
C.P.V. No. 264 

COM~IITTEE ON PUBLIC:; 
UNDERTAKINGS 

(1973.7~) 

(FIFTH LOK SABHA) 

FIFTY-FIFTH REPORT 

IDNDUSTANPHOTO FILMS MANUFACTURING 
COMP ANY LIMITED 

(MlNISTt{Y OF INDUSTRIAL DEVELOPMENT) 

... -
L 0 K SA B HA S Be R B TAR I A T 

NEW DELHI 

.,. • '7 L. j(fpril, 1974fV aisakha, 1896 (Saka) 

:3 7'~ Price: Rs. 4.90 . , 



BWt 
(i11) 

(1ii) 

4 

8 

9 

10 

14 

14 

15 

34 

35 

37 

38 

41 

43 

51 

65 

66 

C ORR rUE NP.A 
F1fty-fift~1 Report of the Comm tee on Public 
Undertakir!f;S (FifthLol~ Sabha) n Hindustan 
Photo Films lIfg. Co. Ltd. 

Under the 
heading 
'S3C:t~TARIAT ' 
against 
Sl. No.2 

1 Omit 'IXT 

7 

'Soundarajan -
Deputy Sectary 

Januarry 
" 

'Soundararajan -
Deputy Secretary' 

January 2.5 

2.17 Bauchers. The Committee Bauchet of France 
for collaboration 
for 

were infor~8d that 
:1 
." 

16&17 

1 

(e.g.) X-ray film 

Chloromide 

Table -UnCier 11 intested 
Column 3 

-do- 17 (black and wh Ei1m 

2.35 9 from being 
bottom 

3.48 7 from llimited 
bottom 

3.52 3 c~arges 

(e.g. X-ray film) 

Cilloro -Br omide 

tested 

(black and white) , 

bring 

limited 

15 Dela~red Delay 

4.11 

4.17 
11.49 

4.76 

7-8 

1 

1 

4 

9 

4 

public enter-prises Public Enter-prises 
prb 

modification 

recommended 

sUbstraction 
sUbstraction 

products 

mOdified 

recoMmend 

substrat10n 

substrat10n 



70 

75 

85 

86 

86 

88 

106 

106 

107 
114 

116 
119 

129 

132 
149 

153 

153 

- 2 -

4.87 In table ~gainst 'Total' insert figures 
'6771.79' between the line~. 

4.99 20 v'alu 

4.146 10 1973-74 (upto 
September, 1973). 
The l-anagement 
has been examining 

4.148 Table. triaceta1e 

II 

41 

4.158 

5.27 

under 
column 2 
against 
item 'Film 
Base' 

-do- Properiatery 
column 4 
against 
item 
'Film~Base ' 

-do- Pr-prietary 
against 
item 
'Emulsion' 

9 recover 

3 We feel that much 
stricter vigilance 
will have to be 
exercised 

9 in ' 

value 

the Bharat Gold Hin(.=.s. 
The Committee would 
like to know the 
fUrther 

triacetate 

Proprietary 

Pro-prietarY 

recovery* 

We have been telling 
them to do it. They 
are reviewing it. 

to 

5.32 10 liaason , liaison 
heading 'No. of complaints'and omit the same 
in last column of the table. 

5.56 Add '.' under the 
after the bracket 

5.62 14 

6.13 

6.17 

6.61 

7.5 

7.5 

2 

9 

7 

10 

3 

6 

areas stages areas/stages 
paid 0 paid to 

2.36 : I.E. 2.36:1. 

omit I.' after 1970 

reconmended recor.unend 

of or 

form from 



- 3 - J , 

~ ~ Line + Read 

157 7.20 6 purchase~or 97.83 tenders before 
M.tons. placing order. 

161 7.33 Table urplus/o solute surplus/obsolete 
Colurm 2' 

163 7.42 2 at en at the end 

178 9.16 5 vary',' very 

179 9.21 1 Government Bureau GovernmentlBureau 
199 1l( from bottom) I,sert '5' in column (1) 
206 Under 7 public enter.prises Public Enterpr ises 

Co1l.lr.ln 
(3) 

211 Against 13 SUbstraction substratlon 
Sl.No.16 
under 
Colur.m(3) 

217 Against 81. 19 substraction substratlon 
No .18 under 
column (3) 

223 Against Sl. 19 areas stages areas/stages 
No.2S under 
~olur.m (3) 

226 Against Sl. 5&6 quan-titaviely quantitatively 
No.3 under from 
colurnn(3) bottom 

230 A~ainst 81. 3 and extra an extra 
FO.34 under from 
colunn(3) bottom 

231 Against Sl. 3 at end at the end 
No.3S under 
column(3) 



LIST OP AUTHORISED AGENTS FOR THE SALE OP LOK SABHA 
SECRETARIAT l'UBLfCATIONS 

SI. No. Name of a\gent 

ANDHRA PRADESH 

t. Andhra University General Cooperative 
Stores Ltd., Waltair 
(Vfaakhilpatnam). 

~. G. R. Lall.hmipaty Chetty and Sona. 
Gcnecll Merchants IDd New. A,enta. 
Newpet. Chandngiri. 
Chinooc Dlemct. 

ASSAM 

3. Western Book Depot, Pan Bazar, 
Gauhati. 

BIHAR 

4. Amu Kltab Ghar, POit Box 78, 
DIaaonal Road, Jamahedpur 

s. MI', Crown Book Depot. UpPer 
Bazar ,Ranchi. 

GUJARAT 

6. Vijay Stores, 
Stadon Road, AnaoJ. 

7. The New Order Book Company, 
Ellie Brid,e. 
Ahmedabad-6. 

HARYANA 

8. MIs. Prabhu Book Service, 
Nal Subzl Mandl. 
Gurlaon. 

MADHYA PRADBSH 

,. Modem Book House. 
Shiv Vilu Palace, I 
Indore City. 

SI. No. Nameof~t 

MAHARASHTRA 

JO. MIs. Sunderda. GianchlJld, 
601, Girgauni Road. 
New Prillcess Street, 
Bombay-z. 

IJ. The Internadonal Book HO~t, 
(Pri\'D.(~) Limited, 
6, Ash Lllne, 
MllhaUnil Gandhi Road, Bombay- I • 

u. The International Boot Servi~f:. 
Deccan Gymkhana, Poona-4. 

J 3. Charles Lambert & Company, 
. 10, Mahatma Gandhi Rold. 
Opposite Clock Tower, 
Fort. Bombay. 

J 4. The Current Boot House, 
MuutiLane, 
Raghunath Dadaji Street, 
BombaY-I. 

1,5. Deccan Book Stall, 
Fergusson College Road, 
Poona-". 

J6. M & 1. Servicel, Publishers 
Representatives, Accounta & Law 
Book Sell era, 
Bahti Road, Bombay-I S. ~ 

MYSORE 

17. People Book Houae, 
Opp.la.anmohaD Palace, 
MYlore. 

RAJASTHAN 

II. Information Centre, 
Government of Rajasthan, 
TripoUa, Jaipur City. 

151. MIl. Usha Book Depot, SIS/A. 
Chitta Bazar. Tripolia.1aipur. 

UITAR PRADESH 

20. Law Boot Compaoy, 
Sardar Patel MUS. 
AUababad-I. 

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



CoMPOSITION OF THE CoMMITTIIB • 

COMPOSITION OP THE STUDY GROUt. 

INTRODUCTION 

I. INTRODUCTORY 

CONTENTS 

II. AGRBBMI!NT WITH CoLLABORATORS 

I 
PAGB 

(iii) 

(v) 

(vii) 

I 

A. Collaboration Agreement • 3 

B. Deficiencies in the Agreement 8 

C. Acceptance Tests 13 

D. Non-fulfilment of. obligation ~ythe Collaborators. J8 

E. Purchase of optional equipment and machinery through colla-
borators. zo 

III. PROJECT ESTIMATES 

IV. 

V 

A. Project Estimates 

B. Delay in cOlllpletion ohhe Project 

PRODUCTION PERFORMANCB 

A. Process of Manufacturing . 

B. Actual PrO\:tuclion vis-a-via BuiId-up~fCapecity , 

C. Reasons for short-fall in production 

D. Rejection • 
E. Recovery and Accounting of silver 

F. Consumption of Raw materials 

G. Machine utilisation . 

PRICING POLICY AND SAL! PBRPORMANCB 

A. Pricing Policy • 

B. Marketing Orpni •• tion 

C. Commission pai!! to '. '.is~ributortl .. 

D. Complaints 

B. Export 

F. Credit Control. . .3~: '3.)4/( 
G. Salea Perfolmance PAP ~;; \ '·.f ", .,1-" ~ . 

.,' • I. .!, 1',·. ~ t 1 ,; '\ !.' . ~ { ~I 

593 LS-l. 

39 

4Z 

43 
,a 
66 

8S 

94 

100 

J07 

II 

118 

- ... 



(ii) 

VI. :FINANClAL MATTERS • 

A. Capital Structure 

B. Fir.ancial Position 

C. Working Rcsults. 

D. Profitability Analysis. 

B. Costing System 

F. Delay in c1aimingofre.fund of custom duty 

G. Foreign Exchange Savings. 

VII. l'URCHASB PROCBDURB AND INVBNTORY CoNTROL 

A. Purchase Procedure 

B. Inventory Control 

VIII. MODlIRNISATION AND BXPANSION Of PLANT 

IX. ORGANISATION 

A. Orpniaational Structure 

B. Man-power Analysis . 

C. Overtime Payment 

D. Internal Audit. 

X CoNCLUSION 

APPr!NDlCES: 

I Extract from Memorandum submittod by the Natinoal In dus-
trial Development Corporation . • . ;. 

II Article XVI of Asreement with collaborators. 

III Statement showing the rated capacity, targets fixed by the 
management and actual production •• 

IV Actual production of diBerent items. 

V Utilisation of machines' in various departments. • 

VI Statement showina Production, Sales and Closing Stock 1967-
6S to 1972-73 

VII Summary of Conclusions iRecommendations of the Committee 
on Public Undertakinp contained in the Report. • • 

U4~;$ 
130 ,): 

140 

14.5 

148 

149 

156 

IS8 
166 

175 

178 

179 
lSI 

IS3 

IS .. 

IS7 

191 

193 

194 

196 

I 



IX 

COMMITI'EE ON PUBLIC UNDERTAKINGS 

(1973-74) 

CHAIRMAN 

Shrirnati Subhadra Joshi 

MEMBERS 

2. Shri Dinen Bhattacharya 
3. Shri T. H. Gavit 
4. Shri K. Gopal 
5. Shri ]. Matha Gowder 
6. Dr. Mahipatray Mehta 
7. Dr. Sankta Prasad 

·8. Shri Nawal Kishore Sharma 
9. Shri Ramavatar Shastri 
10. Shri R. P. Yadav 
11. Shri M. S. Abdul Khader 
12. Shri Lal K. Advani 

.@ 13. Shri U. N. Mahida 
14. Shrimati Pura~i Mukhopadhayay 

@IS. Shri Suraj Prasad 

SECRETARIAT 

1. Shri Avtar Singh Rikhy-]oint Secretary. 
2. Shri M. A. Soundarajan-Deputy Sectary. 
3. Shri M. N. Kaul-Under Secretary 

.. _------_._-_._-------- ---
• Appointed to act as Chairman from 16-5-1973 to 11-7-1973 during the absence abroad 

-of Shrimati Subhadra JOlihi. 

@Ceased to be a Member of the CJmuittce c'Jna=qu~nt on hi' retirement trolD 
~ajya Sabha on 3-4-1974. 

(ill) 



STUDY GROUP IV ON TOURISM AND PHOTO FILMS OF THE 
COMMITTEE ON PUBLIC UNDERTAKINGS (1973-74) 

1. Shri La! K. Advani-Convener 
2. Smt. Purabi Mukhopadhyay-Alternate Convener 

3. Dr. Mahipatrya Mehta 
4. Shri M. S. Abdul Khader 
5. Shri R. P. Yadav 

·6. Shri Suraj Prasad 
7. Shri T. H. Gavit 

·Cea!.ed to be a Member of the Committee consequent on his retirement from Rajya 
Sabha on 3-4-1974. 

C·v) 



INTRODUCfION 

I, the Chairman, Committee on Public Undertakings having been 
authorised by the Committee to present the Report on their bebalf, pre-
sent this Fifty-Fifth Report on the Hindustan Photo Films Mfg. Co. Ltd. 

2. This Report of tbe Committee is based on the appraisal of the work-
ing of the Hindustan Photo Films Mfg. Co. Ltd. as contained in the Report 
of the Comptro11or and Auditor General of India for the year 1970-71-
Union Gove1Jlment (Commercial) Part IX-and also on an examination 
in depth of the working of the Hindustan Photo Films Mfg. Co. Ltd. upto 
the year ended 31st March, 1973. 

3. The Committee on Public Undertakings took evidence of the repre-
sentatives of the Hindustan Photo Films Mfg. Co. Ltd. on the 25th and 
28th January, 1974 and of the Ministry of Industrial Development on the 
lIth and 12th March, 1974. 

4. The Committee on Public Undertakings considered and adopted the 
Report at their Sitting held on the 26th April, 1974. 

5. The Committee wish to express their thanks to the Ministry of In-
dustrial Development, the Hindustan Photo FJlms Mfg. Co. Ltd. for plac-
ing before them the material and information they wanted in connection 
with the examination of Hindustan Photo Films Mfg. Co. Ltd. Thev wish 
to thank the representatives of the Ministry and the Undertaking who gave 
evidence and placed their considered views before the Committee. 

6. The Committee also place on record their appreciation of the assis-
tance rendered to them by the Comptroller and Auditor General of India 
in connection with examination· of the Hindustan Photo Films Mfa. Co. 
Ltd. 

NEW DEUU; 

April 29, 1974. 
Va;sakha 9, 1895(S). 

(V) 

SUBHADRA JOSID. 
Chairman, 

Committee on Public Undertakings 
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INTRODUCTORY 

Soon after independence, Government realised the need for ensuring 
segular supplies of cine films to the Indian Motion Picture Industry, X-Ray 
.films to the Health Services and Defence Forces and special photographic 
materials to the professional and amateur photographers, all of whom were 
,entirely dependent on impacts. To make the country self-reliant in this 
regard, Govet'nmcnt encouraged some private ,parties to set up a factory for 
manufacturing sensitised photographic materials with foreign collaboration 
but no significant progre~ could be made. The idea received fresh im-
petus when the Film Enquiry Committee set up by the Government to con-
sider the state of Motion Picture Industry in India and its vital requirements 
stressed in 1951 the need for the setting up of a factory for manufacturing 
all photo sensitised materials in general and raw films for the Motion Pic-
ture Industry in particular. As no one from the private sector came for-
·ward, Government decided to set up the factory in the Public Sector. 

1.2. Various manufacturers of Photo filins like the West German Agfa, 
the East German Agfa, Kodak, Gevaert, Fer.rania, Adox and Fuji were 
-contacted. East German Agfa (ORWO) conducted a survey in ] 955-56 
for selecting .a suitable place for the location of the factory and chose 
'Ootacamund as the most suitable site. As negotiations with this film did 
not eventually prove successful, Government held a number of discussions 
with other manufacturers during 1956 to 1959. Suitable offers were re-
ceived from two firms, namely Bauchet et Cie of France and Adox of West 
·Germany. Negotiations were conducted with these firms by the National 
Industrial Development Corporation LiiDited (a Government of India Un-
dertaking) and the offer of MIs. Bauchet ~eceived on 21st November, 
1959 was considered to be more advantageous "in view of the lower cost, 
easier payment terms and their wider experience in the field of cinema 
material and photographic paper." MIs. Bauchct also confirmed Ootaca-
mund as the most suitable site for locating the factory from the point of 
view of an oatmosphere free from dust and industrial pollution, availability 
of pure soft water in adequate quantities and of a relatively uniform dew 
point round the year. 

1.3. Based on the above offer, the Government of India entered into 
a technical collaboration agreement with Messrs Bauchet at Cie (herein-
after referred to as the collaborators) on the 25th April, 1960; the agree-
ment came into force on 17th October, 1960 after the sample of cine 

I 
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positive film. one of the 10 products covered by the agreement, supplied bY' 
the collaborators was tested and accepted by Government and the collabo-
rators communicated the u:;ceptance of the Frcnch authorities for the de-
ferred terms of payment. The Hindustan Photo Films Manufacturing 
Company Limited was incorporated on 30th November, 1960, as a wholly-
owned Government Company for the implementation of the Project with. 
the object of attaining self-sufficioocy in the manufacture of photographic 
products-cine films, x-ray films, photographic bromide papers and other 
allied products to meet India's requirements in education, health and 
entertainment. 

1.4. The Collaboration agreement was assigned to the Company on· 
5th April, 1961. Basically, it called for preparation of a Detailed Project 
Report for the Plant, including advice in selecting site, supply of machinery 
and eqr:ip.Jl'ent, including supervision of installation, provision for con-
sulting lnd' \e-:bnical services and training of Indian Scientists and Engi-
neers ;,>t tht: Collaborators' Factory. The Project envisaged the manufac-· 
ture of photographic roms starting from raw materials. 

1.5. The Company has the following expansion proposals to be carried. 
out:-

(i) Creation of facilities for the manufacture of 5 m. sq. m. per· 
annum of medical X-ray film polyester base and 1 m. sq. m. 
per annum of graphic arts film also on polyester base. 

(ii) Creation of facilities for production of colour films and 
cameras. 

For implementing these schemes, the Company is currently negotiating 
with reputed forci&n manufacturers. 



II 

AGREEMENT WITH COLLA BORA TORS 

A. Collaboratio,n Agreement 

According to the agreement entered into between the Government of 
Indioa and M/s. Bauchet of France OIl 25th April. 1960 (later on assigned 
to the Undertaking on 5th April, 1961). the collaborators were required to, 
render the following services:-

(i) Preparation of Progressive Detailed Project Report for the' 
Plant. 

(ii) Delivery of machinery and equipment for the Plant, both from 
France and other countries. 

(iii) Supervision of the erection of machinery and equipment and 
assistance in the construction of the Plant. 

(iv) Consultancy and technical services for the establishment of 
the Plant and for production therein. 

For the above services and supplies, a lump sum payment of U.S. 
S 60,,81,632 (Rs. 2.93 crores approx.) free of Indian taxes was to be made 
in 10 equal half-yearly instalments (with interest at 6.5 per cent. per 
annum) commencing from 42 months after the coming into force of the 
agreement (i.e. 17th October, 1960), the last instalment being payable after' 
the acceptance of the Plant by the Undertaking. 

2.2. In addition, the collaborators were also to be paid 1 t per cent. 
of the net value of sales tumover in the plant or $80,000, $1,00,000 and 
$ 1,20,000 (in French currency) for. the third, fourth and fifth years after 
the commencement of production, whichever was lower, in consideration 
of the following further services:-

(i) After-sales service for a period of five years from the date of 
acceptance of the plant and machinery on completion of tests .. 

(ii) Deputation of mechanics/engineers to give technical advice for 
the repair of any defects and for the help in carrying out such 
repairs. 

(iii) Continued assistance, in the form of deputation of specialists 
fOr five years after the commencement of production, in the-
maintenance of production and the removal of difficulties 
therein. 

3 



The services at 0) to (iii) were to be provided at the cost of the 
:Undertaking. 

(iv) Benefits of the technical development in their factory and labo-
ratory as well as the facility for carrying out tests, experiment 
and research by mutual agreement. 

2.3. In addition, it was agreed in May, t 969 that on the written request 
'of the Undertaking the collaborators would depute at their cost two com~ 
petent technicians of different specialities for a maximum ,period of 30 
'continuous calendar days, excluding travel, during each of the year t 969, 
1970 and 1971. The collaborators also agreed to supply any additional 
information on quality specificatklns and testing: methods for the range of 
products covered by the basic agreement which might become available and 
the results of test carried out from time to time at their consultant's plant 

'(Ferrania at Savona) during the period of validity of article XIX of the 
basic agreement which are not of a secret or confidential nature. 

2.4. Out of the lump sum of Rs. 2.93 crores (increased to Rs. 3.74 
crores due to devaluation of rupee in June. 1966), a sum of Rs. 3.28 
crores was paid in 9 instalments up to April, 1968 in accordance with the 
time schedule laid down in the agreement and the 10th fnstalment of 
Rs. 0.46 crore was paid on the 17th October, 1968 after the acceptance of 
the plant. In addition, interest amouD!ing to Rs. 82.17 lakhs on account 
·of deferred payment arrangements was also paid, 

2.5. The production commenced in the plant on 9th June, 1967 and 
-the following payments have been made for 'after-sales' services:-

PeriO(\. for which payment made 

'9th June, 1969 to 8th June, 1970 

'9th June, 197010 8th June, 1971 

'9th June, 1971 10 8th June, 1972 

--- - ._-----_._._---
Amount Date of paym~nt 

(Rs. in lakhs.) 

S·41 
5'33 

6'26 

Januarry 1971 

December, 1971 

'9th Oclober, 1973 

---_._-----_._--- --.---------.. ---_._ ... _-
2.6. Asked about the considerations with which the selection of Mis. 

Bauchet of France, was made, the Undertaking stated that various manu~ 
facturers had been contacted by the National Industrial Development Cor-
poration ,prior to the formation of HPF. Negotiations with ORWO had 
not been successful. The only two pr.oposals, that came up for· considera-
tion were from ADOX and BaU4'.bet. BaUcbet proposal was preferred, as 
-apart from the first cost, it did not involve any heavy royalty payments; as 
,compared to AOOX, who wanted 5 per cent royalty on sales for 2S years. 
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2.7. Asked what were the distinct advantages in the offer of M/ s .. 
Bauchet as compared to the after made by ADOX the West German Com-
,pany, it was stated by the Undertaking that in the case of Cine materials 
and paper, Bauchet had a wide range of products. X-ray was also in-
cluded in the original agreement as an item for production at HPF during, 
the 3rd year. 

In the light of the above, Bauchet, on the face of it. sounded 
acceptable. 

2.8. The representative of the Ministry stated during evidence as 
follows: 

"Actually. efforts were made to entrust this job to a firm of repute. 
Eventually. three offers emerged. The major ones did not 
show any interest at that point of time even though we were 
very keen that such reputed firms as Kodak and Dupont would' 
be entrusted with this job. I think one firm backed out and' 
did not show any interest after giving its proposal. Eventually, 
we were left only with Adox and Bauchet. We actually select-
ed the proposal of MIs. Bauchet because it was considered more 

advantageous to us·· .. It did not involve heavy payment of 
royalty and know-how .... Actually, if it were a question of 
choosing one between the two, naturally-even if the offers of 
the Kodak were higher and their terms were stiffer-the Govern-
ment would have taken a view in view of the very special 
know-how that the Kodak had in a particular field. I think 
other considerations were taken into account. There was 
nothing very much to choose between these two parties on 

the basis of their names." 

2.9. The Committee desired to know whether NIDC was competent to 
judge the capability of the firm and whether they had the necessary exper-
tise in this regard. the witness stated that: 

"I would not say that they (NIDC) did riot have any expertise in 
this particular field but actually they were entrusted with the 
work because in the country in those days, I don't think any 
other agency would have had uy expertise in the fidd of manu-

facture of photo films. This being the agency within the Gov-
ernment it had some sort of geoeralconsul knowledge 
and experience, particularly in the matter of negotiations etc. 
with foreign parties and, therefore, they were chosen as an 
agency for handling this particular job." 

"It may be said that some other agency might have been entrusted 
with this work. Now that agency should have been an Indian 
agency because in India, we did' not have Bny expertise in this. 
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particular field. Then We could have also appointed some 
foreign consultancy firm at that point of time. But if We {e-
caU, in those days, I think there was some sort of reaction 
against the appointment of some foreign consultancy firm. 
After the appointment of one or two iir.ns for steel piant"-
Rourkela and Durgapur-the feeling wa!; that Indian consul-
tants should be given the responsibility." 

2.1 O. The Ministry intimated (September, 1973) that they have not 
been able to locate their relevant file in which the feasibility study and the 
economics of the project were considered by the Government. However, 
a copy of the memorandum submitted by the National Industrial Devdop-
ment Corporation Limited (who were the consultants to Government for 
this project) to their Board of Directors for consideration in the meeting 
on 23rd January, 1960 was made available. This memorandum (extract 
at Appendix I) in the main relate to an analysis of the comparative merits, 
of the offers received. It was mentioned therein that the cost of production 
of various items after acceptance of Bauchet's offer would permit the fac-
tory's products to be competitive. The Ministry intimated (September, 1973) 
that "We are also making efforts to trace the . records of this Ministry in 
which the feasibility study and the economics of the project were consi-
dered by Government .... " 

2.11. Asked whether the file concerned was traced, the Special Secre-
tary of the Ministry stated during evidence:-

"Unfortunately, we have not been able to trace that file and that is 
why we are not able to give a positive answer to this question 
as to how NIDC was selected. We would certainly make fur-
ther attempts to try to trace that file and the relevant papers. 
But I have my doubts whether We would be able to do it." 

2.12. Asked about lOCating the untraceable file through the movement 
register, the representative of the Ministry stated that-

"Even that (movement register.) is not traceable Sir. This was 
previously handled by the Chemical Section. That bas gone 
to Petroleum and Chemicals Ministry. It came to us in 1964. 
They bave not transferred the records to us prior to 1961. We 
have been trying to find out from them." 

The witness added:-
"It (The loss of file) was first discovered in September. 1973 when 

the Audit wanted the file. Before that nobody rea1ly bothered 
where the IDe was-whether it was in the Arcbives or not. I 
would certainly say that there is a case ror fixing responsibility 
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but unless. we know. at what point of time it happened, every-
body will say it was not when he was Incharge. If the appro-
ximate period when it was lost could be determined, then per-
haps we can say that such and such a person was iricharge and 
such and such was a clerk. It may be during tbe period bet-
ween 1963 to 1973. It was admitted that Government on its 
own has not initiated action in this regard and that this would 
be done now. 

2.13. Asked what were th~ reasons for the Undertaking going into 
losses if the Project was undertaken after a proper feasibility study, the 
representative of the Ministry stated: 

"the feasibility study that was taken up was, perhaps not very 
accurate. We cannot say for certain because we arc not able 
to find the file. But in view of the fact that this agreement' was 

signed and perimeter was laid down even before D.P.R. was 
ready. we can safely say that the feasibility study was not very 
accurate. All the same even under the circumstances if tho 
company can utilise its capacity to the opti"mum possible ex. 
tent, I will say there is no reflson why there should be any 

loss. If we call utilise the capacity and reduce rejections, 
I think we will be able not merely to minimise but completely 
cut out the loss at least for the future." 

2.14. Asked about the nature of assistance obtained from the collabo-
rators in terms of the clause relating to after sales service, it was stated by 
the \Undertaking that the !collaborators rendered after-sale-service only 
to the extent sought for it. In 1969 Bauchet deputed two specialists one 
for the conversion Department and another for quality control; in 1970 
two specialists lor coating of Medical X-ray and analytical testing of mate-
rials and in 1971 two speci.alists for X-Ray emulsion and industrial 
engineering. 

2.] 5. In addition, in 1963 Mis. Minnesota Mining and Manufacturing 
Company, USA (known as 3.M) bought Bauchet and later Ferrania a 
leading manufacturer in Europe. The technology and other facilities at 
Ferrania were made available to the HPF. During this period, Ferrania 
offered to extend help to HPF in base casting Bromide paper and X-ray 
to tackle specific problems in quality production and expansion. Thus the 
collaborator provided the undertaking with the benefits of technological 
developments in their factory and laboratory as well as the facility for carry-
ing out tests, experiments and research etc., as also additional information 
of quality specifications and testing methods. 

2.16. TIle CommiHee oote tbat • Collaboration Ap-eement WIIi eater-
cd Into lletween die GovCl'lllllellt of India ·.Dd Mis. Ballebet of Fnnce 011 
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25tb April, 1960 for the prepartio.n of DetaIled Preject Report, Delivery 
of Madtiaery and Equipment, Supenilion of erection of Plant and 
Macllinel)', Ulittaace in the construction -" eonsultationand technical 
services for establishment of plaot 'and Jierprodudien. 'HIe Agreement 
was later 011 assiped to the uD4lertaking On the '5fh April, 1961. The 
Committee find tbat collaborators were seleded by the National Industrial. 
Development Corporation Limited acolIISultancyorganisation at tbat til1lQ' 
within the Ministry which, bad some general consaltancy knowledge and 
experience of negotiations witb foreign parties. 

2.17. The Committee are not however sure whether ,the NIDC bad the 
necessary expertise in the photographic field to select foreign firms like 
Baucbers. Tbe Committee were iaformeddutt tbe manufadBre ef photogra-
phic products. The Committee were informed &battbe Ministry had not been, 
able to locate the relevant file containil1gthe correspondence leading tOl 
tbe seledioD of the collaboraton and in which the ieasibility study and 
economics of die Project were considered by the Government. What is 
more sw:prising is the fad' that tbe loss of file came.. the notice of the 
Ministry only in September, 1973 when the Audit wanted the file. 

2.18. The Committee were infonned that the movement register relat-
ing to the file is also missing. Prima-facie tbis does not seem to be a case' 
of mere negligence. 

2.19. Tbe Committee feel it would be difficult to come to a coued 
judgement abo.ut the propriety Or otherwise of the selecHon of the coUa-
borston, in the absence of tbis important document. The Committee 
would like Government to investigate and fix responsibility as to how an 
important file containing .the feasibility study and the economics of the 
project was not kept with tbe care that it deserved a~ a permanent record 
for reference. The Committee would like this file to be traced by Govern-
ment and responsibility for its bein~ misplaced fixed. The Committee 
would also like to know what action Gonftllllent bll't'e taken or proposed 
to take to ensure tbat all sucb important documents relating to Gowm-
ment departments or public undertakings &retept with utmost care for 
pennanent refereace ad record. 

B. Deficiencies in the Agreement 

2.20. The "wnership of the collaborating foreign firm changed hands 
in May, 1963 when the controlling interest was acquired by Mis. 
Minnesota Mining and Manufacturing Company, USA (Known as 3-M). 
The new management had a fresh look at the commitments made by the 
previous management with regard to the setting up of this project and felt 
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that the rights and obligations of each of the two parties to the agreement 
should !be clearly brought out, particularly. when the agreement contained 
apparent contradictions e.g. the clauses relating to carrying out of acccp-
tan~e tests were vague and could lend themselves to different interpreta-
tions; also in view of the current trends the product mix envisaged in the 
agreement required improvement. They were stroogly of the view that it 
would be physically impossible to expect that a given formula and its 
manufacturing instructions could be faithfully reproduced in a dUferent 
country with slightly different machinery, on the basis of the actual imple-. 
mentation of the project by the old management prior to the taking over 
of the collaborating firm by the new management, the undertaking also 
came to the conclusion thoat the former lacked the following:-

(i) financial and technical resources; 

(ii) ability to design a very modern photographic plant; 

(iii) confidence in supplying the technical know-how for products 
not commercially produced by them. at their plant (e.g.) X-ray 
film but which had been included in the agreement; 

(iv) a design and engineering organisation capable of coping with 
the problems that might arise during the setting up of the plant. 

2.21. In view of inadequacies noticed in the agreement, as mentioned 
above, a series of discussions (15 times) were held between the ne,,' 
management and the Company during the period from June, 1963 to 
January, 1967. Besides resolving the pending issues the 'Ilgreement was 
also modified with reference to the varieties and quantities of film and 
paper and acceptance tests as indicated below:-

Change in varieties and qUlUltities of production 

The 'agreement envisaged the production of the fo1\owing:-

1. Positive Cine Film. 

2. Sound Cine Film. 

3. Negative Cine Film 100 ASA 

4. Flat Cine Film 100 ASA 

5. R.oll Film 50 ASA and 100 ASA 

6. Graphic Arts Film, ortho-Cbromatic and Non-ortho. 

7. X-Ray Film r.apid and screen types. 

8. Aero Fllms for high altitude Photography. 
593 LS-2. 
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9. Bromide, Chloromide and document copying papers in various 

grades of contrast. 

10. Colour paper. 

2.22. In addition, the production of colour positive, cine film and 
emulsion fOI nuclear research was also envisaged provided, by the time 
the plant went into production with other categories, the supplier had 
completed the development work in respect of theSe products and was 
ready to place these in the market. 

2.23. During performance tests a minimum of 300,sq. metres of each 
of the products were required to he produced to establish characteristics 
and general quality. The new management of the collaborating firm in-
formed the Company in February, 1964 that adaptation of all the products 
to local conditions would involve considerable developmental work and it 
would, therefore, take several years to achieve the char.acteristics an~ 
general qU'ality of each of the products. They, therefore, suggested in 
February, 1964 that the agreement should be modified so as to confine the 
performance tests for characteristics and quality to only two products viz. 
Cine Film Positive and Medical X-ray Film, instead of each of the abovo 
products as originoally provided for. After a number of discussions, the. 
products were modified and divided into three categories. The collabor.a-
tor's responsibilities were also modified as under:-

-----------
Products 

LIST 'A' 
Cine Film P08itive (Black and White-

one grade) 

Medical X-ray Film (one grade) 

LIST 'B' 
Roll Film (one grade) 
Leiea Film (one grade) 
Flat (portraiat) Film (one grade) 
Bromide paper (3 grades) 

LIST 'C' 

Graphic Arts Film (Orthochromatic 
and ron-ortho) 

Sound Cine Film 
Negative Cine Film 
Aero Films for high altitude Photoarlphl' 
Chlerobromide paper (4 grades) 
D~ent8 eopyinll paper (b)' contract 

and by enlarttement) 
Bromide paper (2 grades) 
Colour paper • 

Collaborators's responsibility 

'!\to samples of 300 sq. m. each to be pro-
duced, start of produc.tion established aDd 
technological operation documentation to 
be 8upplied. 

Two samples of 300 sq. m. to be produced for 
testing of characteristics of general quality 
and technological operation documentation 
to be supplied. 

o Diy technological operation documentation 
to be supplied. However. the formula 
"*erc not guaranteed as these 'Were required 
to be developed and adopted to the local 
conditions by the Company. 

.. _- ----------_ .. __ ._----
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2.24. The production of Colour Positive Cine Film and Emulsions for 
nuclear research which was envisaged in the original agreement was 
.omitted as "Bauchet's present programme was not completed and did not 
envisage any development work in respect of these products." At this 
-stage (1966), the Management also changed the production capacity of 
the plant from what was envisaged in the Detailed Project Report as 
indicated below: 

(Figures in million sq. metres) 
---------

Cine Film Positi\'c (black and White) 

Medical X-ray Film 

Roll Film 

Flat (portl'8it) Film 

Bromide paper (3 Grades) 

Graphic Arts Film . 

Sound Cine Film • 

Negative Cine Film . 

35 mIn. Neptive Film 

----------------
*Includes Graphic Arts Film alBo. 

@,1ncludes all photographic papers, 

Capacity as 
per Detailed Revised 

Project capacity 
Report 

2'98 2'45 

0'50 1'00 

0'22 1'45 

0'15· 0'05 

I'SO@ 1'50 

0'05 

0'24 0'30 

0'18 1'25 

0'02 0'10 

5'79 6'15 

2.25. The original agreement envisaged that during the first two years 
production of Cine Film Positive only would be taken up; X-ray Film, 
some negative material and paper would be taken up only in the third year 
and full production reached in the fifth yeaL This, was, however, amend-
ed in November, 1966 when the collaborators agreed to initiate steps {Of 
the production of Medical X-ray Film immediately after the plallt weal 
into production and to make every reasonable effort to achieve the start 
of production of Medical X-ray F1lm as early as possible. actual produc-
tion being, commenced after the preparation of· two samples for charac-
teristics and general quality. The production of Roll Films was to be 
taken up by the Company after the start of production of Ml!d'leal X-ray 
Film. ' 
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2.26. The maoagement stated in March, 1967 that the following were 

the main considerations for accepting the above modifications:-

(a) It was advantageous to concentrate greater attention on esta-
blishing full production of a limited number of products which 
coDlllHlnded a good market. 

(b) The viability of the Project. stood on a sounder footing by 
accepting the above modifications as the annual sale value of 
the products as per revised product mix was estimated at Rs. 
10 crores (at the same level of prices) agamst Rs. 7.94 crores 

accotding to the original stipulations. 

(c) It was possible to establish the production of Medical X-ray 
Film two years in advance which was advantageous in the 
Company in view of the heavy demand from Defence Forces 
and Health services. 

(d) The possibility of establishing the production of Roll Films 
(another important product) soon after the production of 
X-ray Film (under certain conditions to beagrced upon) 
arose from the above agreement. 

2.27. In July, 1973" the Ministry informed Audit that the change in 
product-mix had no relation with the modification of the basic agreement 
and that the collaborators had no responsibility for revised product-mix. 
According to them the revised product-mix was drawn up mainly for 
doubling the capacity for more delicate products such as X-ray, roll films 
etc. 

2.28. It was stated by the Management during evidence that the revi-
,sion in product-mix was done at the instance of HPF to increase the 
capacity for X-ray to meet the market demands. While the production 
capacity of X-ray Films had gone up from 0.5 million to 1 million sq. 
meters, the production capacity of Cine Film Positive has been reduced 
from 2.98 to 2.45 million sq. meters 'and that of Roll Films increased 
from 0.22 to 0.45 million sq. meters. It was also confirmed by thet 
Undertaking that these capacities were established. DuriC'lg evidence it 
was further stated by the Management that the total capacity increased 
from 5.791 million sq. meters to 6.15 million sq. meters. The tum over 
was estimated to have increased from Rs. 7.94 crores to Rs. 10 crores. So 
on both these accounts, the charge was in the interests of HPF. 

2.29. Tbc lump sum amount of Rs. 2.93 crores to be paid to. the colla-
borators for the various services to be rendered by them under the agree--
meot was not changed despite the modifications in the range of products. 
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70 have retained the same fee in spite of the increased turnover and in 
"spite of the increase in production capacity of X-ray films (which was 
doubl~d) was to the advantage of the Undertaking. 

2.30. Asked as to- how the capability of the plant was ensured, the 
~anagement stated that, accNdiog to the agreement, the capacity was t.l 
be proved in the presence of representatives of the undertaking who were 
trained at B-auehet. Only on this basis" individual certificates of aCcep-
tance were given to Bauchet. "Under the circumstances we have to 
presume that the integrated plant capacity was proved. I. 

It was also stated that "there is nothing on record where we have said 
that either the capacity was not established or the quality was not upto tlte 
standards laid down." 

2.31. The actual production of different items 'as compared with the 
build upaf capacity indicated in the DPR (i.e. prior to modified arrange-
ment of November, 1966) for the firstS years from the commencement 
of production is given in the Statement in Appendix IV. The build up of 
capacity was not revised even after the modification of the sequence of 
production. 

C. Acceptance Tests 

2.32. The position with regard to tests to be performed by the colla-
borators before the acceptance of the plant by the Company as stipulated 
in the agret:ment and as agreed to later on is indicated below:-

--- --- .----------- --------.----, _._--_. 

(i) For dim base 

As contemplated in As finally agrocd in 'February! 
the agreement Noftmber, 1966 

Z 3 

The pezformance The bak casting machines \\-ere 
tests Were requi- to be teste,l for capacity and 
red to be made :- solvent rt'c(wery on film base 

for Cine Film Positive (black 
~a) during Z4 cori- and White) during tWo tests of 
secutive hours as Z4 hours each in respect of 
regards the quanti· capacity and of 8 conRccutive 
ty produced. days (24 hours a day) each for 

solvent recoveJ'}'. 

(b) during 8 consecu,: 
tive days as far .. 
80~tI coasWDP. 
lion WIS concerned •. 

The coating machines Wert' to be 
tested on Cine PH m Positive 
(black and Whtc).for tWo perl-
ods of Z4 COl1Iecutive hOUri 
each. In rcprd to the other 
products the speed at which the 
two samples of 300 sq. metrell _' __ • '_-_' _____ . ____ . __ .....:- ___ --"" .... ' _ .... '-..0 .. ____ _ 
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I 2 3 ------_ .. 
each Were prepared lor charac-
teristics and general quality 
Were to be taken sa t3(pical and 
tho integrated coating cap.aty 
calculated therefrom. Emul-
sion ,preparation equipment 
Was to be tested for 5 worltinc 
days of 8 hours each for Cine 
Film Positive (black and White). 

(ii) For emulsion . (c) durillJ 24 conae- The finishing machines Were to 
cutive houra. be intelted for tWo periods of 8 

consecutive hours each. for Cine 
Film Positive (black and White). 

(iii) For finishing . (d) during 8 conse-
cutive hours. 

(iv) Fer characteristics and (e) on production of 
general quality. minimum three 

hundred sq .m. of 
each product. 

----- -_ ... 

Two samples of 300 sq. metres 
each Were to be produceq .in res-
pect of Cine Film Positive 
(black and wh Bi1m Medical 
X-ray Film, Roll Film, Leica 
film, Flat film and Bromide pa-
per. 

The quality of products Was to 
conform in general to the qua-
lity of good commercial pro-
ducts as sold in the interna-
tionalmarketin 1965. 

2.33. It will be seen from the above that the acceptlll1ce tests as' stipu-
lated in the modified agreement were restricted primarily to production of 
two samples of 300 sq. metres each in respect of Cine Film Positive, 
,!Medical X-my Film, Roll Film, etc. without any reference to the inputs 
and the production cycle. 

However, the Detailed Project Report indicated the input-output ratio 
and the norms of rejections. No records are available to iodicate that in 
producing the 300 sq. m. of each product during acceptance tests, the 
actual input-output remtionship and the r,ejections conformed to the anti-
cipations made in the Detailed Project Report. 

2.34. The Committee pointed out that the acceptance tests as stipulated 
in t1tc u:wdified agreement were restricted primarily to production of two 
samples of 300 sq. m. each in respect of cine-film positive, medical X-ray 
film, roll film etc., without any reference to the inputs 'lind the production 
cycleilnd asked as to how such restrictive and inadequate provision for 
acceptance tests was agreed to and with such a provision for acceptance 
tests' bow it waS proposed to test the capacity of the plant before accep-
tance. TbC' Ulkiertaking stated that in their opinion, tbe acceptance tests 
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were DOt uur.eaaonable·. By and large, the technical capability was cata-
,bUahecl.8Dd.'proda£tion .rA.. 900 sq; metretof a qualityprodact,'meaDS a 
.qu8Jluty·eppmxiMaktly equivalent to '~ofeature'·tUdis'" in"tbecaac of 
Cine film positive and about 3800 sheets' of size '10" X, '12" in ·thecase of 
X-ray film. Besides these samples, the agreement also provided, for esta-
blishment of capability of machines 9S given below:-

Base Clstin, 

Coaling 

---'-' -----

2 telts of 24 hours each With res peet to capaeit y. 

2 Periods of 24 hours each. 

Generally speaking, if the machines were not capable, it would not 
have been possible to produce in a continuous process,e~n· 3OO·sq. 
metr.es of sophisticated photo sensitive products as X-ray and Cine positive. 

2.35. In this connection the representative of the Ministry. stated 
during evidence that:-

"I 'agree that 300 sq. meters look small but when one thinks that 
these 300 sq. meters of quality product means quantity appro-
ximately equivalent to two feature films in the case of cine 
positive and 3,800 sheets of 10" X 12" size X-ray film, one 
would, perhaps, take a view that it was not so small as 300 sq. 
meter figure would leoad one to believe. Also our experience 
has been that the suppliers and the manufacturers seldom give 
sustained performance to prove their guarantee tests. It 
applies to all, whether it is a steel plant or fertilizers. The 
guar.antee tests are related to short. spell of time. That happens 
to be the international practice. I do not· think that any 
reputed supplier would change the practice at Our behest. 
Apart from this 300 sq. metre tests, other tests were also con-
ducted with respect to capacity, recovery and. cooting. 

The point is that if there are only patent defects in the equipment. 
these ,would come out during these tests. If there were other 
defects, perhaps even longer tests would not being them out. 
They would come out only after operation of six months or 
one year. 

One of the main reasons for this high rejection has been the natur~ 
and the quality of the taw omterials that have been used. That 
also would not have come out with ~ny' of these guaranteed 
tests. whether they were for 300 metres or more or for 10-1~ 
days. I do not think, on the face of it, we can consider these 
guarantee tests as very unreasonable." 
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,2.36. 'Repfding the reasons fOf the non,:,availabllity, . of the baJic 
l'CCOrda indicating the actual input-output ratios during acceptance tests, 
the Chairman, HPF stated during evidence that:-

"We fully agree that this is inexcusable as part of the Company 
management, we have to own responsibility. We have entered 
into a new technology, it was a long gestation period and the 
Company running in a loss. But I would like to ensure you 
all the same that this is a lapse. These only high-light a lack 
of proper system which have now been established." 

2.37. Asked as to why the records were not made available, the Chair-
man stated, "We accept our lapse." 

It was, however, stated by the Undertaking after evidence that records 
r.elating to input/output have now been traced. 

2.38. The Committee pointed out that the input and output data, that 
has been given, pertained to the f1l1ishing stages and not the early stage of 
coating or conversion etc. 

2.39. The representative of the Ministry stated during evidence that-

"If the data is not sifted properly, it was a Management failure. 
They should have at that point of time sifted it before dis-
charging the responsibility of the collaborators and suppliers, 
but without looking at the data it would be difficult for me to 
make any comments .... Now that they have been able to trace 
the record, the question of fixing the responsibility does not 
arise. The question may be" whether the data was properly 
sifted or not, that is another thing." 

2.40. Asked as to how such defective Detailed Project Report was 
accepted by the Undertaking the Management stated during evidence:-

"We agree DPR has certain operating deficiencies. However, 
generally speaking Detailed Project Report cannot be taken as 
the bible; the original product mix, operating characteristics, 

raw material available will have an effect ... " Everyone of 
these variables has an impact on the capacity and wastage. 
We have to evolve our own norms of operating efficiency". 

It was added:-

"Now we have established a cell and we have every reasons to 
. believe that within a shortwhile we will be able to give our 
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own J;lorms and everyone of t.qe operating characteristics and 

. 'W~ W?,~"Ope tpiii that this wouJ.i;l even/be iii some r.espect better 
than the nor~" which were spelt out· in the orjginal project 
rePort." 

2.41. The Committeeoote tbat wben the Management of the colla-
borating firm changed, Che new management felt that the rights and 
obligations of each OIl ,the two parties to agreement, should be dearly 
bronght out particularly when the agreement. contained apparent contradk:-
dons. It was stated that clauses relating to carrying out o( acceptance 
tests were ,'ague, product-mix envisaged in the agre4!ment 
required improvement etc, The Company also came to the conclusion 
that on the basis of Che wOrking of the project, ther4! were inadequacies in 
the coUabo,rlltion agreement, in that, the collaborator lacked the financial, 
technical reSOlH'Ces, ability to design a modern photographic plant, con-
fidence in supplying the technical know-how for tbe products included in 
8ae agreement, a design and engineering organisation capable of coping 
with the problems that might arise during the sl'tting up of the Plant. 

