M.C. had n~essarily to be guided by the ruling 
market 1ptice and not by cost of prOduction, which in some cases 
might have been more than the. market prices. Guidelines for pricing 
policy to be followed by public enterprises have been laid down by 
Government and M.A.M.C. are following them. A system of costing 
and estimating has since been introduced in the company based on 
the recommenriations of a report submitted by National Produc-
tivity Council. A separate Estimating Cell has also been formed 
and suitable, steps ,have ,been and are being taken to improve the 
system of costing and estimating. 

It has been ascertaiwtd. .fr.om ,M.A.ltl,C., that whenever compar-
able market prices are availa.ble, quotations have been made after 
taking this into B'Ccount ,and, these have not been lower thm the 
ruling market prices. It has a110 been pointed out that in certain 
cases such as the supply of bulk' handling equipment for Haldia the 
equipment w8sbeing produced in India for the first time and there 
was no ruling market price as such to guide the formulation of 
estimates. 

The Audit 'Board have advised that the supply of conveyors to 
the National Coal,Dev.elopm~:nt c.qrpora.ti(m~td. and the submis-
sion of quotation for the' supply' 'of bulk han~ling equipment for 
Haldia Project should . be checked further. The matter has been 
taken up with :tbe company. 

[Ministry of Steel and Mines (Deptt. of Steet) O.M. No. 
, 7-1M jHEP dt. 11-8-1971.] 

Ful'theriDifomtatioaealled for by ,the Committee 

Whether the matter regarding supply of conveyers to National 
Coal Development Corporation Ltd. and the submission of QUota-
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tion for the supply of bulk handling equipment for Haldia Project 
has been checked further and if so, what are the findings of the 
Ministry. 

(Lok Sabha Secretariat D.O. letter No. 23-PU!70 dt. 22-12-71]. 

Beply of Govenunent 

This i. undercoMideration and the comments will be sent sepa-
rately. 

[Ministry of Steel & Miees (Department of Steel) D.O. 
letter No.' u't1ND'.P' 'tit. 19.;2-"12) 

'FUrlfa8l' Infonaation .cilUed mr ],y ·.ibeComllli*tee 

Final reply may be furnished. 

[Lok Sabha Secretariat O.M. No. 23-PU/70 dt. 24-5-72] . 
Beply of Goverameat 

TIle eot:ements of the Local Audit are ~I awaited' on the com-
paJlY's COmments regarding the two transactions referred to in the 
recommendation. A reply will be sent as soon as the comments 0(' 
Local Audit are received. 

[Ministry of Steel & Mines, Department -of Steel O.M. 
N.o. 20-42/72-HEP-1 Da~ '13th J,Ufte, 1972.] 

I'utther :lftfol'lRation e.ued for by the Committee 

It lias been etated· tbat the eoIIiJnents of the local audit 'regal'd-
ing the two transactions referred to in the rec0MJtlenaation were 
still awaUed. 

What is the latest position? 

[LOk Strbha Secretariat D.O. No. 23-PU/70 dated 
26th June, 1972.] 

Reply of Government 

In '.SO :far' aoS the sale of eonveyors to NCDC isceftCerDed, MAMC 
have 'HIfimated that -documents have be('.~l fl:rnhh'd to th:-: loc:-l 
Audit showing that the price of Rs. 1,13,500/- per conveyor was 
discussed with NCOC and ftMlisedMl: the basi8dflanded cost of 
similar coveyors. The revised cost estimate of Rs. 185,177 per con-
veyers has also been. shown to local Audit. The comments 'of the 
loeal Audit 'are .""atted. 
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2. The matter of increas('~ price is still being pursued with 
NCDC. 

3. As regards the estimate of costs for supply of equipment for 
the Haldia Port Project. MAMC have admitted that the landed cost 
of the equipment could 'have been ascertah~ed 'during the time which 
was available between the submiS$.ion of tender by .MAMC and 
placement of' orders by the Calcutta Port Commissioners. How-
ever, as it was then decided that MAMC would manufacture all 
the equipments indigenously with the minimum amount of impor-
ted components and that the World Bank loan would not be available, 
a few firms which were manufacturing this type of equipment might 
not have quoted a realtstic price as they would have known that the 
tender was not really for awarding the contract but only for fixa-
tion of price. 

4. This case was also investigated by.a Sub-Committee of the 
Board of Directors of MAMC and the cortclnsion was that for all 
the items for which MAMC was set up to manufacture, the estimates 
were satisfactory. It was only in regard to items for which spe-
cial design i.md tooling up was necessary that there had been under 
estimation. There was serious lacuna in regard to checks and com-
positions of the calculating done by the Design Department under 
the supervision of the Chief Design Engineer. The conclusion was 
that the Design Department of the Company took upon themselves 
and were committed to take the xesponsiblities. of under>taking this 
work and furnishing' an estimate for which they were not obviously 
equipped. The question of revision of the price payable to 
MAMC by the Calcutta Port Commissioners has been discussed 
with the Calcutta Port Commissioners and the Ministry of Trans-
port and Shipping and a joint meeting is being held to decide the 
issue. MAMC have submitted a revised price of Rs. 12.76 crores. 
In the meantime, the Calcutta Port Commissioners have agreed to 
make payments against supplies being made by MAMC under spe-
cial contracts, to the limit of Rs. 7 crores against MAMC's original 
offer of Rs. 4.19 crores. 

[Ministry of Steel & Mines, Departmeht of Steel, O. M. 
No. 20-42/72-HEP Dated 1()"7-72'l 

Further ClaQification from Govemment 

It has since been intimated by the Audit Board that MAMC 
have furnished copies of their correspondence with NCDC accord-
ing to which MAMC did 1I0t have sufficient data to prepare a cost 
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estimate before glvmg the quotation of Rs. 1,13,500 per conveyor· 
to the NCDC. This price was based on the landed cost as intimated 
by the NCDC with reference to the tender floated by them during 
1962. It has also been noted by Audit that an estimate was prepar-
ed before the NCDC was asked to increase the price. 

[Ministry of Steel and Mines (Deptt. of Steel) O.M. No. 
20-42/72-HEP-I dated 20th September, 1972]. 

RECOMMENDAT~ON (s1. No., 29) 

The Committee regret that the Coal Cutter Machine having been 
purchased in 1965, the question of import of gate-end-boxes for the 

. machines was taken up with theDGTD. JI;l. April, 1969, i.e., after a 
lapse of 4 years. The Committee faH· to 'appreciate the reasons put 
forward by the Management for such an abnormal delay. It should 
not have taken 4 years for the management to know whether or 
not such gate-end-box could be manufactured in India. The Com-
mittee feel that it is a fit case for investigation and fixation of res-
ponsibility. 

(Paragraph No. 7.42) . 

Reply of Government 

The decision to import prototypes was takeh by the Committee 
of Directors of the Company on 9th December, 1964 after obtaining 
the views of the CoaJ Industry with a view to developing design 
and technology to suit Indian mining conditions after necessary 
tests and trails. 

However, due to acute recession in the coal industry in subse-
quent years demands for mining machinery and equipment involv-
ing additional capital investment became sluggish. In the absence 
of demand from customers for this equipment (coal cutting ma-
chine), import of gate-end-boxes was not immediately arranged. 
Demand for this equipment was, however, received in. 1967 from 
Mis. N.C.D.C. for supply in 1971 and immediately a.fter ascertain-
ing that there was no prospect for indigenous production of the 
gate-end-boxes as was earlier expected, necessary quotations were 
called for and requisite action taken to import them. 

In view of the above, it is not considered necessary to a.rrange 
any furth~r investigations in the matter. 

[Ministry of. Steel & Mines, (Department of Steel) O.M. 
No. 7-138/70-HEP Dated the 13th Sept. 1971]· 
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Further Information called for by the Commi~tee 

(a) When did the Corporation come to know that there was 
no prospect for indigenous production of thegate-end-
boxes? 

(b) Whether thegate-end-boxes have sinee been imported 
and if so, when? 

(c) Whether the coal cutting machine along with the gate-
end-boxes has been supplied to NCDC and if so, when? 

[Lok SabhaSecretariat O.M. No. 23-'PU/70 dated 22nd 
September, 1972] 

Beply of Government 

·(a) Thedeeision to import the gate-end-boxes was taken in 
1'968. 

(b) These gate--en.d-boxes were imported in August, 1971. 
These were recently approved by the Director..Qeneral 
of Mines Saftey for use in Indian Mines. 

(c) The gate-end-boxes and the cOal-cutting machine will be 
supplied. to NCDC for trial withiA a month or so. 