2.42. The Committee find that afler H series of discussions betwern the' 
new Management and tbe Company tbe agre4!ment was modified in Nov-
ember, 1966 with reference to varieties and quantities of films and puper 
and acceptance tests. The Committee, however, find tbat the acccpLam'c 
tests as stipulated in tbe modified agreement were restricted primlJril,V to 
the production of two samples of 300 sq. m. eacb in respect of Cine mID 
positive, mediall XMray film, roll film etc., without any reference to tbe 
inputs and the production cycle. Although the' Detailed Project Report 
indicated the input-output ratio and aorins of rejection. the Committee 
regret to observe that no basic records were maintained by the Management 
to indicate tbe actoal input-output ratio and rejections during atteptance 
tests, witb tbe result tbat tbe adeqllacy of the acceptance tests could not be 
verified and the responsibility of the collaborators in this regard could not 
be fixed. During evidence it was admitted that this was a lapse, and that the 
proper approach would be fo,r the undertaking to evolve its own norms of 
efficiency 011 the basis of experience taking DPR as the guideline. The Com .. 
mlttee have dealt with the deficiencies in the agreement in the subsequent 
Chapters of this Report. 

2,43. The Committee arc concerned to note fIlat neither at the time of 
the originaJ agreement Dor even at the timt' of its modification. sufficient 
care was exercised to p,rqvide for suitable acceptaDce tests so as to ensun' 
input output relationship at every stage of ~cdon and the efficiency 01 
the plant before its take over from the CoDi\1H»rafors. Tbe Commitfee 
take a serious view of the failure of the management aU along aod recom-
mend that this should be investipted and re~lIbiIity fprthe failure fixed. 

2.44. According to clause 16 of Article XU of the agreement the Com-
pany WlJ" requlred to provide only clerical assistance and auxiliary Jal>our 
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to help the coUaborators'specialists in- -the instaHation of machinery and 
equipment, etc. However,:the·actuaHnsttHation of. equipment, machinery, 
etc. was undertaken- by the Company at-its own cost and'ct>ntract awardCd 
to a firm in June, 1963 for an amount of Rs. 7.14 lakhs(witb the provi-
sion for free supply of electricity and water). The actual eXpe!lditure 
incurred amounted to Rs. 8.26 lakhs. 

2.45. The legal opinion obtaim:d by the Company in June, 1963 iDdi-
cated that while according to Clause 3 of the preamble to the agreement 
the collaborators appeared to be responsible for the supervision of erection 
and for providing assistance in the construction of the plant, Clause 18 of 
Article XII of the agreement which stipulated the rates of. daily allowance, 
etc. payable to the personnel (like erectors, foremen, technicians, skilkd 
workmen, etc.) gave an indication that the actual installation of plant and 
machinery etc. was the responsibility of the collaborators. As tbe agree-
ment was not clearly worded, the Com}!any's counsel expressed the cpin~on 
that ., _ ... if the matter goes to arbitration, one cannot say with certainty 
what view the arbitrator may take." 

In view of this opinion the Company did not take up with the collabo-
rators the question regarding the recovl"ry of the amount spent on installa-
tion of the plant, machinery etc. 

2;46. The Committee note that actordlng-to OIanse 16 of Art. XII of 
the Agreement the Company was required to pro~de bIIlyderical anist-
ance and' the auxiliary laboor to h~lp the coliabol'8tors in the iostallation of 
maebiDery. However, the Comp8lly oadertoolll ,the- aetuai·InstaUatlon of 
equipment and machinery at its CM¥n cost ad ewanled'the contract to a 
firm in June, 1963 -for Rs. 7.141akbs 1tg8instwhidt it inearred an expen-
diture of RI. 8.26 Iakbs. 

2.47. According to the legai opinion obtained by theCOlOpany, about 
the responsibility of the collaborators in this regard. while according to one 
dause the collaborators appeared to be responsible for providing assistance 
in the ooBStruction of the plaot, according to another clause. the aciulll 
installation of plant and machinery was the responsibility of the collabora-
tors. In view of the legal opinion, the Company could not recover the 
adual expenditure from the Collaborators. 

2.48. TbeCommittee regret tt) point oot that this is one more Instance 
of deftdeney bl theagreeJbent, where the respoas1Mllty of the toDaboratorli 
".S Dot elearly spell oat. 

D. NoDlidllment of 'bttlljdlom. by theColblbcK'lltors 

2.49. The' agreement roqaired the ooUabontors w,spend as. large a sum 
as possible in India fN" the purcbacf' of equipment and macbioery and to 
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accept pll'ymen~ therefor in rupees, with~u~ prejudice to the timely complt'-
'tbl of "work~ '. For tbis P,lrpose, the coJlaborators were required to indi-
c~te in tbe tJilid Oetailcl'Projecf Report the amount that they could'so 
spCild in India. 

2.50. The Project Report provided a 'sum.'ofRs. 20.37 lakhs (out of 
the lumpsum payment to be made to the collaborators) for such purchases 
in India. The actual purchases, however, were to the extenfof Rs. 7.05 
lakhs onll" 

2,51. According to the Ministry (July, 1973) the primary reasons for 
such lower purchases were the higher cost of indigenous supplies, poor 
quality and long delivery periods. 

2.52. The Committee desired to know the cost of such supplies ascrib-
able to each of the causes. In a written note, the HPF stated that "The 
provision of Rs. 20.37 lakhs in the Project Report for purchases in India by 
Collaborators included' items like Machine Tools, Telephones, H3ndling 
Equipment, Electr.icals Equipments (transformers) costing Rs. 5.44 lakhs 
which had been purchased in India by HPF under its own responsibility 
since the Company exercised option to purchase 'these items instead of 
leaving it to Collaborators' responsibility to purchase in India. The Col-
laborators had actually purchased in India equipments amounting to Ri. 7.05 
lakhs. The balance represented the estimated cost of items that could 
not be purchased in India. Out of this, from the records available, the 
total value of items that had not been purchased in India on account of the 
three factors mentioned above in paraaraph 2.51 was 'stated to be as 
follows:-

(a) High prices in India and longer delivery periods 

(b) High price and not to te~hnical specification 

(c) Poor quality and non-availability 

Rs. 

2.53. It was stated by the Management that every endeavour WitS made 
by the Company to procure as much of the equipment as possible, within 
the country consistent with quality, cost 'and lead time. 

2.54. The Committee DOte that the agreaMId with the eoHaboraton. 
reqaired that the oolmtio.nton' 'sbijg(d' '..-t as IiWrIe .... It' poisible ID 
India for pardIase of equipment aDd ~··iuId td·,~ ',.;ment 
dItorefor iD rupees. AceordlogIy, the Project Report provided for lb. 20.37 
..... for suda parcIaa8ei III 'ndIa. .b ..... ' .... ~"* .... (' ...... 
were of die nrcJer of lb. '7.05 ItIdIs oaly. 



210 

1.55. ne Committee wereibformed that collaborators cOuld not, pUla 
Chase eqalpmeDtl 'to the: whae of ItS. 3.54 Iakhs in, IDdia on account of 
Jdgber cost of Indigenous. supply, poor quality and long delivery period. 
The Committee feel that Government/MldUlgemeut should have taken ad-
vance acdon for the procurement of these machinery and equipment taking 
into consideration tbelead time required, so that thcse could have beeD 
made available to collaborators in time and payment therefor made in 
rupee currency. 
E. Purchase of Optional Equipment and Machinery througb Collaborators 

2.56. Out of the plant and machinery required to bc supplied by the 
collaborators under the agreement, it was agreed in November, 1959 that 
the Company could purchase items of machinery c'osting NF 6.75 millions 
(Rs. 66 lakhs approximately) from !>ources other than the collaborators if 
it so desired. This option was not fully exercised,by the Company and 
.only items valued at NF 2.09 millions (Rs. 20.5 lakhs approximately) 
were procured by it frem sources other than the collaborators. 

2.57. The Company decided in August, 1962 to procure the remaining 
items through the collaborators on account of foreign exchange difficulties 
and the fact that supplies from the collaborators also covered the cost of 
erection and performance guarantee for one year. Items of machinery 
which the Company was responsible to arrange by imports were also ob-
tained through the collaborators at a cost of Rs. 17.25 lakhs eve:l when 
their offer was slightly higher. 

2.S8. The Management have stated (January, 1972) that the following 
criteria welre observed in the pIocurement of optional items:-

(i) 'Availability indigenous at a reasonable cost consistent with th~ 
technical requirements. 

(ii) Delivery periods. 

(iii) Availability of foreign exchange for direct imports; 

(iv) Ability on our part to take technical responsibility. 

(v) Dilution of overall responsibility on the part of the Bauchet 
consequent on our exercising the option in our favour." 

It has been further stated that individual cases were examined after 
taking into account the above factors. 

2,59 . 'The "''''solidatcd·. details of. the 'machinery .an~ ~ujpment, pur-
., -- ,"." b" f th above factors 

-chased through the collaborators on :~Wcp~nt of eae 0 e 
have. however, not been compiled by the Management. 
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2.60. Although the collaborators did not furnish 'the quotations receiv-
ed .by them from the suppliers for thcse items, according to the Company's 
estlDlate they had added roughly 20 per cent to the sub-<:ontractor's prices 
to cover the cost of design, selection, visits to manufacturer's shop~, run-
ning tests etc. 

2.61. The Company stated in this connection that attempts were made 
to purchase the special items of machinery and equipments from indigen-
ous sources. 

It was added that-

"Import of machinery through collaborators was restricted to spe-
cialised equipment, where the Company did not have the expe-
rience so as not to dilute the responsibility of the collabora-
tors. Had we taken the responsibility, the Corporation was· 
not certain whether this would have led to more problems in 
the long run. Some of the equipment which was standard, 
was purchased directly. All such purchases were made with 
the approval of the Board. 

Photographic manufacture is very sophisticated and something 
new. By and large it, therefore, takes a relatively longer time, 
as compared to other established industries, to procure equip-
ment indigenously. We had to, therefore, depend to a large 
extent upon imported equipment. It was reported that import 
clearance was given to HPF only, when all efforts to procure 
them indigenously were not fruitful. 

As explained earlier we had purchased certain optional equipment 
directly and only equipment of a sophisticated nature were 
imported through collaborators." 

2.62. The Committee Dote that Ollt of the plant and machinet'y requir-
ed to be suppUed by the collaborators under the agreement, it was agreed 
in November, 1959 that the Company could purchase items of machinery 
costing Rs. 66 lakhs approximately from SOlD'ces other tban tbe collabora-
tors, if it so desired. The Company however, procured itelDlJ of V811l~ of 
Rs. 20.5 lakhs approximately from sources other than the collaboratol'S and' 
decided to procure the remaining Items through the conaborators on ac-
count of foreign exchange dUlicuities and also because the sup~lies from 
collaborators covered cost of erection and performance guarantee for one 
year. 

2.63. The Com-iftee find that the consolidated details of machiDery 
and equipnaeDt purdaased through the coDaborators on account of vari~ 
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reasoDS such as lack of availability 01{ foreign ex.change for. direct import, 
lead period for incfJgenous supplies of mJlteriais, etc. ~ve Dot been com-
piled by the management. It is also on record iliat -the: colla~rators did 
Dot furnish the qUOtatiODS received by them from the suppliers but accol'd-
ing to the estimate made by the undertaking roughly there was a mork up 
of 20 per cent by the collaborators on the sub-contractors price. The Com-
mittee are not convinced that the undertaking ex.ercised every care to ensure 
that the maximum equipment and machinery were procured indigenow,ly 
by advance pbuming and that the mark up by the co'Daborators on the 8U"-

contmctors price was reduced to the Dlinimum consistent with the sCI'vict' 
that the coUaborators rendered, The Committee would like Government 
aDd the Undertaking to analyse the matter in greater depth in order to 
evolve measures to obviate recllrrence of such impoI'lS through coUabora-
tors where there is an option for direct pllrchases being made of such equip-
ment and machinery. 



III 
PROJECT ESTIMATES 

A. Project; Estimates 

In pursuance of the agreement entered into with them on, 25th April, 
1960, the collaborators submitted the Detailed Project Report (in three 
parts) by June, 1961. 

3,2, The following table indicates the estimates of cost as per the Pro-
ject Report and as revised by the Company from time to time alongwith 
the actual expenditure there against up to 31st March, 1973: 

(Rs, in Lakhs) 
--.,... ---------,----------------

Part iculars Cnst as per 
Project 
:Report 

aune, 1961) 

I 

I. Plant and equip.. 
ment 

2. Land and buil-
dings 

3. Local Services 

4. Administrative 
expenses 

s. Trainina 
pen8es 

Bx-

6. Start up and 
training cost 

7. Interest payable 
to collaborators , 

8 • Intereet on loan • 
capital 

9. Township 

10, New schemes 

II)' IS 

51'31 

90,00 

601'39' 

Revised cost Revised Cost Revised Actual ex-
a& per June, as per May, cost as per penditure 
1962 esti- 1964 esti- Feb, 1911 III on 318t 
mates (ap- mates (ap.. estimates March, 
proved by proved by (Approved by 1973 
Govt, in Government Government 
Aug, 1962) in Junel in Jan., 

September 1973) 
1961) 

3 4 5 6 

512'02 519'06 5II' 52 

182'61 178'83 178'20 

11'45 128'03 141'94 146'49 

94'72 96'54 96'54 

6'00 6'45 5'58 5 'sa 
10'00 16'45 15'00 15'00 

90'00 79'95 82' 11 82' 17 

26'70 26'70 26'10 

100'00 100'00 8$:70 86'27 

11'48 18'11 18'11 

837'80 u64'41 U1O'2! u61' 18 

------,---~--------~-----------------~-----------
23 
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3.3. The Project estimates of Rs. 608.39 lakhs were revised by the 
Company in June, 1962 to provide for items l~e township, storage build-
ings, administrative expenses and the training and start-up expenses, crc. 
and to account for the increase in the estimated cost of plant and machi-
nery, factory buildings and local services. 

3.4. The estimates were further revised in May, 1964 mainly on ac-
count of the provision for new schemes/additional equipment (Rs. 32.75 
lakhs), interest on loan capital (Rs. 26.70 lakbs) increase in administrative 
expenses (Rs. 81.87 lakhs) and increase under local services (w3ter sup-
ply, airconditioning and heating, effl.uent disposal, fluid distillation and in-
sulation, etc.-Rs. 50.58 lakhs). While approving these estimates in Sep-
tember, 1967, Government also took into account the increase due to deva-
luation of the Rupee (88.91 lakhs). 

3.5. The estimates were again revised in September, 1969 to Rs. 1258.05 
lakhs mainly to provide for improvement in the plant and machinery and 
were submitted to Government in October, 1969 for approval. In January, 
1971 00vernment advised the Company to finally close the revised pro-
ject estimates and approach them separately for funds for improvements 
and modifications in the plant and cquipme-nt. Accordingly, the estimates 
were revised in February, 1971 to Rs. 1170.23 lakhs to provide for the 
increase in the cost of plant and Ujuipment on account of difference in 
exchange rates (Rs. 1.40 lakhs) and cost of additional in-process control 
laboratory equipments (Rs. 2.20 lakhs) and also the additional liability of 
interest to collaborators on account of devaluation (Rs. 2.22 lakhs). The 
actual expenditure of Rs. 1167.18 lakhs was approved by Government on 
2nd January, 1973 and the project estimates were closed. 

3.6. It will be seen that the estimates of Rs. 608.39 lakhs as per the 
Project Report have gone up by Rs. 558.79 lakhs or 9·1.8 per cent (as per 
the latest approved estimates). According to the Management the delay 
in the completion of the project alone was responsible for an increase of 
Rs. 75.74 lakhs in these estimates (under the heads administrative expens~s 
and interest on loan capital). 

3.7. The Chairman. HPF stated during evidence that the delay of five 
years had made all the difference to the project and the cost of the pro-
ject had itself getnc up. There had been devaluation and there. were also 
certain changes both in' the land and buildings that were reqUIred. But, 
basically, the long gestation period had inevitably contributed, t::> at least 
some increase in cost. 

3.8. He further stated that pllrticularly with respect to cost and .lea4 
time unless the company had PERT control and had made an analysts, as 
to ;hat impact each change had, it would land them in a SitU3.tion, where 
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the Company might not be able to bring back in a direction, whlci) it had 
envisaged in the or~~inal project estimates. 

3.9. In regard to the delay in Government approving the IT"ised esti-
mates the Ministry in a written note stated that:-"On the b;]$is of actual 
cxperience, it was found that the original estimate~ were not sufficiently 
realistic. The Revised Estimates were, therefore, subjected !~l a de~aHed 
scrutiny in this Ministry, Ministry of Finance and in the Bureau of Public 
Enterprises, with a view to make the estimates fully realistic in the light of 
the expenditure already incurred, involving. in the process, collection of 
additional information and clarifications from the Company." The foreign 
exchange contents included in the origin'Sl estimate also increased from 
Rs. 385 lakhs to Rs. 475 lakhs. 

3.10. As regards the economics of the project due to revision of the 
estimate it was stated by the HPF that the effect of the increase in the 
project cost on the economics of the project was not assessed while approv-
ing the final revised estimates at Rs. 1167.18 lakhs. This should, how-
ever, have been done. The cost of improvements were not included as 
a part of the Project and new schcmes relating to (i) Silver refinery (ii) 
Silver Nitrate and Recovery plants and (iii) Organic Laboratory had how-
ever, been included in the revised Project estimates. 

3.11. The representative of the Ministry also admitted during evidence 
that the effect of increase in cost should have been assessed but this had 
not been done. 

3.12. The Committee note that the Project Estimates originally pre-
pared in June, 1961 for Rs. 608.39 lakhs were revised by the Company 
first ill June 1962 for Rs. 837 lakhs and again in May, 1964 for R9. 1164 
Iakhs aDd finally in February, 1971 for 1170 lakbs. The actual expendi-
ture on the project for Rs. 1167 lak.s was approved by Government on 
2nd January, 1973 aDd the proje~ estimates closed. Thus tbe cost of the 
project has gODe up by 91.8 per cent Ol1!r the original estimates and the 
foreip exchange content included in the project cost increased from 385 
Iakhs to 475 lakhs. 

3.13. According to the Management the delay in completion of tile 
project and the Ioug gestation period had contrlbated to the increase in 
cost besides addition of certain new schemes and additional components. 

3.14. It bas been admitted during evidence fha.t tbe effect of Increase in 
tile project cost on the economks of tbe project was. not assesSed nile 
approviD.g die 8naI revised estimates. . c, 

3.15. The Co_ittee .. a Iel'ioas view tbat in spite of tIIeir repeated 
recOllUDf ......... ill snenl· of their Reports pu1k8IIrly In ,......ph8 J.7 

593 LS-3. 
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and 1.9 of tlae Fiftieth Report of the Publk Accounts Committee (Fourth 
Lok Sabha) oa New Services and New Iastrumeat of Service aad reiterafed 
in paragraphs 2.20 of the 'fbirty-aiath Report of C.P.U. (1972.13) on 
Pyrites, Phosphates and Chemicals Umited that the economics of the Pro-
ject on account of revision of cost should be examined and new schemes 
etc., introduced should be specificaUy brought to the notice of Parliament. 
Government have neither considered the economics of the Project on ac-
count of revision of estimates nor brought such additions on account of 
new schemes llpecifically to the notice of the Parliament. 

The Committee reiterate their recommendations in thi~ regard and 
would Uke Govemment to bring the matter along with the financial· impli-
cation thereof specifically to the notice or Parliament without further delay. 

B. Delay in Completion of the Project 

3.16. The agreement with the ,collaborators which came iato force on 
17th October, 1960 envisaged the foIlowing schedule for construction and 
completion of the project:-

(i) Beginning of the shipm~nts of 
mlchinery and t·quipm':nl. 

(d) Start of installations. 

(iii) Putting up (.If m'!chinery in Operation. 

(iv) Effective start of p~'odltction _ 

(v) Final shipmmt of m lchinery and '.'quipment. 

Period to he cOllnt~d from the 
effectjv~ drilt' of rgreempI'.t i.e. 

17th October, 1960_ 

15 months-Jp.nUHry, 196:z. 

18 mJllth~-1\pril, 1962. 

zS m[)nths-Novemher, 1962. 

26 m'mth~-Deccmb~r, 196:z. 

31 n1()nths--~p.y, 1963. 

(vi) C,m,,!etc installation and testing 0f all mlchin- 37 m')nths-November, 1963. 
cry and plant. 

(vii) Acceptance te~t~. 3 7 m')nth~--Novcrnher, 1963. 
- ... _-.--- ------ ._ ... --- ----_. - .- .- .. - ---.------. ---.-------

3.17. In terms of the agreement the Company was required to under-
take the construction of civil buildillgs for the completion of which the gene-
ral time table was prepared by it on the basis of area ~dications, layout 
and style of construction indicated in the preliminary data furnished by the 
collaborators in April, 1961. However, on receipt of the Deroiled Project 
Report in June. 1961 it was found that substantial changes had been made 
by the collaborators in respe~t of area, layout and style of constructioa. 
This necessitated not ooly extension of the'time schedule of completion of 
the civil wotks but also the staggering of the target, ~s for. the comple-
tion of different buildiDp. In addition., the schedule for the baqding over 
of different sections of buildings as sent by the coHaborators in April, 1961 
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:also called for. 'in some case'3, the completion of upper floors of the build-
ing beforefhe 'completion of lower floor. Accordingly, the schedule for 

commencement 'of installation of the plant and machinery, its completion 
.and testing, etc., was revised in March, 1963 (prior to the transfer of 
ownership of the collaborating firm to the new management) as follows:-
.---- --.-.--.-.~- _._._-------_._- -.----' - --- - --------_._---

Name of Section Date for start 
of installation 

Date by 
which mc-
chinery will 
be re.y for 
part operations 

3 

1-8-1963 

1-12-1963 

1-4-1964 

1-1-1964 

1-2-1964 

1-4-1964 

1-7-1964 

15-2-1964 

Date of com-
pletion nnd 
testing of 
machinerY 

4 

15-4-1')63 

1-8-1963 

1-12-1963 

1-4-1964 

1-7-1964 

1-3-1964 

1-10-1964 

1-9-1964 

15-5-1964 

NOTE :-Completion of item 1 was the Company,;' responsibility whereas other items 
were to he completed by the collaboraton. 

3.18. In agreeirig to the revised schedule, the Company as well a~ the 
collaborators waived their respective rights to claim co:npensation on the 
basis of the earlier time schedule; the waiver of this right by the Company 
was on the assurance given by the collaborators that all outstanding draw-
ings and specifications would be made available during the period from 
March, 1963 to July, 1963. .. 

3.19. The date of completion of the entire project was, however, fur-
ther revised (in January, 1964) to December, 1964 and again to October, 
1965 (in April, 1965) and finally o(late 1966 (in November, 1966). 

3.20. The performance tests of 'Cine F'tlm Positive' began in JUDe, 1966 
and the commercial production was established in June, 1967. These 
tests for all the products were completed by September, 1968 and the plant 
was finally 'handed over 10 the Company in October, 1968. The delay in 
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the completion of the project has been attributed by the Manage.:ncnt to 
the foUowing factors:-

(i) The Company had to contend with a very tight time schedule 
which did not take into consideration the extremely difficult 
working conditions in a remote hill station like Ootacamund. It 
may, however. be mentioned that in August, 1963 the Company 
expressed the opinion that although the time schedule was tight,. 
it was not impracticable. -

(ii) Difficulty in driving piles to rock -level and consequent redesigna-
ing of emulsion blQCk. 

(iii) Difficulties in transporting the building materials and equipments 
from the plains, the limited working -season and :nonsoonish 
weather for most part of the year. 

(iv) Pace of erection of machinery had to be slowed down consi-
derably in certain areas because of the delay in civil construc-
tion occasioned by the change in the design of Emulsion Coat-
ing Building and the consequent change in the pesign of some of 
the production equipment. The delicacy and complexity of the 
installation in narrow enclosed places inside the building pre--
sented a few problems. 

(.) With the change in t)1e ownership of the collaborating firm, a' 

series of discussion had to be held with the new management in 
order to Ilort out certain pending issues and -the difference of 

_ opinion regarding the interpretation of some of the claus~ o[ 
the agreement. Some of the equip:nents supplied by the old 
management of the collaborating firm were found to be defective 
necessaitating rectification (at the collaborator's cost) by import-
ing special equipment; the new management also suggested: 
changes in the design of major equipments in order to improve 
Il19nufacturing process and to discharge more satisfactorily their 
obligations under the agreement. All thes~ developments caus-
ed delay in the co:npJetibn of the project. 

(vi) There was delay of about 26 months in the installation of plant 
and machinery, etc., by '8 contractor. No penalty could, how-
ever, be levied ll5 according to the Company the delay did not 
occur. due to any omission or commisaion on the part of !he 
contractor but was occasioned by the delays intbe completIon 
of buildings. 
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.3.21. Asked about the extent of delay attributable to each of the 

causes· mentioned above and to what extent and whether these could not 
have been foreseen, the HPF stated in written reply that:-

"We agreed that items like difficult working conditions in Ooty, and 
difficulty in transportation of equipment should have been fore-
seen at the time of entering into the contract. It must be ap-
preciated tbat this is the first project of this kind in the Nilgiris 
and with the preference we had given to local labour, a certain 
amount of delay is inevitable. 

It is not easy, in a project of this nature, to analyse the delay under 
each of the causes and that is the reason why no such analysis 
was prepared." 

3.22. In w.is connection the Ministry stated in a written reply that 
'Government were, however, of the view tbat if proper managerial compe-
tence had been available, much of the delay could have been avoided. 

3.23. With regard to outstanding drawings and specification, the HPF 
stated in a· written note that the Civil Engineering drawings were received 
by July, 1963. Most of the drawings for equipments and services were re-
ceived during the period December, 1963 to April, 1964. As the delay was 
attributed to the redesigning of Block II and due to successive changes that 
had to be made in the drawings, collaborators could not be held responsible. 

3.24. The Committee enquired the reasons for establishing commercial 
production one year aftel' the start of performance tests for Cine Film Posi-
tive. the HPF stated in a written reply that the gestation period only high-
lights the sophistication in technology required for manufacture of photo 
sensitive goods. Being an integrated process, with common processing equip-

ment namely the base costing equipment as common to Cine, X-ray and 
Roll Films as also the Tunnel and Festocn coating machines, the delay in 
establishing commercial production was inevitable. In addition, problems 
due to raw materials also cropped up contributing to the delay. 

3.25. The delay in the completion of the project and the commence-
ment of production resulted in a loss of production of Rs. 38.25 crores with 
'reference to the scale of production indicated in the l>etailed Project Report 
or R~. 17.67 crore, ,on the basis of targeted production during the period 
from June, 1967 to 31st March, 1971. The Management stated (March, 
1967) that '85 the responsibilities of the Company and collaborators over-
lagged at several points, it was neither easy nor tenable to apportion the 
delay in the discharge of various obligation under the agreement between 
the two parties. 1 
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3.1S. The HPF informed the Com."llittee in a written note that "We: 
have nothing on record to prove that the collaborators have not conformed 
to the terms of the agreement, and it was also rather difficult to pin down 
the collaborators due to overlapping of responsibilities. The major areas 
where tbere was overlapping of responsibility were 'building construction, 
er.ection of equipment, capability of machines and acceptance certificates." 

3.27. During ev;dence, the Chairman HPF informed the Committee 
that:-

"There was a lengthy correspondence to see in what way we can pin: 
down the responsibility and ultimately I understand that both 
the basis of records these attempts were made perhaps the 
that it is much better to waive it rather than continue with this." 

3.28. The Special Secretary of the Ministry stated during evidenc~ 
that:-

"The point is that the entire project was delayed and there were 
many factors which contributed to the delays. So:ne of them 
are entire extraneous and some of them were as 'a result of the' 
Project authorities' failure or inability to perform certain things; 
some of them were the result of the collaborators also not being 
able to do certain things. In such an event, it is extremely diffi-

Ct;lt to fix responsibility for the purpose of claiming damages or 
things like that from the suppliers or collaborators because 
there would always be some contributory factor which would 
protect (if not exonerate) one party or the other from the pay-
ment of any claim or damages as a result of their failure. That 
is why it was not possible to try and fix or apportion tbe rcs-· 
ponsibility of the different authorities including the collaboratgrs 
and try to get any co:npensation or damages out of them." 

3.29. Asked about the penalty clause in the contract, the representa-
tive of the Ministry stated that:-

"There were some clauses. In regard to Article 16 (Appendix II)' 
there are certain clauses relating to compensation for ~hortfall in 
production, compensation for high consumption of tbe material, 

Compensation for insufficient recovery , compensation for failure-
to fulfil quality guaranteed and compensation for del'BY and short 

production of course this was limited to! a certain amount of US' 
", 'loUar for a complete month of de~ay. So, there were some 

s. dauses in regard to compensation." 
.... -... 
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3.3o,:,A8~ed wbetl1er at any sta&rAhe C~mpap)! tried to invoke this 
clause ,00 any ground. the witness stated that:-

"At 'ieastfro:ri the record I' 'have not come 8crossMsuch case which 
would tend to show that attempts were made to irivoke this 
clause." 

He further added:-

'" doubt very much, Sir. But if We had tried it, we would have 
f~und physically· impossible to put into effect this clause be-

cause there would always be some shortfall or the other. For 
example, let us take the Railways in the matter of movement and 
so in the matter of providing something or the other it makes 
the whole thing infructuous. So far as the overlapping of res-
ponsibilities are concerned, the point is whether or not this 
could have been remedied in 1966 itself. There were quite a 
lot of changes and lacunae in the initial agree::nent. Attempts 
were made in November, 1966 but so far as these were con-
cerned, I think most of them were over or nearly over by that 
time like the construction of building, erection of equipment. 
etc., and so perhaps it was not worthwhile for them to take up 
this issue with the coUaboratots in November, 1966 because pro-
duction ttarted in 1967 and hardly there was a question of mak-
ing any changes in regard to these items, at that point of time." 

3.31. The Committee pointed out during evidence that there were 
many items mentioned which contributed to delay in completion of the 
project. 

3.32. With regard to invoking the penalty clause in such cases the wIt-
ness stated that:-

"They could have at least made a prime facie attempt to invoke the 
compensation clause. But' agree that there is nothing that on 
the basis of records these attempts were made perhaps the; 

management could have made an attempt where the position 
was very clear cut." 

3.33. The Cdmmlttee note dud though the agreement with the Col .... 
borators envisaged a time schedule for the construction and CO,IIIpletion 
according to which the acceptaDc:e tests sboold ".e beea completed In 3'7 
mon"'s i.e. by November~ 1963, there has been a delay of abQut ! yean 
in the completion of the acceptance tesb and the ,Iallt we., fioally ..... dM 
Over to tile Compaay in October, i968. 
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3.34. Tbe Committee "ere informed that the delay ia completion of tile 
project and commencement of production resuMed iD loss of production to 
tile extent of Ri. 38 crores witb referenct to scale of production iDdicated 
iD DPR. 

The delay in completion of the project has bern attributed to several 
factors like extremely difficult workiDg conditions in a remote bill station 
like Ootacammund, pile foundations, difficulty in transporting materials, 
delay in civil construction, finalisatioD of tbe collaboration agreement with 
the new management defects in the equipment suppliedb-y the CoUaborators 
wbicb bad to be rectified etc. 

3.35. The Committee are not conviDced of the reasons adduced for the 
delay, as the problems connected with the location of site were already 
known to the Management even belole the selection of site and as admitted 
by the Management that these sbould have. been foreseen at the time of 
entering into the contract. 

3.36. The Committee fail to understand as to "'by these could not ha~e 
been taken into account and realistic targets fixed for construction and 
commissioning of tbe Plant. 

3.37. Tbe Committee also regret to note th.at no analysis of the delays 
was done by the Company and no attempt was mnde to invoke the clauses 
in the ~reement relating to compensation for delay in completion shortfall 
in production etc. since according to the Management many areas in the 
agreement were overlapping and it was difficult to pin-point responsibUity 
on the collaborators. 

The Committee see no reason why all thes~ factors could not have been 
got remedied in the modified agreement wbich was finalised in 1966. 

3.38. The Committee recommend that Govt. should. investigate into 
tbe matter and fix responsibility for the lapses of the Management in safe-
guarding public interest at various stages. The 'Committee would like to 
be informed of the action taken In the matter. 

Increase In the areas of factory building 

3.39 Against an ar~a of 14,100 sq. metres for the construction ,ot 
factory buildings at an estimated cost of Rs. 41. 77 ~akhs iJ,ldicated by. the 
collaborators in their offer of November, 1959. the detailed drawmgs 
fllmished by them in June, 1961 were for an area of 35,161 sq. metres 
involving a cost of Rs. 148 lakhs. Accllrdin~ to the Management, the 
increase in the floor area was made to meet the requirements for more 
storage space, workshop facilities and installation of balancing equipment. 
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3.40 Asked why total requirements and specifications of building were 
not taken into account before determining the area of Boor space etc. [he 
HPF stated in a written reply that:-

"We concede this point. However, by way of explanations, we 
submit th-at these could have been overcome had we establish-
ed a strong project tC'am right at the beginning of the Project. It 

3.41 l'he Committee were informed by HPF that the cost indicated in 
1959 towards buildings was Rs. 41,77 lakhs for 14000 sq. metres. How-
ever, in the DPR the cost was indicated as Rs. 113.15 lakhs .for 35161 
sq. metres. While working out the details of the plan for buildings, tbe 
estimate was revised to Rs. 148 lakhs as against 113.15 lakhs. The actual 
expenditure as on -31.3.1972 was Rs. 178.20 Iakhs, and this meant an in-
crease of Rs. 65.05 lakhs. 

3.42 The Committee note tbat one of reltSQns wbich contributed to tile 
delay in completion of the project WIIS illCt'eRSe in the area of factory 
building. 

In terms of the agreement, the Company was required to undertake the 
construction and completion of civil buildin~ on the basis of area indica. 
tions, lay-out and style of construdion Indicated in tbe prelemlnary data 
furnished tty collaborators. 

3.43 The Committee note that against the area of 14100 sq. m. for tbe 
cunstmctlon of factory building at an estimated cost of Rs. 41 lakh" indi-
cated by tlteCoHaboraton in November, 1959, the detailed . drawings 
furnished by them in June, 1961 were for 3S161 sq. m. for Rs. 148 lakhs 
involving substantial ehonlZes in respect 0.1 area, lay-out and style of cons. 
tnlction. The actual expenclifure WIS, however, Rs. 178 lakhs. 

3.4·1 The Committee note that the changes necessitated not oaIy exten-
sion (jJ the time schedUle of carrying out of civil works bot ... tile sm. 
gering of the target dates for completion of different buildings. 

3.45 The Comlllittee are convinced that had die Collaboraton cor-
rectly ass('ssed the requirement of the Project iDltIaII, and ill time, much 
of the delay in the censtnact:ion of the project c:oaId bave been avoided. 

3.46 The Management conceded that, had the Company established 
a strung project team riPt from the beginning of tho! project, this silul.l· 
tion ~'ould not have arisen. The Committee can see no valid reason for 
faDure of C..ovt./Company to see that ftlere was in position 8 strong team 

. of mana~ .. eat to handle a IIOpIlIstIcated project of this dime..... The 
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Committee would like Gonmment to eDlure that such a lapse does not 
retor. 

Jklay iD the receipt of plaas: 

3.4 7. Against the stipulated date ot 17th April, 1961, the basic plan~ 
for the factory buildings were submitted by the collaborators in June, 1961 
and these were also found to be incomplete necessit8tiang frequent changes 
and modifications. As a result, the construction of the factory buildin~ 
could commence only in April, 1962 i.e. the date bv which the erection 
of the machinery in these buildings should have actually commenced as 
per the schedule. These buildings were actually completed in August, 
1!J65. 

3.48. Asked about the reasons tor the delay in the completion of the 
buildings, the HPF in a written reply stated that according to the' Agree-
ment; though construction of factory buildings was the responsibility of 
HPF, the basic plans were to be supplied by the Collaborators. These 
plans were received from the collaborators in stages upto 17th April, 1961 ~ 
as per the time table stipulated in the Agreement. Thereafter the Com-
pany appointed a firm of Architects in May, '1961, soil conditions of the 
'site were studied, detailed estimates and working drawings prepared and 
tenders caUed for. After scrutiny of tenders and completing other forma·· 
lities, the contract for pile driving was awarded in October, 1961 and th-: 
contract for the General Builders' work in February, 1962. The actual 
civil works started only in April, 1962. While the progress of general 
builders' work was slow, one building which required pile driving was still 
slower as it was found practically impossible to driv..: piles to rock level 
a step considered necessary to avoid differential settlement between the 
buildings as required by the Collaborators. Therefore, a decisiOn was taken 
to redesign the building as a 4 storey building on raft foundations, elimi-
nating piles. While changes in the drawings already supplied by the col-
laborators ~re called for, the Company was not in e position to cate-
gorically say thl;lt this contributed to a delay in the construction of the 
buildings. The work of this building finally start~ only in April, 1963. 
Besidt"s, many other factors like the short-comings of the particular civil 
contractor to, whom the contract for both the pile driving and general 
builders' work was awarded, difficulties in transporting building material 
and equipment from the plains, I1imited working season and monsoonish 
weather for the better part of the year, non-availability of local labour 
for building and other common problems and hurdlec; encountered in 
undertaking such a large and complex piece of work in an out of the way 
hill station like Ootacamund. also contributed to the delay of the project 
schedule. The two main production buildings were finally ready only in 
January, 1965 and July, 1965 respectively. 
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3.49. Askcd whether the delay was on the part of the Collaborators, it 
was stated by the Management that with the best of collaborahons, somc-
changes are inevitable. The foctors to be considere,d in such changes are 
the cost of the change and the lead time required for the change. In thO! 
light of the discussion that had to take place from time to time, between 
HPF and the collaborators and the changes in the plans, it is difficult to 
attribute th.e delay only on the part of the collaborators." 

3 .50. In this connection, the Ministry in a written reply stated:-
• "These delays occurred mainly because of the uniqueness of the 

project located in a remote hill area and the lack of adequate 
technical and manageri61 competence at that timc. However. 
Govt. have not undertaken any detailed investigation into th~ 
causes for these delays." 

3.51. The Committee note that agabut the stipulated date of 17th, 
April, 1961 for supply of basic plans, the coUaborators submitted the 
basic plans for the factory buUdinp only in June, 1961 and these were 
also found to be incomplete necessitiDg frequent changes and modifica-
tiOD5. As a result, construction of the fadory buUdings could commellce-
only in April, 1962 by wbich date the eredion of the machinery In tbese 
buildings should have actually commel\ced as per the scbedule. The 
buldings were actually completed in August, 1965. 

3.51. DuriRg construction, a decision ""88 token to redesign the build-
in~ eliminating pile foundation becanse of difficulties in pile driving and ' 
tbis necessitated charges in the drawings aireadJ· supplied by the collabora-
tors. While changes in the drawinp already supplied by the collaborators 
were called for, the Company was not in R position to categorically say 
tbat this contributed to a delay in the construction of the buUdings. 'I1ae 
work on the building started in AprD, 141t63 and the two main buUdings' 
were finally ready in January, 1965 and Jaly, 1965 respectively. 

The Committee are unhappy to find that because of technical difficulties 
the Management could not fix the responsibility on the collaborators for 
the delay in supply of drawings whicb ultimately led to the delay in the' 
completion of the project. 

Defects in th'e soh testing 
3.53. As a result of trial borings, the State Public Works Department 

indicated in early 1961 that the sub-soil of the site selected for the project 
was mainly clay and that boulders were scarce; it could bear the factory 
load up to four floors but would require pile foundations for a building 
having more floors. 

3.54. At the time o~ selecting the site, the impression was that the 
highest bunding would not have more than four floors but in the course of 
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~orrespondencc with the collaborators, after the receipt of the project 
report, it became clear that the highest bUildiQg would have six floors in 

. .addition to the ground floor and the basement. The Central Bl.Jilding 

.Research Institute, Roorkee advised in August, 1962 that pile foundation 

.should be driven up to rock level. 
3.55. The work of pile foundations was awarded to a firm, on the 

basis of open tenders, on 26th February, 1962 at a cost of Rs. 4.70 lakhs 
.and was to be completed by July, 1962. It, however, ran into serious 
difficulties due to unpredictable characteristics of soil and terrain which 

.according to the undertakill8 did not come to light during trial bOrings. 
As the firm was not in a position to complete the work and no other con· 
tractor came forward. the work was abandoned and the collaborators were 
.asked in July, 1962 to re-design the lay~t of the ·building for which an 
amount of Rs. 2.18 lakhs was paid to them. The building was finally 
completed in September, 1964 against the ex~cted date of July, 1962 as 
per the original schedule. 

3.56. On being asked whether it was 110t the responsibility of the un-
dertaking to assesscharacterisitics of the soil and nature of terrah~ before 
the contract was awarded for pile foundation and whether the building 
y.'as ultimately constructed without any pile foundation, the Management 
of HPF stated in a written' note:-

"We concede that this should have been checked. However we 
would like to add that some trial borings' were done for 
erection of the building with pile foundation. The Central 
building Research Institute advised that pile foundations should 
he driven to rock level. On this basis the contract was award-
ed to a firm." 

. It was also stated that: 

The building' was constructed without pile foundltion with 4 floors 
only. The actual cost was Rs. 55.81 lakhs against estimated 

cost of Rs. 53.50 la1chs. The infructuou~ expenditure was 
Rs. 9401/- paid to the architects, as cost of the pile driving 
was waved by the contractc5'rs. 

3.57, Govemmect also in the post evidence reply admitted that the 
~./:.;:,~ndjt:ure incurred as a result cif the abondonment 0: the pile foundation 
'work was rendered infructous. 

3.58. The Cctamittee recret to note .... t .. the basis of advlre of ...... 
'collaborators to have a buildlngw. more thaD four a.rs. the CODtnIc..t 
10r the work of pile fouadatloDS was awarded to • firIIl for Rs· 4.7 Iakhs 
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to be completed by July, 1962, l\ithout assessial tbe cltarlN:teristics of: 
tbe soD aDd nature of the terrain. The result was that the work had tn 
be abandoDed and the coUaborators asked in July, 1962 to reclesip the 
layout of the buDding for which aD amount of Rs. 2.18 Ialms was paid 
to them. The Committee were informed tbat ultimately the buildinl WIIS· 

constructed without pOe foundation and baving four floors only in Sep-
tember, 1964 after more than 2 years thus delaying the entire schedule, at 
an actual cost of Rs. 55.81 Iakhs as 8gaiD..t the estimated cost of lb. 53.50 
lakhs. Tbe Committee regret to observe that on account of tile incorrect. 
advice of the collaborators and failure of the ManalemeDt iD not assess-
lag tbe characteristics of soH and terrain in advance payment made to tbe' 
architects towards cost of pHe driving was reDdered infructuous. The 
Committee would like that luafter should be investigated witb n view to· 
piDpoint the lapses on the part of the management. 

Delayed in &tie construction of administration, Laboratory and social 
centre buildings 

3.59. In response to tenders invited in November, 1962, 2 offers were 
received. One of the tenderers was a private firm who quoted an amount 
of Rs. 32.92 lakhs while the National Building Construction Corporlilion 
Limited-a Government Undertakings, gave a quotatio{l of Rs. 31.81 lakhs. 
The tcnder of MIs. National Building Construction Corporation Limited 
was rejected on the ground that they had no organisation at site and would 
t'ake a couple of months to get acquainted with the same. The work was· 
awarded to the private firm at a negotiated amount of Rs. 31.89 lakhs. 
There was a delay of 18 months in the completion of the work; it was· 
completed in August, 1965 against tbe stipulatf'.d date af February,1964. 
No penalty could, however, be levied on the Cl'ntractor as, according to tho' 
Company, detailed drawings were not supplied in timo! and many change5 
were made subsequently. 

3.60. In justification for not awarding the work to the N.B.C.C. it \vas 
stated in a written reply that:-

"The Boord had fully considered the position; in our anxiety to 
complete the project early, time was taken as a critical factor 
for award of the project." 

3.61. The Committee are perturbed to find that even though the tendu' 
of Mis. National Building Construction Corporation, a public sector under-
taking, WIS lower than that of aRother private firm, the offer of l\Il~. 
N.B.C.C. the public sector undertakin~ WII!; rejected on the ground thBt· 
they do Dot have an organisation at site and require a few months to ~. 
aequahlted witb the S8IIIe. The Committee would nke to point out thllt' 
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the private firm to whom the contract was entrusted delayed completion 
,of· die work by as much as 18 months. The Committee understand that 
the buDding in question was a simple construction and therefore the 
management of Hindustan Photo Films should have given preference 10 
tbe National Buildings Constnlctlon Corporation, a sister public under-
taking. 

In the opinion of the Committee the plea of the Company tbat since 
National BuJldiDgs Construction Corporation wanted a few months to lJet 
'.p a site office and get acquainted with the area and therefore tile work 
was not awarded to them, does not seem to be tenable in the face of the 
delay of 18 months. by the private firm in completing the work. The 
Committee also see no justification why penalty was not levied on the 
. private contractor who delayed the completion of the building by as much 
as 18 months. The Committee would like Government!undertaking to 
fully investigate the matter in order to fix responsibility as to why the work 
was not given to a public sector undertaking when their quotation wa; the 
lowest and secondly why penalty was not imposed on tbe private contrac-
tor who was given work in preference for delay of as much as 18 months 
in compleHon of the building. 

The Committee would also like GovernmentlBureau of public enter-
prises to issue general directions to the public undertakings that ordiRlU'ily 
there should be no question of rejecting the offer of another public under-
taking speciaUy when its rates are the lowest or most competitive and that 
before t;be work is entrusted in preference to any private body or organ-

. isation, detailed reasons therefor should be recorded and reviewed by the 
. Management to obviate recurrence of lapses noticed in the present case. 
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PRODUCTION PERFORMANCE 

A. Process of D18aufacturiq 

"llle Factory consists ot four major production Departments. The 
first is a Film Base Department in which cellulose tricetate dissolved in a 
mixture of solvents,-Methylene Chloride and Methanol-is continuously 
cast on a belt of stainless steel into films of different thickness (from 
0.090 mm to 0.200 mm, depending on the product) on six machines. The 
resultant safety film is then treated in a substrating operation to ensure 
perfect adhesion of light sensitive layer and rolls of film base of about 
1.2 metre vide and about 450 metres to 650 metres long, dependiRg upon 
tbe product, are made ready for coating. . 

In the Emulsion Department, emulsion of silver nitrate is prepared by 
adding it to a solution of alkali halides and gelatin. The finished emul-
sion is sellt to the Coating Department where emulsion is coated on to the 
substrated base (alongwith a top coat or protective layer coating whereever 
necessary). Finally the coated film is sent to the Conversion Department 
where Cine Film is slit to the required width, perforated and wound on 
plastic covers. while X-ray Film and sheet flUm are slit and cross cut into 
the rtquired siZt~ before being packed in boxes. Roll Films are slit to the 
required width, cut to length and spooled. 

4.2. The dates of commencement and completion of performanl'e 
1ests in the various processes as per the agreement are given below: .-

. __ ._-_ .... -- --------_._---_ .. _-------

(a) Film base milnufactt:re 

(b) Bmulsion casting 

(c) Finishing. 

Cd) Ch!lract!."ristic8 and generlll q':1lity 

-----------

Date of com-
mencement 

28.11.1966 

13.2.1967 

8.6.1966 

9.6.1967 

Date of COM-
pietion 

13.2.1967 

4·5.1968 

27·4.1967 

16.9.1968 

4.3. On completion of the tests, the plant was finally handed over to 
the company in October, 1962. However, the production of Cine Film 
Positive and Medical X-ray Film had been established auring June. 1967 
.and May, 1968 respectively. 

39 
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4.4. A statement showing the rated capacity, the targets fixed by the 
Management and the actual production during the years 1967-68 to 1972-
73 is given at Appendix III. 

The above data will indicate tlJat-

(0 The actual production of all the products was always less thaD 
the rated capacity; 

(ii) the actual production was also less than the targets (both ori-
ginal and revised) upto 1912-73 except 1971-72. During 
1971-72, however, it exceeded the original as well as th~ re-
vised targets in the case of Cine Film Positive, Graphic Arts 
Film and· Sound Cine Film. It was also in excess of the re-
vised targets, though less than the original targets in the ca~e 
of Medical X.ray Film and was just equal to both originfll 
and revised targets in respect of Roll Film, Flat (Portrait) Film 

(iii ) 

(iv) 

(v) 

(vi) 

and Negative Film (35 mm). 

Although the production graduaUy increased up to 1969-70 
in respect of all the products, it came. down during 1970-71 
so far as Cine Film positive, Medical X-Ray Film, Roll Film. 
Sound Cine Film and other items are concerned. During 
1971-72 the production slightly increased in the case of Cine 
Film Positive. Medical X-ray Film. Roll Film. Bromide Paper 
'and Sound Cine Film but there was further decrease in respect 
of Flat (Portrait) Film and Negative Film (35 mm). During 
] 972-73 the total production was le!:s than that during 1971-72. 
The prod'Jction of Cine Film Positive, Medical X-ray film and 
Bromide Pa'per was less in 1972-73 than during the previous 
year. production of Sound Cine Film and Medical X-ray was, 
however, more during this year; 
the production of Cine Film Negative wa!l not taken up at all 
till the end of 1972-73; 
the original targets were always lower than the rated capacity 
(except in respect of Bromide Paper for 1971-72 and 1972-73) 
These were, however, revised downward during the course of 
the years; 
although by 1971-72 the Company started the production of 
8 items, a major portion of the total production (about .99 
'per cent) was contributed by three items only viz .• Cine FI.lm 
Positive (black and white), Medical X-ray Film and Bromide 
Paper (including 'all photographic paper). 

4.5. In June, 1972 the Management stated that-
"in a highly sophisticated industry like ours and ~aD~ed entirely 

by Indian personnel, acliievinl! the rated capacity IS a gradual 
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and time-consuming process and hence the targets have' to be 
necessarily. lower than the rated capacity." 

4.6. Asked as to why the production of Cine Film Negatives was not 
taken up at all till the cad of 1 ~71-72, the HPF stated in a written reply 
that in the reYised product mix, there were three categories of products. 
For products under list 'C' only technological and operational documenta-
tion wore provided by the collaborators. First the Company wanted to 
stabilise production for Cine Positive, X-ray and Bromide Paper before it 
took: up development items like Cine Negative included under list 'C'. 

4.7. The Companv formed a separate cell for new product develop-
ment in order to produce Cine Negative in 1975-76. 

4.8. During evidence the representative of the HPF stated that-

"Our view is regardless of what steps we had taken before it is 
essential for the company to ensure that quality products should 
be made available. Before we enter into a new project for 
cione negatives, it would be very necessary for us to ensure 
hundred per cent quality. If these are found defective, the 
producers cannot call the troupe for shooting once again. We 
have. therefore. decided to take up this item in 1975-76. We 
have also resolved that for any new project, in future, we should 
get sample.s, institute a test sampling in the market, study the 
market reaction ~!ld after that ensure that the production is on 
economical basis, and a continuing basis. On that basis, we 
have drawn up for the 5th 'plan a com'p1ete pattern of the pro-
ducts on a gradual and orderly basis and the decision to defer 
the cine negative to 1975-76 has to be vieWed on this basis." 

4.9. In reg-ard to downward revision of targets during 1971-72, the 
HPF stated that it had to be done' in the light of the trend of perfonnance 

of the project. 

4.10. In this connection the Ministry informed the CQmmittee in a 
written note as follows:-

"Though the Government are satisfied with the reasons given by the 
HPF which called for a downward revision of targets during 
1971-72, Government are not satisfied with the trend of per-

formance of the Company which should have been better." 

4.11. The Committee note dult the rated aapac:lty ol the dIIeftdt pro 
in the tJIant has been. inaeased in the modified agreement with the 00"_110-
raton except with regard to c:lne m,.. posilin, Flat (portrait) tilm where the 
opacities have been reduced from 2.98 minion Iq. metres to 1.45 million 
sq. metres and from O.t! m. sq. metres to 0.10 m. sq. metres respectively· 

593 LS-4. 
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As indicated earlier in pangntph 2.23 of the Report, the original agreclnent 
with the Collaboraton envisaged that during the first two years, prodoctioa 
of cine fUm positive only woold he taken up and production of X-ray and 
lOme aegativ~ material and paper . could be taken up only in the tbird' year 
_ fwU production readled in the fifth year. This programme W811 bow-
ever amended in the new 1966 agreement according to wbich productio .. 
of medical X ..... y film and roll film would also 'be started as early as .pos!li-
ble. The ColDIBittee find that even aiter the lapse of si'll: yean Iro.. t. 
commencement of production in the case 01 cine film positive and 5 yeai'll 
in respect of' medical X.ray, tile ac:tual production was much leas tIum tbe 
rated capacity. 

4.12. The Committee also find that the targets of production were tixed 
much lower' 'than the capacity envisaged in the Modified Agreement. EnD 
these targets were revised downwards twice a year from 1967·68 to 1971-72. 
The actual productioD has been less tban even tbe reduced targets and tbus 
MUch Jess tbaa the nted capacity. The Committee deprecate the fixing of 
largets very much less than the rated capacity and revising el'eo those 
reduced targets· downwards. Tbe Committee have discussed the shortfalls 
iD production vi80 .... vis the capacity WId targets (product-wise) later iu 'hiB 
Chapter. 

B. Actual production vis·a-l'is BuHd up of capacity 

4.13. The actual production of , different items is compared in Appendix 
IV with the build-up capacity as indicated in the Detailed Project Report 
(i.e. prior to modified arrangements of November, 1966) for the first five 
years from the commencement of production. The build up of capacity 
was not revised even after the modification of the sequence of productioo. 

4.14. It will be seen from the table at Appendix IV that the actual pro-
duction was always less than the build-up of capacity except in the case of 
Medical X-ray Film, Portrait Film (including Graphic Arts Film), Roll Film, 
Negative Film (3Smm)" Photographic P"per and other items where tae pro-
duction started earlier than it was cnvisagedin the Detailed Project Report 
on account of the sequence of production agreed to between the Company 
and the new. tnanagement of the collaborating firm. But in these cases also, 
the actual production during 1971-72 was lower than the build-up of 
capacity indicated in the Detailed Project Report. 

4.15. In a written reply HPF admitted that the programme for the 
build-up of the revised capacity o( the plant should have been revised so as 
to evaluate the actual performance, while modifying the agreement with the 
collaborators. 



4.16. The Ministry alllO admitted in a written Dote that this should have 
been done by the Company. 

4.17. The Committee Dote flIat the modi6catioD agreement eDtered 
luto with the collaborators ill November, 1966, provided for aD increase io 
·the capacity of tile plant for dae production of medical ;X-ray film and roU 
film from 0..5 IIIiIIioD sq. mts. to 1 edition sq. mfs. aad 0.22 million sq. 
mis. of roD fibn$ to 0.45 mDUoa sq. ods. respectively wbUe the production 
apacity for Cine-FUm Positive was reduced from 2.98 million sq. mts. 
to 2.45 miUion sq. mts. The Committee regret to note that In spite of the 
modification of tile sequence of production in the agreement witb the 
collaborators in 1966, the programme of build-up of capacity was not cor-
respondingly rel'ised to euble the nlanagement to ewluate tbe performance 
willi reference to such rel'ised capacity. 

4.18. The Committee have in an earUer chapter given their recommen-
dations in this regard. The Co.mmiUee find that except in . abe case of 
Medical X-ray film, Portrait film, Rolf Film, Negative Film, PhotOJtl'8phic 
paper where the production started earlier than it waS enl'isaged in D.P.R. 
tbe actual production in the case of Cine Film Posithre, Cine FUm Sound, 
Cine Film Negatil'e, Grapbic Arts Film and others W88 always less than 
.. be build up capacity. 

4.19. The Committee would like Governmeal to innslipte why the 
rel'ised build up of capacity was not incorporated simultaneously in tbe 
modified agreement and fix responsibiUty for the lapses in this regard. 

C. Re8SQDS for shortfall in production 

4.20. The general reasons for shortfall in production during the various 
years, as attributed by the Management; were : , 

(i) The design of the plant and equipment was made by the colla-
borators who were not quite familiar with the technology 
which was built into the design. The coUaborators also 

furnished know-how for delicate products like X-ray Film 
which they had themselves not produced in their own plant. 

(jj) The plant was essentially designed for the production of Cine 
Film Positive though jt is also intended to manufacture diffe-

rent types of photographic films and papers. 

(iii) The plant and machinery were subjected to a series of improvisa-
tions by tbe collaborators and did not incorporate a set process. 
This apart, the project suffered serious machinery break-downs 
which delayed the oommcncemCDt of production. 
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(iv) The Company embarked upon a vigorous programme of accele .... 
rated import substitution. In some cases the Company met 
with significant success while in other serious technical pro-
blems were faced. 

(v) The Indian consumers being accustomed to the use of high grade 
imported brands from the established suppliers were insistent 
on the Company upgrading the quality even from the very 
beginning, thus necessitating development work being started 
simultaneously with commercial production, with a ti2ht 

schedule to carry out improvements expeditiously. ~ 

(vi) The determination of t~e rated capacity assumed certain levels 
of rejection whereas the actual rejections were lauch higher. 

(vii) There were teething troubles in the development of certain pro-
cesses. As a result, there has been an imbalance between one 
set of process and another. 

(viii) Some amount of under-utilisation of capacity was due to non-
receipt of raw materials from abroad, namely methylene 
chloride and gelatia during 1967-68 and cellulose triacetate in 
1967 .. 68 and 1970-71. 

(ix) It is one of the peculiarities of the photographic industry that 
the entire equipment for all products including those to be 

developed in future had to be installed in the factory premises 
at the very beginning itself before any equipment is commis-
sioned. In the past a large pnrt of under-utilisation of equip-
ment has occurred on this, account because the products for 
which the equipment was intended were still to be developed 
or were in the process of development or teething troubles. 

(x) If the finished output has not reached the rated capacity, it IS 
partly due to some of the products being rejected for not ful-
filling the specificati.ons and partly due to production difficul-
ties in certain operations. 

4.21. With regard to the contention of the Company (vide item IT of 
para. 4.20) that the plant was essentially designed for the produ('.tion of 
Cine Film Positive, it may be mentioned that the revised agreement entered 
into in 1966 with the new management of flie Collaborating firm provided 
for the production of Medical X-lay Film also immediately after the plant 
went into production. Further alongwith the production of Cine Film 
positive (vide para 4.13), the production of Medical X-ray Film and 
Photographic Paper was actually taken up. 
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4.22. In reply to a question as to how shortfall in productioo is attri-
buted to the design of the plant being essentially meant for production of 
.the Cine Film Positive. The HPF stated in a written note as follows:-

"In the DPR itself it has been stated ,that the plant is essentially 
designed for production of Cine Film Positive and that X-ray 

will be taken up dUTing third year after commencement of pro-
duction. However, in view of the fact that X-ray produclion 
was also simultaneously taken up during the first y;ear itself with 
Ferrania Formulations of 1965 technology this point of view is 
not wholly justified." 

4.23. The Committee were informed by the Ministry as follows:-
"As indicated in the DPR, the plant was essentially designed for the 

production of Cine Positive, though certain changes in the pro-
duct-mix were made subsequently. In the circumstances, 
though the contention of the Company would not be wholly 
correct, it could be argued that one of the reasons for short-
fall in production was that the plant was, in the first jnstilnc~. 
essentially designed for production of the Cine Film Positiv.;'." 

4.24. It has been pointed out that the design of the plant and equipmeJilt 
-was made by the collaborators who were not quite familiar with the 
'technology, which was built into the design. The collaborators 
also furnished know-how for delicate products like X-ray Film which th=y 
1tad themselves not produced in their own plant. The plant and machinery 
were subjected to a series of impro\lisions by the collaborators and did not 
incorporate a set process. This apart, the project suffered seriolls 
machinery break-downs, which delayed the commencement of production. 

4.25. The agreement with the collaborators contained the following pro-
4isions:-

"After the expiry of the guarantee period in respect of machinery 
and equipment (6 months fonowing the performance tests of 
each manufacturing section) and until the completion of five 
years from the date of acceptance of the plant and m:lchinerv, 
the collaborators would provide 'after sales' service at the cost 
of the company and would sent mechanics and/or engineers to 
gjve technical advice and to suggest remedial measures for 
repair of any defects. 

ibe collaborators would also provide continued assistance for five 
years, after commencement of production, for the mainten.anc:e 
of production and removal of difficulties encountered or defects 
in production. For this purpose- they would depute apeclalist. r when required by the Company." 



46 

4.26. The services of specialists were obtained by the Company during. 
the ~ars 1969 to 1971. The bpeciaJists are stated to have solved the 
techQlcal problems referred to them with the exception of the three pro .. 
blems mentioned below:-

(i) R~melting ~f emu]sio~ and gelatin layers, dark coating liBes and 
mmus densIty bands ID Bromide Paper referred to the collabo-
rators in September, 1967. 

(ii) Appearance of discontinuous white lines on the coated material: 
in respect of Cine Film Positive referred to the collaboratcrs in 
June. 1969. 

(iii) Appearance of blacJc point with diffused circular edges in X-ray 
sheets and low speed in several batches referred to the collabo-
rators in February, 1970 and June, 1970 respectively. 

4.27. The Management stated in March, 1973 that the above three-
problems have been solved by the Company's technicians. 

4.28. In regard to the loss of production arising from the continuanc!!-
of these problems till their solution, the HPF stated tnat the problem:; were, 
so multifarious that it was difticult at that stage, to segregate loss of pro--
duction, cause-wise. 

4.29. Problem arose in manufacture of photo sensitive products, due to" 
several reasons, lack of procedural control and uniformity and complete 
absence of system control in the manufacturing operation all of which could' 
not be attributed to the collaborators. Factors like cleariiness, atmospheric 
pollutions or contaminations in the raw materials could produce problem'!. 
The collaborators endeavoured to investigate and render whatever help was 
possible. This did not mean that the company could pin them down for all 
the problems at HPF. 

4.30. During evidence the Chairman of HPF stated that, "What ha~ 
really happened is this. We had specialists over here, while we had' 
the technical collaboration. We ~hould have made the best use of them 
rather than to look around for other collaborations. This has also disin-
terested the pting collaborators. In 1968-69, we were going round th.:: 
world for tcchakal wllaboratillQ Ferrania ~d 3 M got an impression that 
we were not interested in their ~ervices. In that situation, their response-
will JlC(lOSSarily be different. Every time a problem was posed to them,. 
1bey came back with a suggestion and solution. They have alway3 ~t'!'~ 

willing to depute technicians to work with us." 
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4.31. Asked as to whether the causes for serious'b;eakdown of plant 
and machinery were gone into the HPF stated in a written reply that:-

"The breakdown of bbse casting mach ins! occurred during initial 
production. The collaborators had taken the fuU responsibili.: 
ty to set right the defect at their cost. As such the que~tion of 
claims does not arise." 

4.32. In this connection the representative of the Ministry stateJ during 
evidence that:- . 

''The management at that time did not employ sy~tematic ~pproach 
of tackling the problems thut used to arise. That meane; 

taking the problems on a regular systematic basis and thenon a 
system approach try 10 sclve the problem. Whenever som:= 
problem arose 'they would try to solve that problem wit110Ut 
anticipating what else would happen later on. It wac; a difTe-
rent type of approach rather than a concerted systems ap· 
proach. That was one of the reasons why this project had 
suffered." . I . 

4.33. The Committee were also informed that there w~s I~bollr troub\i:. 
in the supplying firm during May, 19iO to November, 1970. The value :>i 
production lost was approximately Rs. ·28 lakhs. 

4.34. As regards procurem.;'nt of indigeneous poor quality of spools, 
HPF stated in a written reply that:-

"lnrugenous spools were procured from BtlUpcndra Plastlc.s, Madra:;. 
No responsibility could be fixed, as samples app~~ved beforo 
bulk supply were commenced. Fire accident took place with 
another supplier-Podar PJa~tics. Details of dama·g'.! in the 
vender's premises are not known." 

4.35. The ... CommiUee find tlutt according to the Mana~ment C)nl" of the 
feUO.. for shortfall in production was that' tbe design of the Plant Ilnd 
equipmeDt wali made by the c:ullaborators, who were Dot fami~iilr ~ifh thl" 
w .... oIoIY. The plant and mathinery were subject to seri~s of Improvi~!­
tioas by f:OUa~rators and did not inc"rporate a set prpc:es~. The Co_-
fee ., Bote that the agreement willI the collaborator sdpulated· that file 

I .. 

collaborators should provide for after-snles service at the cost 0.' the COIt.-

JI8IIY, .., five advice and to suggest remedial measures, for repair of IUty 
IIIefedI. 1be aadertakiDg categorically invoked the~ provlliJuDs dUrin~ 
1969.71 to let the technica,l problems re'iolved b~' the Collaborator.. Hf'w-

. . . 
ner, three technical problems, viz. Remeltmg of emulsIon Pond gelldn!! 
"yen, dark coating lines, appearance of dfscontinuous white line'i In cine 
filmSposltlve and apprearance «)f black print in 'E my s"eetswbich were 
althdtely responsible for rejediollfi f:Ould not be ~lved by the ~ 
raton. 
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4.36. Tbe Cemmittee "'ere informed tbat thae problems 'ver'~ saltse .. 
quently solved by the tedulicilUlS of the Undertaking in 1973. According 
to the MaDaaemeat, the existence of tecbnical problems in the plaat resull-
ed iD shortfall iD production from the time of taking over the plant from 
the collaborators iD October, 1968 till Marcb, 1973. These probleOl.I) were 
further aaravated by the absence of syste~ control in &be manufacturillg 
operatio... The Committee feel tbat tbe problems have Dot been tackled 
with a seDse of urgency they dl!served with the result that there was pers;s-
tent loss In production. 

Swltcb-over from Imported Cellulose Trlacetate to the indipnou material 

4.37. As regards the switch over from imported cellulose triacetatc to 
the indigenous material it has been statl!d (March, 1970) that. When the 
Mysore Acetate and Chemicals Company Limited a private sector concern, 
were negotiating for the setting up of a triacetate plant in early 1960 for 
the manufacture of Gevaert type of materials, samples were sent by MJs. 
Gevaert. at the request of Hindustan Photo Films Manufacturing Company 
Limited, for test at the Bauchet factory. 

4.38. As Mis. Bauchet did not bring out any feature requiring conside~ 
ration. the Mysore Acetate and Chemicals Company proceeded with the 
project. Extensive trials undertaken by HPF with the first lot of indigen-
ous triacetate made available in December, 1968 indicated that the elonga-
tionlcbaracteristics of the base were inadequate for Cine Posith·c. Further 
trials were carried out with various bien dings and a decision was taken in 
] 969 to accept the Mysore Acetate and Chemical Company's triacetate for 
regular use on the basis of trials confined to the process of making raw 
base. 

4.39 . Before finalising the ruming contract for 1969-70 the undertakil\g 
applied in November., 1968 for import licence for 700 tonnes of cellulose 
triacetate but reduced it to 120 tonnes in March, 1969 and the DGTD waS 
informed that the balance quantity would be obtained from indigenous 
sources. In reply to an enquiry, the company also confirmed to Govern-
ment in May, 1969 that the quality and suitability of'the indigenous cellu-
lose triacetate had beel! tested in its plant and was found usable without 
major problem excepting for a few minor variations in characteristics as 
compared with the imported material aod thus necessit'ating slight changes 
in the existing manufacturing process. It was also confirmed that the 
change over from imported material to indigenous material was not expect-
ed to affect the rate of production. 

4.40. When the indigenous cellulose triaceta'ie was actually utilised in 
June, 1969 in combination with the imported material in the ratio of 50:50 
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the elongation of the base cast was found to be poor as compared with that 
obtained from the exclusive use of imported material. By the end of July, 
1969, when the base made with indigenous material reached the subsequent 
stages of production, the following further problems, not anticipated earlier, 
became apparent apart from the continuation of the problem of elonga-
tion:-

(i) Poor quality of X-ray material 
(ii) Static marks on X-ray Films. 

(iii) Accumulation .of film base dust on perforating machines causing 
scratches on Cine Film. 

4.41. In order to overcome these problems extensive trials were under-
taken to carry out improvements in the pl'lUlt. As a result, two out of six 
base casting machines were modified and the remaining four machines de-
aerated a cost of Rs. 1.61 lakhs (up to September, 1970) and Rs. 2.33 
lakhs respectively (up to 30th November, 1971). In addition, non-recur-
ring expenditure of Rs. 14.99 lakhs on trials (Rs. 7.37 lakbs) and extra 
acrap arisings (Rs. 7.62 lakhs) was incurred besides engagement of addition-
al operators to operate the modified machines. The filteration loss, the 
solvent loss and the maintenance expenditure etc. also increased resulting 
in additional recurring expenditure of Rs. 8.98 lakhs per year. Despite 
these modifications, the rate of rejections increased during 1970-7J in res-
pect of all products. The Company's expectation that the indigenous cellu-
lose triacctate could be used without major problems which was based on 
tests instead of full evaluation of the use of the material from the first stage 
to the last stage of production, has not, therefore, materialised. 

4.42. The Committee enquired about the reasons for which the plant 
for the production of cellulose triacetate to be used as raw material by the 
only photo films manufacturing company in the country was allowed to be 
set up in the private sector. The Chairman, HPF stated during evidence 
that-

" .......... it was set up in tile private sector, to our knowledge, 
it is now in the joint sector of the Mysore Government with a 
large equity, but I am afraid so far as this item is coocerned, 
the Ministry has to reply." 

4."3. Asked whether any commitment was made either by the Com-
pany or the Government that irrespective of quality of the triacetale pro-
duced by the private firm it would be lifted by the Company for it:; use, the 
representative of the HPF staled during evidente that-

"We have not made any such commitment. All our specifications 
plCseribed relevant quality standards. We l\ave a standard 
specifications." 
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4.44. The Committee enquir.ed as to how the suitability of indigenous 
tri.acetate was certified to Government in the face of the elongation pro-
blem already encountered during trial tests conducted in December, 1968 
which again cropped up in June, 1969. 

The HPF stated in a written reply that-

"As the elong-dtion factor was marginally less than the minimum spe-
cified, we felt that we should be able to manage the manufac-
turing problems, without much difficulty. We did gjve clear-
ance to Government on the basis of this assessment for which 
we are responsible." 

4.45. The Committee enquired whether any responsibility h-dd been 
fixed for the lapse. In a written note the Ministry have stated as follows:,·-

"Government feel that this is a case of genuine error of judgement 
and as such, it is not necessary to fix responsibility fof this 
lapse." 

4.46. On being asked whether the Company or the Ministry considered 
the desirability of asking the private firm to bear the entire or a part of the 
expenditure incurred or to be incurred on the improvements in the plant so 
as to make' it fit for the use of indigenous triacetate, it was stated that-

"Attempts were made by HPF to get MIs. Mysore Ace1"dte agree to 
bear the full cost or a good proportion of the cost of modify-
ing the six base casting machines but without much SUCCI!SS, 

Government have not pursued the matter with the firm as it 
feels that no useful purpose would be served in view of the 
stand taken by the firm earlier." 

4.47. The Committee note that one of the reasons attributed by the 
Management for the shortfall in production was the swit<:hing over froRl 
imported Cellulose Triacetate to the incligenous material. 

The Committee have been informed that the present indigenous CeDD-
lose Triacetate has not been founcl suitable for manofaefuriri~' pro<:eaes in 
the <:o.mpany and that the rompany had to suller great losses on this 8<:COUIlt. 
The Committee would like in this <:Olltext to reall 'brielly· the iaetser the 
<:Me whkh are that as early as 1960 the <:ompany .... got _pies oithe 
CeDulose Tria<:elate whkh was IIIJIPOSCCI to be manufadnred by the privllte 
company for supply to HInda1da Photo Films. These samples were got 
tested by Hindustan Photo Films at tbe factory of the <:ollaborators in 
Frauce 'Who did not briDg out 88y feature requiring <:onsideration. The finn 
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was'therefore aUowed to proceed with the project. In December, 1968, 
when the first lot of the indigenous triacetate was miade avaDable, the under~ 
taking after extensive trial found that elongation characteristics of the base 
were inadequate for cine positive. After several trials, a decision was takt'n 
... 1969 to accept the indigenous triacetate of this firm for regular use. 
The Committee note that tbe Undertaking before finalising the rate contract 
witll DGS&:D for the supply of indigenous Cellulose Triacetate, confirmed 
to the Goverament in May, 1969 that the quality and suitability of the indi-
geaous products had been tested and found usable witbout major problem, 
except for minor variation in' cbaraderistics as compared to 'the imported 
materials. It was also confinnediba' daange-over from imported material 
to the indigenous one was not expected to affect the rate of production. 
The Committee are therefore unable to appreciate the statement now mnde 
Ity Hindustan Photo FUIDS that when indigenous Cellulose Triacetate was· 
adually used in produc:tion the elongation of base cast was found to be 
poor and that it also created other problems. Th~ Committee regret to 
note that to overcome these problems, the Undertaking had to inaJr an 
expenditure of about Rs. 19 laths on modifications of the plant extra scrap 
IIIisiDg etc. besides engagement of additional operators to operate the modi-
fled machines. There were also increases in fllteration and solvent loss and 
maintenance expenditure resulting in additioDaI recurring expenditure of 
Dout Rs. 9 lakhs per year. Despite these modifications, the rates of re-
jectiollS of the products also increased. 

4.48. The Committee are perturbed at the casual manner in which the 
management agreed to switchover to the use of Cellulose Triacetate to be 
manufactured by a private party without a conclusive evaluation of the 
qualhy and suitability of the material whicb not only resulted in major' 
modifications to the plant at a cost of over Rs. 19 lakhs but also committed 
the Undertaking to recurring loss of Rs. 9 lakhs per year with consequential 
losses. The management admitted during evidence that "as elongation 
factor was marginally less than the minimum lpedfied we felt that we 
should be able to manage the manufacturing problem.t; without much diffi-
cullY. We did give clearance to Government On the basis of assessment for 
which we are responsible." 

4.49. The Committee are surprised to find that the question of recover-
ing any portion of tile cost of modifying the macbines to make them 
suitable for using from the private firm the material supplied by them was 
also not pursued earnestly. The Committee recommended that the entire 
matter should be investigated and responsibility f01 the lapses of tbe ma~e­
ment at the different stages fixed. The CommiUee also find that because 
of a indecision over the quality of indigenous triacetafe there has been a 
delay in obtaining the Import licence for procuring the requisite material 
from abroad witb comequential loss in production. 
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4.50. The Committee also recollUDend that the Manacement should 
draw a lesson from their experience and at least now make sure about the 
physical and chemical chlU'8deristics of Triacetate in consultation "ida 
Research Institutes and other experts in the field beIlore entering into. further 
commitments for the purchase of indigenous material from the private finn. 
The Committee would like to make it dear that while they are for import 
substitution and for attainment of self.reHance they cannot too strongly 
stress the need for ensuring proper coordination so that the raw material 
and other goods required for manufacture by a pubHc undertaking become 
.available in time and do ~t in any manner aft'ed adversely the production. 

D. Rejediou 

4,51. One of the 1tf1l1n reasons for shortfall in production is the heavy 
in-pwcess rejection. The following table indicates the percentage of actual 
:rejections on output vis-a-vis those envisaged in the Detailed Project Report 
an respect of the three major products:-
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It will be seen therefrom that-

(i). in respect of Cine Film Positive, the rejections have shown a 
marked increase at base casting and substration stages during 
1970-71; 

(ii) in respect of Medical X-ray Film, the rejections were heavy at 
coating and conversion stages during 1970-71; 

(iii) rejections were the heaviest at base casting and conversion 
stages in respect of all the years; and 

(iv) an analysis of the actual input-output position of different pro-
cesses indicates that the substmtion, coating and cCllversion 
departments had ,spare capacity to take large inputs which. 
however, was not utilised on account of the inability of the 
base casting department to feed the subsequent proce..ses, The 
inability of the base casting depart:nent was mainly due to high 
rejections and partly due to under-utilisation of the capacity, 
The following data would show that even the available input 
was not processed in the coating and conversion departments 
during 1970-71:-

Output of base casting 

Inpu t of subs trating 

Output of sub8trating 

Input of coating 

Output of coating 

Input of conversion 

(Sq. Meters) 

Medical Cine Film 
X-Ray Positive 

Film 

7,60,619 

6,14,993 

4,91,299 

14,34,505 

13,19,083 

The high percentage of rejection at the conversion stage would indicate 
that «ither it was not revealed till the conversion stage or the quality con-
trol a~ the earlier processes was not adequate. A review of the analysis 
of causes of rejectiOns at conversion stage, as made by the Management 
for the year 1971-72, in respect of Medical X~ray Film and Cine Film 
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lI'ositive indicates that bulk of the rejections arOSe as Ii result of processiQ& 
.defects in the earlier stage vide details given below:--

-_.-----,-_.- ---
Medical X-ray Film Cine Film Poaitin 

-----------------------------1971-12 1912-13 1911-72 1972-73 

Percentage of totnl rejections lit conversion 
stage. 38'69 35' 68 IS'9z II' 5S 

Percentage ofrekctions arising from defects 
at conversion sugc. 22'01 yg·zg 3'03 8'21 

Percentage of re;ecions arising from defects 
at earlier stag~ .. 16'68 11'4° 12'89 3'34 

---------
4.52. The high rejection at the conversion stage in respect of Medical 

-X-ray Film were also partly the result of additional edge wastc (8.31 per 
.cent) arising from constraints on the size of the final products. 

4.53. Out of 1140 mm. of coated base both in respect of Cine Film Posi-
,tive and Medical X-ray Film, the Company has been utilising 1120 mm. and 
1070 mm. respectivel)"thercby resulting in a wastage of 20 m:n. and 70 
rom. of coated base. The coated width of the base in the case of Medical 
X-ray Film was, however, reduced to 1090 mm. with effect from Feb-
lruary, 1972 which in turn reduced the waste from 70 mm. to 20 mm. 

4.:4. In a written note HPF stated that the reason for non-utilisation 
<Of Base Casting machines in 1970-71 was due to the fact that the company 
bad to modify 2 Base Casting machines to make use of the indigenous cel-
lulose triacetate and the balance facility could be utilised only to the extent 

!<If the a"ailability of imported cellulose Triaccrare. In January, 1974 
·the Company were running 5 out of the 6 base casting machines and 
'Would also be commissioning the sixth machine in February, 1974. 

4.55. In reply to a question as to why the available input was not pro-
'Ccssed in the coating and conversion departments during 1970-71, the 
'HPF stated that X-ray production was suspended due to technical problcms 
and the production could be stopped up only gradually. Hence the avail-

able material could not be entirely processed further. Such a situation had 
,not arisen in subsequent years. 

4.56. About the possibility to increase the speed of the base casting 
rmachine it was stated that the Company had been experimenting with 
preparation of low vis-cosity ~Uodion with a view to furtherincreasc tho 
·speeds. However, it had not been possible to increase the speeds earlier 
110 the modifications. ' 
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L 4.57. In a note submitted after the evidence the HPF stated that:-

. ,. 
<. II 

• I • 

"The high rate of rejecting at conversion stage was mainly due to 
the defects arising during coating operation. The defects are 
mainly due to improper coating and drying and the physicaJ. 
damage to the sensitized emulsion, etc. These defects are: 
generally noticed during coating operation by the In-process 
Control Laboratory situated in the Coating Section. Each roll 
is tested for these defects as soon as it is coated and the in-
formation is fed to the Coating Section so that preventive action. 
can be taken. But it is not possible to reject such defective 
material during coating operation as the defective portion jg. 
only a part. of the full roll, and therefore these defectives have 
to be necessarily rejected during cutting, i.e. during conversion 
operation. It is, therefore, clear that the high rejections at 
conversion stage was not due to the inadequate quality control 
but that is the only stage where the defeCl:ives that are arising: 
from the previous operations can be remCDved. 

If any full roll was found to be defective m any earlier stage such 
material'will get rejected at that stage without allowing it to! 
come to the final stage." 

4.58. Asked as to why the coated width of the base in the case of 
Medical X-ray film was not reduced earlier than February, 1972 so as to 

minimise the waste, the HPF in a written reply stated that reduction of 
coating width required 'certain modification to the coating troughs of the 
festoon machines and hence this could not be implemented earlier. The 
Undertaking at present continued to coat X-ray at the width of 1090 mm_ 

4.59. The Management have indicated (April, 1973) the normal scrap 
(edge cuttings and trimmings) stage-wise as follows:-

---.---------

, 
Base casting 

Substration 

CoatinJ 

Conversion 

Cine 
Film 

Positive 

S% 
1'3% 

3 0 / .0 

2% 

------
Medical Paper 
X-ray 
film ---

6°/. ,0 

10/ ;n 

1% 50/.;. 
7% s% 

4.60. In this connection, the Management have stated (March, 1973) 
that "due to the deficiencies in the equipment and in the technology and 
as the responsibilities of the collaborators were limited to demonstrating. 
the capacity and quality during short runs without any obligations towards 
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production build-up, the rejection levels were very high affecting also the 
output of the finished products. The operations of the Company also 
received a further set-back due to the utilisation of the indigenous cellu-
lose triacetate which was hetrogenous in character while the base casting 
machines were designed for the use of homogenous triacetate. 

4.61. As regards norms for scrap the HPF stated:-
"That the norms were in existence from the beginning, though they 

were not clearly laid down, In the case of X-ray coating, the 
rejection level was changed when the Coating width was re-
duced in February, 1972," 

The standards and actuals for 1972-73 for edge trimmings are as fol-
aows:-

Cine X-ray 

Std, Act. Std. 
1972-73 

Sase casting S°' S'18% 6°' . /0 /0 

Subbing 1'3% 1'3% 10/ ,0 

Coating 3°/ 10 3 .' /0 7" /Q 

Conversion 2. 0.' 
10 2" 10 7~~ 

The standards for other products are as follows :-

Bue Casting. 

Subbing 

Coating 

Conversion 

• 15'35% for 9j" 2% for St' and 7'63% for 7~', .. 

Act. 

S'74% 

1% 
7°/ /0 

8'47~~ 

Cine 
Sou.nd 

6 0,' 
;0 

Paper 

Std. Act. 

S% s% 
5% (X) 

Roll Aerial 
Film Film I --6% 6% 

2°/ 
I" 2°' ,0 

3°' 10 3°' '0 
3°' /0 • 
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4.64. It was, however, observed that minutes of the weekly meetings; 
held by the Production Manager from July, 1969 onwards were available 
which indicate only the percentages of rejections. From September, 1971 
these minutes indicate cause-wise details of rejections only at the conver-

, sion stage in respect of Cine Film Positive and Medical X-ray Films but 
do 110t indicate the corrective action taken. The following improvements 
are reported to have been ¢<Irried out or are under implementation (March, 
1973) by the Management to reduce the rejection levels: 

(i) Modifications to the base casting machines amJ to the collodion 
system so as to achieve higher c1ong-ation using entirely the 
indigenous cellulose triacetate and to increase the operating 
speeds for meeting the additional requirements of X-ray Film. 

(ii) Provision of static eliminator so as to minimise the incidenc"C 
of static and dust at the subsequent operations. 

(iii) Provision of additional solvent recovery plant so as to minimise 
the loss of solvent while using the fibrous type of indigenous 
triacetate. 

(iv) Improvements to the feeding system of the substrating machines 
so as to reduce the rejection levels. 

(v) Provision of equipment and instruments for better control of 
emulsion preparations to improve the consistency. 

(vi) Modifications of technology of e:nulsion preparation so as to 
cut down the time and labour as also the water consumption 
and improve the consistency and also for enabling high speecl 
coating. 

(vii) Improvements in festoon coating machine which had some 
severe deficiencies on account of the inexperience of the col-
laborators in the manufacture of X-ray Films. 

(viii) Development of the air-knife coating technique which has 
doubled the speed of coating and has brought down the rejec-
tion levels. 

(ix) Procurement of two modern perforators to improve the per-
foration quality. 

4.65. It is, however, seen from the progress report of improvements as. 
made available by the Management that the corrective measures were 

illitiated only toward5 the close of 1971-72. 

4.66. JU-F admitted 'in a written reply that cause wise analysis of 
rejec1iODS · .• t . different stages. of production was absolutely BeOe8SI1'YIDI6. 
was beiDa done !tom September, 1971 OlIWardi. _. _ 
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4.67. During evidence the representative of HPF stated that:-

"As far as control system is concerned, it calls for a much deeper 
study. This is a major problem. You will be pleased to note 
that we have sorted this out. We have a full report for the 
last nine months on the quality control. I may also submit 
that the Board of Directors are getting every quarter the re-
jection reports. We are also seeing what the trends are." 

4.68. In this connection, the Special Secretary of the Ministry stated 
during evidence that:-

"We agree that cause-wise analysis of rejections at different stages 
is vital in an industry like this. It is understood that this 
analysis has been done by the management from 1971 onwards 
and they claim that as a result of this analysis, they have been 
able to reduce the rejections. In several cases, they have 
come down considerably." 

4.69. About the record of the minutes of the weekly meetings the HPF 
stated in a written reply that:-

"We agree that this is a lapse. However; we bave now introduced 
proper documentation at all stages. We arc also recording 
the minutes of the operating Committee and Ouality Control 
review meetings for effective follow-up action." 

4.70. In this connection, Additional Secretary of the Ministry of Fin-
ance stated during evidence that:-

"Now, we have introduced a system by which at every meeting of 
the Board every month, they will indicate rejections in the pro-
duction during the months. We are giving them the targets 
and they indicate the actual performance mentioning as to why 
these have been varied from the prescribed targets. Now we 
have got a record. Every Month, we get a report on produc~ 
tion as well as rejections. We have been getting it for the last 
10 months regularly." 

4.71. In reply to a question as to why the corrective measures were not 
initiated earlier than 1971-72 when difficulties were being faced right from 
the beginning and more than Rs. S crores were already lost, the HPF stated 
tbat:-

"Measures were iDitiated in 1971-72 to reduce rejectioa levels. As 
tb~se improvemeats involved a COIlIJiderable amount of iJlvesti-
ptioaaad data co11ectioa. it ~s dilicult to .. y at th~s staJe, 
wlaetber it could lane beea foresee. cartier." 
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4.72. The Company has incurred an expenditure of Rs. 29.15 lakhs 
so far (September, 1973) and expects to incur an additional expendituro 
of Rs. 16.37 lakhs to complete these improvements. The Management 
have stated (September, 1973) that "it is expected that a gradual reduc-
tion in wastage will be brought during 1973-74 which will contribute for 
a better performance during later half of 1973-74." 

4.73. HPF intimated that the total expenditure incurred upta 1973 for 
various capital improvement programme was Rs. 37.14 lakhs (excluding 
modification of base casting machines and deaeration) and the Undertak-
ing expected to incur an additional' expenditure of Rs. 14 lakhs to com-
plete the improvement programme. Subsequently, in a written reply, it 
was ~tated by HPF that the improvements had mostly been fully carried 
out. 

4.74. The rejectional levels were stated to be as follows:-

1970-71 1971-72- 1972.-73 1973 1973 1973 
Oct. NoV. Dec. ----- -~--------- --

Cine Positive 

Base Casting • 35'32- 2.6'95 14'54 15'21 15'22- IS' 88 

Subbing 20'18 9'73 10'54 7'26 4'25 4'33 
Coating 2,81 3'39 7'12 2'23 2'77 1'97 

Conversion ~ 19'84, 15'92 II' 65 13'91 10'41 II' 29 

60'39 46'43 37' 19 33'81 32'75 29'98 

X-ray 

B.u.: ClSting . 33'45 23'30 21' 52- 40'29 23'23 20'05 

Subbing 19'15 10'25 10'53 8'54 3'42 13'95 
Glating IlI'19 14'23 23'71 4'01 3'99 9'60 
Conversion 58'26 37'69 35'62 32'24 21'38 14' 15 

~ 
81'63 63'80 I 65'09 64'48 52'02 46'60 

Whil.e furnishing the above information the H.P.F. atated that:-

L. 
( 

•• 

"It could however be seen that there has been a gradual, orderly 
and progressive improvement during October-Decc:nber. 
1973. 

During April-September, 1973, due the shortage of Methyleoe 
chloride, production was interrupted of( and on with the result 
that the rejectioo levels were highly fluctuating and do not 
indicate any representative picture aa.d heqcc 6gures for this 
period have DOt been furnished. - -. 



Durins the first quarters of 1974 we have every confidence of 
attaining budgeted levels of scrap." 

4.75. In this connection the representative of the Ministry informed 
the Committee during evidence as follows:-

"So far as rejections were concemed, they were also very mueh 
higher than the norms prescribed. Here we have seen some 
of the most sophisticated plants run by Kodak, etc. and there 
also I have found sometimes rejections do go up fairly high 
but in those places the rejections do not remain at a high level 
for a continuous period. It comes down fairly quickly be-

cauSe immediate action is taken again on the basis of the sys-
terms approach. Action would be taken to rectify those cases 
which had created those rejections. So, instead of trying to 
tackle the problem which probably had arisen in the base cast-
ing side, they tried to rectify it on the finishing side. That is 
why the rejections also remained comparatively high because 

the system approach was not applied. Thcn there was some 
under-utilisation of capacity. I would not give very great im-
portancc tq this reason, but, certainly, this was one of the rea-
sons. Another reason was premature switchover to indigenous 
Cellulose Triacetate material from imported material and this 
required a lot of work to be done to stabilize production. 
There was so much difference in physical property that stabi-
lization took a long time. 

As a result of Statistical Quality Control Study, many of these pro-
blems particularly the base casting machine have been over-
co:ne. Let us hope that they have been permanently over-
come. The adjustment in the formulations and optimising of 
the conditions have also helped in stabilization. So far as these 
particular aspects arc concerned, things have improved. Thus 
taking into account everything, the problems that had arisen 
and are likely to arise should be tackled." 

4.76. The Committee find .. oae of the reasons for the shortfall ia 
produdioa is the heavy pe«eatage of iapmcess reJediollll.. Tbe Co .... 
mittee Dote that duriDg 1968·69 to 1971·72 .be percentage of rejedio .. 
raDpCI from 85 to 152 per cent ill the C81e of Cine FiIIII Positive, 176 to 
444 per ceat in the case of Medal X-Ray nlDs aad 16 to 68 per ceDt 
in the case of Bromide Papen with relerellce to.... output aplalt tilt 
DOrms of 11.36 per ceDt, 27.01 per cent ad '.18 per ceDt pmcribed 10. 
tIaeIe .. DPR.. TIle ('ommIftee lad tb8t Ia raped of dae positive die 
rejedloas Ilave .bo". a ...... iacreaIe at bale cutIaI ... IIIbstndIoII 
..... ia 1970.71, ~ ..... "en ... .,. .. reprd to medkaI HII1 
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&Ims at the coatina: &lid conversion stages. The rejections were the heavi-
at at tile bale castiD& and conversion in respect of aU the years. AD, 
analysis of tbe input and output position of the ditferent processes indi-
cated . that the substral'iion, coating and conversion departments bad spare 
capacity to take larger inputs, which however, was not utilised on aCCouDt 
of the inability of the base casting department to feed aU the subsequent 
processes. Tht. inability of the base casting department was mainly due 
to the high rejections and also due to under-utilisation of the capacity. 

4.77. Tbe Committee regret to note that no attempt were made to 
locate the problem from the base casting side and increase the production 
at tbe base casting unit by increasing the speed of the base casting unit 
nor to analyse the causes of rejection at tbat stage. }~ven the available 
input was not processed in the coating and conversion departments. 

4.78. The Committee feel that in spite of these heavy rejections at 
different stages, no Cluse-wise analysis of the rejedions was done by the 
Management. The Committee are left with an impression that the high 
rejection levels may also be due to the rlefective provision for acceptance 
teslq without co.relatin~ tbe finisllcd products to the inputs at the different 
stages of production and provision of too short a test·run to prove tbe 
efficacy of the plaot in the Modified Agreement. It is surprisjn~ that even 
after the Management had known about these rejections in the working 
of the plant through the years it was only towards the close of 1971·72 
thnt they initiated corrective aCtion·to effect improvements, when . the 
cumulative loss of tbe plant was over Rs. 11 crores and the entire capital 
of the Company was wiped off. The Undertaking ha't already incurred 
an expenditure of R". 29 lakhs upto September. 1973 anti expects to Incur 
an additional expenditure of Rs. 16 lakhs to complete the improvements. 
According to Management tbough this is expected to secure a gradual 
reduction in wastage during 1973·74, the effect wID be felt only in the 
latter half of 1973-74. The Committee are not snre whether these modi-
fications etc. would reaDy result in reduction in the pet'Centage of rejec-
tion and improve the quality. The Committee cannot but express their 
feeling of dissatisfaction that the Undertaking hIS allowed matters to drift 
thereby causing heavy losses to the. Undertaking yeur after year. TIle 
Committee recommend that the matter should be thorQugbly investigated 
with a view to &xing responsibility for tbe faDures at various ~s .1Id 
to take remedial measures without fnrOter loss of time, to achieve best 
)troc1udlon results aDd eUmiDale losses on ACCOunt of hea,'y rejections. 

E. ~very .. aceo ...... 01 .lIv. 

4.79. SDver is one of the raw materials . used in the manufacture 
ef products. Out of tb!. tctatVltUe edits. 327.70 laths of materials con-
fi1llDed dur1Dg 1911-72, !be value of silVer amounted'·toRs. 99.93 takba. 
TIle· toIal ftlwe ofJDa\dWi ClOIiS1llded -claridc 1972-73 ftS Rs. 462 .• 
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lakhs, out of which, the silver amounted to Rs. 141.70 lakbs. The corres-
ponding figures for 1973-74 (upto 30th September, 1973) were Rs. 177.47 
lakhs and Rs. 63.19 lakhs respectively. 

4.80. The Management proposed in April, 1961 to set up a plant for 
tbe production of silver nitrate of photographic quality from bar silver 
as well as from silver recovered out of factory waste. The Board of 
Directors, however, deferred the proposal pending further examination at 
a later stage. '~~JiJJi 

4.81. The proposal was again revived in March, 1963 and the Board 
of Directors approved the setting up of silver nitrate and silver recovery 
plants at all estimated cost of Rs. 12.10 lakhs. The plants were commis-
sioned in 1966-67 at a total cost of Rs. 13.33 lakhs. 

4.82. Commercial silver is melted in the Silver Nitrate Plant, cast into 
slabs and refined electrolytically before it is converted into silver nitrate. 
After nitration and purification by recrystallisation, crystalline silver nitrate 
is issued for usc in the preparation of emulsion for coating. 

4.83. Residual silver can be recovered from the slag resulting from 
the process of melting, the spent electrolytes and also fr0111 the liquid left 
behind after crystallisation of silver nitrate. Silver CM also be recovered 
from the rejected coated products, water used to wa!ih the emulsion and 
from rejected and waste emulsion. The silv~r content in these materials 
is concenlrated by a process of flocculation alld filtration to a sludge which. 
is calcined to form granules. These granules are smelted and the silver is 
recovered. 