[Ministry.of Steel & Mines, (Department of Steel) O.M. 
No. 20-42/72-HEP dated 11th Oct. 72] 

IIeeo!IuBendatie (Serial. No. 38) 

The Committee have noted with regret that the Corporation in-
curred a loss of re'Vel'lue amouDting to -Rs. 1.89 lakhs m the years 
196647 I/II(j 196748·an acccnmtof theirfaillUre to dlnlesttheir sur-
plus funds in Short term depasits wittt a' Bank. It is seen that CMl-
flicting statements have been made by the Management with re-
gard to 8Bcertainillg the ways and meaD8 positiorJ of the -corporation. 

The dat~ given in the Audit Report (Commercial), 1969 clearly 
indicates that the .Com.paay· was havw.g .un>1\lS funds mr months 
together. It has now been admittea. by the Management that inade-
quate attempts were made in the past to ascert in the position -of 
expected surplus funds which could have been invested even for a 
short period. 

The Committee feel that no surplus funds should be kept unin-
vested. 'They would likt! the company to inveStigate 'as to why the 
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fu~ds had not been invested and fix the responsibility for the loss 
suffered on that account. 

(Paragraph 8.25 to 8.27) 

It is agreed that the surplus funds should not have been kept 
uninvested. The 'Company 'have intimated that this was a 'bona)'lde 
mistake and that further investigation, as proposed, will not serve 
~ny useful purpose. Government agree with this view. 

[Ministry of Steel and Mines (Deptt. of Steel) O.M. No. 
1-122/'10-1mP tit.' 21-6-72] 

Reeommendation ($erial No. 44) 

The 'Committee observed that the company incurred an aviod-
,able expenditure of Rs. 1.39 lakhs on the purchase of 2099 water 
meters. But of ", .... ~e only 636 meters were installed a cost of Rs. 
60,4()2 and out of these 136 meters already installed. 186 meters have 
been removed at a cost of Rs. 2900. The Management has yet to 
remove the remaining 450meteI'S. Because of the abandonment of 
the scheme all the 2099 meters are yet to be disposed of. 

The Committee desire that the case regarding the purchase of 
meters should be investigated in order to find out the circumstances 
in which 'meters wer.e purcha6ed .withol1t 'makinga !deta1led. study 
about their utility. Efforts .should be made to dispose of the meters 
without any further delay. 

(Paragraphs to. 13 and 10. 14) ."y of GoYfJrlUlleat 
The decision to instal the water meters in the Township of 

Mining '" Allied Machinery Corporation 'Limited, was taken in 1962 
by the management of Heavy Engineering Corporation Limited, 
which was then in charge of the project. This decision to instal 
water meters was taken as part of the general decision to instal 
water meters in every resIdential quarter. The water meters in-
stalled were removed by the Management of MAMC during the 
period from October, 1967 to January, 19710 at)t had by then been 
proved that inst~llation of water meters was riot an economical 
proposition. Apparently, fu:11 details regarding the economics of 
the water distribution scheme were not available at the time of deci-
sionW88 taken to instal water meters. Of the 636 meters removed, 44 
were m+tnstaned in the quarters OCCupied by outside parties like fer-
'tilizer Corporation 'Of India and state Bank. It may be added that the 
installation of water meters in the Township of HEC was examined 

- by the Public Undertakings Committee in paras' 195 to 199 of their 
Fourteenth Report (4th Lok Sabha). 
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Out of 636 meters removed, 166 were removed by making a pay-
ment of Rs. 2900/- to the contractors. The rest were removed by 
engaging Departmental Labour. MAMC have intimated that ne-
gotiations are in progress with a, few Public Sector Propects and 
othe~ private agencies for disposal of the stock with,the Company 
at reasonable rates. An assurance has also been received on 1-9-71 
from the 'Development and Planning Department, Government of 
West Bengal for purchase of 800 Nos. of water meters. 

[Ministry of Steel & Mines, (Department of Steel) O.M. No. 
7-147/70-HEP dated the 28th January, 72} 

,', .... , " t 

Further Information called for b)' the Committee 

What is the latest position regarding the disposal of water meter? 

[Lok Sabha Seeretariat O. M. No; 23-PU/70 dt. 24-5-72]. 

Reply of Go"emment 

The sale of water meters to Calcutta Metropolitan Development 
Authority is still under negotiation. 

[Ministry of Steel & Mines, (Department of Steel) O.M. No. 
20-42/70-HEP dated 19-6-72]. 