4.84. The initial contemplation was to meet the requirements of silver 
nitrate from outside. No pr~vision was made for the recovery of silver 
from wastes and scrap; nor was the value of the silver recoverable quanti-
fied. However, it was mentioned in the Detailed Project Report that the 
value of silver actually recovered would augment the profitability of the 
Company. Before the regular production was stated in Iune, 1967, the 
Silver Nitrate Plant and the Silver Recovery Plant had actually been set 
up. At this stage. it was expected that out of the total actual requirement 
of 45 tons of silver nitrate or about 28 tonnes of silver metal, 12 tons of 
silver nitrate would go as waste which. if recovered would yield 7.5 toDS 
of silver metal representing about 25 per cent of the silver used. In other 
words, the expectation at the time of setting up of the Silver. Nitrate and 
the Silver Recovery Plants was that almost the entire silver CODlent from·· 
the wastes would be· recovered. The . recovery of silver from sludge and 
grallules wai DOt made on regular basis ~ 1969-70.Upto March. 19"10, 
157.30 ICp~ of liI.er were teccrfetoct Upto tlie accoati for 196'-70# 
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abe consumption of silver was worked out on the basis of silver content 
in the finished products and in the work-in-progress. The balance of the 
input was shown as recoverable from sludge, granules wastes scrap, slag 
etc, (excepting 75.76 Kgs. in 1968-69 and 48.80 Kgs. in 1969-70). How-
,ever, in so estimating the full recovery of silver from the sludge, granules 
and coated ,scraps, varying percentages were estimated to be recoverable 
,during 1968-69 and 1969-70 as indicated below:-

1968-69 1969-70 
Sludge (perccn~~) . 10'37 10'z5 

Granules (percentage) 46'36 55' 10 
C;>ated scrap (Grams per sq. m.) 

(i) Cine Positive. 4'0 4' 3 1 

(ii) Medical X-ray u' 6 13'97 
(iii) Paper . I' 6 z'04 

The quantity of silver recovered from April to December, 1970 was 
137.65 Kgs. while 2528.18 Kgs. were recovered during January to March 
1971. On the basis of consumption figure derived in the manner indi-
.cated earlier and on the basis of the, following percentage of recovery 
expected from sludge, granules, etc., 5580.99 Kgs. of silver valued at 
Rs. 28.28 lakfis were treated as lost for the purpose of annual accounts 
lor 1970-71 and charged to the accounts by reduction of the closing stock 
.(If silver in process. 

1910-71 
-------------------------------------------------(percentage) 

Sludge . 8'12 

Granules 57' 1 

C:lated scrap (Gms. per sq. m.)J 

Cine Positive . 4'0 

Medical X-ray U'43 

Paper 

, This adjustment in the aa:ounts for silver deemed to have been lost 
amounti,ng to Rs. 28.28 lakhs was' made without relating the silver can-
:tent in tbe closing stock to a~a1 recovery from difIercnt elements. During 
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1970-71 a Task Force stated to have been appoint~ indicated the CoDo. 
ing process loss of silver at different stages:-

Silver Refinery Secdon 

Cllcining and smelting 

Nitration section 

Washing loss , 

Handling loss in emqlsion , 

0'8% 

1'62% 

0'68% 

0'58% 

3'5% 
------------,,'------- -------------... 
On this basis, the loss of silver (Department-wise) was worked out by 
the Management as per deteils given below: 

Loss in Silver Sludge Recovery Plant 

Loss in Silver Nitrate Plant 

Loss in coating and emulsion process 

NOTS :-N,) analY3is of loss of si"er was made till 1969-10, 

Kgs, 
1209 

II3 1 

-------5580 

4,86. During 1971-72 similarly 4089,26 lCgs. of silver valued at 
Rs, 21,85 lakhs were deemed to have been lost and adjusted in the accounts. 
This was done with reference to the ad-hoc norms (stage-wise) indicated 
by the Plant Managers vide details given below: 

-_ .. --------------- ----
Quantity Value Remarks 

(Kgs,) ~.in 
lalths) 

310'15 1'66 On the basis of com-
puted recovery. Loss of silver in Slqdge Recovery Plant 

Loss in Silver Recovery Plant , 1823'84 9'74- DQ. 

V)SS in Silvr Nitrate Plant 410' 82 2'52 Do. 

Bmalsion and coating pipeline loss 719' 13 3'84 ()n' estimated basis~ 

7~'72 4'09 Balance treated as. 
loIS on overcoat in,. Overcoatins of silver 

4089' 26 21'8S 

-......----



70 

4.87. Duringthc year 1972-73, 6,771.79 Kgs. of silver valued at 
:.approximate1y,Rs. 37.52 lakhs were deemed to have been lost and adjusted 
,in the accounts, the break-up details which are as below: 
--_ .. _----

Lou o.f silver in Sludge Recovery Plant 

Gain 1l';l Silver Recovery Plant . 

Loss in Silv~r Nitrate Plant 

Loss in Emulsion and Coating 

Approx. value Rs. 37' S2 lakh~. 

Quantity 
(Ki5.) 

4849' 52 

2S24'SS 

1370'74 

3076' 38 

4.88. Even though the Company conducted laboratory tests for coating 
'since beginning, the actual extent of over lunder coating was not worked 
out as the results of such tests were not summarised annually. It was, 
however, stated that the assessed thickn'~ss of coating did nol vary from 
the thickness as ascertained by laboratory tests of cOClted jumbo roll cutt-
ings. The Management stated in August, t 973 that the loss on account 
of over coating of silver, as shown above, must be due to losses in the 
various ~tages of emulsion and coating processes. The emulsion and coat-
ing pipeline loss is. however, stated to nave arisen On account of the 
omission to connect the pipelines to sludge recovery section; this was 
rectified in June. 1972. During tbis year again the estimated recovery of 

-silver varied as follows:-

Sh~dge (Percentfg:) . 9' 2 T 

Gram~les (Perce.nt.ag~) 45' 0 

C.lnted scrap (Grams per sq. 01.) 

(i) Cine Positive. 

(ii) Medi~a1 X-rIlY 

(iU)Paper . 
------------,----'._----------

4'0 

I' 9 

4.1-19. The silver entrapped in the slag from the furnaces and the 
'crucibles W<lS also Dot recovered upto the end of 197 J -72. The slag aris-
ings were accumulated from year to year and an ad-hoc quantity was 
-assessed as irrecoverable in the process of smelting, etc., the balance being 
-presumed as available for recovery from the slag and included in the 
<losing stoc.lc of silver-in-process. 

4.90. The HPF admitted in a written note that the results of laboratory 
'tests for coating should have been summarised annually in order to work: 
Glt the ,actual extent of over/under coating of their products, 
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4.91. As regards, thc assessing of actual thickness of coating, the lIPF 
:stated that: 

"Two samples at the beginning and end of a jumbo are taken. 
Silver estimation in the samples was being done by the chemi-
cal titration method, whereby silver halides in a known quan-
tity of film is volumetrically estimated. We have recently 

(4th October, 1973) installed an X-ray detractometer by which 
the Silver content of the film is analysed. The X-Ray beam 
falls on a specimen of coated film and counts arc measured. 

The number of counts depends upon the amount of silver that 
is present in the sample." 

4.92. In regard to the locating of the missing connection of the pipe-
line~ with sludge recovery section, he stated that:-

"8, group of people were assigned (in October, 1972) specili~'ally 

to ·check item by item. New suitable action has been taken .••. 
About 70 to 100 Kgs. over all the years put together i.e. about 

Rs. 50,000 from the beginning had been lost due to the mis-
sing connection in the pipe lines." 

4.93. In a written note H.P.F. intimated that the cost of rectification 
had been Rs. 10,000. 

4.94. In this connection, the Special Secretary, Ministry of Industrial 
Development during evidence expressed the foHowing views:-

"I would not say that it is a very good explanation but it may be 
th,at it has so happened that the actual extent of over I under 
coating was not worked out as the results of such tests wele 
not summarised annually. However, the actual recovery has 
tallied more or less and I will certainly say that it is the mOlt 
scientific method of .silver coating procesFl." 
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4.96. As meutWned earlier, no recovery of silver was made from the 
alag for which no facility also existed in the Company. The ·quantity 0'[ 
slag and the silver recoverable therefrom as estimated by the Manage-
ment widely varied from the actual quantity. As on 31st March, 1972, 
1141.63 Kgs. of silver was estimated to be recoverable from the slag with-
()Ut ascertaiaing the quantity of slag. ' In October, 1972, 20 tonnes of 
slag was stated to be in'stock from ..... ich ·?OOJKgA·; 'of silWer was estimated 
to be recoverable iadicating a recovery,bf3S' Kgs; per tonne. In the 
first week of October, 1972, 57' tonnes of s1:ag was reported to have been 
sent to Bharat Gold MiIles Limited/another Government of India Under-
18Jdng, ,for recovery of silver. Subse~uently, some more slag was also 
8CJit. Up to June, 1973, 1540 Kgs. of; silv.~r was actually recovered by 
the Bharat Gold Mines Limited out of 65 tonnes of slag indicating In 
recovery of 23.7 Kgs. per tonne. The Management have stated (August, 
1973) that lower quantity was indicated 10 'Bhamt Gold Mines Limited 
as otherwise it was feared that the,. miaht'4lOt,;unclertake the processing 
of the slag. As on 31st March, 1973, 2119.79 Kgs. of silver was shown 
to be recoverable from tile slag arising upto' tna~ period witbout indi-
cating the quantity of slag. Out of the slag arising upto 31st Marcb, 
1973· SilVCI was recovered from 65 tons of Mag as already ·indieatedabove. 
The quantity of sliver nowexpeeted to be reeoven;d~:from ,the remaining 
10 tonnes of slag still in stock (August, 1973), and from the tines of the 
processed slag of 65 toones lying with the Bharat Gold Mines Limited, 
another quantity of 1247.29 Kgs., are expected to be recovered.. Thus 
the total recovery fr.om the slag as on 31st March, }973 is expected to 
be 2787.29 Kgs. as against 2119.79 Kgs. • 

4.97. Even though physical verification' of silver in-process stock was 
conducted in all the. years, the'· quantitY Of silver >in catcbpit sludge and 
calcined anode bags was not verified during '1971-72; granules were not 
verified during 1969-70, 1970-71 and·'1~7t"'72i and' slag during 1970-71 
and 1'971;. n. SilVt!r cdntent ill all thes~ items 'was ort' an eStimated basis . . , 

The following position emerges from the foregoing:-

(i) Recovery of Si1ver'wa~ not regulatly m~de till January, }971. 

(ii) No stage-wise analysis of the Loss of'silvet was made till 
1969-'ro. 

(iii) No analysis of 'Clctual recovery of granules from sludge and 
silver ther.efrom !;las been m~~e. 

(iv) No norms for Josses arising· iii the process of recovery from 
the plant were fixed upto 1969-70. 

(v) The quimtity of silftr ·recoverable . from the slag was indicated 
Without indicating' the qUlintity' of sllg itself. 

593 LS-6. 1 
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(vi) Varying peICCDtages of recovery were estimated from year to 

year. 
(vii) Physical verification of certain items was not d.one in certain 

years. 
(viii) While upto 1969-70 almost the entire silver was expected to bo 

recovered, from 1970-71 accounting adjustments were made for 
silver deemed to have been lost without relating it to the llctual 
recovery made from different elements. 

(ix) Even after reported fixation of standard process loss in Janu-
ary, 1971, loss in excess of standard was not investigated. 
On the other· hand, loss during 1971-72 attributed to over-
coating could not be established. 

(x) There was not proper system for the oollection, weighment 
and expeditious disposal of the wastes. 

(xi) There was no arrangement for periodical stock taking of all 
the silver-bearing wastes. 

(xii) The procedure observed as a whole did not secure an effective 
system of internal control over consumption" recovery and ac-
countal of sOver. 

4.98. The various aspects connected with consumption, recovery and 
adjustment in accounts of silver were not brought to the notice of the 
Board of .Directors. In June, 1973 the Board was informed of loss of 

, silver. amounting to about 5100 Kgs. valued approximately at Rs. 30 
Jaklis in respect of the year 1972-73. The Directors expressed grave 
ccncem at the casual manner in which the shortages were handled and 
l,equested the Company Auditors to arrange for a fresh inventory of all 
€tocks of the Company as on lst June, 1973 and also to evaluate the lia-
bility of the company on all counts before the accounts .for the year end-
iDg March, 1973 were closed. Considering the serious nature of thQ 
position and the urgent need to expedite, the closing of annual accounts, 
tbe Boord directed that the Managing Director should investigate the 
shortage thoroughly without any further delay and submit a detailed' report 
:'IS to the actual shortage of silver and the reasons thereof. It has been 
reported by the Mllnagcment that indqjendent physical ;ver~n of 
in-process stock was conducted during 13th to 15th June, 1973 and a 

.1f1sS of 7618.98 Kgs. valued at Rs. 42.14 lakhs (including standard pro-
cess loss of 3118.40 Kgs. based on the norms estimated by the company 
in January, 1971) was established for the year 1972-73. On this basis, 
the total toss of snver for the years 1968-69 to 1972-73 would work oull 
to Rs. 92.85 lakhs. The Management have stated (August, 1973) that 
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"the statutory auditors are now conducting the physical verification of aU 
iDYeDtories, the detailed report of which is awaited" . 

4.99. The losses charged in the accounts '38 per re-calculatiODs made 
by the Company were stated to be as follows:-
-------_._---

---.-. ---_._----.----
1966-67 

1967-68 

1968-69 

1969-70 

1970 -71 

1971-72 

1972-73 

Quantity Value 
Rs. Jek,lls 

73 CD- 37 

49 0'22 

SS'8I 28'28 

4089 ZI' 8, 

6772 37' 52 

88'24 

I 'Based on the investigation conducted by the Statutory Auditors the 
losses established year-wise were as follows:-

Quantity Vatu 
Rs.lakhs 

-----
1966-67 852 4'35 

1967-68 Ih9 9'34 

1968-69 462 2'36 

1969-70 1114 5' 14 

1970-71 5107 25'88 

1971-72 .p76 u'8, 

1972-73 6772 37'S2 

10'7'44 

4.100. While fulllisbing the above information H.P.F. stated tbat till 
197G-71, DO process losses of Silver had been charged off, except very 
8l1li11 quantities indicated above. Hence the figures for 197()' 71 were 
progressive. 

4.101. Asked when the input-output procedure for assessing the pro-
c:en losses to compare the II'llIDe with the norms arbitrarily fixed was 
adopted, the Chairman, HPF stated during evidence. "this was during 
1970-71. Where the loss is beyond arbitrary norms, it was treaced a, 
aIJDormal loss written off in the account~, ~ the basis, the accounts 



76 

for 1970-71 and 1971-72 were closed and this has resulted in a lOIS 
which is equivalent to., the process, lOss and the·· abnoIDlal loss depeodelll· 
on the arbitrary norms we have fixed for the process loss plus the inven-
tory of the finished stocks and the silver content in the stocks as the 
exact quantum of silver content was itself not accurately assessed. 

4.102. The representative of HPF during evidence 'assened that the 
test in regard to assessment of loss during 1971-72 with reference to ad­
hoc norms had not gone wrong. Actually the recovery had been quite 
good and their assumption had proved right in that case. 

4.103. In a note furnished after evidenqe Management stated that 
during October, 1972, with the drive the management instituted to clear 
the inventories of recoverable silver on a crash programme basis, the 
inventories have registered a sharp fall. As the closing stocks of recovera-
ble sil'fer in process has declined, the effect of errors in estimates of 01*1-
ing stocks of the previous year was felt in terms of a heavier losses in 
1972-73 which could be carried over losses from the previous years also. 

4.104. Seized of the problem, th~ Board had initiated the following 
steps:-

(i) Documentation at each control point be determined on a daily I 
weekly /monthly basis the process losses. 

(ii) Determination of silver content on a scientific and comprehen-
sive sampling basis. 

(iii) Physical verifications of all items periodically. 

(iv) Starting with the norms for process losses eVf>lved by the sta-
tistical quality control section of Indian Standard Institution 
to uJ>date these Dorms from data made available as abOVt. 
Taking all the factors into considemtion, it is difficult to deter-
mine whether the losses 'are entirely due to process losses 
during the year or due to any other cause and whether any 
portion of the loss of 1972-73 relates to previous years also. 

U.r, tb~ circum,tanccs no worthwhile cOfl~~oq can be drawnpn-
til such time. 

1. We determine process loss~ on past periormance on a scien-
tific and reliable basis. .'t11 . 

2. Inveiltories and silver conte'l'l'tare accurately 'assessed. 

4.105. The 'HPF confirmed in a written note that the working out of 
the consumption of silver on the basis of silver tontent itt ~e fini8lUfd: 
products and in the work In progre!\s was the (:t)rrect and scientific metbad. 
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SO long as ,the, quantities in various forms and the quantum of silver there-
in was correcUy as~essed. 
'\ ',,4.106. In regard'to fixing of' 110ms for process losses the Chairman 
HPF admitted dUrillg evidence thai there, had not been any norms 'fixed 
in this regard earlier 'as it was presumed that the whole Silver had been 
qcovered. He added that "(Now that nonns had teen fixed) we will be 
'able to determine the process loss 'within 3 or 4 months. We' will have 
''&bistoric record, on a scientific basis. That is very important. Secondly, 
inventories and silver content are accurately assessed. We have devised 
a .$ystem by .which every tlUng, j,oclud~g the labora~ry rePQft, 4S sigtled 
every day. We have an: iDd~pe~ ~ck at every level. Now that this 
is being done, this can be investigated further during April, 1974". 

4.107. In reply to a qoestion as to why up to this time no study about 
the recovery of silver had been made and no kind of internal audit or 
anything of that type was done and how was it that this escaped atten-
... , tho Chairman BP~8tated during, eYidenpo that "May I say that one 
of the. fundamental. reasons . why . this orgauisation was incurring losses was 
&bat we did not find in the ,operating managemeat the feeling that they 
were .@aling with public funds and they.·had to do everything humanly 
possible tQ soe that they justified the CG1ltidence that had been reposed aD 
tbem? In otherwoms, as 10llg as that smse .of accountability is not 
there, I do not see why anybody should bother \'ItheCher siWer is lost or 
anything else is lost. For instance in the ~istory of this company f~r the 
l'8St seven y~. there was npt oqe case where any. iQcrement W;lS stopped, 
and not one m.anagcr was a~ why thepeIfqon~nce was not •. hat it! 
should be, bu~ ~J:lat ~ctually happelled \was that people had J>eell:promot-
~" He added that "It w.s a whole lack of systems control.. That has, 
what h~ led to tJJ~e m~y prOble~~ of whicb silve~ was ~e.~' 

4.108. Asked if the above loss had been r.cported toOov~nt, 
the Olairman HPF stated during evidence that: "For the year ending 
March, 1973, we. ~ .• t if· i~,'WIIS camed·Qver, it .would, not bet true 
ail8ecti0tl ofdlo:.-atsldi the .(1ompaoy: so~ whatever cameto.·Jilbtupto 

. *at time.we'bad )written· off. By theeud of March,. we had written off 
4efectiyc' stocks 'w.ich 'were in the; inventory-ClllDDiRgto .about IU. 50 
lakhs and something reIatiag 10 simr; both of them were Writ&enUf,.evoo 
though the loss shown is highu~ because I :think it is much more healthy 
to face facts rather than carry it for some mor6 years." 

4.109. The Committee enquired as to why responsibility was not fi,.d 
in the matter and in spite of that,~he losses had been written off. tho 
Chairman HPF stated during evidence that-ccrhe first point is that a. 
task for.ce was appointed about two ~~rs back; ~heYJav~ . no written re-
port, but 'apparef],qy th~y have evolved c¢ain norms; that means that they 
were trying to investigate into the problem. 
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4.110. In 1970-71 and 1971-72 the losses were considered to be 

about the same as that of the norms tentatively suggested by the Task 
Force constituted for the purpose aod certain excess losses wer.e explain-
ed. by the Departmental Managers. Hence the Management did DOt con-
sider it necessary at that time to investigate. In 1972-73, the losses were 
higbc!lr than the nO_8 and hence a reference was made to the Manase-
ment and to the Board 'by the Finance Division. Since then this D1&lteI: 
has been thoroughly investigated and silver cosumption norms have been 
fiJfed, control poilfS established and documentatioDs tightened." • 4r 

4.111. The Coinmittee found from the minutes of the 78th meeting of 
the Board of Directors held on' 8th JUDe. 1973 ttrat-

"The Directors expressed grave concern at the casual manner in 
which the shortage had been handled, although it had been 
assessed at about Rs. 30 lakhs. 

The Board accordingly requested the Company auditors to al'l'BDge 
for a fresh inventory of a11 stocks of the Company 6s on 
June 1, 1973, in liaison with the Manager, Finance Division, 
to ensure that the true state of affairs of the Company are 
known and also evaluate the liability of the Corqpany on all 
counts, before the accounts for the year ending March, 1973 
are closed." 

4.112. The Committee enquired as to why the silver could not be 
T.eCOvered from sludge and granules till 1969-70 when the Silver Nitrate 
Plant was set-up in 1966-67. The HPF stated that the Silver Nitrato 
plant had been set up for production of silver Nitrate/Silver Recovery. 
Though sludge was calcined to attain granules" recovery of Silver from 
Granules could not commence due to technical diffiduJties in crucib1e 
furnace and Jaw output. 

4.113. Asked if the Ministry's help was 80ught for the import of 
crucibles required for recovering the silver from granules, the HPF stated 
that since the import ·of crucibles had been t.mned, DO approach was 
made. to the GovemlDCllt for an import ,licence. Every eDdeavourwas 
however, made to see if a suitable source of supply could be located which 
could satisfactorily meet their requirements. 

4.114. Asked whether indigenous crucible would not stand the cor-
rosive eliett, the. representative of HPF stated during the evidence tbat:-, 

"Our problem was, the indigenous crucibles wou,ld withstand one 
heating. 1be second time they were beated, they would 
split into pieces and the silver would flow out. Because of 
that difficulty, we have acquired a new furnace aDd we aro 
doing this job on tbat. We have limited the uSc of imported 
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crucibles to melting silver we receive from the Calcutta re-
finery. With the old- process. we could not do enough wbcre-
as with the new Skelncr process, we have been able to us.: 
practically aU the accumulations. We were (Ilso) aWe to 
reoover more quantity, much faster. About the eflicieacy, we 
'lIre closely studying it now. With crucibles we w* \lery 
inefficient. We were losing silver. This was much better." 

4.115. The Committee enquired as to why the smelting furnace was 
DOt installed earlier, the representative of the Ministry stated that:-

"They tried methods and when they found that the other IDC-
thods were not working satisfactorily, they tried this ~r 

method and found tbat this worked much better. 'Ibis is a 
sort of improvisation in the process of trying to effect iM-
provement. " 

4.116. Asked whethe.r the recovery of silver from slag was included 
in the Detailed Project Report, the HPF in a written reply stated that 
though the DPR mentioned about collection of sludge for purpoaes of 
recovery of silver, no specific mention had been made about recovery of 
silver from slag. Silver content in slag had been estimated prior to aad in 
October, 1972 as the difference between input and output of silver aatl' 
<tn estimated process loss. HPF were not aware of the facilities availablfj 
with BGML for thc recovery of silver from slag. 

4.117. In regard to recovery of silver from slag by BGML the re-
presentative of HPF stated during evidence that:-

"once silver recovery bas become a priority then we were looking 
around. We had accumulation of stocks. We were ut 
aware whether Bharat Gold Mines were in a poIitioa .. 
recover. When in October the task force decided that DOtbiIIs 
should be left, we went to the Bharat Gold Mines." 

4.118. About the mode of recovery in the DPR, the ~ntative of 
the Ministry stated during evidence tllat:-

·'1 think that this maUer was not take. up with the Goverameat, 
because silver recovery waS Dot a part of the Detailed Project 
Report and that is why at that point of time it was DOt taken 
up. So flU' as the collection of sludge recovery of silver was 
concerned. there was a mention in the Report but there was 
no mention about the recovery of silver slag. As I said, so 
far as this technoloo was concerned, they did not think of 
including the recovery of slag as II part of this technology." 
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4.119. In reply to a question as to why the Ministry help was not 
taken'in making a regular 8lTa~ment ,with Bharat Gold Mines Limited 
for the recovery of Silver fro~ slag the HPF stated that:-

"Bharat Gold Mines, ba¥ing helped HPF as an interim measure felt 
tbat a' special set up is necessary, if it were -to process the slag 
on a long. torm basis. As such this is being negotiated and 
this is expected to .be fiDaIised in the near future. If we fail in 
our efforts, we shall approach tho Ministry." 

4.120. During evidence the Committee desired to know if there was 
pilferage at any stage', the O1airm~, HPF stated that:-i 

"Frankly, I cannot COmme11t on that. Pilferage can be there in dO' industrial plant. There was an extensive survey dCi)Qe in 
the -United States to find out why they have about 1 per cent 
or ! ,per cent a' negligt'ble valus of loss and they finally failed 
to find out an answet'. This is an accepted thing in large 
organisations. But, I prefer to be silent, till we reany investi-
pte the' who1e ·probl~. 'I feel in the process as such there 
is no scope for J)flferl8e. ButthEf process from silver to silver 
nitrate is in a secluded area and thttt is the area where it has to 
be checked up. - I think it 'is not far really to say that there is 
pilterage unless we bavesubstlmtfhl evidence t~ prove it. Let 
us give them the benefit of doubt till we prove it to the 
contrary." 

4.121. The HPF admitted in a written reply that silver in process stock 
during 1969-70 to 1971-72 in catchpit sludge, anode bags and slag were 
not verified. 

It was ,added ,~:-

"Tbe~!lorms 'for 161ises'wbich'may be termed as arbitrary were fixed 
It, durlng1970-71for!Didance. 'Silver was' ;estimatd on this. 

/ltIt*~ . Beitlg';a·~ .cycle,· -the aoourACy of any such 
c8Jcuhtion (reItldlng icl1fjl'losa) couldodJy'be verified when 
the stocks of recoverable silv& are relatively sman." 

. i "\ . . ~ . I ! .,' I 'r . 
4.122. In reply to a question M. to rWb.y,prcx:ess k>sses/scrapuisings 

at each of the stages were not reported to the Board prior to September, 
1912; ,when :a ddaile4, OOIl.'eeDtIIe-WiIe·,ftdget was' prepeqd', the HPF 
st.ated that by.,could !lOt ~port the sil¥Ot IGSscseer1ier.Scrap per cent 
were BOW reported monthly and silver loeses on a weekly/fortnightly basis. 

4.123. It w~, added that. "sinc~, silver .content in the work-in-progress 
of .various departments,oean only be anestilI)atefor the purpose of annual 
aCCO¥Bts, pending, establishment of norms on a scientific basis, We had 
no alternative but estimate the silver content, which, in the opinion of the 
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, j 

4.124. The Management informed Au8lt in JUl~;' 1m ;the loopholes 
observed in the system 9f collection,. wei&blVo9Jlt .;aDd~oLlS disposal 
of the wastes ,were being reviewed foJ'dakioi. ~ctiye 'atcps in future. 
About the results of review theHRF:,s~~.:in ~,~ttea;BGIle that proper 
documentation and reporting had beell ~oduced ,with' effect from 
15th Novembc;r, 1973.. .~ l... \,1 ;c,ii} . 

4.125. During ,evideaco.,,tbe, SpeQiab~etamy. UiDiIti'y: of Industrial 
Development stated in this.~~g, that:~ , .. 

"The ,Company has now deputed ft'$peCial OffiCer't6 make a detailed 
study of the wnous stages'l'fhrougb which"sUver is processed 
andm establish: DOl'ms. 1 The' poSltiotf is' that· in the earlier 

years the productiGnwas 'alfio ~ low. N()wtbe production has 
gone up conside(ably . aDd .simQltaueq,u,sly the,.es .hlve also 
gone up. The ,fact that die, antOUDt IOfr,Jo&tr; bathpchup is 
not a real indicanen because ~''Produ~t;ml has also, lOne up 
very cOllSidcrably during tl:lis ,.period. :But.f~ I hUe 'said, 
we ~e very much, ~oncemed with the qUlU)tWn·of Jossea in 
this particular undertaking ,.~use ,ibis u~Wnghas; 'llot 
been able to stabilise , prociup~n' ,oVQr.r:a 'IODlI'period' eYen 
though, according to the ,~UabQrators . ,an~ ,~,to the 
Project Report it should have taken five years, from .the in-
ception of production, to-stablliseptodact\on. That' is wby 
we have tried to get, the i 'helP' of expotb frbin outSide to 
improve the • .m8IU1pdal· eficiency. ' ,We",bM\e been tryiDg to 

,get a bette~ ~auaenuw,forthe"COfPOl'.D.~' 

,4.126. He '8ddeci- that in this ,ctmnection ~ial ofIieer ·fiad also been 
appointed in 1973 and his report"WIB still !awaited.'" "", 

, " , , , I 

On being asked about the re9piOns1jflity 'of (SbvernDierrt integarc! 1 to the 
continuing losses being incurred by HPF and the Specia1' responsibility 
of the01Pf~l ,ppuUn~;Imt.,~'M!Idl.of1 ~_'_l~g!._t the 
statc;,qf afUi)r~ pft..w"iCo~tt ~!:cepr~~v.ot"fho..Mi."",!~ 
during evide~c;,#lat,:-. l,,'1'!11 " .. '_-1,;\' "(', .,1 W ',« 1.\ 

"Government; is tr~lbl~' buf'ittias 'fij"'luridron throu~ 'the 
Mlinagement liM I 'Otte' ttWtg tJutr ,the OO~ent dID do ,is 
to keep on ch~ng'ifti.e'!MaWa~t"3fi<f tty''to 'get It'~r 
Management, but 'It;wm 'be ·tttiPrl!aated\hM·~geriat 1a1ent 

,:' \ J..', .:{., <., 'I • 
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is very scarce in the country and it is not possible to get the 
best Management in many of the undertakings and this is one 
of those unfortunate undertakings. where we have not been able 
to stabilise not oaly the production but also the Managemeot. 
I won't say that the Mini~y was callous about tbis under-
taking; othe.rwise the Government would not have made so 
many changes in the Management in an attempt to get a 
better Management. 

The processing losses were not reported to the Government specifi-
caJ1y in the past. They are officers of the Ministry. All the 
Directors are appointed by the Government and not a single 
Director is appointed by anybody else. If there is anything 
radically wrong, it is their job to keep tbe Government 
iafaaned aad they have. as a matter of fact, been telling the 
Government that the Management of this particular organisa-
tion ia not satisfactory. That is why, not only the Ministry 
of Industrial Development but the Ministry of Finance and 
the Bureau of Public Enterprises have made various studies 
to find out how the Management can be improved." 

4.127. During evidence the representative of Ministry of Industrial 
Development informed the Committee that at· the time of setting up of 
the Silver Nitrate and tne Silver Recovery Plant it was assumed that almost 
the entire silver content wou1d be recovered from the waste. Wastes did 
not however cover everything. Silver was to be recovered from the slag, 
from the rejected products, from the watfl'\" used-wash emulsion. waste 
emulsion, etc. Whetber it could be recovered lOOper cent or ncar 100 
per cent from that he had his doubts. 

4.128. The Co~ttee observed that the purpose of the p,.oject 
Repon was to mention all those things. 

4.129. The representatives of Ministry of Industrial pevelopmcnt 
informed the Committee durin, evidence that a specialist-technologist was 
going into the losses of Inver year by year. He was going through the 32 
stages and in the question of IdUlclards also. H it was found that there was 
anything which pvc a suapicion of criminal nature, he would not hesitate 
to take action. 

4.130. TIle Co IMee ...... tile ......... set up • plaut for lite 
pn .... of SIIftr Nitrile ... 8IMr iteeenry PIaDt at • cost of R~. 13 
.... Sa 1"'-'1. 'I1Ie e~ lit die daae oIl1tt1ag up 01 SIIftr Nitrate 
ael SIIftr Reco~ ...... was dlat ....... die eatire SlIver coDtent frOID 

the W8Ite would lie nco ...... For IICCOII .... upto 1969-10, tlte coasump-
u.. 01 .... er W8I worbI .. oa tile ... 01 IoiIftr cOJdeat iD the finished 
proact ad ill tile work ID ...... aM tile ,,1aDc:e of iDp8t. was shOWD 

...... erable rro. ......... 1IIes, waste-scrap eke 
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4.131. 'De Committee, however, find that recovery of Silver from SI •• 
:and p1IIIules "as IIOt made On regular basis till 1969.70. 

4.132. The Committee DOte that it "as oaly during 1970-71 tut «,r. 
fain ad hoc DOrms were fixed by II Tlisk Fo.rce appobtted by tbe M_age. 
meat. 

4.133. TIle Committee fiDd that on the basis of cODsumption figures 
.derh·ed ill tile above lIl8DIIer and. on the basis of tile ad hoc DOnDS, sih-er 
.of valae RI. 28 IIIkIIs ". treated lIS lost for purposes of IlIlIUI8I acco.-ts 
for 1970-71 and cbarged to the accouat by reduction of the dosiag stock 
01 sDver-m-process without relating it to the actual recovery made front the 
· cfdlereat ele.ats. 

4.134. Durinl 1971.72, the Committee find that Silver valued at R<;. 22 
lakbs was deeilled to have beeD lost 8Dd adjusted in accounts with reier· 
enCe to the 'ad hoc normlj fixed by the management. 

4.135. During 1972-73 silver valued at Rs. 38 lakhs was con~idered 
to have been lost and adjusted in the accounts. 

4.136. The CommiUee note that the silver entrapped in the sldg from 
tbe furnaces and crucibles was not recovered and the slag arisings were 
accumulated and an ad hoc quantity was treated as irrecoverable in die 
process of smelting etc. and the balance was presumed to be available for 
· recovery from slag and included in the closing stock of silver in process. 
It was only in October, 1972 tbat a certain quality of slag was sent for 
the first time to Bbant Gold Mines Umited for recovery of silver. It walt 
admitted during the evidence by the Maaagemeat tbat they were Dot awftre 
whether fadlides were available under Bharat Gold Mines Umited for 
recovery of silver from slag. 

4.137. The Committee were iDfonned that even after the reported fiu-
lio.n of ad hoc norms no attempt was made for investigating losses in excess 

··of these ...... aDd they were. treated as abnormal losses and written off in 
· the ac~ 'I1Ie ComlDiaee find also tbat the I~ attribu.ed to fwer 
·coatillg coaN BOt be ~ 

4.138. 'I1Iere was also DO ammgement for periodic:al stock-laking of all 
the sDftI' ..... "ltItes and silver ia catcbpit sllM1Ke. anode bags ud slags 
was DOt verilied ....... 19'71·7%. Tbere was also 110 proper system for 
coIIectioD, weiPment. and upeclitious disposal of wastes. 

4.139. TIle Committee are surprised to find that it was only in June, 
1973 wben the Iolles wen W-.er than the ad hoc DOnnB. tbat 6e matter 
wu reportN to the Maaagetuat and Board by the Ymance Divi-.ion. The 
Directors upressed pve COIlaI"Il at the casual manner in which the short-
· ara "ere _d-Iei en .. thoqIa the losses were as bigh 8S Rs. 30 Iakbs in 
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.(espect ·ot 197,l-7Ll alone. 'Ihe Boat"') requested Ithe.CompanyAuditol's 
to arrange (or fresh'jnventory of all stoc:ks • oa ht.Jane., 1973 in IiaiaGn 
with tbe Manager Finance Division to ensure that the true stade of affairs 
of tbe Company were known and to evaluate the liability of the C~mpany 
on all counts before tbe accounts for 1972-73 were closed· The Board 
also directed tbat the Managing Director should investigate the shortage 
thoroughly and submit a'detaUed report thereon. .'I1h! Committee were 
informed tbat, since then, the inatter had beentborougbly inve!t1igated, sil-
vtr cObsumption norms had been fixed, contrbi pohltsestBbUshed and docu-
mentation tightened. 

4.140. According to the Report o[ the Management, a ·los8 of 761t,J(gs. 
of silver of the value· over ~. 4Zlakbs. was establisbed fqr t~ year 1972-
73 on the basis of independent. verification and norms est:imated by the 
Company in 1970-71 and on the basis of the total loss of silver from 
1968-69 to 1972-73 would work to Rs. 93 lakhs. 

Investigations conducted by the Company Auditors, however, revealed 
that tbe total loss from 1966·67 to 1972·73 exceeded Rs. 1 crore· 

4.141. The Committee were informed that a special technologist was 
going into the losses of silver year by year and also the question of stand-
ards. 

4.142. It was admitted by the Undertaking during evidence that:-

". . . . we did not find in the operating- manage.-ent theieeling dlat 
they were· dealiJlg with publicfun4'i. In other. words, as long 
as the sense of accountability was not there, I do Dot see why 
anybody should bother whether silver is lost 'oranytbiPg . else 

is lost.. . .. It was a whole lack of systeJDII control. That has, 
what led to these many 'problems of which silver is one." 

4.143. From the !fore-going analysis, the Conmdttee are 4lOIIVineed dlat 
tbe procedure observed' as a whole did notSftUre aD· elle6e .• yst~ . of 
intemal control over consumption, recover, IMcJ IIC(!OU.... 81; ·.U"... The 
Committee CanDot but ~ress tlJeir grave. dissatisfaction over the negligence 
on the p'" of tbe MlUlagement to not only keep itn eft'eclIvc control over 
the use of su£h a.f;:osth· raw material Uke. JOver, bot to'llaft been faDed 
to brin~ the facts to the notice of Board i~mediately amr the 'loS!! was 
known to them. ' 

4.144. The Committee recommend t~the entire JQatter should be in-
vestieatedby a Hi~b Level Committee to pjn-point. the. lapses ontbe part 
of Man~ment and all, others £oucerned and to as~ertain as to how far 
the loss of silver wao; consequential to normal utiHsation and w1I~ther the 
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loss wa. not ,_ to Gthercau5es like avoidable. wastages; pilferage etc. and 
to fix tbe respoasibUity 'fol.'l the same.' " , ' ," ,I " ;' ) ; '" : : ' r";' 

Pending investigation at hip level as suggested by the Committee ill 
the foregoing paragraph Government may consider the question of issuing 
guidelines to other public undertakiDgs 80 that adequate care is taken in 'he 
JIBe of pncious metals, chemicals and other raw materials required for 
manufacture to obviate losses in storage and handling and that norms 01 
their consumption/wastage in processing should be precisely laid down on 
the basi8 of the best expert advice available so as to obviate any chances of 
pDferage, wastage etc. 

4.145. There should also be proper management control to ensure that 
important data about consumption and wastage of these pruious metals, 
chemicals, raw-materials eft. In manufacture are reported to the manage-
meat together with the prescribed Dorms and where the losses are of a 
substaatial nature, these are reported speclficdy without delay to the Board 
-of Directors and Govemmeat. 

4.146. The Committee find that in the first week of October, 1972 the 
Undertaking sent slag to Bharat Gold Mines Ltd., another Govemment of 
India Underf8ldng, for rectn'ery of sUver. The Conualttee note that out of 
-65 toas of slag which arose upto 31st March, 1973, silver to the extent of 
1540 kg. was actually reco,vered by the Bbarat Gold Mines opto June, 1973 
indicating a recovery of 23.7 kgs. per ton although, sliver to the extent 01 
2120 Iq!)s. was shown to be reeoverable from tile sr.g arising upto 31st 
March, 1973 without indicating the quantity of slag. The Committee under-
stand that a furth~r quantity of 1247 kp. are expected to be reem'ered by 
1973-74 (upto ~Pterlibty, 1913): De'mnngeUmtt'hiis been e~amlninl 
developments in the case. 

F. Consumptio,n of raw materials 

4.147. The main processes involved in the production of all types of 
products ar~: 

(i) Ba~ casting; 

(ii) Substrating; 

(iii) Coating; and 

(iv) Conversion and packing. 
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4.148. The followiDg table indicates the important raw materials used 
in different sections a10ngwith the sources of supply: 

Section 

Film Base 

Silver Nitrate 

Emulsion 

Conversion 

Raw materials used 

. Cellulose triacetale 

Methylene chloride 

Methanol 

Acetone 

._--_. -.. '---'-
Source of supply Remarks 

Mysore Acetate and Che- Properiatory item 
mical., Bangalore. PrIvate Com-

Mettur Chemicals 

Fertilizer Corporation of 
India Ltd. 

pany. 

.. 
Propaietery item 
Govt. Corpo-
ration. 

National Oraanic Chemi- Private Company • 
cals. 

Triphenyl phosphate Many'soarces Imported. 

Silver 

Gelatin 

Saponine 

Many sources Indigenous 

Many sources Imported 

Food Indu.stries, England Impelled Pr-
priewy .. 

Baryta coated paper Many sources Imported 

Aluminium Foils India Foils 

-----_ .. _------
4.149. The manufacturing process consists essentially of the followia& 

four stages:-

(i) Production of substrated Cellulose Triacetate safety base. 

(ii) Preparation of Photo sensitised silver emulsion. 

(iii) Coating of sensitised emulsion on the acetate film base or iOi 
the case of photographic paper on Baryta coated paper. 

(iv) Converting the coated film or paper to the sizes required and 
'packing them. 

4.150. The following table indicates the i'Ilput, the recovery and tho 
loes of solvent as also the loss per Kg. of base prepared vis-a-vis the norms. 
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indicated in the agreement, during 1968-69 to 1973-74:-
---------------------- --_._. -_.- _ ... _--

Year 

1968-69 . 

Solvent 
input 
(Litres) 

Solvent 
recovered 

(Litres) 

3 

Solvent Percen- FUtration 
loss rage of loss 

(Littes) recovery (Lit.) 

4 5 6 

Total Actuai 
loss 
(Col. 4-6) 

per Kg. 
of base 

as per 
Agree-

ment 
(Kg.) 

7 8 

1'00 1'41 

1969-70 . 54,31,034 46,99,824 7,3J,210 86'5 3,3J,S85 1'00 1'51 

1970-71 . 54,16,819 44,84,059 9,32,760 82' 8 3,24,248 I' 00 I' 56 

1971-7:: . 40,38,757 33,01,159 7,37,598 81'7 3,72,638 1'00 1'82 

1972-73 . 41,23,885 34,79,930 6,43,955 84'4 5,23,150 1'00 1'77 

1973-74· . 12,38,103 10,70,287 1,67,816 86' 4 2,44,696 l' 00 • 
(upto 30-9-73) 
'-- ---- ,-_._- ._._----- ------

NO'fE.-According to the Management, filtration 1088 is not recoverable at all and he~ce 
shown separatly. However, this is taken into lICQOunt while workiD& out tbe 
loss Per Kg. of base. . 

• I' 93. for 6 m(,nths upto 30 September, 1973 c;urrently l' 44 per Kg. of bue. 

4.151. It will be seeD. that the 80lvent 1088 upto 1971-72 was alway~ 
more than the norms indicated in the coUaboration agreement and has 

been increasing from year to year. The decrease in the solvent recovery 
efficiency was attributed by the Management (1 anuary, 1972 ), to tho use 
of indigenous triacetate. 

4.152. The monetary loss on account qf low recovery of solvent for 
the four yean ending 1971-72 \lU Rs. 81.18 lakba. 

4.153. The monetary loss on account of low recovery of sotvenl 
during the year 1972-73 was Rs. 22.43 lakhs .and Rs. 8.59 laths during 
1973-74 (upto September, 1973). The management has been examining 

proposals for recovery of solvents lost during substration process. 

4.154. The Management ordered an equipment on 7th Jo1y, 1972 for 
installation by August 1973 at a cost of Rs. 14 lakhs for im'proving the 
solvent recovery efficiency to about 95 per cent. The equipment was ins-
talled in September, 1973. 

4.155. The Company has also been consuming solvc.mt in the sub-
strat!ion section from which no recovery is made. The value of solvents 
thus lost in substration section amounted. to Rs. 22.90 lakhs during 
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1968-69 to 1971-72. The equipmeu"t now orpered is only for improving 
the efficiency of solvent recovery in base casting section. This will not 

·3mprove the efficiency of recovery at the substraction stage. 

4.156. The Management have stated (September/October, 1973) that 
solvents could not be recovered at the substration stage as there was no 
provisJ>n for a su».system in the original equipment for the recovery of 
solvents at this stage. "A study is being conducted for installation of 

·sub-system for recovery of solve'llt at the substration stage." 

4.157. The Committee were informed by HPF in a written note that 
Ue monetary loss on account of low recovery of solvents in 1972-73 was 
Rs. 22.43 19khs and was due to the fact that the equipment viz., Solvent 

recovery Plant could be, ordered in 1971-72 and installed in Se'ptember, 
1973 ooly as tirat required a detailed study. 

4.158. It was added that they were making every endeavour to im-
prove the efficiency of solvent recovery, and the same had actually im-
-proved as could be seen from the following table:-

-----_._---_._._.---_ ... _---
The % 0 frecovery of solvent is stated to be as follows:-

71-72 72-73 Oct. Nov. Dec. 

Loss in term. of Kg. per Ka. of 
base. 1·82 1'77 1'57 1'44 I' 40 

% of recovers . 81'7 % 

._--- .-- -----_.- .-----.-------- _._--------
.' " • . 'i !, I ~/ ~' 1 I 

·th~··per- ceo.~' r~~, abown upt~ .1~n-73, is tbe recovery 
efficienCy . e~cludi.iig· filtration loss since the facilit~savailable at that time 
did not envis.: 1qCOvery pf solvent in ~rod medi,. With the installation 
~f Solvent Recovery Plant, Solvents are expected to be recovered even 
from the filtered media. Hence duri~g the period October, 1973 to 
Decembc;"'i 1973 the· solvent Reoovery efficiency has to be on the basis of 
the total solvents used l1li4 I;eto:wsed I: iMludirig; IOsses,;jri,;1ilt~ticm.. Tbrl 
comparative recovery efficiency including filtration loss during 1972-73 
woldd be 74 per· cent. It may be seen that the recovery efticiency has 
sh()wn an impt6Vement smce~nsta]]ation of the Solvent Re~overy Plant. 

i )1. 

4.159: Dorlng the eVidence. the representative of the HPF stated 
that:- . 

:~P, 

"The monetary loss on account of low recovery of solvents, during 
'19.7~74. upto September, 1978 was 8.5 lakhs. Solvent 
recovery plant itself has been commi9sioned only now. The 
moment we eliminate the losses due to interruption in produc-
tion due to non-supply of raw materials, I think we should 
come to' figure of one kg. 'Of solventpcr kg. of waste produc-
ed." . 
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4.160. Asked jf solvents in substration sta&e were recovered, ~ 
represe'Otative of HPF stated during evidence that:-

"We have taken it up .for examination. It was revealed that we 
have to spend about Rs. 20 to 22 lakhs and the rna terial we 
recover would be of the order of Rs. 3 to 4 lakhs whereas in 
the primary solvents which is very beneficial to us the value 
of recove.ry in this is substantial. Cost of the .plant is higher 
because we have got three solvent mix in all metbono1, 
Acetone and methylene chloride and the third is the triaceta.J,e. 
These products are there. To distill them individually 'we 
have to spend more money." 

4.161. With regard to break-up of total expected 10s11 (as per agree-
ment) per Kg. of base into solvent/filtration loss" the representative of 

HPF stated during evidence that:-

"We do not have this break-up. It is not in the Agreement. It is 
giVC'll as a total for the whole department. As a ruatter of 
fact filtration loss we encountered when we started using 
indigenous acetate. At the time when we were using import-
ed acetate it was not a problem. As such, it was not provided 
for in the DPR." 

4.162. In a written note the HPF intimated that the Solvent loss in 
subbing stage during 197~73 was Rs. 6.81 lakhs and that a study for 
installation <>if subo-system for recovery of solvent at the substration stage 
had been undertaken as part of Cost Improvement Programme in 1973-74, 
cost benefit of which was being worked out. It was added that the Study 
had not been taken up earlier as they wanted to study the impact of 
solvent recovery in Base Casting Section. 

4.163. Asked whether the monetary loss on account of low recovery 
of solvent was brought to the notice of Government and if so action taken 

by them, the representative of the. Ministry stated during.. evidence that:-

"As I heve explainec:t- the losses as such were not brought to the 
notice of the Government. The losses were not normal, the 
Government was aware of that. 

There has been an improvement, but I do not think, the improve-
ment is complete. Further improvements are necessary. It 
was 1.82 Kg. in 1971-72 and 1.30 Kg. in January, 1974. 
Further improvements are necessary." 

(b) The following table indicates the consumption of raw materials 
per litre of collodion, the consumption of collodion per Kg. of base, the 

consumption of raw materials in substration process and the consumption 

593 ~7. 
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of silver nitrate for. different products dudng the years 1968-69 to 1973-74 
(upto 30th September, 1973):-
-----------

As per Actual consumption 
DPR/ -----------------------------___ Unit 

(i) Consumption of raw 
materials per litre of 
collodion Cellulose 
triacetate Gram 

Triphenyl phosphate 
Gram 

(ii) Consumption of collo-
dion per Kg. of base 

Litre 

(iii) Consumption of raw 
materials in substration 
process (per Sq. metre) 

Methylene chloride 
Gram 

Methono! 'Gram 

Acetone Gram 

(iv) Consumption ofsUver 
nitrate (per Sq. metre) 

Cine Film Positive 

revised 
agree-J 
ment 

21 

16 

40 

1968-69 1969-70 1970-71 1971-72 1972-73 I973-74 
(up to 
3-9-73 

124 130 131 132 134 

20 21 22 22 22 

6 

21 
9 

18 

19 
21 

44 

19 18 

21 17 

50 45 

154 

25 

5'80 

I9 

34 

39 

Gram 6'7/7'5 6'9 6'8 7'56'4 7'1 7.2 

Medical X-ray J:lilm 
Gram 30.0/22.0 20.2 22,0 21.6 1.77 21.9 22.8 

Paper Gram 3.0/4.0 3.2 3·3 3.2 3.5 3.2 

4.164. It will be seen that the consumption of raw materials per litre 
Qf collodion has generally increased while the consum'ption of collodion 
per Kg. of base has decreased. The consumption of raw materials at 
substration stage upto 1971-72 has also shown an increasing trend from 
year to year. The consumption of silver nitrate was almost equal to the 
norm indicated in the DPR except in the case of X-r'ay Film wherein it 
was less than the norm. The variations in the consumption of raw ma~ 

rials are not being analysed by the Management. 

4.165. In this connection the, management stated that:-

"Since we have changed over to the preparation of high viscosity 
collodion, more raw materials would be required for its pre-
paration per. litre. But, one litre of collodion produces more 
base aDd in the overall there is a gain. It would be appre-
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ciated that with this change in technology we are operating 
the machine at higber speeds with gains in physical output." 

4.166. About the variations in the consumption of raw materials the 
HPF stated in a written- reply that:-

4.167. The norms were fixed based on pat experience and taken as 
the basis for budget 1972-73 and 1973-74. With regard to collodion, 
there could not be much variation as the input of raw materials depends 
on the viscosity of Collodion. In 1973-74 since the undertaking had 
changed OVer to high viscosity collodion, more raw materials would be 
required per litre, (154 gros. of CTA against 134 gms. in 1972-73). But 
one litre of Collodion produce .more base (5.80 kgs of collodion per kg. 
of base against ,6.17 kgs. per kg. of base in 1972-73). 

4.168. In Silver Nitrate the coating weight depended upon the sensito-
metric characteristics achieved in the ftlm. However materials were now 
being issued in terms of standard quantities. 

4.169. In re~ard to Silver and Silver nitrate the Chairman, HPF stated 
during evidence that:-

"This requires not only a very efficient silver recovery plant but 
also at every point what are the inputs and the outputs determine tho 
production losses. Without any established norms on this we will only 
be making generalisation on the extent of silver that is consumed. It is 
very difficult to determine to what extent the loss is attributable entirely 
due to the process losses or due to other processes. The Board of Direc-
ors seized with the, problem suggested two or three steps. The first was to 
evolve immediately process norms as a guideline pending our instituting 
more rigorous checks. There were pipes which were loose and now not 
even a drop of solution is let out. There is a data that is being commu-
nicated every day at every station as to what is the input and what is tho 
output. You would be happy to hear we are now getting the data on daily 
basis and correlated on weekly basis and we hope during the next quarter 
we will have absolute control on this problem. We have also taken an 
inventory of a)) our materials and audit report was done. and the audit 
have also investigated. With all these efforts we will know more about 
the subject and control it effectively. 

Now, We have tightened it up everywhere. We have introduced a new 
method of estimation as to how much silver is there in the X-ray. With 
that our controls would be better as to how much we have put on the coated 
material and how much we could have lost. It 

4.170. In regard to heavy process rejections, increasing solvent loss, 
loss of recovery of silver and lack of prope~ accounting, the representative 
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of the Ministry stated during evidence that the Ministry were not aware of 
~e abo~ inadequacies before the recei.pt of the Audit Report. The 
witness added that, in a study conducted by the Bureau of Public Enter-
prises it was pointed out that in the working of the HPF one of the major 
ahortcomings was the absence of proper management information 
reporting. . . ~ 

4.111. He further stated that-

"Apparently, even the Board was not aware of many of these 
deficiencies and shortcomings, what to speak of the Govern-
ment. While some improvement has taken place in the manage-
ment information system, I certainly would not say that the 
organiUltion has been able to develop a really proper and 
reliable one. I had to point out to the Chairman verbally that 
that system was very inadequate and needs further improve-
ment; and that Government should also be kept informed of 
the major happenings in the company. I have hopes that the 
Chairman will take effective steps now to further improve that 
system. There has been some improvement in some areas," 

4.172. On being asked the responsibilities of the Government nominee 
on the Boord of Directors in regard to the reporting about the state of 
affairs of the company the Special Secretary, Ministry of Industrial 
Development stated during evidence that-

"There is a bit of controversy about it, and we have discussed it 
very often in the Government, i.e. whether the Government's 
difectors are part of the Management or whether they should 
function as the watch-dog of tlte Government. The general 
view taken 15 that they are not to function as the watch-dog. 
They bring in a certain type of expertise when function as 
part of the management; they also brhlg in their experience 
about the Government's way af thinking, tMir knowledge of 
Government's procedures etc. Even within the Board, the 

management information system was such that the Board was 
not properly kept informed. £t was definitely a case of 
management failure." 

4.173. Asked about the responsibilities in particular of Finance Minis-
try's nominee on ~he BOl;lrd of Directors of HPF the representative of the 
Ministry of Finance stated during evidence that:-

"Constitutionally, as a director of the Board, we fUltctionin the 
same manner as other Directors. Our aim is only to bring 
into the deliberations of the Board, different polittS of view in 
any case financial polnt of vieW, reflecting the thinking of the 
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Government policy on imports and. exports. etc. Tile periodical 
reports of the Company,. submitted to the Government brinS 
out the financial results. 

The working results of the Company were known. The total losses 
incurred by the Company were known but itemised losses specifically 
in respect of these three categories were not brought to the notice of the 
Government as such. The total loss was much more than this figure. We 
know of the total loss but there are other factors lik~ less utillisation of 
the capacity, probably the pricing factor, heavy interest burden, etc. The 
only thing is that we did not go into these three items. As early as in 
1971, these were, however, rectified. Before we called for a special 
investigation to be done, certain corrective steps had been taken and a new 
syslem had been introduced from the middle of November." 

4.174. Asked about new Information Reporting System in HPF, lhe 
representative of Ministry of Industrial Development stated during 
evidence that:-

"1 asked the Chairman to devise a proforma for this parti-
cular organisation and OD whh;h to give the Government 
once fn a quarter all this information. He has not yet been 
able to devise the proforme. but he hopes from the next finan-
cial year, he would be able to do it. They have a proforma 
on which they are reporting but tbat is not bringing out a11 
the relevent points. So, I have asked him to devise a new 
proforma which will bring out all till! various points and toot 
should be obvious to the people in the Ministry. Unless it 
is brought to the notice of the Government representative, for 
him to report back to Government becomes a litre difficult. 
Rut now with this new reporting system, it is hoped 
irrespective of Government representative's presence or other-
wise Government would be in a position to get the Information 
once in a quarter." 

4.17S. In regard to the delay in the preparation of a new Information 
Reporting Proforma the representatives of Ministry of Industrial Develop-
ment added during evidence that:-

"J had been asking him for the last three or four months. J have 
been telling him that we should have a proper reporting system 
anu that all salient features in regard to these losses and the 
productIon cost should be sent once in a quarter." 

4.176. The Committee regret to lIote that the UDdertakin~ suffered A 

cllmulative IMS of RI. 104 laklls because of low recovery 01 solvents 
durin~ the period from 1968-69 to 197Z-73. The Committee note that 
the solvent 1o!9S was In esteIH .. die IIOI'IIIS indicated in the Conaboratlon 
Agreement. The soIveDt loss inneased from 5.97 lakh Iltres in 1'68·69 
to 9.33 lakh litres in 1970.71 and then came aown to 6.43 lokh litres in 
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1972-73. The filteration lou iocreased from 3.31 lakb litres in 1969.70 
10 5.ll lakb litreI iD mloo73. Actordiua to die Mauaaemeut tho. the 
filtenUuD 1085 was DOt recoverable at all, this is tabD into account wbile 
wormg out the lou per Kc- of base. The Committee fiDd that the lou 
per Kg. of bale has iDaeased from 1.41 Kg. in 1968·69 to 1.77 Kg. iD 
1972·73 agaiust the Dono o~ 1 Kg. prescribed iD the agreemcDt. 

4.177. The Committee also fiDd that the solveDt are cousumed iD the 
substratiOD section also fro.. which DO recovery is made. The solveDt 
loss in substratioD sectiOD amounted to as. 23 lakhs duriog 1968-69 to 
U7l·72. 

4.178. The Committee are surprised. to 6ud tJaat iuspite of the huge 
loss of over Rs. 1 crore the Manaaement . has failed to bring it to the 
notice of Government. 

4.179. The Committee fail to understand as to why, when the Manage. 
ment/Government was aware of the abnormal losses 110 timely actilln was 
taken to introduce effective measures to arrest sucb losses and improve the 
recovery efficiency. The Committee would like that the responsibility for 
failure to take timely action iD the matter should be fixed. 

4.180. Thc Committee note that while tbe equipmcnt now installed may 
improve the efficiency of solvent recovery in tbe base casting. it wiU not 
improve tbe efficiency of recovery in the substration stage. The Com· 
mittee were informed that a study in this regard has revealedtbat the Vu. 
dertaking has to spend about Rs. 20 to Rs. 22 lakhs wbile the rel'Overy 
would be of the order of lb. 3 to Rs. 4 lakhs in substration stage. The 
Committee like that this aspect may be carefully gone into before final deci-
sion is taken in the matter. 

G. Machine utilisation 
4.181. The Company was not compiling the data regarding the total 

available hours and the actual utilisation of machines there against up to 
1969-70. The table at Appendix V indicate!; the utinsation of machines in 
the various departments during 1970-71 and 1971-n vis~-vis the 
available tIme. 

4.182. The Management have stated (September, 1973) that "though 
records arc available indicating the daily downtime data, a consolidated 
statement indicating the cause.:""i!;c downtime analysis for the whole year 
was not being compiled each year." 

4.183. One automatic spooling machine purchased in January, 1969 at 
a cost of Rs. 6.05 lakhs and installed in 1969-70 has not been utilised so 
far (September, 1973) as the hand spooling mclchhl~ was found adequate 
to cope with the relatively low production of Roll Films; data regarding 
i!slltilisation during t 969-70 wes not compiled. 

4.184. Regarding the purchase and utilisation of automatic spooling 
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machine, the HPF stated in a written reply lhat:-
"The automatic spooling machine was purchased as it was intended 

to manufacture roll films to meet the entire requirements of the 
country. We hope to utilise this machine fully during the year 

1974-75 when we expect to attain optimum production of roll 
films." 

4.185. With regard to the indication of cause-wise analysis of down-
time, the HPF stated in a written reply that:-

"Downtime data is now being systematically collected. This is 
being submitted to the Board regularly. The measures taken 
to reduce rejection levels and action taken to ensure free flow 
of raw materials will result in optimum utilisation of machines 
in the ensuing year." 

4.186. The downtime data for the years 1972-73 and 1973-74 (upto 
September, 1973) furnished by HPF are at Appendix V. 

4.187. The HPF admitted that they had not compiled the data neces-
sary for a~sessing the efficiency of the working of machines and stated in 
a written reply that:-

"We agree this was not done. This is due to the fact that our 
rejections were on the higher side during the earlier years, 
resulting in lower utilisation. We have, therefore, been con-
centrating on technical problems, to reduce the level of re-
jection, before we considered the desirability of implementing a 
system control for collection of data 011 machine utilisation." 

4.188. The Committee note that the Undertaking has not been compil. 
ing data regarding utilisation of machinery upto 1969.70, although such 
statements are compiled in the various Departments from 1970·71. The 
Commhtee find from the Statement that total downtime in. respect of 
basecasting was maximum in 1971·7% (21396 hrs.). In the Substrating, it 
WIl8 maximum in 1970.71 (17339 hrs.). In respect of Coating Tunnel the 
down time (353% hra.) was maximum during 1972.73. In regard to 
Coating Festoon the maximum downtime was in 1970·71. In the coating 
Perforators the downtime was maximum in 1970·71. In the case of 
ResUtting X-ray and bromide the maximum downtime was in 1972·73. 
The Committee re,,-et to note that a consolidated statement showinl!: a.e 
cause-wise downtime analysis for the year was not being. compDed. 
Manal!:ement admitted that they hacf not compiled the data for the work-
ing of the machines on the ground that the rejections were on h~h side 
resulting in poor utilisation of machinery. 

4.189. The Committee need hardly stress the importance of maintain. 
ance of records showing lltilisation of machinery so that the manRI!:Cment 
may be in a position to judge the efficiency of their working and to enable-
them to take timely action. 
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PRICING POLICY AND SALES PERFORMANCE. 

A. Pricing Policy 

5.1. Prior to the commencement of regular production in June, 1967, 
the Company was importing cinema films and other photographic goods 
and was fixing their selling prices in the following manner since October, 
1961:-

(i) The selling price of the Cine Films was fixed on the basis of the 
prices fixed for imported competitive products and the maxi-
mum margin permitted by the Chief Controller of Imports and 
Exports. 

(ii) The selling prices of the photographic materials were fixed on 
the 'basis of prices determined by the Chief Controller of Im-
ports and Exports. 

5.2. After the commencement of production in June, 1967, the Com-
pany has been fixing the selling prices of its products with reference to the 
prices fixed by its competitQrs. 

5.3. In December, 1968.the Government of India laid down the follow-
ing guidelines to be followed by the Public Sector Undertakings in regard 
to pricing policy:-

(i) No guidelines were laid down where goods are subjected to re-
gulations voluntary, domestic or international, and where these 
had to be sold. in competition with other domestic products. , 

(ii) In respect of undertakings which operate under monopolistic 
conditions, the landed cost of comparable imported goods (net 
CIF prices) would be the ceiling within which the undertaking 
is free to fix its own selling prices taking into account the 
appropriate return on capital. 

5.4. The Company is of the view that in the majority of its products 
excepting Cine Film Positive (35 mm) it is neither enjoying 

the absolute monopolistic nor a semi-monopolistic position as 
it was required to sell the products in competition. The above 
view is based on the fOllowing r.e8sons given in November, 
1970:-

96 
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(l) Photographic Paper (including document paper)' accounts fOl 
roughly 25 per cent of the Company's t6tru rated production, 
(in terms of quantity) and will always be sold in competition 
with domestic producers. 

(2) Until the Company's expansion schemes are complete" X-ray 
Film will have to be sold in competition with imported pro-
ducts to the extent of about 50 per cent to 60 per cent of tho 
country's requirement. The Company's present share (1971-
72) in the total requirements is however, of the order of 36.1 
per cent. 

(3) The monopolistic character or otherwise of an enterprise should 
be judged not on the b-asis of one or more of its products bub 
by taking the enterprise as a whole. 

5.5. Theselling prices of the differeot products fixed by the Company 
vis-a-vis the actual cost of prqduction during 1970-71 to 1971-72 are given 
below:-

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

Product 

I. Cine Film Positive-35-mm 

2. Medical X-ray Film 

3. RoUFilm 

4. Flat (Portrait) Film 

5, Bromide Paller (including all 
photographIc paper) 

6, Graphic Arts Film 

7. Sound Cine Film 

8. Negative Cine Film 

9. 3S nun Negative Film 

10. Others 

1970-11 
Unit ---

Cost of Selling Cost of Selling 
Production Price Production Price 

Sq.m. 25'73 

II3' 35 

14'71 

Insignificant production 

. No Production 

No production 

Insignificant production 

No production 

Do. 

Do. 

25'13 

62'52 

II'35 

14'71 

36·95 

11'99 

-- ------------. __ ._-- .----.- _._,."-:----- .. _--
NOTE-Actual cost of production was Dot worked out during the years 1967-68 to I95~-70. 

Actual costs for 1970-71 were attempted only for 3 products viII. Cine Film Po-
sitive (35 mm). Medical X-ray Film and Bromide Paper but these were Dot rec.1nciled 
with the financial accounts. . 
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S.6. The data for the year 1972-73 and 1973-74 (upto 30th September, 
1973) are 88 below:-

1972-73 1973-74 (upto 
3C>-9-73) 

Product Urut----------------------------__ Averqe Average 
coat of selling 

production price 

Average 
cost of 

production 

Average 
aellinl 
price 

Cine Positive Sq.m, 23'SI IS'06 3S'91 17'09 

X-ray, SS'31 37'00 67'60 37'S9 

Paper , 12'25 II'36 13'63 II'65 

Cine Sound! , , , 29'8S 18'90 31'20 21'55 
(Cost of prod uction per roll of 

Cine Positive -Rl. 2S0' 97 
Cine Sound -Ri. 318' 6S) 

-----------------".-----
5,7. About the pricing policy, it has been stated by HPF that:-

"All tkese years HPF's prices had to be matched with the prices 
at imported competitive brands with no relevance to cost of 
production. Some of the raw materials which HPF procures 
are 3-4 times higher in cost when compared to the prices a~ 

which they were available to manufacturers abroad. Even. 
though it is the Compaoy's desire to merchandise photo-sensi-
tized goods at reasonable prices to give the best value of money 
spent by the consumers, the prices should match the raw 
material, labour and manuf.acturing costs. The Company is 
now in the process of rationalising its prices with a view to 
recover the full cost of production." 

5.8. Asked how the selling prices of HPF products fixed after the 
commenceVJ,ent of production in June 1967 compared with the actual costs. 
for 1967-68 to 1969-70, the HPF in a written reply stat~d that in the total 
cost of production for the years 1967-68 to 1969-70 product-wise had not 
been worked out since the Company was adopting the marginal costing 
system whereby the contribution made by each of the products was only 
ascertamed, 

5.9, During evidence the Committee enquired whether the Ministry 
agreed with the views of the Management in regard to thecategorisatiolJ 
of HPF products as falling in the competitive range, the Special Secretary,. 
Ministry of Industrial Development stated that:-

"We do feel that there is competition in regard to bromide paper 
from internal products; and in the caSe of others like X-ray, 
the competition is from imported materials; but looking at the 
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present position, we fee} that there may not be any competition 
in regard to these two items." 

To a further question 'as to bow the price is fixed when there is no 
competitioo, the representative of the Ministry of Finance stated that:-

"Uptil now there has been no difficulty, because we could fix the 
price on the basis of price of imported products. The PIa-
blem will arise next year when we will become more or less 
self-sufficient. But our prices are comparable to imported 
prices. Hitherto y.te have been fixing the prices on a compara-
tive basis, as a matter of policy. We cannot use our mono-
polistic position to fix prices arbitrarily." 

5.10. The Special Secretary of the Ministry of Industrial Development 
added that:-

"In such cases, normally the guidcIiIles are that the price should be 
on the basis of landed cost which will exclude customs duty 
and sea fr.eight. If it is found that for some reason this is noti 
possible, it will, at the most be landed cost, plus 10 per cent. 
As.. on date, the imported material is available and there is 
competition. So, they have to sell in competition with tho 
imported raw material ...... Occasionally, particularly where 

lot of imported raw materials is used, that formula (Cost of 
productioo plus sea freight plus import duty) does not satisfy 
the producer, due to very good and valid reasons; -and then 
the matter is examined. But normally, this particular formula 
is able to cover all the costs." 

5.11. The Committee note that according to the guidelines laid down 
by the· GoverDlllent of India regarding the pricing policy to be foUowed by 
the Public Undertakinp, In respect of Undertakings which operate under 
monopolistic conditions the landed cost or comparable imported goo. 
would be the ceiling within which the undertaking can fix its o~ selling 
prices taking an appropriate return on capital. According to Management, 
the majority of the products of the undertaking except cine film positive 
(35MM) are neither enjoying the absolute monopolistic or semi.mono· 
polistic position and have therefore to be sold in competition. The com.-
mittee were \hOwever informed that judged from the present market posi-
tion there may not be any competition in regard to Bromide paper and 
X-ray. The Committee note that tbe Undertaking has been selUng its pro-
ducts at less than the cost of production during 1970-71 to 1972-73. The 
CQlDmittee were informed that the undertaking is now in the process of 
rationalising its prices with a view to reco,.er the fun cost of produdion. 
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5.U. TIle Committee stress that undertakiag slloald take ··ImJDedi8ae 
lteps to rationaUse ,the price structure of Its produc:ts so tbat die sell.iq 
prices are reaDy competitive. 

B. Marketing OrpnisatiollS 

5.13. An Advisory Committee (consisting of experts in the fi1:n and 
photographic field) set up by Government in January, 1961 with a view 
to provide !best possible guidance to the Company from the prospective 
users of its products suggested that it would be desirable for the Company 
to set up its own sales offices at differ.ent places so that by the time the 
factory went into production, the distribution and service facilities could 
be gradually built up. Te Company accordingly decide in April, 1961 
~s follows:-

(i) The imported films would be stocked in cold storage initially at 
Madras where the Company had an office. 

(ii) Supply of Cine Films should, as far as possible, be allocated to 
those producers who" because of their standing in the industry, 
would be able to 'assess the films and recommend their geCleral 
use as well as advise the company on any modification of the 
emulsion required. 

5.14. In pursuance of the above decision, the Company further decid-
-eel in July, 1961 that the distribution of photo materials should be handled 
directly by the Company and th1It distribution of Cine Film Positive should 
!be entrusted to a sales organisation for a periOd of 3 years with option to 
extend the arrangements for another period of 2 years. Accordingly the 
Company appointed, after negotiations, in JaCluary, 1963 the Ghia 
Organisation as the sole stockists and agents for Cine Film Positive up to 
31st December, 1964. The selling arrangements were reviewed by the 
Board of Directors in June, 1964 and in view of the difficu1ties likely to 
be faced in taking over the sales of Cine Film Positive at the initial sroge, 
it was decided to extend the distributiOCl arrangements with Ghia Organisa-
tion (renamed as M/s Rege Cine Films Limited) for a period of 3 years 
i.e. up to 31st December, 1967; these arrangements were further extended 
by another 5 years i.e. up to 31st December, 1972. 

5.15. The distribution of Medical X-ray Films was entr.usted to the 
three distributors in June/July, 1967 for a period of 3 years, subsequently 
extended up to December, 1970 (one of them was M/s. Rege Cine Films 
Limited who were also the sole distributors tor Cioe Film Positive) for 
the four zones of Bombay, Madras, Calcutta and Delhi on -account of the 

10110wing reasons;-

0) 90 per cent of X-ny business was conducted all over India on 
credit basis anti it ~ one to three mooths to &>llect dues 



101 

from priva~ radiologists and six months to one yeaI' f(Om 
Government hospitals. 

(ii) All importers had offices and cold vaults for distribution pur-
poses in Madr8/j~ Bosubay, Delhi and CalCldta. 

(iii) Consumers of X .. ray Pllms..., required constant contract 
tbl'QUgh fieldmtm, both for effecting coJJections and for pro-
vidiag tcchaica1 aervices. 

(iv) Direct sale of Medical X-ray Films by the Company's sales, 
organisation could be considered after. the plant was well 
established, had overcome the teething troubles and built up 
a good technical service capacity. 

5.16. In March, 1970 the Board of Directors decided that the distribu-
tion auangements for Medical X-ray Films might be contiued for three 
more years from 1st January, 1971 on account of the following reasons:-

(i) As imported rival brand of X-ray Films would be abundantly 
available in the market for. the next year or so on account of 
liberal issue of licences by Government, the Company would 
require efficient distributing arrangements. 

(ii) As distributors had so far to face only the problems and had 
to meet expenses on the introduction 'and establishment of a 
new product in the market, they did not have enough oppor-
tuoity to secure reasonable gains through the agency. 

(iii) The distributors had rendered excellent services. Accordingly. 
the distribution arrangements were extended (in October. 
1972) upto June/December, 1975. 

5.17. In justification of the appointment of distributors for Cine Film 
Positive and Medical X-ray Films, the Company further stated in Novem-
ber, 1971 as follows:-

"(a) In the early stages of our manufactu~e this arrangement enabled 
us to concentrate upon the manufacturing problems which 
were numerous. 

(b) The selling of Cinema Positive a~ X-ray Films demand a 
fairly intimate knowledge of people in the movie industry and 
people in the radio-logical field. Since there were several 
private business houses which had this familiarity and were 
available for being utilised, it was to our advantage to utilise 
the services of such firms rather than assemble the requisite 

expertise within the Company. This had the advantage . of 
convenience as well as ti~ saving. 

(c) Marketing of the two produetsalso mVOlft8 maiJUeoance of 
cold· stc,>tage room and ~~ni.OI Ct~t .f~~i1ities, in additiOn ··to 

.: "' .. : 
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maintaining sizable business offices with trained staff. At a 
time when the Company was just beginning its manufacturing 
programme, it would have been very difficult to 
set up such a net work. Moreover this would have meant 
monetary outlay which could be more appropriately utilised 00 

productive facilities. 
< d) By having the services of a good selling agency we had the 

benefit of being able to review more effectively any complaints 
that were received from the field. This is because we were 
able to segregate complaints that were purely due to marketing 
f~lctors from those which could be attributed to technical 
factors. 

(e) If we had decided to avoid distributors and sell directly to 
custo-through our own offices, our expenditure would probably 
have been the same as the present expenditure on commission. 
It may be mentioned here that the private firms who arc our 
distribution agents have a great amount of flexibility in appoint-
ing their staff which we do not possess. 

(f) essentially, our present distributors are retailers who deal direct-
ly with customers. They are not in the nature of whole:<llers 
who provide a middle stage between ourselves and the retailers. 
For company with a very large manufacturing plant with its 
Own problems, it docs seem undesirable to handle retail distri-
bution of its products. Having a group of retailers to sell 
products brings benefits in terms of decentralised service to the 
customers." 

5.18. For the sale of photographic materials other than Cine Film 
Positive and Medical X-ray Films, which was to be handled by the Com-
pany itSelf the Company opened sales offices at Madras, Bombay, Calcutta 
and Delhi in September, 1961, September, 1963, July, 1967 and Septem-
ber, 1967 respectively with a view to familiarise the Public with the pro-
ducts to be produced and to introduce its brand 'INDU', besides the 
appointment of distributors in certain areas. 

5.19. The existing arrangements for distribution of all the products 
were revieWed by the Management in October, 1971 when it was proposed 
that the Company's own marketing division should take over the distribu-
tion of Cine Film Positive and Medical X-ray Alms from January, 1973 
and that of other photographic materials from April. 1974. The compara-
tive economics of the proposals made in October, 1971 at the instance of 
the Board of Directors indicated an annual saving of Rs. 40 lakhs to 
Rs. 42 lakhs 80 far as the taking over of the distn'bution of Cine Film 
Positive and Medical X-ray Films was concerned. However, in July, 
1972 the Board of Directors decided to continue the existing distribution 
arrangements upto 30th June, 1973 as it was considered inadvisable to 
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take over the distribution work in view of the various production problems. 
In October, 1972 it was further decided to extend these arrangements up 
to June, 1975 in the case of Cine Film Positive and Medical X..J:'ay Film 
and upto December, 1975 in other cases, subject to periodic review of 
performance. 

5.20. One of the considerations for continuing the distribution arrange-
ments for Medical X-ray Films for three more years from lst January ] 971 
was the non-availability of enough opportunity to the distributors in the 
past to secure reasonable gains through the agency. To an enquiry of the 
Committee whether it was desirable to take this as one or the criteria for 
continuing the distribution arrangements, the HPF replied that this "should 
not be the criterion for continuing the distribution agreement." 

5.21. In a written reply HPF justified the continuance of the distribu-
tion arrangements fOiJ.' the 3 main products of the Company upto June I 
December, 1975 despite the huge recurring savings indicated by its own 
calculations as follows:-

''Our Marketing Organisation is not yet tuned to take up the 
direct distribution of finished products. Pending the re-
organisation of the Marketing Division, and strengthening the 
set up by way of air conditioned storage space throughout the 
country for taking up direct sales, we thought it advisable for 
the Company to sell through the distributors. This will enable 
us to reduce our inventory and improve the cash-in-flow and 
ways and means position. Further, in the field of photographic 
products, technical service is an essential feature and we can 
compete with established distribution channels of our competi-
tors, only when we have a good Marketing Organisation. The 
re-organisation of the Marketing Division is now under way 
and once this Division is well established and our cash-in-flow 
improves, we shall investigate the desirability of changing the 
pattern of distribution. Pending this set up, the economies, as 
projected, are not realistic." 

5.22. About the company's own marketing and distribution ar-cnnge-
ment the Ministry of Industrial Development stated that it took generally 
two to three years to set up proper distribution net work. The Company 
did not take any steps in this direction earlier. Now that the undertaking 
had taken up the re-o.rganisation of the Marketing Division, Government 
were hopeful that the Undertaking would change the pattern of distribution 
after the distribution arrangements already entered into by the Undertaking 
expired in 1975. 
- 5.23. The Company opened four sales and distribution offices in 
Madras bl September, 1961; in Bombay in September, 1963; in Calcutta 
in July, 1967 and in Delhi in September, 1967. The main function of thestJ 
sales ana cn.tbutiOD offices is to keep liai8Qn with the distributors and to 
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sell photographic materials other than Cine Film Positive and 
X-ray Film. 

Medical 
- fl~11 

The expeDCliture incurred m running these offices and the sales effected 
by them (area-wise) during the yealfs 1968-69 to·-1972-73 are indicated 
below:- . 

Year/Place Expendi- Total 
ture (Rs, Sales (Rs, 
in Lakhs) in Lakhs) 

Direct 
Sales in-
cluded in 

col,z 
(Rs,in 
lakhs) 

Percent-
age of 
expendi-
ture to 
direct 
sales, ' 
% of(3) 
to (I) 

---_._._------_._--_._--- --- - ---- .~ .... --_._--
,I 2 3 4 

Madr.1S 

t96S-69 , 1'12. I:1.S'19 6'51 1.6'26 

1969-70 2'07 114'30 6'36 32 'S4 

1910-71 2'34 163'56 30'92 1'S6 

1911-72 5'91 19S'8S 46'86 12'74 

1911.-13 9'80, 23S' 49 1·2.S 13S'16 

Bom~ 
1968-69 , 0'57 6S'5Z 1'01 56'43 

1969-70 , 0,60 1'20'77 4'16 12'60 

19"fO-7I 0'69 111'14 32'34 2' 13 

1911-12 , 3'96 I13 '-SO 23'00 11'21 

1912-73 S'82 141'37 23'SO 24'45 

Ca1c.ltt4 

1968-69 , 0'0$ IS'18 0' SS 8'61. 

1969-70 0'40 41'34 3'61 11'00 

1910-11 0'72 43'00 22.'43 3'20 

1971-12 , 1.'08 51'56 24'56 S'46 

1912-13 , 3'64 63'66 10'49 34'10 

DIIhi 
1968-69 , 0'09 aa'96 0'91 9'i9 

1969-70 , 0'39 35'32 1.'81 13'81 

1970-11 0'56 51'09 29'18' ' 1,88 

197J-12 "2'27 75'45 26'75 8'48 . 
1t'12-73', .. 3'70 -82·6S· 17,00 2.1'16 

"-------------_ ..... _----_._ ... -
Non; Gross Slits Uictu4e sales to distributOR, 
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Year Place Expendi-
ture (Rs. 
in lakhs) 

Total Direct Percentage 

1969-70 

1970-71 

-f, 

197 1-12 

I91l-73 

Madras 

Bombay 

Cllcutta 

Delhi 

Madras 

Bombay 

Calcutta 

Delhi 

Madras 

Bombay 

Calcutta 

Delhi 

Madras 

Bombay 

C Jcutta 

Delhi 

M'ldras 

B.:>mbay 

Calcutta 

Delhi 

sales (Rs. sales (in- of expend i-
in lakhs) eluded in ture to 

total sales) total sales 
(Ra, in lakhs) 

I''P 

0' 51 

0'05 

0'09 

12S" 79 

65",S2 

IS'18 

23"96 

2"07" 114"30 

0' 60 J2,0"17 

0"40 

0"39 

2'34 

0'69 

0"72 

0'56 

5'91 

41'34 

35'32 

163'56 

111'14 

43'00 

51 '09 

i9S' 85 

3"96 II3' 50 

2'08 51' 56 

2'2175'45 

3'70 

235'49 

147' 37 

63'66 

82'65 

6'SI 

1'01 

O'S& 

0'91 

6'36 

4'16 

3'61 

2'81 

32 '34 

22.43 

29'78 

46'86 

23"00 

24' S6, 

26'7S 

1'2S 

23'80 

10'49 

17'00 

1'37 

0"87 

0'33 

0'37 

1'19 

0' So 

0'97 

0' 10 

1'43 

0'62 

I" 67 

1'10 

3'01 

3'9 

S'7 

4'S 
----- ---------- -------------,~-, -------

NOTE: Gross sales include sales to distributors. 
5.2~. The reasons for increase in the percemaa- of expenditure to 

direct sales has been explained by the Management as follows: 
"Due to 'the implementation of the Wage Agreements, the expendi-

ture had gone up. However, this position is being reviewed 
to implement all possible economies in expenditure." 

5,25, The Special Secretary of the Ministry of Industrial Development, 
however stated during evidence that-

"We were not satisfied with that explanation (of HPF that increase ja, 
expenditure was due to implementation of wage agreements), 

593 LS-8. 
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We ieel that much stricter vigilance will have to be exercised 
in controlling the cost on sales. 

We feel that much stricter vigilance will have to be exercised 
Unless the volume of sales goes up, the cost on sales will re-
main at the particular level. The real solution is to provide 
more material oiherwise the percentage will not. go down. That 

is the only corrective measure." 

5.26. The Committee enquired as to why in spite of the experience 
gained, the Management preferred to extend the distributorship fOl' the sale 
of Cine Film positive and medical X-ray film, instead of taking over the 
marketing itself. The Management replied as follows:--. "We are of the opinion that the marketing set-up as it stands today 

without trained Sales and Service representatives and air-con-
ditioned storage space, is not adequate to take up distribution." 

5.27. The Committee note that an ,Advisory Co.mmittee set up by 
Govemment in January, 1961 suggested that it would be desirable for the 
UDciertaking to set up its own sales offices at different places so that by 
&he time the factory went into production, the distribution and service 
facilities could be gradually bnilt np. AccordiDgly the Undertaking decid. 
ed in April, 1961 that supply of cine films should be allocated to pro-
ducers, who would be able to assess the films and advise the Company 
on any modification. Ia July, 1961 the Undertaking decided dlat the 
di9tribution of cine film positive should be entrusted in a sales organisa.-
tion for a period of three years with option to extend the arrangements 
fOr another period of two years. Accordingly the Undertaking appoint-
ed in JBDUary, 1963, a private firm as sole stockists and agents for cine 
film positive upto 31st December, 1964. 1bese arrangements were re-
viewed by the Board periodically and the arrangements have been extend-
ed from time to time and are now due to expire in June, 1975. 

5.28. In regard to medical X-ray films the Committee find that the 
distribution of X-ray film was entrusted to three distributors in June-July 
1967 for a period of three years. This was extended from time ,to time 
till June, 1975. 

5.29. The Committee also find that sales of photo materials was han-
dled directly by the Undertaking in certain areas and for this purpose four 
Sales Offices-one each at Bombay, Calcutta, Delhi I!Jld Madras were 
established with a view to familiarise the public with the products of the 
Undertaking. The Committee note that one of the reasons justifying tile 
continuance of the existin~ distribution arrangements was that IlUll'kedng 

,ef these prOducts involved maintenance of cold storage ~,grant of 
credit facilities and sizable business offices m8Dnedby trained personnel 
wbkh the Undertaking found difficult to set-up concurrently with the 
existence of their production problems. 
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5.30. The Committee also note that the existing distribution arrange-
;"ents were reviewed by the Management in October, 1971 w~en ~ W8I 
proposed that the Undertaking should take over all the distl"lbutlon in 
pbases by April, 1974. 

5.31. The Committee find that the implementation of these proposals 
and taking up of the distribution arran~ement for Cin~ I·ilm Positive ~nd 
Medical X-ray film by the Undertaking would ~esult m an annWll saVl~g 
of RI. 40 laldls to Rs. 41 lakbs. Tbe ComlDlttec are surprised ~. m 
spite of these savings the Board favoured tbe continuance of tbe eXIsting 
distribution arrangements tiD June, 1975. 

5.31 .. The Committee were informed that the marketing organisation 
was not yet tuned to taking up the direct distribution of finished goods. 
The Committee see no justification for the continuance of existing arrange-
ments for distribution. The Committee recommend that the managcfJllent 
should review the present distribution arrangements and further the !ieasi~ 
bility of taking up distribution of tbe product directly after tbe expiry of 
the p.esent arrangement in 1975. Tbe Committee note that the Corpora-
tiog bas sales and distribution offices at the four metropolitan cities-
Bombay, Calcutta, Madras and Delhi to deal with direct sales of photo 
materials and also keep Haason witb the public. 

5.33 •. The Committee find that the percentage of expenditure on the 
maintenance of these offices to the direct sales effected by them from 
1968-69 to 1972-73 ranged from 7.56 per cent to 135.16 per cent in 
Madras, 1.13 per cent to 56.43 per cent in Bombay, 3.20 per cent to 34.70 
per cent in Calcutta and 1.88 per cent to 21.76 per cent in Delhi, although 
on the basis of the overall sales, percentage of expenditure on total sales 
ranged from 1.19 per ceot to 4.2 per cent in the case of Madras, 0.50 per 
cent to 3.9 per cent in BombSy, 0.33 per cent to 5.7 per cent in Calcutta 
and in Delhi 0.37 per cent to 4.5 per cent. The Committee also note 
that the Undertaking is required to· deal only with a limited nllmber of 
customers in the case of Cine-Positive Films. The Committee recommend 
that the Sales Offices already set up should be utilised for taking up direct 
sales and olStribution of two products of the undertaking so as to keep 
the expenditure on sales over-heads to the minimum. 

C. Commission paid to dMributors 
5.34. The distribution :mangements with the private fimlS provided 

for the payment of commission at different rates for different materials. 
The arrange:nents with the three distributors for the distribution of X-ray 
films also gave option to the Company to effect direct sales to Defenoo 
Departments and other State institutions but a commission of 5 per coot 
was payable to them even on such sales as against 10 per cent allowed on 
other sales. No stich option was, however, available to the Company 
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ander the distribution arrangements for Cine Film Positive although the 
commission payable on sales to Government departments was fixed at a 
lowe.!: rate as compared with that payable on sales to private parties. 

S.3S. The following table indicates the total commission allowed to 
the distributors for Cine Films Positive and X-ray Films and that allowed 
on sales to Government departmeoots:-

Year 

1968-69 

1969-70 

1970-71 

1971-72 

1972-73 

(Rs. in IsktlS) 

Cine Film Positive X-Ray Paper 
Films 

Total Commi- Commission 
ssion allowed allowed in respect 

of sales to 
Government 
Departments 

10'05 1'83 7' 14 

16' 14 2'93 II' 74 

10'00 2'60 9.29 

II' 30 0'35 14·28 

16'55 8' II 15·3')" 7·39 

[5.82 57.75 

NOTE: I. Although the Company had the option to make direct sales of X-Ray Films 
to Government departments, no such sales were mlde. 

2. Fig1lres of commission allowed on sales of Cine Film Positive to 'Government 
departments during 1971-72 is upto May, 1971 as the differential rates 
of commission were withdrawn from June, 1971 on account of the dis-
tributors agreeing to the reduction of credit period from 90 days to 
60 clays. 

5.36. In this Gonnection the following features deserve mention:-

(1) The Government of India suggested in October. 1970 that 
the Company should discontinue the system of givi'llg quota-
tions to D.G.S. & D. through the distributors, but the Manage-
me.nt did not agree to this suggestion on the ground that the 
sale of goods to Government also involved costs like cost of 
selling and after-sales service, cost of paper work, collection 
work, collectioo expenses, credit facilities etc. besides, Collec-
tion of outstandings from Government Departmen.ts was con-
sidered to be the main problem in making direct sales to them. 

(2) The Government of India also directed, at the, instance of 
the Compa'DY, the O.G.S.&D. in January, 1972 to issue ins-
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tructions to all the purchasing authorities. both at the Centre 
and in the States, to 'patronise the Company's products. 

(3) The Govermnent of Tamil Nadu directed all is purchasing 
departments to buy only the Company's Medical X-ray Films 
without calling for tenders and regardless of price. 

5.37. Although the Company had the option to make direct sales of 
X-ray films to Governinent Departments, no such sales were made. In 
July, 1973, the Management stated that "after careful consideration of 
the economics of such direct sales and other overriding considerations 
such as cost of financing of debtors, cost of after sales service. etc. the 
Board of Dire.ctors decided to have the sales of X-ray made through 
distributors only." 'The H.P.F. further explained the decision as fol-
lows:-

"Lacking a merchandising set up which can effectively render 
sdrvice to customers, we i1 re left with no alternative but to 
cootinue the existing distribution set up. The long time 
taken by Government departments to effect payment, shlnds 
in the way of our dealing with them direct, more so, in the 

light of our difficult cash flow po!ition. However, this will be 
constantly watched for review." 

5.38. Asked about the reactions of the Ministry in the matter with 
regard to arrangement of giving quotations through distributors to D.O. 
8.&0. the representative of the Ministry stated:-

"This really is part of management's de1egated function and really 
the Government cannot give any direction. So the Govern-
ment did make a ,suggestioo. Since the Company did not 
accept it. there is nothing the Government could do about 

it. At that point of time, since the Government did not 
take any further action, Ministry accepted this as sufficient." 

5.39. The Special Secretary of the Ministry however added:-

"My personal views would be so far as DGS&D is concerned, 
there is no particular reason that the quotations should go 
through the distributors." 

5.40. As rellards sales of X-ray film to Government D~artments 
through Distributors, the Special Secretary of the Ministry of Industrial 
Development stated that:-

"So far as the sale of X-rays to the various Government depart-
ments, hospitals, .:~c. are concerned,· unless the Company itself 
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has put up a retail uel-work, 1 do not think the C~mpany 
sho ... ld t:tke the responsibility iacluding after-sale servtce be-
cause it is not like DGS&D rate contract. Here one has to 
reach the hospitals which are now at far ruling areas. If the 
Contpany is not able to put up its retail sale, it is better to 
use the distributors." 

5.41. Regarding issue of instructions by DGS&D for patronising the 
Company's products. the representative of the Ministry stated durin! 
e.vidence that:-

"A request was made to the DGs&D. So far the DGS&D have 
not issue any such rnstructions to purchasing authority but 
we have issued the circular on the 10th of July, 1973 to an 
State Governments and other Ministries and Departments 
of the Government requiring them to give preference to pro-
ducts of HPF." 

5.42. He further added: "The Company are not having any difficulty 
and their products are being sold." 

5.43. The Committee pointed out on 10th July, 1973, the Director 
General Supplies & DispOllal issued a circular asking all State Govern-
ments to patronise the products of H.P.F. in pursuance of a directive 
trom the Government of India, and enquired about the impact of these 
instructions. The Ministry of Industrial Development stated in a written 
reply as follows:-

"It is too early for the company to assess precisely the impact of 
these instructions on their sales. It may be added that these 
instructions are not in the nature of a directive." 

5.44. The Ministry ,further stated that in order to improve the Sales 
of the Company's products, it was decided to discontinue the import of 
X-ray and Roll film in finished form. Instead, the Company would be 
implementing their production of these products by the conversion of 
imptlrted jumbos. 

5.45. In rel!am to direct sales of Medical X-r?V films to the Depart-
ments of the Government of l'~mi1 1'1adu, the Ministry of Industria' 
Development stated that due to cliffic'Jlt cash flow position, inadeql1ate 
trained sales and service represent~tives 3.'J1d l'bsenee of air-conditioned 
storage space .. it had not been pos~ible for the undertalcing to effect direct 
sales to the T>epartroents of thf: Government of TamIT Nadu. However, 
the position was being carefully watched by the undert,1 king and as SOOn 
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-. th~ Un~ertakillg stabilises its merchandising set up, the 'pOssibility of 
cficctmg duect sales to Government departments might be considered. 

5.46. The Company was \lot following uniform pattern of mark-up 
allowable to thc dealers for different gre,de.s of Bromide Paper sold through 
them. . In March, 1971 the C<?lIlpany increased the price chargeable to 
the dealers by lowering the mark-lip to a uniform level of 25 per cent 
with the intention that the impact of additional price . charged to the 
dealers is not passed on to thr~ consumers. It may be mentioned, how-
ever, that the Company is neither exhibiting the retail prices on - the 
cartons nor is advertising the recommended retail prices. Thus the possi-
bility of dealers charging a higher price during shortage of supplies is not 
ruled out. 

·5.47. In this connection, the HPF statecl in a written reply that:-

"We are not convinced that the exhibition of retail prices be 
itself, is fin assurance of supply at normal prices, Demand and 
Supply will determine the price levels. How~ver, we are 
examining the pros and cons of introducing this, vncept when 
we merchandise roll films in a big way." 

5.48. The Ministry of Industrial Development stated '8 written 
reply that the marking of prices on cartons was a desirable practice. 

5.49. The Committee note that though the Company bad the option 
of making direct sales of X-ray films to Government departments, DO lOch 
sales were made by the Undertaking. The Committee were Informed tbat 
after careful consideration of economies of such cUrect sales and other over-
riding considerations such as cost of fbumclng ete., the Board decided to 
"'an the sales of X-ray films made ftIrough distributors only. The Com-
mittee nre not convinced of the jD8tifi.cation in this regard and feel that 
tbe payment of oommissioa in regard to sales to Government departments 
is avoidable. 