Furtbe'l:' .nforma~on called for by the Commit'tee 

What is the latest positiollmga,.rdiIli sale of water meters to 
Calcutta Metropolitan Development Authority? 

[Lok Sabha Sectt. O. M. ~No. 23.PU/70 dt. 2-9-72]. 

Reply of Govel'hment 

The Ca.lcutta Metropolitan Development Authority have expres-
sed their inability to purchase the water meters. 

[Ministry of Steel & Mines, (Department of Steel) O.M. No. 
20-42/72-HEP dated 11th Oct. 72]. 

NEW DELHI; 
l)ece~ber 14, 1972 
Agrahayana-23:IS94 (S) 

SUBHADRA JOSHI, 
·Chainnan, 

Committee on Public Undertokings. 



APPENDIX I 
( Vide repl y to recommendation at S. No 40. p. 84 ) 

MANPOWER RBCRUITMENTS AS RBCOMMBNDED IN THB D.P.R. 
1961 VIS-A-VIS ACTUAL POSITION AS ON JUNE, 1970 

.----
S. Name of Deptt Shop Recruitment Actual 
No. 

Workers Other Total Worken Other Total 
Per - Per-

sonnel lOud 

2 3 4 5 6 ·7 8 

I Iron Foundry . 153 13 166 157 17 174 

~ Steel Foundry 18r II 192 171 21 192 

3 Fettling Shop • IS3 IS 168 IS8 16 174 
4 Forge Shop 160 II 111 107 IS 122 
S Structufat Shop includin, 

Paint Shop. 437 30 467 40' 4' 4S0 
.(j Heat Treatment1 '7 II 68 34 S 39 

7 Machine Shop No. J. $64 ,8 6a2 332 31 369 

8 Machine Shop No. II 336 3' 371 239 3S 274 

9 Machine Shop No. III 328 32 360 2S3 31 284 

10 Experimental Shop 46 5 51 31 5 36 

II Tool Room 161 IZ 173 145 24 169 

12 Mechaaica1 Maioteaance 
including Workshop 132 12 144 388 51 44S 

13 Skul Cracker 24 7 31 21 2 23 

14 Patte~ Shor 32:2 28 3So 232 21 2'3 

IS Power Eoa. (Mtc.). S6 13 69 330 72 402 

16 Civil EIlB8.~(Mtc.) 26 27 189 12 201 

17 Stores (Plant) . 92 8 100 ISO IS 16, 

18 Internal Transrrt (Gar-
lage & Loco . . 1'4 28 182 71 2 73 

19 Administration 264 264 IU 22 143 
III 

83 106 189 20 Design Office . 100 100 

21 In&peclion J , II 16 69 30 99 

22 Centtal Plant Laboratory . 13 SI 64 34 4 38 

23 Auxiliary ~ersoMel in-
cluding ecurity) Fire and 
Medical for Plant. . II 89 100 312 3 315 

------
GRAND TOTAL 3411 845 42,6 4032 '97 4'29 ---- .•.. 
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APPENDIX n 
(Vide Para '1' of the Introduction) 

Analysis of Action Taken by Government on the recommenda-
tions contained in the 65th Report" of the ' 'Committee· on Public 
Undertaking (4th Lok Sabhar). 

1. Total numbcl' of recQIJlmendatioIls 

II. RellOmmendauons that have been acoepted by Govemmeut (VUIe 
recommendations at Serial Nos. II, 18, :u, 23, 2S, 31, 32, 34. 
),7, 41, 42' and 43). 

Number . 

Percentage to Total 

III. Recommendations which the Committee do not desire to pursue in 
view of Go'ftl'nmel1t8' reply (Vide reociRlmendation. at Seri8'NOI. 
8, 10, 12, 13, 14, IS. 16, 17,20,24,26,27,28, 30, 33, 3~. 36, 39, 
40' & 45) 

Number • 

Percentale to Total 

IV. Recommendations in respect of which replies of Government have 
Dot been accepted by the Committee (Vid, AllIN. liltio_ • 
SiIrial NOlL. I, 2. 3;- 4> S, 6, 7, 9, 19, Sf, 29, 38 aM 44)" ' 

NUD'Iber • 

Petc:entqe to Total • 

118' 
MGIPND-LS. 11-3009 L.S.~}9..2-73-1325. 

12 

266 

20 

44'4 
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