5.50. The Committee find that in spite of the instructions of Govern-
ment, that quotations for rate contracts by DGS " D Ihould not be 
through the distrilJutors, the Undertaking has not been Riving such quota-
tions directly bat routing them through distdbutl)r8 which ultimately 
result In payment of commission to the cfJBtributo". The Committee feel 
that, as admitted by fhe re~tive of Government during' the eli-
deMe, there is no partial •• reason that quotations should ~ throup 
the distributors. The Committee recommend that the procedure may bel 
reviewed and quotations whenever asked for the products of the Under· 
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takiaa may be give. directly by the Undertaking thereby obviating the 
necessity of the paymeat of eOllllDlBsions to dbtributon. 

5.51. All admitted by Ministry, GovemmentlUndertaking should eoui· 
der marking ot the prices on c:arton so that the customer may be in a 
pesitiun to know the presaibed price an. does not pay more thaa that. 

5.52. During the course of evidence, it was pointed out that the Board 
of Directors of the Undertaking approved an increase in price for the 
Cine-Positive Films with effect from 1st February, 1973, but allowed the 
stocks to be cleared at the previous prices upto 25th March, 1973. The 
Committee enquired as to how far this action of the Undertaking was 
justified. In a note furnished after the evidence, Chairman of the Under-
taking stated:-

'"Taking into cognizance the large inventory which had consider-
ably affected the cash flow position at that time, with difficul-

ties in ways and means and also doubtful quality of 'a substan-
tial part of the stock, tbe Board adopted the marketing strategy 

, of announcing the price increase on Febroory 1, 1973 aDd 
extending the time limit till March 25th for disposal of the 
existing stocks of cine positive at the old prices. The norma] 
convention is to give a special discount for clearance of old 

stocks. Instead, the Company has been able to clear the exist-
ing stocks at the same price withont 3 discount. This would 

not have been possible, had it not been for the marketing 
strategy adopted by the Company and this was COtlBidered to 
be in the best interests of HPF. Also, the benefit of extending 
the time limit was intended to be passed on to the consumers 

and not to the distributors. It has since been reported that, 
in fact, it was actually 80." 

"Instead of giving a special discount fOr disposal of large accumu-
lated stocks, they were sold at the prevamn~ prices, provided 
!!ODds were sota fo the actual consumers before 25th March, 
t 973 or until such time the old stocks, lasted, whichever was 
earlier. Announcement of a price increase from 1st February, 
1973 and extension of time limit for sales to consumer at the 

old prices within a stipulated time limit is a marketing strategy 
approved by the Board for clearance of la'1!e inventories of 
cine positiYe films."" 
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5.S3. In this connection the representative of the Ministry however 
stated during evidence that:-

"The normal rule is to give special discount for clearance of the 
old stock but that was not done. Instead the Company has 
been able to clear the old stock at the same price. This would 
not have been possible, had the Company not adopted market-
ing strategy that was considered to be the best arrangement at 
that time." 

5.54. The Committee were given to understand . that the Board . of 
Directors decided to increase the price of Cine-Positive Films with el'ed 
from lst February, 1973 but allowed extension of time Hmlts for sale to 
consumers at the old prices till 25th March, 1973 for disposal of the exist-
ing stocks of Cine-Positive Films. The Committee were informed that the 
Board adopted this market strategy after taking cognizance of large Inven-
tory which had considerable effect on the cash ftow position of the under-
taking lit that time and also doubtful quality of substantial portion of the 
stock. 

The Committee were· assured that the benefit of extending the time limit 
WM Intended to be passd on to the consumers uml not to the distributors 
alone and this was actually so. The Committee are not sure whether this 
strategy Mbieved and desired results as envisaged by t~ Board of Direc· 
tors and the consumers Were not adversely affected by the increase . in 
prices. The Committee would like that this matter may be gone into In 
depth so as to verify that the procedure bas not given any undue benefit 
to the distributors resulting in payment of higher prices by consumers. 

D. Complaints 

5.55 In terms of their agreements, the distributors are required to attend 
to all complaints received from consumers and makeeffort~ to settle tbem 
satisfaetorily on the spot. They ere also required to report to the Com-
pany the nature of each complaint alongwith the action taken thereon. 
In those cases where the distributors propose to make a claim on the Com-
pany for the defective materials, samples of used and unused stock a~ welt 
as the details and circumstances under which the defect!> were noticed are 
also required Ito be sent to the Company. Tn respect of sales made by the 
Company's own sates and distribution office~. the complaints from cus-
tomers are attended by them. 
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5.57. The consolidated cause-wise analysis of the complaints received 
up to 1970-71 is not available with the Company. The analysis of the 
causes of complaints received during 1971-72 and 1972-73 is furnished 
bclow:-

~ ... ----.-.-
Product~ Nature of com:,laint 

Sensitometry Coating Black Perro-
n/ % point and rator /0 

lines 0/ 
10 

% 

Cine Film Positive ' 1971-72 g'24 44'98 46'78 
1972-73 48' 71 3'94· 42'35 

Medical X-ray Film 1971-72 91' 33 7'65 1.02 
1972-73 75'°7 20'32 4' 61·· 

1971-72 96'°7 3.'93 
1972-73 99'86 0' 14t 

Brllmide Paper 

.----
5.58. A formal procedure for accounting of defectiveldamaged finished 

goods returned by the customers was first drawn up by the Company in 
October, 1967. This was subsequently revised/amended in December, 
1969 and December, 1971. It is proposed to revise the procedure further 
so as to have effective control over the movement of defective I damaged 
finished goods also by keeping a stock movement register for such defective 
material till such time they are finally disposed of either by scrapping and 
recovering the material or by selling them at a reduced rate, 

S.59. As regards increase in the Bumber of complaints over the years, 
the HPF stated in a written reply that:-

"We do not consider the number of complaints as too high for our 
range of photo sensitive products. This does not, however. 

mean that the company can afford to be complacent in improv-
ing the quality of its products, 

Complaints· are bound to occur even after a full fteged Quality 
Control system, We concede there were some lapses in the 
past but the present systems control has definitely reduced 
rejections" , 

5.60. The committee pointed out that there had been some complaints 
about "Indu" from the Ministry of Information & Broadcasting, Admitting 

.Black points and black lines mainly . 
•• Bmulsion peeling (base defect) mainly, 
tPacking defe-ets mainly. 
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that there had been compl&Dts about the poor quality, early sign of dete-
rioration etc. of HPF products from the Ministry of Information & Broad-
casting, the Special Secretary of the Ministry stated during evidence that-

"As a matter of fact I had a discussion with the Minister of Infor-
mation and Broadcasting regarding positive black and white 
ond he had also informed me that there have been complaints. 
We somewhat prefer an imported thing rather than an indi-
genous one. I w01,lld say, perhaps, HPF has not been able 
to reach the same level in regard to quality compared to the 
quality of the ~anufacturers who have been in the field for 
the last forty to sixty years. In some cases there have been 
complaints regarding holes, emulsion. specific patches. The 
main complaints are black points, black lines in the paper, 

and ahout packing that was not done properly. The percent-
age of the complaints is of the order of .2 per cent in the case 
of cine positive, .3 per cent in the case of X-rays, and paper 
4.43 per cent." 

5.61. As regards disposal of complaints the representative stated that-

"We have evolved a system by which the nature of the complaint 
is investigated ind~pendent1y in the factory. There had been 
some cases in which it was found that the complaint was not 
justified". 

5.62. The Committee regret to note that the number of complaints 
received from the consumers bas increased trom 343 in 1968-69 to an aD 
high fi~re of 1066 In 19'72-73. 'The value of credit notes issued in 1972-
73 alone aD10untecl to RI. 11.28 IakII!. The Committee also find that the 
number of complaints has Increased particularly in the case of Bromide' 
paper; where the nmnber bas goDe up from 51 in 1968·69 10650 bI 
1972·73. Tbe Committee regret to note tbat in spite or the large number 
of complaints, tbe undertakinsr had not been makine Bny cause-wise ana· 
Iysts of the complaints tID 1970.71. . It has been admitted that there were 
some lapses in the past but the present system control has definitely reduced 
rejections. The Committee were informed that the nature of the complaint 
is independently invest1aRted in the factory. The Commlffce recommend tbat 
a careful analysis of tie causes of Sales returns shoahY be made so tbat 
the arcas s.aaes from where there are I~e reJection" could be Identtfted 
and !mitable remedial measure'f1iken to prevent recurrence of the sam~. 

E. Export 

5.63. The Company felt in 1967-68 that the installed canacity for Cine 
Film Po~itivc (hlack and white) was more than that required within the 
country on account of !;wift change of demand from black and white to 
colour' film. Accord.ingly it commenced explorin~ the export pmsibilities 
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in neighbouring countries and also sent teams for studyillg market condi-
tions in South East Asia. During 196~-70 selling agents were also ap-
pointed in Ceylon and Burma for the sale of Cine Film Positive, Medical 
X-ray Film and Photographic Paper. 

5.64. The following table indicates the valuc of exports and the loss 
incurred during 1969-70 to 1972-73:-

Rolls Value Loss 

1,782 Rs. 1,61 lakh 65,801 

1970 -71 2,!l38 2' 58 lakh 1,25,666 

1971-72 2,697 2' 49 iakh 12,714 

1972-73 2,690 3.371akh 48,923 

5.65. It will, however, be seen from paragraph 3.77 that the Company 
was not in a position to meet the country's demand for Cine Film Positive 
in full and as a result substantial quantities were imported. It will also 
be seen from paragraph 8.3 that by the end of 1975 the demand for 
Cine Film Positive within the country is expected to be 2.88 million sq. 
meters as against the installed capacity of 2.45 million sq. meters thereby 
indioo.ting the necessity for expansion of the existing capacity. 

5.66. Asked about the reasons for exporting the products at a loss, 
it was stated by HPF that this was more on 'all experimental measure to 
test quality of the products in international markets. The volume of sales 
was too insignificant, to make any sizable impact. HPF had made realistic 
assessment of the demands for Cine Positive Film, Black & White, and 
would be in a positive to meet the country's demand. 

5.67. Asked as to how far exports at a loss are justified when there 
is internal demand of HPF products, the Ministry in a written note stated 
that: ' 

"Government are of the opinion that for any UIldertaking to gai~ 
foothold io the international markets. token exports even -at a loss in the 
initial stages may oot 'be unjustified." 

5.68. The Committee regret to note that the Undertaking had to Incur 
a loss of about Rs. 2..5 Iakbs as a result of exports of Cine-Positive FUms 
during 1969.70 to 1972-73. 1be Committee were infol'Dled that these 
exports were of 8D experimental. nature to test the quality of products for 
the internatioMl market. The Committee do not appreciate the efforts of 
the Undertaking to export its products at a los.~ even as an experimental 
measure when it had not been able to stabilise its production in the plant, 
improve its quality and meet the internal demand of Cine-Positive F1Ims 
within the country. ' 
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F. Credit Control 

5.69. The following table indicates the volume of sales cnade and the 
book debts outstanding for the five years ending 31st March, 1973:-

As on 

31St March, 1969 

31st March, 1970 

31st March, 1971 

31St March, 1972 

31St March, 1973 
._-_.-----

(Rs. in lakhs) 
---------.~--

Sales Book debts outstanding Percentage 
------- of total 
Considered Considered debts to 

good doubtful saito'S 

228'38 75'06 32'9 

372' I2 95'98 25'8 

365'71 88'72 24'3 

436'36 II9'4° 0'46 27'S 

529'17 2.29'53 0'46 43' 5 
_ .. __ . -~ .. -------------.-

Out of the total debts of Rs. 119.40 lakhs as on 31st March, 1972 
a sum of Rs. 88.61 lakhs was due from the distributors. In terms of the 
agreement, the distributors are entitled to credit facilities up to a period of 
60 days for the sale of Cine Films, 75 days for X-ray films and 30 days 
for other photographic materials. The total outstandingsas on 31st 
March, 1972, however, represented about 100 days sales and in some 
cases the distributors had delayed payments up to 2 months but no action 
could be taken by the Company in the absence of a suitable provision 
in the agreement. 

The Management have stated (July, 1973) that out of doubtful debts 
amounting to Rs. 0.46 lakh as on 31 st March, 1972, a court decree for 
Rs. 0.24 lakh has been obtained 'and a further sum of Rs. 0.12 lakh 
realised. Action to recover the balance amount is in hand. 

5.70. It was stated that against the total outstanding of Rs. 229.53 
lakhs 'liS on 31-3-1973, hundies drawn on distributors and discounted 
during March and April, 1973 but remained outstanding as on 31-3-1973 
was Rs. 224.34 lakhs. This represented 150 days sale. 

5.71. The amount of doubtful debts outstanding as on 31-3-1973 
was Rs. 0.46 lakhs. A court Decree had been secured in one case for 
an amount of Rs. 0.23 lakhs which was to be executed. Besides a sum 
of Rs. 1740 had been received, vigorous following up action for recover-
ing the balance outstanding was being taken. 

5.72. While on the one hand heavy amounts were outstanding from 
the sundry debtors, on the other hand the Company could not make timely 
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p'dyment to its creditors with the result that penal interest to the extent of 
Rs. 2.34 lakhs had to be paid 0 the Silver .Refinery at Calcutta in res-
pect of the supply of silver up to September, 1970 besides making a pro-
vis:cfl of Rs. 6.85 lakhs 'and Rs. 10.67 lakhs in the accounts for 1970-71 
and 1971-72. A provision of Rs. 1.39 lakhs was made towards payment 
of penal interest during 1972-73. 

5.73. The Committee enquired, Silver Refinery at Calcutta being 
a Central Government Department whether it would n0t be possible to 
have better terms of payment with them through the intervention of the 
Ministry, so as to avoid payment of penal interest. The undertaking stated 
in a written note that these were the standard terms of payment with 

Silver Refinery and the undertaking had no alternative but to comply with 
the conditions. 

5.74. In this connection the Ministry stated that the undertaking had 
to pay penal interest in accordance with the standard terms of payment 
laid down by the Silver Refinery. Government could not possibly interfere 
in the normal business practice adopted by a Government Department in 
commercial operations. 

5.75. The Committee regret to note that as on 31-3-1973 a sum of 
As. 229 lakbs was pending realisation representing about 150 days' sales. 
The Commictee also note that in some cases, the distributors had delayed 
payment upto 2 months but no action CQuid be taken by the undertaking in 
the absence of a suitable provision in the agreement. 

5.76. The Committee also note that while on one hand heavy amounts 
are outstanding from sundry debtors, on the otber band the Company could 
not make payment to its creditors in time with tbe result that it bad to pay 
pen~1 interest to the extent of Rs. 2.34 lakhs to the Silver Refinery at Cal-
cutta in respect of supply of silver llpto September, 1970 besides making 
provision for Dabilities to the extent of Rs. 6.85 )akhs. Rs. 10.67 lakhs Rnd 
Rs. 1.39 lakbs in the account for 1970·71, 1971·72 and 1972-73. The 
Committee recommend that a review of the distributorship agreements 
should be undertaken to rectify any lacuna In the agreement, which stand in 
the way of realilation of dues in time so that the undertaking is Dot put to 
dlfticulties in honouring its commitments. 

G. SaIl'S performance 

5.77. (a) Company's share in the total requirement of the. country.-The 
regular production of the first product (Cine Film Positive) commenced in 
June, 1967. During 1971-72 the Company produced 8 products but about 
99 per cent of the total production was contributed by Cine Film Positive 
(black and white), Medical X-ray Film and Photographic Paper. The total 
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requirements of the country for these 3 products and the Company's share 
therein during 1968-69' to 1972-73 are indicated beIow:-

Figures in Sq. metres) 

Year Imports other Company's Total Percentage 
domestic production demand of 

production Company's 
production 

to total 
requirements ----_._. -_.- .... - .. ----~-.-.--.- - ------ '--_.- .. _-----

Gins Pilm Positive 
1968-69 1,782,725 Nil 977,483 2,760,208 35'4 
1969-70 788,381 Nil 1,618,126 2.406.5°7 67'2 
1970-71 956,907 Nil 1,056,178 2,013,085 52'4 
1971-72 726,935 Nil 1,6: 5,664 2.342.599 69'0 
1972-73 ' 510,000 Nil 1,390,000 2,030,000 68'0· 
Medical X-ray I'j/m 

1968-69 490,000 Nil 168,480 658,480 25'6 1969-70 554,000 Nil 356,079 910,679 39'2 J970-71 912,000 Nil 320,053 1,232,053 26'0 
1971-72 612,000 Nil 345,556 957,556 36'1 
1972-73 1,100,000 Nil 680,000 1 ;250,000 54'0 
Photographic Paper 

1969 6,62,000· 18,63,000 1,42,000 26,67,000 5'32 
1970 7,54,000· 18,66,000 .10,65,000 ' 36,85,000 28'90 

1971 5,08,000· 19,94,000 lI3,20,000 38,22,000 34'54 
1972-73 4,10,000 20,00,000 7,30,000 33,4°,000 22% 

5.78. The foreign exchange spent on the imports of these products 
during 1968-69 to 1972-73 amounted to Rs. 398.24 lakhs. Rs. 419.36 
lakhi, Rs.. 409.10 lakhs, Rs. 424.65 lakbs and Rs. 486 lakhs respectively. 

The Company expects to meet the total demand of the country for Cine 
Film Positive during 1973-74. 

(b) Sales vis-a-vis productioD 

5.79. As already mentioned, the Company commenced regular produc-
tion in June. 1967. The production (productwise), the sales and the clos-
ing stock during 1967-68 to 1972-73 are indicated in the statement at 
Appendix-VI. 

• Figures are in respect of calendar years. ' 
NOTE :-1. The total yearly demand in the country has been assumed to be the 

total of imports and domestic production. 

~. The figure8 of imports represent those made by agencies other than 
the Company. The Medical X-ray Films ~de out ~f jumbo roll 
imported by the Company are, however, 1J\cluded JO the figure of 
Company's production. 
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5.80. It wID be seen that the sale of Cine Film Positive and Bromide 
Paper (including all photographic paper) have not kept pace with the pro-
duction and the stock in hand, particularly during 1971-72, when the clos-
ing stock appreciably increased as compared with 1970-71. The Munago-
ment explained in April, 1972 that the trade requires Bromide Paper in 
soft, normal and hard grades in suitable combinations which the Company 
could not provide. Moreover, large quantities of Bromide Paper were im-
ported in 1970 to meet the internal demand out of which stocks were avail-
able in the market at cheaper rates. 

5.81. The lesser volume of sales of Medical X-ray Films during 1970-
71 has been attributed by Management in June, 1972 to availability of large 
quantities of imported stock at cheaper rates. As regards Cine Film Posi-
tive, the lesser sale during 1970-71 and 1971-72 has been attributed to 
lesser output resulting from the shortage of imported cpllulose triacetate 
and availability of large quantities of imported stock at lower price. 

Bulk of company's earnings are from the sales of Cine Film Positive 
(black and white), Medical X-ray Film and Photographic Paper. The sale 
of these products accounted for 83.9 per cent, 97.7 per cent, 97.4 per cent 
97.4 per cent and 96.8 per cent of the total sales during the five years end-
ing 1971-72. 

5.82. Prior to the commencement of production the Company was im-
porting jumbo rolls for conversion into Medical X-ray Films and ·for sale 
within the country. It continued to import jumbo rolls for Medical X-ray 
Films even thereafter. The quantity and value of jumbo rolls- imported and 
the trading results thereof are indicated below:-

Year 

1961-68 and 1968-69 

1969-70 . 

1970-71 and 1971-72 

1972-73 • 

--------- ----
Quantity Value of Quantity 
imported imports sold 

(Sq. metres) (Rs. in lakhs) (Sq. metres) 

Loss/profit 
on sale of 
imported 
9..ua~tity 
(Ks.1D 
lakhs) 

SO'07 

81'14 

177.361 (+ )16' 36 

IIMSS (+)4'S8 

NOTES : I, The difference between the quantity imported and that sold represeDfI 
the wastage in conversion. 

2. The quantity imported in 1967-68 was converted and sold in 1968-69. 
Similarly. the quantity imported in 1970-71 was converted and aold 
in 1970-71 and 1971-72. 

3. No X-ray jwnbo were imported during the six months ended 30-9-11173. 

593 LS-9. 
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5.83. Justifying the imports of X-ray film which created problems for 
HPF to dispose of their stocks, the representative of the Ministry stated 
during evidence that-

''There was a time when Government was not fully certain whether 
or not it would be possible for HPF to produce upto the tar-
gets fixed for that particular year, as the experience had been 
that in the past the targets had to be lowered on several occa-
sions and X-ray films being an item connected with the health 
of the country. Government fell that it might not be advisable 
to restrict imports purely on the promises or targets that have 
been fixed by the Company and that was why there was some-
what liberal liceDsing in regard to import of X-ray films. There 

• was a certain amount of extra quantity of X-ray films available 
at that point of time and I do not think the Compllny had large 
stocks which could have caused difficulty to them." 

5.84. The Committee pointed out that the figure for 1970-71 was al-
most double of what the Company imported in 1969-70 and in 1972-73, 
the import of medical X-ray was the highest. The Special Secretary of the 
Ministry of Industrial Development stated during evidence that 

" ...... There must have been some accumulated shortfalls so that 
it was decided to import fairly large quantities at that point of 
time. 

Since the production was not going up at that point of time (1972-
73), it was obviously felt that certain large doses of imports 
will be necessary to meet that shortfall. 

From 1969 to 1971-72, the production of X-ray films remained, 
more or less, stationary." 

S.85. With regard to lower sales of X-ray films due to availability of 
imported stocks at cheaper rates the representative of the Ministry stated 
that-

"The cost of production of the Company was much higher, because 
they were not utilizing the full capacity. The imported stock 
was available and the quality of the imported films was pre-
ferred by the Medical profession, and if the rates were the same 
or lower, the medical profession would prefer that. But I do 
not think, this has. really caused a great deal of accumulation 
of stock. They have been able to dispose of their stoch, 
more or less. This might have caused some temporary diffi-
culties in the matter of sales, but certainly it did not completely 
dislocate the market." 
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The representative of the Ministry added that-

"Once we find that the Company would improve in its performance 
and would be able to keep to its targets, naturally we would 
give them aU support. If we find next year that they are doing 
so well that they would be able to meet all the requirements 
of the country in regard to X-ray films, we would stop import 
of the processed X-ray tUms and allow only the import of 
jumbos. But we should be convinced first. The hospital 
should not be made to suffer as a result of any action on our 
part. We have to be very careful." 

586. In regard to stoppage of import of cine film positive, the represen-
tative of the Ministry stated that-

"We consider these things sympathetically. We certainly don't 
want to import provided we are reasonable certain that the film 
industry on the one hand, and the hospitals and the medical 
profession on the other, don't get completely upset as a result 
of the stoppage. I think that so far as X-ray is concerned, in 
1974-75 we will certainly consider stoppage of a1l types. As 

. a matter of fact, we have more or less taken a decision that we 
will not impor.t X-ray except in Jumbo form. Actually, even 
earlier the company had itself indicated that they had very 
serious technical problems resulting in intolerable rejections; 
and that is why we allow a certain amount· of cushion to the 
various projections." 

5.87. The Committee pointed out that the decision to import Jumbo 
instead of film could have been taken earlier, the witness stated that-

"We could have taken the decision, but the point is whether the 
manufacturers would have been willing to supply at that point 
of time or are willing to supply it only from last year. 

The Company were themselves not certain at that point of time. 
Even now, in the processing line it is not fully met by the com-
pany's own production ........ They had so many technical 
troubles and managerial troubles. I would not blame the com-
pany if they were not confident at that time." . 

5.88. Customer composition.-As already mentioned. the major portion 
of the total production is represented by Cine Film Positive, Medical X-ray 
Film and Bromide Paper (including photographic paper). While the en-
tire sales of Cine Film Positive and the Medical X-ray Film are made 
through distributors, the other photographic materials are partly sold 
through the Company's own offices at Madras, Bombay, Calcutta and Delhi 
and partly through the distributors appointed in certain areas. 
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5.89. The break up of sales as between Government departments and 
private parties in respect of Medical X-ray Film and Other photographic 
materials is not available with the Company. The details of total sales of 
Cine Positive Film to sole distributors and further sales by them to Gov-
ernment departments during 1968-69 to 1972-73 are given below:-

Year 

1968-69 

1969-10 

1970-71 

1971-7~ 

1972-73 

1974 

Total sales to sole distributors Sales to Government 
(including export sales) Departments by the 

sole distributors 

148'14 

229'87 

1,6'3' 

172'39 

48"32 

3°'33 

46'83 

48'13 

6· 32 (April-May, 1971) 

1,6'44 

NOTES: I. The Company exported photographic materials for the first time in 
1969-70. The value of export included in the above figures amounted 
to Ra. 1.61 lakhs, RS.2· 58 lakhs and Rs. 2' 49 lakhs respectively. 

2. Figures of sales to Government departments from June, 1971 onwards 
are not available for the reasons stated in Note 2 under para 5' 3'. 

5.90. The Ministry have stated (July, 1973) that as the sales of Medical 
X-ray Film. and Bromide Paper are mostly through distributors the break 
up of sales between Government departments and other parties is Dot avail-
able. However, such break up for Cine Film Positive was available up to 
May, 1971 on account of the payment of diffenrential rates of commission; 
from June, 1971 full commission is paid even on sales to Government de-
partments and, therefore, the break up was Dot maintained. However, 
arrangements are being made with the distributors of all products that this 
information is furnished in future. 

5.91. The Committee note that against the total reqairement of photo-
papbk products, in 1972-73 the undertaking's &bare In the Calle 01 doe 
positive is 68 per cent, Medical X-ray-54 per cent and photographic 
paper 22 per cent. The Committee also find that the sale 01 cine posltlnl 
Bromide paper including all photographic paper have not kept pace with 
prodnctloa. It has been explained that the quality 01 Bromide paper pro-
dneecl by the Company does not quite satisfy the market requirement. In 
regard to MeclIcal X-ray, the clHlic:ulty was due to larger avallahility of im-
ported X-Ray 1Ums. 
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5.92. The Committee find that sale of cine positive and Medical X-Ray 

are made through Distributors while other photographic products are sold 
partly through distributors and partly through the undertaking's; own ofllct!l'i. 
Tbe Committee regret to note that no records are maintained to give the 
break-up of sales of Medical X-Ray and Bromide paper separately to the 
private parties and Government departments. The Committee also find 
that in the case of Cine Film Positive full commission is being paid from 
JUDe, 1971 even for sales to Government Department in view of the distrl· 
botors haviag agreed to the reduction of credit period from 90 days to 60 
days. 

5.93. So far as sales to Government Departments through distributors 
are concerned, the Committee have already made their observations else-
where in this report. The Committee see bardly any justification for rout-
ing the sales to Government Departments throuKh the distributors thus ~n­
tailing payment of avoidable commission. The Committee would like Gov· 
ernment to go into the matter earlier with a view to taking the conclusive 
action and ensure that sales in Government Departments are made directly 
by the Undertaking. 

5.94. ne Committee regret to Dote that because of heavy short faU In 
production, Government had to import Jumbo RoDs for conversion into 
medical X·ray films and for sale within the country. While the imports 
during 1967·68 to 1971-72 were of the order of 3.92 lakhs sq. metres for 
Rs. 107 lakhs the import during 1972·73 alone B.ccounted for 2.69 18khs 
sq. metres for Rs. 82 Iakhs which were almost three times the annual import 
in terms of quantity. This was stated to be due to production not going 
up in 1972·73 and production for 196' to 1972 remaining more or less 
stationery. The Committee need hardly stress that unless the undertaking 
steps up its production and improves the quality Government wiD have to 
go in for larger imports with an out.go of greater amount of fore~ ex· 
thange. 
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Jl'INANCIAL MA TTBRS 

A. Capital Structure 

6.1. The authorised capital of the Company as on 31-3-1973 was Rs. 63:l lakhs 
which has been fully subscribed and paid up by the Government of India. 

The Company had obtained from time to time unsecured loans from the Govern-
ment of India are as follows ;-

--_."._---

Capital expenditure 

Working capital . 

Reimbursement of cash losses 

Payment of instalments of Government. 
loans . . . . . . 

Payment of interest on Government loans 

TOTAL: 
Less; Conversion of Capital loans 

into equity shares 

Up to 1971-7:l 

715'17 

47'00 

368':l0 

6°7'78 

:lSI' 34 

1989'49 

(Ra. in lakhs) ----_. _._ .... -
1972-73 

47'00 

368'20 

933'88 

343'23 

24:l9'23 

5°'00· 

2379'23 

1973-74 
(Upto 

30-9- 1973) 

736'9:l 

47'00 

4SS'20 

968'91 

35°.36 

2S58'~9 

50 '00 ---
2s08'39 

The amounts outstanding towards principal and interest as on 31-3-72 and 31-3-73 
were 1389'02 and Rs. 1441'60 respectively. 

6.2. The undertaking paid penal interest amounting to Rs. 7.14 lakhs 
up to 31st March, 1972 (including Rs. 6.01 lakhs' forming part of the 
amount of Rs. 251.34 lakhs provided by Government in the shape of loan) 
on account of default in repayment of principal and payment of interest; 
in addition a further provision of Rs. 5.28 lakhs has been made in the 
accounts towards penal interest due up to 31st March, 1972. The main 
reasons for default in repaY!1lent of principal and payment of interest were 
the project over-run both in cost and time and the recurring losses suffered 
by the company. 

6.3. The undertaking provided penal interest amounting to Rs. 7.02 
lakhs upto 31st March, 1973 besides a provision of Rs. 7.13 lakhs lias been 
made in the accounts towards interest accrued and due. The latter amount 
has since been paid to Government by book adjustment. 

6.4. The undertaking has also entered into a deferred credit arrange-
ment with Messrs. Ferrania, Italy for the supply of X-ray jumbo TOnS. 

126 
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The balances outstanding on tbis account as on 31st March, 1972. 
31-3-1973 and 30-9-1973 were Rs. 44.03 lakhs, R~. 38.16 lakhs and 
Rs. 33.67 lakhs respectively. 

6.5. The Cash Credit limit obtained from State Bank of India against 
hypothecation of raw materials, semi-finished goods, stores and spares and 
book debts and guaranteed by the Government of India was Rs. 375 lakhs. 
The outstanding balances as on 31-3-1973 and 30-9-1973 were Rs. 404.14 
lakhs and Rs. 383.45 lakhs respectively. The amount outstanding on Bill 
Di!lcounting account as on 31-3-1973 and 30-9-1973 was Rs. 186.59 Jakh. 
and Rs. 144.97 lakbs. 

6.6. The debt equity ratio for the Company has gradually become 
unfavourable as indicated below:-

3ut March, 1969 I' 4S : I 

1970 1'76: I 

1971 1'96: 1 

1972 ~ . 2.' 46 : 1 

1973 2.'36 : 1 
----_._---

6.7. The accumulated loss of the Company upto 31-3-1973 was 
Rs. 1485.95 lakhs against the paid up capital of Rs. 632 lakhs i.e.~ about 
235.11 per cent of the equity capital. 

6.8. In August, 1971 the Board of Directors considered the reorganisa-
tion of· capital structure and authorised the Company to approach the 
Government for writing off the loans released in r~-imbursement of cash 
losses and for payment of interest charges. In October, 1971, however, 
the Management suggested deferment of the consideration of reorganisa-
tion of capital structure in view of the thinking of Government in the case 
of two other public sector undortakings (Heavy Electricals) India 
Limited and Heavy Engineering Corporation Ltd.) that moratorium on 
interest charges and write off of losses were prima facie nndersirable and 
that a reorganisation of capital structure like conversion of portion of 
loans into redeemable preference shares might be entertained by Govern-
ment more favourably if it was done after the break-even point was 
reached and not before. Accordingly, the Board of Directors decided in 
October, 1971 that it would be preferable to reconsider the question of 
reorganisation of the capital structure of the Company after some marc 
time when it attained a better financial ,position. 

6.9. The Management have stated (July, ]973) that the matter 
regarding waiver of interest on loans received up to 31st March, ] 973 on 
account of cash losses has since been taken up with Government. 
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6.10. The Committee pointed out that Rs. 51.141akhs was for payment 
of penal interest because of delay in repayment of loan. The Management 
explained that while it was possible to obtain fresh loans in time and 
avoid payment of penal interest. 

"There were some delays bOth on the part of Company in approach-
ing the Government for the fresh loans and for the Govern-
ment to grant them. We are making every endeavour to see 
that they do not recur". 

6.11. Asked about the precise delay on the part of the Company in 
approaching the Government for the grant of fresh loans and the time 
taken by Government to consider the request and grant fresh loan to the 
Company, the Ministry in a written reply stated that: 

"It has been explained by the Company that till the year 1968-69, 
they were not aware of the procedure to be followed in 
respect of repayment of Government loan instalments/payment 
of interest on Government loans in the absence of any internal 
resources available within the Company for such payments. 
Accordingly they did not approach the Government for making 
necessary provisions for the repayment of loan instalments 
(Principal) falling due during the year 1967-68 and also for 

the payment of interest due on Government loans during the 
year. It was only during the year 1968-69 when they came 
to know of the procedure to be followed, they requested the 
Government to make necessary provisions for the repayment 
of principal loan instalments including the defaulted instalments 
for· the year 1967-68. The sanction orders for the book 
adjustment of the Principal loan instalments and the interest 
on Government loans which fell due during the years 1967-68 
and 1968-69 were issued by the Government by the end of 
March, 1969. In view of the defaults in payment of Principal 
loan instalments and in the payment of interest on Govern-
ment loans during the years 1967-68 and 1968-69, the 
Company had to pay a penal interest of Rs. 6.01 lakhs. 
However, from the year 1969-70 onwards, the Company have 
been approaching the Government in time for making necessary 
provisions for the payment of Principal loan instalments and 
the interest amounts due on Government loans. 

The Company included proposals seeking provisiOIls for the grant 
of fresh loan in their Revised Estimates for 1968-69 submitted 
on 23-11-68. After examination of the proposal in this 
Ministry and in the Ministry of Finance the actual sanction 
releasing the funds was issued on 28-3-1969." 
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6.12. Asked about the position rega:'uing reorganisation of the capital 
,lrUClure of the Company, the representative of the Ministry stated durin, 
evidence that-

''The Company has really not approached us with complete details; 
but had approached Us on the question of waiver of interest 
on loans. The Government have not agree"d to it upto 31 st 
March, 1973, but agreed thnt the company may be granted 
moratorium. So far as the the restructuring of the capital it 
concerned. This is not the only company involved. There 
are various proposals of writing down capital loans which are 
being processed in the Finance Ministry. I think that they 
feel that we should not go in for complete re-structuring of 
capital loans in this manner just like writing off of .1 part of 
equity or, capital loans; but assistances like moratorium on 
interest etc. for a comparatively long period of say, 3 yean; 
or more. would certainly help a particular lIndertaking to 
better utilize its resource position when it is given to under-
takings like the HElL." 

6.13. The Committee note that the cumulative Joss suffered by the 
undertaking till the end of 3ht March, 1"3 was of the order of Rs. 14.8" 
crores as against the paid up capital of Rs. 6.32 crores i.e. about 23S per 
cent of the equity capital aod that there has been default in repayment of 
loans taken by it from lie Government of India for fin_clng its expendi-
ture. 'Ibe Committee note from the capital structure of the Un~ 
that the debt equity ratio ba.'i been gradually becoming unfavourable. WIiJIe 
the ratio was 1.45 : I on 31st March, 1969, the position on 31st Mart:h, 
1973 was stated to be 2.36:1.E. The Committee understand that the ques-
tion regarding the re-organisation of the capital structure of cel1aln otMr 
public undertakinJ!s like He.avy FJectricals (India) Ltd. and wmer of 
interest on loans want~d un accoont of casb losses incurred by the under-
takings are under the ('onsideration of the Government of India. 'f'he" 
Committee desire I:UJt 8 decision in this reaard should he taken expeditioal-
Iy. The CommiUee need hardly stress that the real solution lieR DOt tI8 

modi in the reorgani~ation of the capital but in the full utilis.. of die 
capacity and reduction. jf not eUmi ... tion. of the rejedioM. 

-'93 L5-lO. 
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C. Workillg Results 

6.15. The Company started the commercial production of its firllt 
product viz., Cine Film Positive in June, 1967 and gradually undertook 
the production of other items in later years. It has been incurring losses 
from inception and the cumulative loss as on 31 st Maorch, 1972 amounted 
to Rs. 1,188.6 I lakhs which works out to about 204 per cent of the paid-
up capital of Rs. 582 lakhs. It was Rs. 1485.95 lakhs again.~t the paid-up 
capital of Rs. 632 lakhs i.e., about 235.11 per cent of the equity capital 
as on 31-3-1973. 

6.16. The Management have attributed the unfavourable working 
re!ults to the following reasons:-

(i) Release of funds by Govcrnm~nt in the form of loans even 
before the commencement of production. As a result, interest 
had to be paid from the very start of production even though 
the build-up of full production was envisaged in the Detailed 
Project Report during a period of 5 years. 

(ii) Depreciation rates for plant and machinery had to be fixed 
high on account of rapid change in technology in the industry. 

(iii) Under-utilisation of equipment during the period of build-up 
of production as the entir~ equipment not only for the products 
envisaged in the Detailed Project Report but also for those to 
be developed in future had to be installed in the very 
beginning. 

(iv) Plant and equipment underwent many break-downs and set-
backs during the commissioning stage apart fl'om being the 
result of a somewhat chequered design carrier. 

(v) The Company had to embark on import substitution almost 
from the beginning when the collaborators had barely demons-
trated the capacity of the equipment for the JUse of imported· 
caw materials. 

(vi) On account of competition in the market the selling prices 
of the product could not he fully adjusted to the cost of 
production. 

~.17. In regard to heavy losses incurred since inception, the HPF in 
written note stated that the losses of the Company were attributable to:-

"(i) Low utilisation of capacit)': 

One of the major factors which had an impact on the progress of the 
Company so far is the non-utilisation of optimum capacity. 
UtiHsation of capacity was only of the order of 36 per cent 
ia I tJ70. and fluctuated between 45 to SO per cent since tben. 
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(it) SItort r~"""Y of (1I'iC~3: 

As HPF could not meet the entire requirement of the couatry. 
imports had to be allowed. Consequently, the selling prices bad 
to be related to those of the imported braa4s without tully 
recov~ the cost of production, in spite of the wide dis-
parity. in prices of raw materials. 

(iii) Exc~ss Scrap: 

The level of rejections in production was high resultiDg in beavy lOSseB. 

(iv) Low recov~r)' of waste material: 

One of the reasons which contributed to the losses was the compara-
tively low recovery of waste materials like 901vents in t'&e Film Baae 
Department and silver from sludge. This includes excessive process losses 
of silver. 

(v) Heavy Inter~st Burden: 

The Cornp8Dy has a low equity base and very beavy burden of loans. 
Even before the commencement of production, part of the funds were" 
released by Government in the form of loan, as a result intecest had to be 
paid from the very start of production even though the boUd-up of pr0-
duction was envisaged over a period of 5 years." 

6.18. In this connection, the Special Secretary, of the Ministry of 
Industrial Development stated during evidence that:-

"There have been several reasons for such heavy losses. The fir5t 
was the low utilisation of capacity; the second was the erratic 
production both quantitatively and qualitatively; the third was 
too much rejection and excess of scrap, the fourth was low 
recovery of waste material; the fifth was that, as the capacity 
was not utilised to the full, the prices charged were not Jiving 
as good return to the company as they would have done if 
the capacity had been utilised to the full because it would have 
been spread over a bigger volume of production, aDd because 
of the smaller volume of production the cost of production 
was higher than the price that could be recovered; the last 
one which is actually the result and not the caU8e-W8S heavy 
investment because the losses had to be made up by giving 
fortJaer loans and the interest kept on accumulatinp:, thereby 
adding to the lones·" 
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6.19. The Committee pointed out that the main r~aaoo.a is perbapl the 

management inefticiency. In reply the representative of the Ministry stated 
that:-

"Tbclie tbiDgJ may quite likely be due to management inefticiency 
alIo, because of good Management would naturally have spotted 
the shortcomings and taken remedial action. I agree that 
Management cfticiency comes in first because everywbere there 
would be teething troubles-some major and some minor-and 
whether they are major or minor, the defects would have to be 
located aDd remedial action would have to be taken; that goes 
without saying." 

6.20. The Special Secretary of the Ministry fully agreed with the 
opinion of the Committee that 'it is only with the efltcient and better 
management that the losses could be reduced and stated during evidence 
that-"unIess the management is vigilant and alert and unless the manage-
ment tackles its particular prOblems-whether technological or managerial 
problems--in the right manner, it cannot wipe out the loss. It is really the-
job of the management to take remedial steps and what the Government can 
do is to help the Company by way of changing the management and giving 
responsibilities to the new management. In this particular case, I do not 
'mind saying it that we have changed the management aDd We have given 
them responsibilities and dutics and we do hope that with the present 
change, we will be able to tackle the various technological and managerial 
problem and we will be able to get rid of the deficiencies and the defects. 
I need not go into the details of the particular steps the management is 
taking. We hope that the Company can produce according to the targets 
fixed for 1974-75, but certainly the question of wiping out the earlier 
losses and all that would come up later. At least for the current produc-
tion after meeting all the costs both variable and fixed and taking care of 
the interest on depreciation and keeping a little reserve, let U9 hope the 
company can give to the Government some dividend. Once they reach that 
stage, then We can think in terms of further improvement. But 1974-75 
will be the crucial year because if they are able to reach the targeted pro-
duction. we have every hope, We will be able to break even." 

6.21. Regretting that the unfavourable factors given at items (i), (ii) 
and )iii) of paragraph 6.16 had not been taken into consideration at the 
time of preparing the Feasibility Report for the project, the Ministry of 
IndUltrial Development in a written reply stated that-

"Oovernment are satisfied with the reasons advanced by the Com-
pany for its unfavourable working results." 
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6.22. The following table indicates the operation .. I results of the Com-
pany (value of production, contributed value. conversion expenditure and 
loss) during the ,last six years:-

CR •. in lakhs) 
,-----, 

J967-68 1968-69 t9~70 1970-71 1911-72 1972-73 

(i) Salea (less 
mission), 

com- 88'63 228'38 372'12 365'71 436 '36 529'[7 

(ii) Closing 'tock of 
fini,hed IOOds and 
wortinB proCCSft, 

134' 57 [35' 79 154' 60 248'30 212'11 338 - 90 

(iii) OpeninS atock of IR'63 134' 57 135'19 154'60 248' 30 272' 71 
flnitlhed jOods and 
working proce~s, 

(iv) Val~e of produc- 204' '51 229'60 390'93 459'41 460'77 595' 36 
tion. 

(v) Less Excise duty 0' 59 9'''9 6'83 7'17 10'29 

(vi) Net value of 
production, 

204' 57 229'01 31<1'24 452'S8 4S3' 6o S8S'07 

(vii) C;)nsut1l,Ption of 154,99 191'61 :80'oR 363'06 337'70 462' 28 
raw-mtterials, 

(viii) C,mtribureJ value 49' Sll 37,40 101' J 6 89' 51, 125'90 Ill' 79 

.(Ix) Conversion ex-
penditure : 

(a)Sl1aries, Allo- 44'25 '54'SO 69'27 tII'4'5 lOJ' 7\1 Jf~'03 

wanccs. Bonus, 
Gratuity and other 
Employeefi bene-
fttB, 

(b) Electricity 12'30 II '42 12' 36 f3'SS 1S'2'S 18'39 
Cha!F6, 

(c) Administrative 
, and other ex-

30'74 '5039 7S'18 67'30 7O'IJ4 penses 19'19 

(d) Intere8t 43'73 63'44 74'80 97' 35 II6' 77 J40'13 

(e) Depreciation 15'49 76.32 77'03 77'13 15'go 76'35 
t 

(f) Social o~rhead' 
cxpendit\1,l'e (net) 9'2.5 12' 57 12.'90 14'04 u'8) 9:1° 

(g) Miscdlaneo1l,s 
, (net), ' (~)4'39 ,-)1' 17 S'3S 2.1' 97 1'07 (+ )JO'91 

199'~ 24J,jb 305'10 388'67 390'81 
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(Rs, in iuhs) 

-_ .... ,_·u.o' __ . -- ... ..... -.-- .-... _._ ... --.-.~- .. -- -- --- - ... ----
1967-68 11)68-69 1969-70 1970-7 1 1971-72 I9"J~-73 

----
(x) L'HS (ix-viii) 151 34 20 4'4" 20 3'94 299' 15 ~64'98 "1;97'3<4 

(xi) pcrcentaJc of : 
(I) CJntrlbqted 

value to value 
of production 24'2 16'4 26'S 19"8 21'11 20' S 

(b) C:>nvenion 
expendl~ 
to contribll-
buted voduc 4°3':1 64-5' 5 )0..'6 434' l 3 10 '4 34S' 2 

(c) C>nsumption 
of raw mate-
rial, to value 
of prodw:tion 75'7 !H'6 7&'5 110'2 72'2 77' 7 

--.. --.. ~- -- -.. "---_.'-_._---._-- .'.-._- - - ---._-_.,.-

6.23, It will be seen that while the value· of production in aU the years 
fuUy covered the cost of direct materials aDd direct wages ( excepting 
1968-69) the extent of coverage of other expenditure differed from yC8l' 
to year. It will also be seen that the consumption of raw materials, 
accounted for a major portion of the value of production Hod gradually. 
decreased from 83,6 per cent in t 968-69 to 72,2 per cent in 197 t -72 (with 
a set-back io 1970-71) 00 account of reduction in the wastage and scrap 
arisings. The extent of actual material content in the value of production 
of the three important product!' viz, One Fikn Positive, Meclkal Xwray 
Film and Bromide Paper is compared below with the aSllUmptiOfts made io 
the Detailed Project Report:-

--~----------------
(Perc~ntage "f' actU'I1 tn'terid content value of prodw;tion) 

A~ per ----------- ----,------
DPR 1967-68 19611-69 1969-70 1910-71 1971-72 1972-73 1913-14 

upto 
~13 

----------------------
eiae FUm 

P.)Sitiw 37'09 NA 64'00 72'60 66' 10 7J '1O ~s· 2:.l 69·g 

Medical X-R'lv 
Film. . 47'69 NA 47'60 71' 30 1030' So 81'10 77'+5 83'S 

BrOmide P~c:r 43'07 l-IA 56'3° 61'80 53'20 ~:.l'OO S4'S! 64'0 
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Th: tr~nd, of some of the important items ar conversion expenditure during the 

last fiv~ yearb is indicated below -

(Rs. in lakhs) 

1968-69 1969-70 197~71 1971-72 1972-13 

81l1ries and allowances 54' 50 69'27 88'45 101'18 IIS'03 
Insurance 6'90 8'15 10'95 9'46 8'41 
Repairs and maintenance 3'60 6'75 13'22 13'74 19'09 
Technical fee to collaborators 9'03 17'9S 21'47 1'04 

6.24. The Management have attributed the increase in these cases to 
the following factors:-

(i) Salaries aDd allowances: Gradual increase in the number of 
staff, grant of interim relief, payment of anears as per NPC 
wage structwre and provision for bonus during 1970-71 in-
crease in the minimum bonus and contribution to provident 
fund during 1971-72. 

(ii) Insurance: Increase in the value of stock holding during 
1969-70 and increase in premium rates during 1970-71. 

(iii) Repairs and maintenance: Plant shut-down for maintenance 
and machinery overhaul in all production departments for the 
first time in 1970-71 after start of production. 

(iv) Technical fee to collaborators: Calculation of income tax on 
technical fee at 70 per cent during 1970-71 as compared with 
50 per cent in the previous· year and increase in sales during 
1971-72 resulting in the payment of higher fees. 

6.25. The reason for the increase in expenditure in 1972-7-3 under the 
head "Salaries and allowance" and "Repairs and Maintenance" are due 
to:-.-

(i) Salaries and Allowances: -Consequent on the agreement 
reached with the Union on the question of D.A. and pay pro-
tection, increased expenditure on D,A. and pay protection had 
been incurred. 

,(ii) Repairs and Maintenances:-Major repairs have to be incurred 
for the boilers besides the increased upkeep and maintenance 
of the machinery consequent onagein~ of such machines. 

593 LS-11. 
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Besides the above, the following two important extraneous factors have 

occurred: 
0) A net deficit of 6,772 kgs. of silver valued at Rs. 37.52 lakhs 

has been treated as loss and bas been written oft in the accounts. 

(ii) Based on the recommendations of tbe sub-committee appointed 
by the Board for the disposition of sub-standard and def~ctive 
materials a provision of Rs. 23.50 lakhs has been mad~ 1n the 
accounts. 

6.26. As already mentioned. major portion of the total production is 
contributed by the three products viz. Cine Film Positive, Medical X-ray 
Film and Bromide Paper. 

6.27. It will also be seen from para 10.01 of A.R. that while the Com-
pall'Y was losing in the production and sale of Cine Film Positive and 
Medical X-ray Film, it was making profit in Bromid·e Paper in 1971-72. 
Tb~ contribution made by each of these items of pr~ts to the total loss 
of the Company during 1971-72 and 1972-73 is given below:-

Products 

I. Cirie Film Positive 

1. Medical X-Ray Film 

3. Bromide Pap~r (including all photographic paper) 

4. Total 

5. Total loss of the Comp;my 

6. Percent~ie of 4 to S 

(Rs. in lakhs) 

1911-12 1912-73 

(-)154'36 (-)118'95 

(-)85'64 (-)81'37 

(-I )7' 50 

(-)232' SO (-)206' 60 

(-)264'98 (-)297'34 

81'74 69'48 

NOTa: Similar information for earlier years cannot be aiven as the actual cost of production 
of the products W.18 not being worked (lut by the Company. 

6.28. The Ministry in a written note after evidence stated that the 
following measures have been taken by the Company to make it economi-
cally viable:-

0) Maximum utilisation of capacity: 

To improve the machine utilisation, all the base casting machines 
were modified for utilisation of indi.genous Cellulose Triacetate. The Com-
panyis now thus poised for optimum utilisation of capacity. During the 
year 1973-74 the Company were affected by the poW&-cut imposed by the 
Tamil Nadu Electricity Board and the critical position of an impertaRt raw 
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material-Mathyleae Chloride. These problems have since heen got over 
and the Company is now in a position to utilise its capacity t(,l the fuUest 
extent. 

(ii) Jumbo Roll Conversion Programme: 

To improve machine utilisaiioo, theCo:npany has also gone in for a 
Jumbo Roll Conversion Programme for X-ray films, roll films and colour 
;ositive films and with the full implementatioa of thil programme, the rate 
of machine utilisation will improve considerably. It has been decided that 
as. a policy, the cine colour film, roll film, graphic arts film and X-ray film 
to supplement the Company's own production should be -improved in Jumbo 
rolls forconversioD at HPF plant in view of tb~ considerable savings in 
f.oreiga exchange that would result therefrom for the country and it would 
also enable the company to utilise its fini9hing capacity to the fullest ex-
tCDtand also make a base. line for manufactll('c of a wide range of products. 
Agreements have been concluded by the Company with OR WO of GDR 
for the supply of X-ray film, roll film and colour film in Jumbo form for 
the next 3 years for conversion at HPF. 

(iii) Reduction in scrap levels: 

A nwnber of steps were taken by the Company to bring down the re-
jection levels, h1ce improvements to the equipment and process, additional 
instrumentation and control facilities. The Statistical Quality Control Unit 
of the Indian StatistkaI Institute have been engaged on a special assignment 
to establish process controls at all important operations with quicker feed-
back on scrap and causes thereof for timely remedial action. A com-
mittee has been set up to formulate realistic product and process specifica-
tions. 

(iv) Adoptl'on qj realistic pricing policy: 

All these years HPFs prices had to be matched with the prices of 
imported competitive brands with no relevance to cost production. Some 
of the raw materials which HPF procure are 3-4 times higher in cost wheD 
compared to the prices at which they are available to foreign manufac-
turers. Even though it is the company's desire to merchandise photo sen-
sitized goods at reasonable prices to give the best value of money spent by 
the consumers, the prices should have relation to the raw material, labour 
and manufacturing costs. The Company is now in the process of rationa-
lising its prices with a view to l'ecover the full cost of production. 

(v) Adoption of a stuitable industrial relatiorL.f policy: 

Labour unrest has a1Hicted this industry over the last several years with 
periodic losses in production. An agreement has been concluded with all 
the laboll(' unions in satisfactory settlement of most of the pending issues. 
A grievance procedUl'e and Employee Suggestion. Scheme were also imple-
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mented. Active stePs are being taken to impart training to all layers of 
~orkers and upgrade the skills of supervisors." 

D. Profitability Analysis 

6.29. According to the Detailed Project Report (which did not con-
Jin the profitability analysis), the Company was expected to achieve full 

production (prior to the revision of product~mix in a period of 5 years from 
the date of the commencement of production i.e., by the end of 1971-72. 

In September, 1966 the Company p~pared a tentative forecast for 5 years 
from 1966-67 to 1970-71 according to which full production was to be 
achieved from 1969-70. This forecast was revised in August, 1968 after 
taking into account the results of market survey conducted by the Market-
ing Research Corporation of India in 1966 and ,the market assessment 
made by the Raw Film Advisory Committee in 1967; according to the 
revised forecast the Company was expected to make a profit from'·1970-71 
and achieve full production from 1971-72. 

In the light of the problems encountered during 1967-68 and 1968-69 
the Management prepared a revised forecast for 7 years from 1969-70 to 
1975-76 according to which the Company was .e:ltpected to make profit 
from 1971-72 and attain full production from 1972.73. One of the 
assumptions made in this forecast was that the consumption of raw materials 
per unit of different finished products would be on the same scale as for 
1971-72. The details of the forecast are given below:-
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6.32. It will be seen that the main reasons for increased losses duriDi 

1970-71 and 1971-72 as compared with the forecasts were the low pro-
duction and excess consumption of materials which in turn was mainly aD 
account of heavy rejections. 

The HPF stated in this connection that-

"During 1972-73 the actual production was 2.93 M.Sq.m. valued 
at Rs. 566.85 lakhs against th~ forecast of 6.15 M.Sq.m. 
valued at Rs. 1531.60 lakhs envisaged in November, 1970. A 
revised five year forecast was prepared in April, 1973 ae<:ord-
jng to which we will achieve a production of 5.00 M.Sq.m. in 
1973-74 and will break-even. However, due to circumstances 
beyond the control of the company such as power cut, short-
age of major raw material (Methylene Chloride and Methanol) 
we were not so far able to achieve the targeted levels." 

6.33 The Committee regret to note that the undertaking has been in-
curring losses right from inception and the loss has increased from 
Rs. 204.42 lakhs in 1968-69 to Rs. 297.34 lakhs in 1972-73; the eumula· 
tive loss as on 3]-3-1973 was Rs. ]4.86 crores against the paid up capital 
of Rs. 6.32 crores i.e. about 235 per cent of the equity capital. 

6.34. The Committee find that low utilisation of capacity J erratic pro· 
duction both qualitatively and quantitatively, excessive rejections, excess 
of scrap, excess consumption of materials, low recovery of silver Rnd sol· 
vents have mainly contributed to tbe loss. Besides the loss on account of 
silver to the extent of Rs. 22 lakhs in 1971-72, the contributionlD8de by 
the products to the total loss in 1971-72 was to the extent of Rs. 154 Iakhs 
by cine film positive, Rs. 85 lakhs by medical X-my film and a small profit 
of Rs. 7.5 lakhs by bromide paper. Tbe contribution towards loss dnring 
1972-73 was about 119 lakhs under Cine Film, Rs. 81 laklts under Medical 
X-ray aDd Rs. 6 lakhs on account of Brolntde paper, and the loss on ac· 
count of sUver W88 to the extent of Rs. 38 lakhs. 

6.35. The Conunittee find that "hUe the vaiue of production in aU the 
yean fully covered tbe cost of direct materials and direct wages excepting 
1968-69 the extent of coverage of other expenditure varied from year to 
year. It is surprising that though Govemment and Management were In 
the know of losses no effective action bas been taken to arrest the losses. 
It has been admitted by the representative of the Ministry that it is only 
with efficient and better management that the losses could be reduced. 
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6 . .36. The Committee note that the DPR did Dot ceRtain the profltabl--. 

Iffy analysis. In September, 1966, the Company prepared a tentatil'e fore-
cast which was revised in August, 1968. In the light of problems ealOun-
tered, another revised forecast was prepared for 7 years from 1969.70 
to 1975-76 which was updated in November, 1970. The actual perform-
ance of the Company during 1969-70 to 1972-73 did not, however, came 
up-to the level expected in these forecasts. 

6.37. The Committee were informed that the ~anagement has siRc:1.' 
initiated certain measures to improve the working of the undertaking like 
maximum utilisation of capacity Jumbo Roll convel'!lion programme for 
X.ray films, ron films and colour films. reduction in scrap levels, additio-
nal coatrol facilities, adoption of realistic pricing policy and adoption of 
suitable industrial relations. 

6.38. The Committee feel that unless concerted measures are takeD to 
step up quality production by reduclnll: rejections. ecoDomising in COD sump-
tion of materials, adopting cost reduction methods and rationalisiq It. 
programmes of production and distribution consistent with market demands, 
the financial viability would seem to be far remote thus entailing greater 
volume of imports coupled with increa.~ed outgo of foreign exchange. 

E. Costing System 

6.39. The Company follows the system of proce~s costing. There are 
four processes involved in the nr('ldllction of each of the products viz. ba .. 
casting, substrating coating and conversion and packing. 

The commercial production of the first product viz. Cine Film Positive 
commenced in June, 1967. Upto the end of December, 1968 the Com-
pany prepared monthly cost state:nents indicating full cost of each pro-
duct showing inta alia ihe din'ct material cost, direct wage.s and o"cr-
heads. From January, 1969 onwards the monthly presentation was chang· 
ed so as to indicate only the material cost and the. contribution made by 
each product. This system was followed up to March. 1971. In addi-
tion. statements of full cost were prepared on half yearly basis for 1969-70 
and yearly basis for 1970-71 (for the period up to February, 1971 only) 
aJlocatiDg the c.'Vcrheads of the basis of rated capacity. 

6.40. The Management have stated (September, 1973) that" .... This 
system was followed mainly 'Nlth a view to focus attention on the main 
item of cost namely, direct lllate~iaI cost which constitutes roughly 70 per 
cent of the total cost. Further. the overheads being mostly fixed of which 
interest and depreciation alone: c0n~titute a major portion. are not of a 
controUable' nature. It was felt that such direct cost analysis will clearly 
show the plant performance on the material front wbile if a total cost 
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statement is worked out, which would include allocations of fixed ~cr­
heads on various basis, the cost thus presented misht obscure the perform-
anee of the Company with regard to materials." 

6.41. A costing manual was issued and a revised system of costing was 
introduced with effect from April, 1971 so as to compile the total cost of 
each product. According to the costing system presently followed, the 
costs are col1ected under the headings "material, labour and overheads". 
The raw materials are issued at standard prices and are al10cated to vari-
ous products on the basis of mateiial content in the raw base and price 
variations, if any, are adjusted at the end of the year. Labour and over-
heads are allocated initially to the various departments and then to the 
products on the basis of machine hour rate. Selling and distribution ex-
penses are allocated on the basis of value of sales. The standard costing 
system was introduced from lst April, 1973. 

6.42. Asked as to how in the absence of actual cost of production havin& 
been worked out prior to 1970-71 control on cost was exercised the HPF 
stated that-''The total cost of production prior to 1970-71 product-wise 
has not been worked out since the Company was adopting the margittal 
costing system, by which control was exercised on the major elements of 
cost, namely, material, which constituted more than 70 per cent of the total 
cost. Since the remaining costs are more or less fixed, it was not consi-
dered necessary at that time to work out the total cost of production by 
allocating overheads to each product." 

6.43. In this connection, the Ministry in a written reply stated that--
"Government feel that this was not the best method of determining and 
regulating costs." 

6.44. The Company have been fixing the 'selling prices of one of their 
products, namely, Bromide Paper with reference'to the prices fixed by their 
competitors. In regard to Cine Positive, Cine Sound, X-ray and Roll Film 
where imports were simultaneously taking place, they have been fixing the 
pricer(with reference to the prices at which the imported brands were being 
sold by their competitors." 

AJlalysis 01 Costs 
6.45. The Detailed Project Report submitted by the collaborators in 

June, 1961 indicated the estimated cost of production for each product. 
As, however, the Company was not compiling the actual cost of produc-
tion for each product during 1968-69 to 1970-71, a comparison between 
the cost of .production indicated in the Detailed Project Report and the 
actual cost of production was not possible. 

6.46. The Management have stated (September, 1971) that as the entire 
manufacturing 'technology and the product-mix have been changed, a com-
parison of the actual costs witll those indicated in the Project Report -was 
not possible. 
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fj.47. In this connection. in a written note HPF informed the Commit-
tee that-"Since we have not' achieved stabiHty in production and the cost 
~f pr~uction was fluctuating, we could only compare our cost of produc-
tion WIth the averages of the previous periods to effect control.' The bud-
geted costs were not worked out as Standard Costing System was not in 
vogue at that time." 

6.48. The following table indicates the actual cost of production for 
each product and the estimated cost as indicated 'in the Detailed Project 
Report for the years 1971-72 to 1973-74 (upto 30-~73)-

Product Unit Cost of 
production 

Actual coat of production. 

8S perDPR 
(Rs.) 1911-r ( s) 

1972-73 ~lJ,~74 pto 
30 -9-13) 

I. Cine Film Positive Per roll 61'00 268'26 ~So' 91 384'34 

2. Cine Film Neldive po!r roll 1S'00 No. production No F-
ducuon 

3. RoUFilm per roll 0'75 Not worked out Do. 
due to insiiOi-' 
fic:ant prodlldtion. 

4· X-l'IIyFilm per sq.m. 16'00 6z'Sz S5'3 I 67'60 

S· Sheet Film per sq. m. Jl'oo No production Noero-
dlldt on. 

6. Paper per sq.m. 4'40 II'35 U'2S 13'63 
-... ~,-.-. _.- -'-~- .. ---. --_ .. _---- ._--_. ---_._._ .... _-----

6.49. The reasons for variations in the cost of production have ndfbeen 
analysed by the Management. 

6,50. The increase in cost of production during 1973-74 iC due to the 
power cut imposed by Government of Tamil Nadu till July. 1973 and the 
increase in wastage levels in the Base Casting Department due to freq~nt 
stoppages on account of short supply of methylene chloride, 

6.51. The Company did not work out. the budgeted cost of each item 
of products (up to 1972-73) and therefore, the comparison of actual cost 
with budgeted cost cannot be made. 

6.52. The Management have stated (July, 1973) as follows:-
1 , , ...... the cost of production indicated in the Detailed Project Re-

port is no guide since the raw material cost taken at French 
price plus 15 per cent is totally inaccurate. The Indianpdces 
of the raw materials are three times higher than the French 
price. Besides, the interest charged to pr~uct as per Detailed 
Project Report calculation is very much on the low side. Pre-
sumably, interest on working capital only were taken as against 
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the hea." interest liability of the Company on capital loans 
from the Government. Lastly, the overhead expenses on 
Accounts, Administration etc. were not allocated to the pro-
ducts as per Detailed Project Report calculation. Under 
these circumstances to compare the actual cost of production 
with Detailed Project Report cost of production will be mis-
Jeading and will not be a proper guide, in our opinion ...... " 

6.53. The Committee note that though the undertaking went into com-
mercial production in June, 1967, only monthly statements of costs were 
prepared tiD December, 1968. From January, 1969, the system of margi-
nal costina was adopted by which control of cost was exercised on tbe maio 
element of COlt mpnely material wblcb constituted 70 per cent of the costs 
aad not on the total cost of production, with the result that Il comparison 
with the cost of production in the DPR was not possible. A costing manual 
was inued and a revued costing system was introduced in April, 1971 80 
u to compile the total COlit of each product under the headings labour, 
materials IIDd overheads. The contention of the Management was that the 
cost in the DPR could not be taken as guide since the manufacturing tecb-
nology and preduct-mix bave been cbanged. The Ministry bave admitted 
that this . was not the best metJiod of determining and regulating costs. 

6.54. The Committee feel tbat at least the budgeted costs should bave 
been worked out so tbat the management may have a yard-stick (or assess--
inc the rel80nableness of costs and to exercise control thereon. 

6.S5. The Committee (eel perturbed to note the absence of a p.·oper 
.yskm of cost control whicb bas in a measure contributed to the loss ill-
curred by the undertaking. 

6.56. The Committee find that standard costing system has been intro-
duced In April, 1973. Tbe COlDDlittee feel that now at least with tbe in*,o-
duction of standard costing system, it sbould be po¥ible for the Manage-
ment to work out the cost of the . products at each stage of the process, 
analyse the cost and bring to the notice of the top management variance 
... Iysis to euable tbem to take suitable corrective action in time. 

F. Delay in Claiming the Refund of Customs Duty 

6.S7. Article V(5) of the agreement with collaborators provided that 
any unusual tools, instruments and equipment specially rl!quired for the 
'erection of any particular item of machinery would be procured a~d 
brought to site by the collaborators at their cost but the customs duty In 
respect thereof would be paid by the Company. The customs duty was 
refUMlable if the tools and equipment were re-exported hy the collaborn-
tou within a stipulated time limit. 



6.58. The Company paid a sum of Rs. 56,302 towards customs duty 
on the tools and equipment brought by the collaborators for the erection 
of plant and machinery. Because of non-availability of delai1~ regardini 
re~xport of these tools and equipment, the Company could not claim the 
refund of customs duty amounting to Rs. 51,565. 

6.59. The HPF in a written reply conceded the lapse on their part for 
hot keeping the details of re-export of tools and equipment. 

6·60. In a subsequent note the HPF stated that the Collaborators sup-
plied a list· of erection tools, which were likely to be re-exported. 

6.61. The Committee note that according to the tenus of agreement 
'with the collaborators customs duty for any uDusuai tools, instruments, etc. 
specially procured for erection and brought to the site by the coJlabonton 
would be paid by the undertaking. The duty would be refllDded if the 
tools and equlpmeBts were re-exported by the collaborators within a specific 
time. The Committee regret to note the undertaking has to incur a los. 
of RB. !1,!65 as it could not claim refund of custom duty in the abseace 
of details of re-export of tools aDd eqnipmeat by the collabonton. The 
Undertaking had conceded the lapse on their part for.ot keeping the 
details. The Committee recommended that Government/Undertaking 
should fix responsibility for the lapse with ~ view to taking departmtntal 
action. 

G. Foreign exchange savings 
6.62. The net approximate saving indicated by the ManagenJent in terms 

of foreign exchange as a result of the items manufatcured by the Company 
from its very inception up to 31 st March, 1973 is shown belcw:-

_. --------_ .. _-----
ExPenditure in foreign exchange 

1. C-lst of imported raw materials (excllld-
inK iwnbo roll,) cORsumed. 

12. Value of imported X-ray jumbo roolls 
consumed 

3. Depreciation on imported ruchines • 

4. Technical fee paid 

s. Net savings in foreiin exchange • 

188'57 

275'045 

049.048 

478'91 

1261· 19 

(Rs. in lakhs) 

Biminp 

CIF nlue of 
imports corres-
p'lndinS to the 
Company's pro-
duction. 1267' 19 

1267' I' 
NOTE: --The effect of creation ofa selfrelianr pr,lduction capacity is not howevt'T, 

capable of evaluation in precise monetary terms, 
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PURCHASE PROCEDURE AND INVENTORY CONTROL 

A. Pnrthase procedure 

7.1. According to the procedure formulated by the Company in 1967 
for the purchase of raw materials and other stores, proprietary items or 
items of particular 'brand' are purchased on the basis of quotations obtained 
from the suppliers of that particular brand. As far as pos:iible such sup-
plies are p~hased directly from the manufacturer or their authorised dis-
tributors/agents after getting a quotation from them. As regards oiliar 
items, quotations are invited from at least eight. suppliers on the approved 
list maintained by the Company. Purchases on the basis of .open teaders 
are made only in cx.ception?J cases after obtaining the specific orders of 
the Managing Director. To the extent possible, articles arc purdlased 
through the Director General of Supplies and Disposals or by placing 
orden on D.G.S.&D. rate contract holders. 

7.2. The following table ·indicates the number of purchase orders of 
more than Rs. 10,000 each placed by the Company and their value during 
the five years ended 31st March, 1973:-
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It will be seen that none of the purchase orders was placed on the 
basis of open tenders. In some cases even nonproprietary items were pur-
chased on the basis of single tender enquiries. 

7.3. The Ministry have stated (July, 1973) as follows:-

"The major raw materials required for production of rums arc 
cellulose triacetate, methylene cbloride,methElDol, acetone, silver, 
etc. and these constitute about 70 per cent of the total require-
ment of materials. The above materials are purchased from 
single sources of supply to whom industrial licences for 
manufacture have been issued by Government of India. These 
materials together with the items that 'are presently being impOrt-
ed, such as triphynyl phosphate, gelatines of various grades, 
mucochloric acid, baryta coated paper, yeIlow interleaving 

paper etc. constitute about 90 per cent of our total require-
ment. The other materials for which the procedure regarding 
tender is applied, is therefore, not very significant ...... Since 
the materials purcheased are of very stringent specifications in-
volving testing of samples at various stages before bulk supplies 
are accepted and many of these items, particularly production 
raw materials, are to be specially manufactured to photographic 
grades which the Indian iQdustries are yet to get thoroughly 
familiarised. it is essential that supplies are drawn only from 
reliable suppliers who from our experience can give products 
which are uniformly consistent in quality. In view of the 
stringent specifications of the materials required for the 
manufacture of films, it has been prescribed by the Company 

that the normal mode of purchase of stores should be only 
through tenders received from approved suppliers and pur-
chase through advertised tender should be restored to in exeep-
tional cases where the details of any known suppliers nre Dot 
available with the Company." 

7.4. In reply to a question as to how the list of approved suppliers. is 
updated when open tenders are not invited in any case thereby debamng 
the new manufacturerslsuppliers getting the chance of offering their pro-
ducts and the justification for purchasing even non-proprietary items 
through single tender enquiries, the HPF. in a written note, stated, that-

''the ecomomic prices at which purchases are made are not 
necessarily through system of tendering. The list of potential 
tenderers is constantly reviewed and enquiries are made for 
supply of materials to our rigid specifications at economic 
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prices. For a manufacturing industry, time is as essential 
factor and as long as the most economical buy is made 
tendering need not necessarily be the only procedure through 

which such purchases have to be made." 
7.5. The Committee note that the Undertaking bas been purchasing its 

requirements of proprietary items or ifem8 of particular brand direct from 
the IDBuufactW'ers of the authorised distributors/Agents after getting a 
quotation 'rom them. 

Purchases OR the basis of open tenders are made only in exceptio'" 
cases after obtaining specific orders fOl',)1 the Managing Director. 

7.6. The Committee find that in respect of major purchase orders of value 
exceeding Rs. 10,000 placed by the Company during the five years 1968-69 
to 1972.73, none of the orders was placed on the basis of open tenders and 
even non-proprietary items were purcbased on single tender basis. 

7.7. The Committee have pointed out in a subsequent section of this 
Chapter how the procedure of SIngle Teader bas put the undertaking to • 
loss. 

7.S. WhDe the Committee can see some justification for adopting this 
procedure of single tender directly from Manufacturers or from authorised 
agents in regard to specialised' items with stringent ~ specl8catioDs induding 
impOrted items, the Committee faD to understand why open tenders sbonld 
not be invited at least in the case of balance of items which are not of a 
proprietary or specialised nature. The Committee recommend that die 
Undertaking should foDow the weD recognised procedure of making pur-
chases through open tenders in the Interelt of securiq the most compefl. 
tlve rates. 

Purchase of met",ylene ehlorlde 
7.9. In February, 1967, the Company placed an order on Mis. Vulcan 

Trading Company, USA for the purchase of 97.83 M. tons of methylene 
chloride at US $ 0.508 per lb. FOB, New York. The purchase was 
finalised on the basis of single tender for the foJ/owing reasons:-

(i) This was one of the major and important raw materials required 
for the photographic industry necessitating a high standard of 

• purity so as to meet the strict specifications. 

(ii) By the time, the Company got the import licence there was al-
ready a /!ood deal of urgency for the product. 

(iii) The material was scheduled to he manufactured by Mis. Mettur 
Otemical and Tndustrial Corporation in collaboration wah this 
foreign supplier. The Company was, therefore, anxious to llse, 

593 LS-13 
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as early as possible, a product as closely similar as possible to 
the one which would in future be supplied indigenously so that 
process could get attuned in advance to the material to be 
manufactltr~ at Mettur. 

7.10. Two months later, in April, 1967, the Co:npany invited tenders 
for the supply of 180 M. toDS of methylene chloride and placed an order 
on MIs. Allied Chemical Corporation, USA at the rate af US S 0.0985 per 
lb FAS, New York ignoring the other two lower quotations as the product 
of this firm appeared to be of pure grade and the other lower offers were 
for unacceptable technical grades. In this connection, the India Supply 
Mission, Washington through whom the purchase was made stated in 
April, 1967 that MIs. Vulcan Trading Company when contacted on phone, 
advised that they would be in a position to supply the material at $0.13 
per Ib FAS, New York. 

7.11. The product of Allied Chemical Corporation was accepted by the 
Company within a period 01 two months of the placement of the order on 
Mis. Vulcan Trading Company. On the basis of the rate obtained by in-
viting tenders, the extra expenditure incurred on the purchase of 97.8~ M. 
tons of methylene chloride in February, 1967 works out to R8. 84,599. 

7.12. While explaining the reason for placing another order within 2 
IBOIIths on a different supplier for the Methylene Chloride on the basis of 
open tenders, the HPF in a written reply stated that:-

"Purchase at a lower price from another vender, at a later date, 
does not imply that our first purchase price was high; how-
ever, this was necessitated due to our anxiety to buy the 
material from the collaborator of Mettur Chemicals who were 
setting up a manufacturing plant in India. This is the only 
explanation we can offer." 

7.13. Despite lower offer received from another tenderer after placing 
the order for the supply of Methylene Chloride it was admitted by HPF in 
a written note that no attempt was made for getting the price reduced from 
Mis. Vulcan Trading Company. 

7.14. In this connection the Ministry of Industrial Development stated 
in a written note that the Government was not satisfied with the justifica-
tion by the Management, the Company should have invited open tenders 
before placing an order on the U.S. Company in February, 1967. 
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7.15, It was also stated that Mis, Mettur Chemicals and Industrial 

Corporation Ltd" had be~n producing Methylene Chloride since September, 
1967 and the undertaking had been purchasing solely from them since that 

date, 

7,16, In regerd to the purchase of Methylene Chloride from sources 
other· than Mis, Mettur Chemicals and Industrial Corporation Ltd, and its 
use the HPF stated that:---o . 

"The material against order placed on Vulcan Trading was received 
at site in July 1967 and those placed on Allied Chemicals 
Coryoration was received in October, 1967," 

7,17, The details of quantities of Methylene Chloride received in 1967 
from the three firms were as under:-

Name of the S"ppliers When received Quantity received 

I, MIs, Vulcan Trading Co, USA, July, 1961 98 ' 5 tonne~, 

2. MIs. Allied Chemicals C:Jrporation Octobc-r, 1967 177'00 tonnes 

3. Mis. M :ttllr C'1emicals & Indu~trial Corporation December, 1967 182' 00 tonnes, 
Ltd. to March, 

1968. 

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

It was stated that all these materials had been used up in production 
without any difficulty, 

7,18. In a written note furnished after the evidence, the undertaking 
stated tOOt:-

"Methylene Chloride is one of raw materials· used in the manufac-
ture of film base for the supply of which we depend upon a 
single somce in the country, i,e, Mis. Mettur Chemical & In-
dustrial Corporation, Mettur Dam who obtain their require-
ments of raw material, namely. Methanol from Fertilizer Cor-
poration of India, As against our monthly minimum require-
ment of 1 SO tonnes of Methylene Chloride to ;,perate all the 
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six Base Machines, the actual receipts from January, 1973 to 
December, 1973 were as follows:-

1anQary'13 126 tonnes July '73 92 tonnes 

February 98 tonnes A'llust 109 tonnes 

March 6S tonnes September 7S tonaes 

April 6S lonnes October 138 tonnes 

May 70 tl'nnes November. 73 tonnes 

Jqne'13 6S tonnes December '73 72 tonnes.~. 

Against our requirements of 2000 tonnes for the period J anuary~ 
December, 1973 (150 tons per month plus 200 tons buffer stock) we have 
received only 1048 tons i.e." about 50 per cent. 

The extent to which HPF production has been crippled can be seen from 
the following table for the period July to December, 1973. 

Month 

July '73 

August '13 

September '13 

October '73 . 

November '73 

December '13 . 

Planned 
capacity 

hours 

4464 

4464 

4320 

4464 
43 20 

44'4, 

Utilised 
capacity 

hours 

1670 

~140 

1580 

3276 

2072 

1481 

-_._-----.-
Against pl6DJled capacity of about 26.500 hours for the period July, to 

December, 1973, we could utilise only 12,219 hours i.e., about 45 per 
cent. 

Tho Consequences llave been as follows:-

Short output of film \>ase for the manufacture of various products. 

Higher solvent losses and scrap due to repeated stoppagea and start-
uplstabilisation of base C\lllti'l~ machines severel times during 
tho yeM'. . 
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Due to short supplies of base, lower utilisation of capacity and 

consequent reduced output in all other operating departments 
viz. Emulsion', Coating and Conversion. 

Continuing losses to the Company, which could have been avoided, 
with a profitable picture." . 

7.1'. The Committee note that the Undertaking pl~ed an order in 
February, 1967 for purchase of 97.83 M. tons of Methylene Chloride at a 
higher price of US $ 0.1508 pe~ Ib FOB, New York on a single tender lJasis 
although within two months of the same order it got a lower offer from 
another firm at the rate of US $ 0.0985 per Ib FAS, New York after invita-
tion of tenders. Even after receipt of this lower offer and when the former 
company agreed to reduce its rate to 0.13 $ per Ib FAS, New York, the 
undertaking did not make any attempt to secure any reduction in price. 

7.20. The Committee were informed that this was on account of the 
anxiety of the undertaking to buy the material from the collaborators of 
Mettur Chemicals who were setting up a manufacturing plant in India. It 
has been admitted by the Ministry that Government were not satisfied with 
the justification given by the Management who should have invited open 
purchase of 97.83 M. tons. 

7.21. The Committee regret to observe that because of non-invitation of 
tenders in the first instance and placing the qrder on a single tender basis, 
the undertaking had to incur an extra expenditure of Rs. 84,59' on the 
purchase of 97.83 M. tOllS. 

7.22. The Committee also find that, the undertaking had been taking its 
reqw"rement of Methylene Chloride from MeUur Chemicals from September, 
1967. The Committee find that even lin 1973 against the requirement of 
2000 tons of the'material from January to December, 1973 the Mettur 
Chemicals could supply only 1048 tons i.c. about 50 per cent of the 
requirement with the result there had been under utilisation of the capacity 
of the plant, reduced output and const:quent losses to the undertaking. 

7.23. The Committee do not appreciate the hasty action of the Manage-
ment in having placed an order on _the basis of single tender at a higher 
rate first on the collaboraton of an Indian firm and thereafter switching 
over to the l1Id1an finn who on aceoant of its failure to meet the demand 
of the undertaking in full had put the undertaki'ng to further losse!l. 



1!58 

B. Inventory Controt 

7.24. The following table indicates the comparative position of inv~n­
,tory and its distribution at the close of the last five years:- . 

(Rs. in la1chs) 

1968-69 1969-70 1910-71 1911-1Z 1972-13 

t. Raw mlterinls (including in-
transit) 140' 35 230'63 219' 3z 268'65 116'40 

2. StOreli and spares (including 
intransit) 5S'3S gz· 31 90'65 106'31 121'73 

3. Tools I' 66 1'50 1'03 0'84 0'62 

4, WJrk-in-prollicess 105'29 n6'z2 161' 08 no' 2.5 141'90 

S. Stock-in-trade 30'50 38'38 87'2.2 162'46 197'01 

6. Stock of Stationery & Stamps 0'32 0'30 

333'47 469'34 559' 31 648' 51. 637'66 

1.1$$: Provision for absolescence 1'00 

Provision for write down 
ofsub-stnndard & de-
fective m lterials 23'50 24' So -- ---TOTAL: 613' 16 

--------- -----_. ----_._-- ----_.- ---------,-
NOTB : Closing stock as on 3 ISt M Irch, 1971 includes 2,31,643 spools valued at Rs. 28,631 

out 0(3,00,000 spJols purchased in September, 1966 for Roll Film (size 120 
from Mis. Bhupendra Plastics, Madras, The:se: have: not been used as light 
penetrates into the rolls which fogs the ti.Ims. 

7.2~. The stock of raw materials represented 3.4 months' consump-
tion in 1972-73, 9.8 months' consumption in 1971-72, as compared with 
7.2 months' in 1970-71, 9.9 months' in 1969-70 and 8.8 months' in 1968-
69. Stock in trade represented about 3.9 months sales in 1972-73, 4.5 
months' sales in 1971-72 as compared with 2,9 months' in 1970-71, 1.2 
months' in 1969-70 and 1.6 months' in 1968-69. 

7.26. In March, 1967 Government decided that the excessive inven-
tories of Public Sector Enterprises and their system of inventory control 
should beaamined by high level committees. In pursuance of this de-
cision, a committee known .as 'Fourth Committee on InVeDtory Control' 
was appoiD,ted by Government in August, 1970 which examined the in-
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ventory bolding of this Company and inter alia made the following im-
portant observations in August, 1971:-

(i) Til/) C:))npany sh1uld limit its inventories for principal items of raw materials 
as under:- . . 

(a) Cellulose Triacetate 
(b) Silver Nitrate . 
(c) Methylene Chloride 
(d) Gelatin 

60 days 
· 41 days 
· 7 d~Yi 
• 12 months 

(for impor I: 
The ideal inventories for the remaining items. of raw materials and 

other 'A' items should also be worked out individually adopting EOQ 
formula. 

On the basis of the above norms the total inventory hoJdingof the 
Company as on 31st March, 1970, 31st March, 1971 and 31st March, 
1972 was in excess by Rs. 191 lakhs, Rs. 198.47 lakhs and Rs. 243.50 
lakhs respectively. The excess holding on. 31st March, 1973 was Rs. 156.18 
lakhs. 

(li) On the basis of the recommended norms the Company should draw 
up its inventory budget every year which should be got approved by the 
Board of Directors. The inventory position should also be discussed by 
the Board periodically. 

(iii) The inventory should be reviewed every month by an inventory 
cell. 

(iv) While the work of planning the materials can remain with the 
Production Department, the work of ascertaining the quantities to be pur-
chased should be eQtrusted to the Material Management. 

(v) As nearly 95 per cent of the supplies are delayed by the suppliers 
beyond the due dates,the Company should tighten u'P' the conditions of 
contracts to ensure timely supplies. 

(vi) Cataloguing and codification of stocks items should be done on 
scientific basis which will facilitate standarisation and variety reduction. 

(vii) Proper reporting system should be instituted to keep the top 
management informed on the working of the Material Management Depart· 
ment. 

7.27. In July, ]973 the Ministry intimated the following comments on 
the recommendations of the Commlttee:-

(i) An Inventory Control Committee under the Chairmanship of 
the Company's F.A. & C.A.O. has been functioning since 
September, 1972. This Committee ha.o; fixed the healthy levels. 
of inventory for 'A' and 'B' items which are being reviewed 
periodically with reference to the . production target. The total 
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stocks of 'A' aud 'B' items as on 31st March, 1973 exceeded 
the healthy levels by Rs. 56.80 lakhs. 

(ii) Based on the healthy levels the inventory Budget was prepared 
for the year 1973-74 and the same was approved by the Board. 

(iii) The Inventory Control Committee meets periodically and re-
views the actual stock position vis-a-vis the healthy levels. 

(iv) and (vii) These are in the process of implementation. 

(vi) Steps are being taken to catalogue and codify all stock items. 

7.28. The undertaking have offered the following remarks (January,' 
1974) on the recommendations in items (iv), (v), (vi) and (vii) of the 

Committee on Inventory Contr01:-

"Item (iv) we have noted the observations of the Committee and 
they WI11 be implemented on setting up the Materials Manage-
ment Division. 

Item (v) We have tightened up the conditioas of contract wherever 
possible. However, it may be mentioned that our requirements 
are of very stringent specifications involving testing of samples 
at various stages before bulk supplies are accepted and many of 

these items (particularly production raw materials) are also to 
be specially manufactured ta' 'Photographic grade'-a quality 
standard which the Indian Industry is yet to get thoroughly 

familiarised. Deliveries are, therefore, likely to be delayed in 
spite of our active chasing up the suppliers and in spite of the 
best co-operation on the part of the suppliers. However, in the 
case of 'off-the shelf' or readily available goods, we are ensur-
ing timely supplies as per our delivery requirements. 

Item (vi) We have codified on a scientific basis al1 stocks of raw 
materials. With regard to Maintenance Stores and Laboratory 
Chemicals, the work is in progress. 

Item (vii) As a separate Materials Management Division has not 
been set up, the Inventory Control Co:nmitte~ reviews the in-
ventory holdings at fortnightly intervals and reports to Manag-
ing Director on points which require the urgent attention. We 
are planning to have a separate Materials Management Division." 

7.29. In regard to the reasons for increase in inventory in 1971-72. the 
HPF stated in a written reply that-

"The. main item which has contributed to the increase in inteventory 
of raw materials is sizeable stock of re-usuab1e scrap, amount-
ing to Rs. 88.63 lakhs. This was due to the inadequate shreddinr 
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and washing capacity of scrap, beside.s increasing in the scrap 
arising." 

7.30. From the Table on page 297 .it would be seen that the closing 
stock on 31st March 1971 included 2,31.643 spools valued at Rs. 28,031 
which were not used as light penetrates into the rolls which fogs the films. 

7.31. The CommitteC'. enquired whether the circumstances in which the 
defective spools were purchased had been investigated and whether there 
was any possibility of these spools being utilised, the HPF in a written 
reply stated that at the time of the actual usage of these spools, long after the 
receipt of the materials, the defect was found. Since there was no possi-
bility of using these spools, the Company had to write-off the value of thele 
spools amounting to Rs. 28,631. This highlights the defective systems con-
trol in receiving and inspection of new products. 

7.32. During evidence the CbailUlan HPF stated that-
"J can only say that it is a faulty systems control, that the samples 

should have been approved before we bought this material. We 
should not have got 3,00,000 spools before apProving the first 
sample and using it. Possibly they obtain the bulk supplies 
on the assumption that the spools would be all right. But, they 
seem to have not found out in actual use." 

7.33. The value of stores declared M surplus or obsolete, during the 
tast four years and awafdDl disposal is indicated below:-

Year 

--------------------------Up to 1968-69 
1969-70 
1970-71 
1971-71 

(in Rupees) 

Stores uc:claredAwaiting 
urplns/o.bs0lute di~posal 

4.30,445 

9.197 
78.208 

5,190 
71,945 

7.34. The value of stores declared as surplus or obsolete during the 
year, 1972-73 as furnished by HPF is given below: 

Surplm material awaiting disJjosal aH on 31-3-1973 
t\dd-Material declared slu-plus/ob»olete during the year. 

TOTAL 

!.us_Materials disposed off' Ol\t of the SurplUR materials 
3S on 31-3-1973 • . . . . . 

Materials disPosed off' out of materials declared as surplu.q 

during 1972-13 .. 

Awa'ting disposals as on 31-3-1913. 

593 LS-14 

Rs. 1.49,757 
58,172 

2,07.9%9 

Rs. 2,07,929 

1,13.360 

22,953 Rs. 1,35,3T3 

72,616 
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7.35. In addition, the Management have identified slow-moving items 

of the value of Rs. 16.35 lakhs as on 31st March, 1972. The value of slow 
moving items as on 31st March, 1973 was Rs. 24.05 lakhs. 

7.36. In regard to quality arid age-wise grouping of inventories the 
Chairman, HPF stated during evidence th'at-

"We found there were certain inventories on which we had our own 
doubts about the quality. We started with a complete recheck 
of our inventories. When we went into that, we realised 
that the age of the product was not recorded in our inventories. 

I think, it is one of the elementary percautions in any Company 
at the end of each year, tex determine the stock which is one 
year old; this is the stock which is two years old; and the stock 

three years old and the Board will order for an investigation 
on items which are more than two and thr.ee years old. 

We found that the .age of the product was not recorded in our in-
ventories. Therefore, the Board directed that the age of the 

product shou1d be recorded, and if the tUne limit has expired, it 
should not be used. We have now come to a conclusion that 

unless the invontories move very fast, we will be landing our-
selves into a lia~ilit.y on equality, about wWeb we do not know. 

The products must be used quickly. You could keep coated 
jumbo rolls but the finished product should move immediately. 
We had, 30,000 cine rolls to be rechecked." 

7.37. Regarding the steps taken for reducing the inventories, the Chair-
man HPF stated during evidence that-

"During October, 1972, the Management instituted a drive to clear 
:the inventories on the basis of crash programmes and a task 
fotce was formed and a review was made e.very week to see 
that we do not have .stocks for more than one month in any 
of the products." 

Verl/icat;on of Stores 

7.38. The Company introduced ion January, 1970 a procedure of per-
petual stock verification which required a quarterly verification of morc im-
portant items of stores (classed . A'), a half yearly verifi~ation or less 
im'portant items and an annual verification of the rest of the It~ms the !esults 
of perpotual verification were to be put up to the. Managmg; Dlr~tor 
through the Financial Adviser -and Chief Accounts Officer once lD a 
month or quarter as might be convenient. 
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.. 7.39. ~e proaramme could not be fully adhered. to duriJJg .19n~72 
~au8e of Inadequacy of staff in the Internal Audit Section. The Manap-
ment have stated (November, 1972) that they are considering the creation 
of a team of stock verifiers consisting of suitably qualified personnel to 
ensure that perpetual stock verification is conducted during 1972-73 in ac-
cordance with the prescribed procedure. It has further been stated that 
~ question of streamlining the procedure for the verification of high value 
stock items like silver and certain chemicals is being considered and would 
bo,jncorporated in the Stores Manual presently under compilatipn; the recon-
ciliation of receipts, issues and consumption of these items at more frequent 
intervals is also under examination. 

7.40. It was further intimated in July, 1973 th'at pending creation of 
it team of stock verifiers, two inventory veriliers have been posted to the 
Internal Audit Section. 

7.41. The HPF stated in a written note that-
"A Stores Manual incorporating all the existing systems and proce-

dures has been compiled. Certain other improvements in tho 
existing procedures including those suggested by Audit 'lit.e 
under COIlsideration of the Inventory Control Committee and 
the same will be finalised shortly and incorporated in the stores 
Manual. Procedures for documentation for receipt, issue and 
consumption of high value items (Silv~r) have beeD dr~wD up 
and introduced which will have to be incorporated in the 
Manual. 

The perpetual stock verification system is now fully in vogue:' 

7.42. Tile Committee find that the stock of raw materWs ... inc:re8IetI 
from Its. 140.35 Iakbs representing 8.8 months consumption at end. of 
1968-69 to Rs, 268.68 Jakhs represeDttng 9.8 moo. c~umPtioD at tile 
end of 1971.72. 11ae stock .... however, come down to Rs. 176.40 lakhs 
rePresentina 3.9 months' consumption at the end CJIf 1912.73. 

7.4.1. In reprd to finished stock, the value of &nIs1aed stock .. 
~ from Rs. 30.50 laklis representlna 1.6 ......... ' sales at .. ad 
., 1968-69 to Rs. 197 lilkhs at tbe end of 1972-73 representing 3.9 
...... sales. 

?44. TIle CoDUlliUee fiDd 6at the 'Fourtll Co_Wee on lavealory 
OIN*oI' appointed by Govern .... t of india. wWda eXUliDed the iavelltory 
......... of tile Undertllldng .... foulld that the Ulldertakina .... beeII 
aqying stock of raw materials In excess of no ... by Rs. 191 ~ Its. 
1 •. 47 IIIkhs and its. %43.50 lakhs at the end of·31st MardI. 1970, 3t.t 
.rch, 1971 mel 31st March, 1972 respectively. TIle nce8S hu, howeftr, 
tome down to Rs. 156 !allis on 31st Mardt. 1'"13. 
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7.45. The CollUllittee are wormed tbat the Manaaement are aIreadJ 
..... steps to implement the recommendations of the Inventory Coldrol, 
COIIIIIIIttee except tbose relating to institution of a system of reporting to 
top III8IUlgement and re-organisatioD of Production and Material MIlII8P-
meat Departments which are in the process of implementation. 

7.46. The Committee are also informed that a system 0( perpetual 
Terification 01 stores is now in vogue. The Committee recommend tat 
Ulldertaldng should complete the re-orgaaisatioD of the productiOD .. 
material management departments soon so that planning, scheduliDg and 
)JIII"daases of material can be systematised. 

7.47. 11le Committee trust that with the implementation of the recoDl-
meDcladoDs of tile IDventory CODtrol Committee and institution of perpe-
taaI stock verification system. it should be possible for the Undertaking to 
keep the inventory UDder control and avoid over stockiDg of materi .... 

7.48. The Committee regret to note that the Undertaking had to write. 
01 • SIIJD of Rs. %8,631 being the cost of 2,31,643 spools pardlased in 
SeptemlJer, 1966. as dIese were found to be defective aDd could BOt he 
.. ed. '!be Committee were informed that tbe defect could be noticed 01llJ 
at time 01 the use 011 the Spools. The Committee fail to maderstand as t. 
Iaow suda defective materials were purchased without proper verification 
ad iDspection of the samples. 

It luis been admitted tIIat this was due to faulty system control and the 
samples should have been approved before the materials were purdlased. 
The Committee recommend that the matter should be investigated &lid 
responsibility for the lapses fixed. 

Surplus machinery 

7.49. During coI;lstruction stage the Company pu[c~se~ in 1961 t ,', fl 
Water Treatment Plant with a capacity of 44,000 gals. per day at a cost qf 
Rs. 71 ,071 including a chlorinator to provide water supply to the col~ny 
and the factory. Thc plant was commissioned in April, 1962. Tn 1964. 
the" Company felt that ncce~sity for augmenting the water supply and after 
considering the alternatives of either having an additional equipment or··te 
instal a completely new equipment, it decided (in 1965) to purchase a new 
plant. Accordingly, a new plant having a capacity of 1,60.000 gallons pcr 
day was purchased at a cost of Rs. 1.21 lakhs and was commissioned in 
April, 1967. Consequently, the smaller plant became surplus. Efforts 
made for the disposal of the surplus plonnt (excluding the chlorinator ,colt-
ing Rs. 9,926 in use) have not been successful so far. (March, 1973). 

7.50. The undertaking stated in a written reply, that though they had 
no suitable buyer for the surplus plant, they had found an alternative U8C 

for this plonnt in the SilvCT" Recovery Section. 
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7.S 1. In this connection in a written reply the Ministry stated that-

"The Company have explained that the original plant of lesser 
capacity was acquired in 1962 for the specific purpose of meet-
in& the requirements of construction and to cater to the require-
ments of construction staff residing at the construction sitt;, 
After the construction period was over and production started. 
the need for a higher capacity plant was felt at that time ta 

cater to the needs of the factory and also for the township. 
While considering the increase in the supply of water and also 
water treatment for Laboratory, the Company incidentally con-
sidered the suitability of utilising the old plant with some modi-
ficatioo. Since due to technical and other reasons the old plant 
was not suited to their requirements and since the Plant had 
served its purpose, this plant became obsolete to their require-
ments. Further, if the Company had installed the higher capa-
city plant even at the initial stage, it would have meant 

additional expenditure, by way of ~terest and depreciation to 
the extent of about Rs. 35,000. Hence it is not correct to state 
that taking into account the ultimate requirements the plant 
could have been purchased earlier. 

The Company have now found alternative use for this plant in the 
Snver Recovery Section." 
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MODERNISATION AND EXPANSION OF THE PLANT 
8.1. As already mentioned in paragraph ante, the Company began to 

feel doubt in January, 1965 about the collaborators' familiarity which the 
technology adopted for designing the plant and the know-how furnished 
for the production of delicate products like X-ray Films which had not 
been produced even in their own pl3llts. The doubt was confirmed in 
July, 1969 when 'a team consisting of Chairman, Managing Director and 
General Manager of the Company went abroad in connection with the 
proposed expansion of the plant and contacted other leading photographic 
manufacturers. 

8.2. Although with the transfer of ownership of the collaborating firm 
to the new :nanagement in May, ] 963 the quantity of products was pro-
mised by them as confirming to 1965 level instead of 1 Y60 level as stipu-
lated in the agreement, the Company could not attain the production of 
different products even after four years of the commencement of com-
mercial production near about the rated capacity. While reviewing the 
production performance of the Company for. the years 1967-68 to 1969-
70. the Managing Director made the following observations in a DOte 
submitted to the Board of Directors in March, ] 970:-

.-
~ .. 

"If we desire that in future manufacturing operations should be 
smooth, the efficiency of production increased further, and the 
revised rated capacity of the plant speedily realised, then we 
need to modernise the plant, even if this involved some addi-
tional capimI expenditure. It has to be realised that the pre-
sent plant was designed in 1960 by a firm that did not have 
access to modern technology even then. The technology of 

photographic manufacture, however, is continuously makiDg 
rapid strides the world over and the gap between our techDi-
ques and those prevalent abroad is very wide. At this point 
of time when we are keenly pursuing the possibility of entering 
into collaboration arrangements for expansion, it is releVlU1t to 
ponder this matter.. It would seem to be advantageous, from 
the experience we have had so far, that in 'It highly complex 
and sophisticated industry like ours we should seek a colla-
borator who instead of simply supplying the machinery and 
'imparting the kno't{-how of a specified (and hence limited) 
kind, by means of performance and acceptance tests. will give 
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us a long enduring arrangement wbereby we get continuously 
updated technology. We can get additional benefits if the 
collaborator is made to have stakes in the continued success 
of the operations. These factprs have necessarily to be borne 
in mind when we negotiate for an agreement for the expansion 
scheme." 

8.3. Simultaneously with a view to assess the quantitative utilisation of 
Ip'hotographic materials likc Cine Films Positive, X-ray Film, Sheet Film. 
Photographic Paper and Roll Film and to analyse brand performance, etc., 
the Compaoy engaged Mis. Marketing Research Corporation of India 
Limited., New Delhi in February, 1967 00 a payment of Rs. 27,000 to 
conduct a market sur.vey. On the basis of the Survey made during 
February to April, 1967 the Company came to the conclusioo. that its 
installed capacity of 6.15 miIlion sq. metres for all the .,photographic 
materials was adeqU'ate to meet the country's entire demand (upto 1970) 
of black and white materials including X-ray Films. Another survey con-
ducted by Mis. Hindustan Thampson Asspciates Limited in Octoberl 
November, 1969 on p~ymeot of Rs. 45,000. however, indicated the coun-
try's demand for Cine Film .positive, Cine Colour FUm, Medical X-ray 
Film and the Roll Film for the next five years and for 1980 as follows:-

Cine Film P,)sitive 

Cine Colol\r Film . 

Medical X-R~y Film. 

Roll Film 

(in million sq. 
metres) 

I)o. 

Do. 

. (in rolls) 

207 (abOl\t 3' So in 
1915) 

I' 36 (about 2' 5S 
to in 1980 ) 

1'84 

9.707 to 14,382 
(about 21,35% in 

1989) 

8.4. The above projections were considered (November, 1970) reasoD-
able by tbe MIUlagement for. adoption as the basis for a feasibility study 
of the expansioa scheme. . 

8.5. In respect . of Photop-aphic fl;lper, Document Copy~ng Paper, 
Graphic Arts Film and M.i~ro Film,. the Company asked ~n September, 
1970 Mis·. Kirloskar Consultants Limited to conduct the market survey 
()n paymUlt of Rs. 27,500 in order to assess the current and potential 
annU'al demand upto 1975-76 'an~ for 1980. The suryey report was 
received in December, 1970 and in July, 1971 the Board of Directors was 
informed that it was under examination. The M3~agemeot have stated 
(October, 1973) that the estimate of market demand indicated by the firm 

of consultants was used in cooneetion with tbeexpansion proposals and 
also for discussions with the p~ve collaboraters. 
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8.6. On the hasis of the above surveys, the Company decided ill 
lanusry, 1971, with the approval of Government, to conduct a feasibility 
study for the expansion and modernisation of the plant with the help of 
MIs. Kodak of U.S.A. In October, 1971, Mis. Kodak gave a proposal 
for modernisatioo of the plant for an output of 5.6 million sq. m. of films 
and paper and for conversion of 3.9 million sq. m. of films from imported 
jumbo rolls to be supplied by them, involving 'an additional capital invest-
ment of Rs. 322 lakhs to Rs. 488 lakhs and a payment of technical fo. 
of Rs. 450 lakhs. Although Mis. Kodak had not givCll adequate data of 
a feasibility report for this proposal, it W'llS estimated by the Company (on. 
rough calculations) that production at the proposed level would result in 
a loss of Rs. 60 lakhs per annum. In December, 1971 Mis. Kodak !avo 
alternative proposals,. at the inst'llnce of the Company, suggesting a produc-
tion of 0.25 million sq. m. of Roll Film 3Ild reducing the total output from 
5.6 million sq. m. to 4.6 million sq. but this was also not found attractive 
and worth consideration by the Company (no payment was made to Mis. 
Kodak in respect of these proposals); alternative proposals for technical 
fees and jumbo roll programme givm by Mis. Kodak in October, 1971 
were also not found suitable on account of the progress shown by the 
Company's own technicians in regard to the stabilisation of the existing 
operations and the carrying out of improvements in the plant for better 
performance. Another reason for not accepting Mis. Kodak's proposal 
was the prohibitive cost involved; improvements to plant and machinery 
are now stated to be under implementatioo without foreign collaboration 
(November, 1972). 

8.7. In view of the unsuitability of all these proposals, the Company 
advised the Government in February, 1972 not to accept any of these 
proposals. 

8.8. On receipt of an indication from Government in Apnl, 1972 that 
the demand for Medical X-ray Film was likely to increase to 5 million sq. 
m. per annum and should be met by increasing the production in the Pub-
lic Sector, the Company decided ill May, 1972 to invite competitive offers 
for increasing the production capacity of X-ray Films from 1 million sq. m. 
to 5 million sq. metres pet annum from Kodak. Fuji and Agfa-Gevaert 
and addressed them in June, 1972. The Company is also exploring the 
possibility of seeking the collaboration of reputed manufacturers for the 
production of colour films and paper 00 reasonable terms. 

8.9. Mis. Kodak and Aefa have asked (November 1972) the Company 
to send a team for further discussions whUe MIs. Fuji arc studying tho 
data furnished by the Company (October, 1972). 
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8.10. In a written note furnished by the Management it has been stated 
that collaboration arrangements have not been finalised. However, Gov-
ernment of India has included the scheme for manufacture of polyester 
base X-ray and graphic arts in the V Plan. A tentative provision of Rs. 
30 crores has been made in the V. Plan. for this scheme. 

8.11. With regard to the survey conducted for HPF products, the HPF 
stated in a written note that:-

"The first survey done by Mis. Marketing Research Corporation of 
India dealt with Sheet films, Document copying paper, Bromide 
type photographic paper, Cine film black and white Positive, 
X-ray Films and roll films. 

With a view to get market information on colour films and update 
the available information, a second survey had to be under-
taken. This was assigned to Mis. Hindustan Thomsons." 

8.12. The amount of expenditure incurred on each of the two surveys 
conducted by Mis. Marketing Research Corporation of India and Mis. 
Hindustan Thompson Associates Limited and the results of survey were 
stated to be as follows:-

Year Cmsultants Amount spent ----- ------1961 MiS. Mlrk!ting Research C)rporation ofIndia 

195& M',. Hin :11l~tBn Tho\1lpJons Associates Ltd. 

Rs. 27,000/­

Rs. 45,000/-

8.13. During evidence, the representative of HPF stated that, "The 
demand for X-ray films is 1.8 million sq. metres. From 30 per cent shares, 
we have gone up to 60-65 per cent. With our own production plus the 
importation of Jumbo Rolls for cODversion, we hope to meet this demand. 
The demand is going up. We would be able to meet the demand in full 
from indigenous production in 1980-81 with our expansion." 

8.14. It was also stated that 70 per cent of the X-ray films were sold to 
Government hospitals and 30 per cent private radiologists. In the case of 
Indu-X-ray the ratio is 50 per cent and 60 per cent. 

8.15. During evidence the Chairman, HPF stated that ''we have ade-
quate built in capacity to meet India's demands for cine.-fihn positives in 
black and white. We have also sufficient capacity to meet the demand for 
bromide paper. With respect of X-ray we expect to meet the demand 
during 1974-75 with our own production coupled with Jumbo Roll conver-
sion. By and large we are right in saying that that we have a built in capa-
city to meet the requirements of the country. 
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8.16. In the photographic industry allover the world whenever an 
industry is initiated it is generally confined to one product or two. For 
instance when Kodak went to Latin America-Mexico and Brazil, it was 
found that each one of them specialised in only one product. It is there-
fore no exaggeration to say that in this respect we can compare ourselves 
favourably with the major manufacturers namely Kodak, FUJI etc. 

8.17. So taking all those into consideration we have started well so far 
as this aspect is concerned and during the 5th Five Year Plan we sincl!rcly 
hope that we will be able to consolidate ourselves. 

8.18. The Committee enquired whether the Management were now con-
fident that with the hel'p of their own technicians and the steps nlready 
taken, they would be able to attain the present capacity of the plant for the 
production of different products and no large scale modernisation or foreign 
collaboration was called for. The Chairman of HPF stated during evi-
dence that:-

"I think we 'afe confi~eI:lt o~ this. We are establishing the econo-
mics of the project. The second point that J would like to 
mention is this. Whatever has been done, has been done with 
our own resources and with our limitations. My submission 
is that, particularly, in regard to technology, there is nothing 
that is rigid. What is obsolete in one country may be modern 
in another country. For example when we went into coating 
machines, we started with the speed of six metres, per minute. 
Fifteen to sixteen metres per m.inute can be done with the 
existing equipment.· With improvis~tions, this can be stepped 
up· \0 ~5 metres per minutes even now, with the same equip-
ment, whereas today machines in teqns of 100 metres per 
11liriute speed could be made 'availabl,e. However, hundred 
metrts ~er'minute has no relev~ce, to our v~lume of ~utput. 
So even if somebody wants to glVe such machmes, we Just do 
not need them. ~ other words, the whole approach must be, 
while we enswe tbat Ql,l1' nucleus forresea~h aDd development 
is more po/litlve, tbat is process iJpprovement and product deve-
lopment, . we ·...Iso must adopt the same practice. as is ~one ~ll 
overtp see that we assess the type of assistance that IS avatl-
able from outside. We' understand it was Dupont which gave 
the' patents .to Kodak for polyster X-ray. While we stabilise 
our production here, we should not shut ourselves from tech~o­
logical im.provements and as such. must keep in touch With 
outside developments. When we bl,ly ~orm\llations •. or when 
we talk about improved equipment etc., It. should be Judged on 
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its own merits, all -the while relating it to cost, quality and ec0-
nomic viability. To that extent, we would like to keep tbe out.. 
side. We understand it was Dupont which gave the patents to 
Kodak for polyster X-ray. While we stabilise our production 
here, we should not shu~ ourselves from technological improve-
ments and as such, must keep in touch with outside develop-

ments. When we buy formulations, or When we talk about 
improved equipment etc., it should be judged on its own merits, 
all the while relating it to cost, quality and economic viability. 

To that extent, we would like to keep the outside contacts. We 
assure you that we are confident,..-repeated this question toal1 
my colleagues 'before we come over here and they all confirm-
ed this that we will, with the existing facilities and plan, make 
this an economically viable unit." 

8.19. Giving the justification for purusing expansion when there is 
already unutilised capacity in the present plant the representative of Minis-
itry stated during e.vidence that: 

"I agree that our first responsibility is to ensure that already un-
utilised capacity should be utilised fully. All these things will 
take several years. In this respect, advance action has to be 
started. When the demand goes up particularly for such items 
as X-ray films. we are not in a posiotion to start manufacturing 
them. 

8.20. Asked about the progress made with regaRJ to collaboration for 
,the expansion of the plants capacity to meet the increased demand for X-ray 
films and to take up the production of Colour Films etc., the Management 
!of HPF stated in a written reply that-

"We are negotiating with foreign manufacturers for production of 
X-ray films to meet the Fifth Plan targets. With regard to 
Cine Colour positive, we want to confine ourselves to conver-
sion of imported jumbo. rolls only as we understand the Colour 
Project was not included by the Government in the Fifth Plan 
due to paucity of funds." 

'8.21. During evidence the Representative of the Ministry informed the 
Committee that-

"the feasibility report of the proposed expansion scheml! has not 
been completed. As a matter of fact, in the Fifth Plan, we have 
not been able to get enough money for all the projects ...... we 
are able to include it (X-ray films) in the Fifth Plan and nego-
1iations are going on for production of X-ray films. So far 3S 
,colour films are concerned, we are Dot able to include them 
,in the Fifth Plan because of the cost involved and the relative 
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prior pnonty. So far as l-lfth Plan is concerned, we will not 
be -able to do more than that." 

8.22. The Committee note tbat on ret:eipt of aD indication from GOY-
ernment that the demand for X-ray film was likely to increase to 5 millioa 
1«). metres per annum and sbould be met by increasing the production t. 
p.blic sector, the uadertaking invited competitive otIer from Kodak, .'uji 
and Agfa-Gevaert in June, 1972, (or increasing the production capacity ot 
X-ray films from 1 million to 5 million sq. metres. The Committee also 
note that the undertaking is also exploring the possibility of seeking tbe 
collaboration of reputed maDufacturers for production of colour films and 
paper on reasonable terms. The Committee were informed that the Kodak 
and Agfa have asked for further discussion. Collaboration agreeme .... 
have not been finalised and these schemes han not been included in tbe 
Fiftb Plan. The Committee were assured by the Management tbat they 
are l'Onfident that with the help of their own technicians they woukl 'be able-
to attain the present capacity of tbe plant for the production of different 
products and no large scale modernisation is called for. The Committee· 
were also informed that the feasibility report of the Expansion Scheme has 
not been completed. 

8.23. The Committee recommend that before goiag in for any expan-· 
sion scbeme it is essential that the undertaking should consolidate its posi-
tion and aim at achieving full utilisation 0Ii the capacity already instaUed anel 
..... 6ty production by reducing if not altogether eliminatiag rejel.1ions. 



IX 

ORGANISA nON 

A. OrganisatioDal stroctore 

9.1. The Company comprises the following Divisions:-
(i) Finance Division 

(ii) Personnel Divisioa. 
(ill) Marketing Division 
(iv) Engineering Division 
(v) Research and Development Division 

(vi) Manufacturing Division 
(vii) Materials Division 

HPF has informed that the nomenclatures have since been revised as 
(1) Finance (ii) Industrial Relations (iii) ManufacturiDg (iv) Marketing (v) 
Projects (vi) Purchasing and (vii) Research and Developments. 

9.2. In terms of the Article~ of Association, the Directors including the 
Chairman, who form the Board of Directors of the Company. are appoint-
ed by tne President of India. 

The Board of Directors exerdse full powers to carry on the business of 
the Company· except certain specified matters which are required to be 
reserved for the approval of the President of India in terms of Articl~ 90 of 
the Articles of Association. In· addition, the Chairman of th! Board of 
Directors has the option to reserv~ any prdposal or decision of the Board 
which is considered to be of guch importance so as to require his appl'cva~. 

9.3. Powers have been delegated by the B~rd of Directors to the 
Managing Director for carrying on the day-to-day affairs of the Company 
subject to provision being made in the budget estimates and consultation 
with the Financial Adviser and Chief Accounts . Officer. Major decisions 
taken by the Managi'ng Director arc, however, requ~red to be reported to 
the Board of Directors. The Managing Director has further sub-delegated 
his power to other Heads of Divisions. 

9.4. In terms of Bureau of Public Enterprises Office Memorandum 
dated 6th May, 1969, the functilmo; and r~8ponsibnities of the Finaocia! 
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Adviser and Chief AccoUIIU Officer were defined by the Board of Direr.ton 
in June, 1969: specif~ing the matters which require.d his concurrence, 
matters on which he 1S to be consulted and the matter which need not be 
referred to him. 

9.5. During evidence of the r.epresentatives of the Ministry, the Com-
mittee pointed out that non-achievement of targets was due to managerial 

. failure, but in spite of that H.P.F. had not got a full titme Managing Direc-
tor and had only a p'art-time. Chairman. The representative of Ministry of 
Industrial Development stated during evidence as follows:-

"So far as the particular point about the Managing Dn-ector is COD-

cerned, the Company did have a Managing Dn-ector till July. 
1973. Now what happened was that there was a certain defi-

ciency discovered-there were some managerial failure8-'and 
it was decided that the particular Managing Dn-ectol' should not 
be allowed to continue. However, the Chan-man now relies on 
the Chief Executive. Even if it is a part-time Chief Executive, 
he relies pretty hopefully on him for building :.lp a souni team. 
And this part-time Chairman is more than· a part-time Chair-
man now because he takes a lot of interest and spend.; a lot of 

time in Ooty and he is very much connected. with the operation 
of the plant and machinery. We had asked him about this lor 
which he said that it might take six weeks to two months to 
suggest 'a suitable perSOn 10 succeed the man who left in J~y 
last. Now he has taken a much longer time. He 
has contacted at least half a dozen people but Done 
of them was willing to come. Eventually he recommended a 
person about a month ago and we now have initiated actiop 
for his employment and as soon as he takes ~p his appointment, 
we wID be able to form a good team with the part-time Chair-
man who, as I already said, is more than a part-titme Cha~an 
to manage this company ve(Y effidently. In the nleanhme. 
Mr. is acting as a Managing Director ........ In 
this particular case, we bad to change the management seve!al 
times because we found that the management wa3 not corning 
up to our cxp,cctations." 

9.6. As regards dday in the selection of a person and filling up the post 
of Managing Dn-ector, the represCf\tative of the Ministry statelt that-

"We have sent <this case to the Empanelment Board. T?e Empane~­
t BGard meets once in six weeks. By the mlC!dle of this 

men th the Board will meet and sometime by the middle of 
man fill th t " April we hope that we will be able to up e pos . 
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9.7. The Committee fiud tbat UJe post of ManagiD. Direc:tor hali bee. 

fUC8Dt ad one officer of the Manufacturing Division is performing the 
llufies of Managing Director. As the Undertaking bas still II number of 
production problems and has been continuously incurring losses, the Com-
mittee need hardly stress the need for Managing Diredor to man the activi-
ties of this Undertaking. De Committee also recommend that the feasibJIi-
ty of appointing a Chairman-cum-Managing Diredor for the Unclertakiae 
Instead of having both a part time Chairman and a fuU.time ManagiDI 
Director may be examined. 

B. Manpower Analysis 

9.8. The Detailed Project Report envisaged the employment oj' 714 lU~n 
for the attainment of the rated production of 5.80 millioll sq. metres per 
annum. This did not, however, include the staff required for: some depart-
ments like Administration, Purchase and Stores branch, Finance and Ac-
counts hranch, etc. 

9.9. Thc National Productivity Council which was entrustd with l'll>! 

'assessment of manpower requirement and job evaluation includillg wage 
survey in June, 1969 at a cost of Rs. 1.39 lakhs indicated in its report sub .. 
mittcd in February. 1970 that the actual number of men in position at that 
time (about 1.633) was adequate for achieving the production level of 3.5 
million sq. metres which had been budgeted for the year 1969-70. How-
ever. the report also pointed out that an mcre.ase in staff was called for in 
one or two departments like laboratory, etc. In addition, the Council was 
of the opinion that the existing staff strength was also adequate for operat-
ing the plant at its modified rated capacity of 6.15 million sq. metres except-
ing certain departments like conversion department and laboratory whctc 
some increase might be necessary. 
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9.11. The increase in the manpower requirement as assessed by the 

National Productivity Council over that indicated in the detailed Project 
Report was on account of the following factocs:- ' 

(i) The De.tailed Project Report did not provide for the staff re-
quired for certain departments like Administration, Purchase 
and Stores, Axounts. Canteen, Security, Township, Mainten-
ance, Fire ,Protection, Sales, Secretarial services, Silver Nitrate, 
Organic Laboratory, etc. 

(ii) The provision for fatigue allowance, forced idleness due to main-
tence waiting for instructions and tools etc., leave reserve 

and shift reliefs, maternity leave for female employees etc. 

9.12. The Management explained in July, 1973 that the number of men 
sanctioned by the Board was more than the strength recommended by the 
NPC in order to provide. "a cushion for taking care of any contingencies 
that might come up in future whenever the volume and nature of activities 
carried out in different departments undergo a change. This was felt neces-
sary because whenever additional manpower is required urgently, obtaining 
Board's sanction would take some time and it will add to th~ delay in posi-
tioning the men required. . . . . ... It 

9.13. The HPF in a written reply after evidence admitted that the sanc-
tion of posts more than those required was not desirable. .This was felt 
necessary because whenever additional manpower was reqUired urgently, 
obtaining Board's sanction would take some time and it would add to the 
delay in position the men required. 

It was added that a sub-committee of the Board was reviewing require--
mcnts of manpower on a pedodic basi!;, on account of the emergency condi-
tions ill the company due to r('!!urritlg losses. 

9.14. The Ministry of Industrbl Development stated in a written reply 
that--

"This is a matter falling entirely within th,e purview of the manage-
ment and the Board of the Company. However, GovemmeI't 
feel that the procedure adopted by the Company was not the: 
right one and are of the view that the COmp!lOV should have 

sought Board's approval only for such of the additional posts 
which were really needed at that time." 

9.15. 11Ie CollllDittee Dote tJaat II apiuIt a IItreDgtIt of 714 envisaged 
iD the D.P.B. the NatioDai Productivity Coaudi after roudndlDl a job 
evaJuatiou and IISSe5ImeDt of maD power oItserved ia February, 1970 that 
lie stall strenatb ia 1969-70 (aboat 1633) wu IIdIIcleat for ..... pt'04ltKtit)D 
level of 3.5 mUlion sq. metres budgeted for tbatyear.... ....Ii lufficlent 
593 LS.-lS. 
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even for attaining the full production of 6.15 million sq. metres e:;ccp!~ng 
in (:ertain DepartmClds like conversion, laboratory etc. The strength on 
30·9-1973 is stated as 1790 wben the production is of the order of 3 
million sq. metres. 

9.16. The Committee are surprised to note t:Uit the Manag[:menl in 
tbeir anxiety to position men iI. time 011 a particular job obtained sanction 
of tbe Board for creation of additional posts in anticipation of th~ work. 
The result of this has been that during the period from 1969 to 1972. the 
Board sanctioned number of posts vary much in excess of what was epvisag. 
ed in tbe report of the National Productivity Council. The Ministry has 
admitted that the procedure ad{)pted by the Undertaking W'lS not the right 
one and Board's approval shou'd have been taken only for such posts really 
Deeded at that time. The CommiUee note that a sub-committee of the 
Board of Directors is already reviewing the requirements of man-power. 
The Committee recommend that HPF should on the basis of the recommen-
dation of sub-committee fix the staff strength of the various sections quickly 
and staff found surplus should be gainfnlly utilised elsewhere in the expan-
sion programmes of the undertaking, The Committee recommended Gov-
emmentjUndertaking should ensllre that no additional posts are sanctionei! 
or filled up tiD the process of rationalisation is completed. 

C. Overtime Payment 

9.17. The following table indicates that amount of overtime paid by 
the Company during 1968-69 to 1972-73 and the percentage thereof to the 
salaries and wages paid:-

(Rs. in lakhs) 

Amnunt of Salaries Percentage 
0, T. and wages of overtime 
payments plid - to salaries 

Year 

and wages 
----------~~--------------

1968-69 . 
1969-10 

1970-71 

1971-12 

1972-73 

1973-14 (April-Sept. 73) 

0'3 6 
1'19 

2'37 

3'84 

4' 10 

49' 19 0'73 
59'78 1'90 

81'03 z'9O 

90'60 4'24 

105'46 3'89 

z ',\0 

,----
9.18. While sanctioning the additional staff in September,' 1970, the 

Board of Directors of the Company observed that along with the filling up 
of the additional posts, every effort should be made to reduce the pfl.ymeAt 
of ovortime to the extent possible. However, the actual payment Of over-
dille has been increasing. 
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'9.l9. In a written note the HPF informed the Committee that--

"The overtime payment as a percentage on salaries and wages has 
, shown a slight decrease in 1972-73 over the previous year. A 

monthly report is being submitted to Management on overtime 
payments dcpartment .. wisc which is being reviewed by the 
Management. Besides this, the amount of overtime paid 
monthwise is also being reported to the Board since January, 
1973." 

9.20. The Committee note tbat tbe overtime bill of the Undertaking 
has shown a marked increase from Rs. 36,000 in 1968·69 to Rs. " iakhs 
in 1972·73. The percentage of overtime allowance to the total salal'ies and 
wages bill 'has increased from 0.73 per cent in 1968-69 to 4.24 in 1971.72 
and it registered a marginal fall to 3.89 per cent in the year 1972·73. The 
Committee recommend that management should take concerted measures 
to check tbis trend of increaSe in payment of overtime aUowance and 
should ensure that payment of overtime actually results in increased pro-
4octivity. 

9.2L The Committee would also like Governmeat Bureau of PubUc 
Enterprises to review the expenditure on overtime allowances in the Public 
'Sector to assess as to how far they have been for produe*!ve purposes gnd 
10 issue suitable instructions to the Public Undertakings in this regard. 

D. Internal Audit 

9.22. An Internal Audit Section was first formed in August, 1963 and 
"Was strengthened in 1968. An Internal Audit Manual laying down the 
annual audit programme and 1he quantum and scope of checks to be exer-
cised was prepared in 1968. 

9.23. The Internal Audit Section functions under the control of Finan-
cial Adviser and Chief Accounts Officer to whom a monthly rerort of the 
'findings of internal audit is submitted; the important cases are also reported 
to the Managing Director. 

9.24. The statutory auditor in their supplementary report for 1971-72 
have reported that the Internal Audit did not fully cover during the year 
items like, the perpetual verification of stock, raw material!> and other 
stores, review of production records. stores accounting etc. The Manag-
ment stated in October, 1972 that this was not done due to inldequate 
'Strength of the Internal Audit Section and that ste'ps had been taken to 
strengthen the section with properly qualified persons. 

9.25. The Committee on Public Undertakings in their Fifteenth Report 
'(Fourth Lok Sabha) on "Financial Management. in Public Undertakings· 
recommended that the functions of Internal Audit should include a critical 
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review of the systems, procedures and operations as a whole. The Ministry 
of Finance (BPE) while accepting the above recommendation directed the 
Public Sector Enterprises in September, 1968 to introduce such a system. 
The Internal Audit Section of the Company has not, however conducted 
any appraisal on the above lines till March, 1973 except that the adequacy 
of the systems and procedures adopted in the following departments had 
been reviewed:-

1. Accounting of sales. 
2. Accounting of defective materials returned by customers. 
3. Accounting procedures of canteen and guest house. 

9.26. In a written note furnished to the Committee the HPF stated 
that-

"With a view to strengthening the internal Audit Section, the folloW" 
ing additional posts have been created. 

A~stt. Accounts Officer (Rs. 400-950) 

Stock verifiers (Rs. 180-320) 

The sanctioned strength including the p"sts now created arc as below : 

Accllunts Officer (Rs. 700-1250). 

Assstt. Accounts Officer (Rs. 400-950) 

Accountants (Rs. 350-630) 

Stock verifiers (Rs. 180-320) 

I 

I 

All the staff are in position against the above posts, except Accounts 
Officer on Rs. 700-1250 which post is vacant consequent 011' 

the resignation of the incumbent holding this post. The post 
has been advertised and offer of appointment was also issued 
to a selected candidate. Unfortunately, the candidate did not 
turn up and we are again holding another interview during the 
first week of February, 1974. 

As soon as the post of Accounts Officer (Internal Audit) is filled uPr 
we will programme to cover the review of adequacy of systems 
and procedures adopted in an the Departments." 

9.1.7. The Committee note that the Undertaking bas taken steps to I'C!-

orpnise the Internal Audit and that as soon as the post of Accollnts Officer-
Oatemal Audit) is fiUed up, the review of adequacy of systems 8Ild pr()('e-
dures would be taken up. The Committee need hardly stress the import-
ance of internal audit 8.8 an essential aid to management to bring to notic~ 
in time shortcomings in the working of the UndertakiDg and urge that tbe 
comments of Internal Audit sIIoultl receive prompt attention and serious 
consideration at an levels with a view to taking necessllry fellow up action. 
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CONCLUSION 

Hindustan Photo Films Mfg. Co. was incorporated in November, 1960 
at Ootacamund with the object of attaining self-sufficiency in the manufac-
ture of photographic products--Cine films, X-ray films, photographic bro-
mide paper and other allied products. 

10.2. A technical collaboration agreement was enter.!d into by the 
Government of India with Mis. Bauchet of France on 25th April 1960 for 
!iupplying the machinery and equipment for the plant both from Fran<:e and 
other countries, supervision of erection of machinery and equipment, assist-
.ance in construction of plant, and providing technical services, including 
training Indian technicians at their factory in Paris. The product-mix was 
Taised from 5.79 million sq. metres to 6.15 million sq. metres in November. 
1966. The Company started commercial production of its first product 
viz. Cine Film Positive in June, 1967 and gradually undertook production 
of other items in later years. The Company expects to meet the demand of 
1he country for cine film positive during 1973-74. 

10.3. The percentage of Company's production to the totul requirements 
of the country during 1972-73 was of the order of 68 per cent in respect 
of cine film positive 54 per cent in respect of Medical X-ray films and about 
22 per cent in photographic paper. 

10.4. In respect of medical X-ray film, to bridge the gap between 
demand and actual production, the Company has gone in for a jumbo Roll 
I:onversion into cut-fil..'11S programme. 

10.5. The Company is expected to produce according to its target by 
1974-75. 

10.6. The Committee have, however, noticed that the Company has 
been incurring losses from the inception and the cumulative I(lSS as on 31 st 
March, 1973 amounted to Rs. 14.86 crores against the paid up capital of 
Rs. 6.32 crores i.e. 235 per cent of equity capital M on 31st March, 1973. 
This has been due to low utilisation of capacity, erractic production both 
'qualitatively and quantitatively, excessive rejections, excess of scrap, excess 
.consumption of materials, low recovery of silver and solvents. This has 
further been aggravated by the absence of systems control enabling the 
management to take appropriate measures in ti~e. 
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10.7. Certain modifications have been done during 1971-72 and it has.. 
been deposed before evidence that it was expected that gradual reduction 
in rejects would be brought during 1973-74, which would contribute for a 
better performance during later half of 1973-74. 

10.8. The undertaking produced pr.atographic products over a period 
of seven years, the value of which on average c.i.f. price amounted to, 
Rs. 12.67 crores as on 31st March, 1973 and saved foreign exchange to 
the extent of Rs. 4.78 crores after allowing for the cost of imported mate-· 
rials etc. 

10.9. While the savings in foreign exchange is a positive contribution,. 
if underscores the need for utilisation of the rated capacity in a more effec-
tive manner by reducing rejections, losses on account of recovery of silver 

and solvents etc. to the minimum level and improving the system control 
and management information services, so that the country can attain self-· 
reliance in photographic 'products and avoid out go of fore.ign exchange. 

NEW DELHI; 
April 29, 1974. 
Vaisakha 9, 1896 (SAKA). 

SUBHADRA JOSHI, 
Chairman,. 

Committee on Public Undertakings .. 



APPENDIX I 
(Vide para 2.10) 

Extract from the Memorandum placed in the Meeting of the Board of 
Directors held on 23rd January, 1960 submitted by the National Industrial 

Devdopment Corporation Private Limited. 

T he photographic industry in France is well established and is in fact 
the oldest in the world. It is expanding annually and produce about 30 
million sq. metres of different products. It supplies the home market and 
ruso exports to Germany, Italy and Sweden, about 20 per cent of the total 
production. Mis. Bauchet are one of the leading producers in France and 
were e,tablished in 1912. They were the pioneers in the production of 
safety film from cellulose-acetate. They have been producing cinemato-
graphic films since 1939, and share the French market for cinema film with 
Kodak, Patho. The Federation of the Cinema Technical Industry in Paris 
have high regard for the Bauchet products, just as the French National 
Association of Professional Photographers have for the photographic mate-
rials manufactured by Bauchet. The French Defence Ministry have also 
a good word to say about the aerial film manufactured by Bauchet, and the 
Air Force procure their requirements exclusively from Bauchet and Kodak. 

The Bauchet firm have pioneered not merely in the manufaoture of safety 
base, but als~ in the design and manufacture of machinery for film and 
photo paper manufacture. They have been responsible tor many! 
new design developments, 'particularly in the field of high speed 
coating machines (which have been licensed to Fuji in Japan) and film 
bnse~1chice& with special features of advantage, such as the use of nickel 
and stainless steel bands requiring box maintenance as compared 
to copper bands used geneJ'ally in Germany. Bauchet are also the 
only photographic manufacturers in Europe who produce their own photo-
graphic paper base also. In the techuologica1 field they have pioneered in 
some fields such as colour photo paper, document-copying paper, etc. and 
have licensed productiO'l1, under their patents, in US Japan and Western 
Europe. They have agreements for interchange of technical information 
with Perutz in West Germany and Ferrania in Italy. Bauchet have coli. 
borated in the setting up of manufacture of photo and cinema materials iD 
Spain and the Argentine. Their research facilities are very good, particu-
larly in the field of industrial products." 
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APPENDIX II 

(Vide para 3.29) 

ARTICLE Xvl 
Compensation 

1. Compensation for shortfall in production.-In no case must the pro-
duction capacities be below the figures mentioned in Article XV. If the 
guaranteed production capacities are not attained, the Supplier undertakes 
to carry out all necessary measures, '8t his cost, such as modification of the 
equipment, or the supply of additional equipment FOB Marseilles and the 
making of necessary changes, in order to obtain the production figures 
specified. 

2. Compensation for high consumption of solvents.-If the efficiency of 
solvent-<recovery in the film base production division is not reached during 
the first acceptance test, the Supplier will within a further period of nine 
months and at his cost and expenses carry out any modifications or supply 
any extra equipment FOB Marseilles as may be necessary for obtaining 
such recovery efficiency and necessary quality. If after this additional 
period of nine months, the supplier fails to fulfil the said guarantee, the 
Supplier will have to 'pay the following compensation which will constitute 
the maximum damages possible on this account. 

Compensation for insufficient recovery efficiency.-For each 10 milli-
litres of Methylene Chloride/Methanol consumed per Kilograme of film 
base, in exess of the guaranteed figure US $6,000. 

3. Compensation tor failure to fulfil qualify guarQ,J1tee.-In case the 
Government consider the quality of the products to be less than the quality 
guaranteed, they shall allow the Supplier a period of six months for im-
proving the processes or the technology in order to achieve the required 
qUality. If even thereafter the quality of the products fail to come up to 
the required standard, the. Supplier shall pay such com'pensation to the 
Government as may be agreed upon mutually or in the absence of such 
agreement, as may be fixed by arbitration by the International Chamber 
Qf Commerce, Paris, as provided in Article XVIII, the Arbitrator being 
assisted in this case by two experts nominated respectively by the Supplier 
and the Government. 

4. Compmsation for delay in start of production.-( a) Sh(luld the 
materials listed in Annexure 4/4-A of the present Agreement and required 
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to besuppUed by the supplier on the basis of the Project Report, be deli-
vered, late, and the starting up of production is consequently delayed, a 
compensation of US Dollars 15,000 per month of delay shall be deductible 
from the lump sum amount payable to the Supplier. A period of one 
month's grace will be allowed before such compensation is recovered. The 

Compensation will be recovered only if the supplier is responsible for the 
delay. The compensation will not be recovered if the Government have 
not advised the Supplier in writing that the time expected for the dclivCl)' 
has been exceeded and of their intention of recovering such compensation. 

Such compensation shall not however be recoverable if:-

( 1) the information to be supplied by the Government does not 
reach the Supplier in due time or any other delay attributable to 
the Government effects the start of production. 

(2) events beyond the Suppliers' control such as lock-out, strike, 
epidemic, war, requisitioning, fire, flood damage i'll the trans-

port; and other force majeure factors and 

(3) If the time taken in transit between the date the consignment 
reaches Marseilles and the date it is received at the site exceeds 
a period of ten weeks which has been allowed by the Supplier 
for this purpose. Payments to the Supplier under this Agree-

ment can neither be postponed nor modified except as provided 
elsewhere in the Agreement. 

4. (b) If any par of the delay in the start of production is attributable 
to Government in the execution of their obligations as per Article XII no 
compensation shall be payable by the Supplier in respect of such delay, and 
further, unless at least six months advance notice of such delay has been 
given by the Government the Sup'pJier shalI be entitled to compensation for 
the damage. sustained by him as a result of such delay on account of express 
incurred on the technical personnel engaged for the project being kept idle. 
One month's grace will be allowed before any such claim can be made by 
the Supplier. The compensation will be recovered only if the Government 
are responsible for the delay. Compensation will not be recoverable if the 
'Supplier has not advised the Government in writing that the time expected 
for compliance by the Government has been exceeded and of his intention 
·of claiming the compensation. 

5. Limits of Guarantee.-In respect of compensation under 2, 3 and 
4( a) above. the Suppliers guarantees to Government an amount not ex-
ceeding one-tenth of the lump sum price excluding interest and in respect 
()f compensation payable by Government under 4(b) above the payment 
will be limited to a maximum of US $15,000 per complete month of delay. 
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The gUarantees with regard to the production capacity of the factQJ'Y 
shall, however, be absolute and the Supplier shall be required to make-
necessary modifications of the equipment or supply additional equipment iR 
order to obtain the produc::Jn figures as specified. 



APPENDIXW 

( J'Ul. para 4'4) 

State ment showing th. rated capacity, th' targ'ts fixed by th' Management 
thl actual productIon during thlyears 1967-68 to 1971.-13. 

and 

1961-68 (In million sq. metres 

Rated 1961-68 Percen-
Prodw::ts capacity tage of 

actuals 
A:l Per As Targets Revised Actuals to 

oriiinal modified OriginalJuly, 67/ modified 
,Aaree- by the Nov., 67 rated 
ment manage- capacity 

ment 

1. 3 4- 5 6 1 

I. Cine Film Positive (Black 
and White) I 

1.'98 1.'45 1.,000 1'095 0'799 31.'61 

O'glo 

2. Medical (X-ray Film) 0'50 ['00 0'330 0' 11" 0' lIS II' 50 

0' 172 

3, Roll Film 0'''1. 0'45 0' 110 

4. Flat (Portrait ) Film 0,15· 0'05 0'050 

5, Bromide piaper (inclJ,lding all 
photographic paper) , . 

I, SO 1'50 0'110 0'1.00 0'000779 0'0; 

0'1.00 

6 Graphic Arts Film 0'05 

7, Sound Cine Film 0'24 0'30 

8. NeBative CineFilm 0' 18 0'25 

9. 35 mm NegJtive Film 0'01. 0' 10 0'010 

D. Others 

TOTAL: 5'19 6' IS 2'610 1'467 0'915 14'87 

I'~2 

NOTIIS : I. *Includeslfllphic arts film also. 
2. T;,e fisllres ag tinst Medical X-ray films includes these ' film conversion 

of imported Jumbo rolls. 
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1968-69 1969-10 ----
Revised Revised 

Products M!ly,68/Oct.68 May/Nov. 69 

-----~------~.......---- -----
4 5 6 7 4 5 6 7 

~. Cine Film 2'000 
Positive 

1'430 0'917 39'87 2'000 2'029 I' 618 66' 04 

(Black and 
white) 

1'315 1'665 

,"2. Medical 0'400 0'470 0'169 16'9 0'700 0'115 0'357 35' 7 
x-ray film ----

0'355 0'556 

.3, Roll Film 0' 150 0'100 0'200 0'049 0'0007 0' IS 

0'080 0'050 

4, Flat (portrait) 
Film. 

0'050 0'030 0'050 0'027 

0'020 

5, Bromide p.lper I' 000 0'550 0'100 5'66 0'900 0'557 0' 142 9'46 
(including 
11.11 photo- 0'250 0'311 
graphic paper) 

'6. Graphic Arts 0'030 0'0001 0'03 
Film. 

0'040 

7, S ouod Cine 0'100 0' 150 0'U9 0'030 10' 00 
Film. 

0'060 

8. Negttive Cine 0'050 
Film. 

'9. 3S rom 0'050 0'019 0'002 20'00 
Negative 

0'010 Film, 

to, Others o'roo 

ToTAL : 3'700 2' sSo 1'246 20'26 4' 130 3'515 2'250 36' 58 

2'000 2'772 
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1970-71 1971-12 

Revised Revised 
Products May, 70/Nov. 70 A •. 71/Oct. 11 

4 S 6 7 4 5 6 1 

I. Cine Film 
Positive 

2'000 1'648 l'oS6 43' 10 2'ISO I'S79 1'616 65'95 

(mack and I' 5II 
White). 

1.. Medical 0'920 o'64s 0'320 32'00 0'830 0'429 0'346 34'6Q 
x-ray Film 

0'520 0'296 

3, Roll Film , 0' 100 0'066 0'0003 0'06 0'300 0'001 0'001 2'1.-

O'OSO 0'001 

4, Flat (port- o'oSo O'02S 0'002 4'00 o'oSo 0'0002 0'0002 0'40-
rait) Film 

O'OIS 

S, Bromide I'3So l'OSI I'o6S 11 I' 500 I'1S3 1'320 .'()O. 
paper (in-
cluding all 1'1S0 1'4S8 
photographic 
paper) 

6. Graphic Arts 0'030 0'018 0'0009 1'80 0'050 o.on 0'004 8'00 
Film, 0'001 

7. Sound Cine 0'200 0'083 0'022 7'33 O'ISO 0'010 0'024 8'00 
Film 

0'060 0'018 

8, Nesative 0'020 0'017 0'100 
Cine Film. 

9, 3S mm Nega- o'oso O'03S 0'009 90'00 o'oSO 0'001 0'001 1'00' 
tive Film 

0'020 o'oor 

10. Others 0'063 

TOTAL: 4'720 3'S88 2'538 41'28 S'I80 3'774 3'212 S3'8S 

3'250 3'286 
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1972-73 

Revised 
Products. October, 

1972 

4 5 6 7 

I. Cine Film 2' 120 
Positive 

1.649 1'424 58' 12 

(Black & 
White) 

2. Medical X-ray l' 000 
Film. 

0'939 0'678 67'80 

3. Roll Film. 0'120 0'020 • 
4. Flat ( Port-

rait) Film. 

S. Bromide- 1'600 1'063 0'725 48'33 
paper (in-
eluding all 
'photographic 
paper) 

'6. Graphic Arts 0'001 0'001 2'00 
Film. 

7. Sound Cine 0"230 0' 162 0'10S 35"00 
Film. 

S. Neaative Cine 
Film. 

9. 3 S mm Ncga- 0'030 
tivc Film. 

-10. Others 

TOTAL S'09O 3'834 2"933 47'69 



APPENDIX IV 
(VUle par..! 4, 13 and 4' 14) 

(In million sq, metres, ) 

Product Production as envisaged in the D, P,R, 

I yeRr ~nd year 3rd year 4th year 5th yeRr 

2 3 4 5 6 

I. Cine Film Positive 1'12 I' 54 2'21 2'880 2'98 

2, Cine Film Sound, 0' I2 0'240 0'24 

3, Cine Film Negative 0'09 0' ISO 0'18 

4, Medical X-ray Film, o'xo 0'300 0'50 

S, Portrait Film , 0' IS 

6, Graphic Arts Film, 

7, Roll Film 0'086 0'22 

8, Negative Film3smm 0'004 0'02 

9, Photographic Paper , 0'200 x'SO 

10, Others 

X'I2 X'54 2'52 3'89 5,79 

Production Achieved 

Product lit year 2nd year 3rd year 4th year 5th year 
1967-68 1968-69 1969-70 1970-71 1971-12 

2 3 4 5 6 

I, Cine. Film Positive , 0'799 0'971 I' 6xS 1'056 1'616 
~, Cine Film Sound 0'030 0'022 0'024 
3, Cine Film Neaative , 
4, Medical X-ray Film, 0' IlS 0' 169 0'357 0'320 0'346 
5, Portrait FUm, 0'002 0'000195 
6, Graphic Arts Film , 0'0001 0'0009 0'004118 
7, Roll Film 0'000724 0'0003 16 0'001463 
8, Negative Film 35 mOl, 0'002 0'009 ' 0'..001281 
9, Photographic Paper , 0'000179 0'100 0'142 1'065 1'320 

10. Others .• 0'100 0'063 

0'915 1'246 2,'250 2'538 3'312 
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Product Percentage of actual Production to anticipation in D.P.R. 

1961-68 196F-69 1969-70 1970-71 1911-72 

1 2 3 4 5 6 

I. Cine Film Positive 71'34 63'44 13'21 36 '67 54':&3 
2. Cine Film Sound 25'00 9' 17 10'00 

3. Cine Film Negative. 

4. Medical X-ray Film 357'00 106'67 69'20 

5. Portrait Film , o· 13 

6. Graphic Arts Film • 

7. Roll Film 0'37 0'67 

8. Negative Film 3 S mm U5'OO 6'41 

9. Photographic Paper 532'50 88'00 

10. Others 

81'70 81'91 88'93 65'27 57'20 
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APPENDIX VII --------------------
Summary of ConclusionslRecommendations of the Committee on Public 

Undertakings contained in the Report ----------------------- ---------------------------SI. 
No. 

(1) 

Reference to Para 
No. in the Report 

(2) 

Summary of Conclusions/ 
Recommendations 

(3) 

-----------------
1 2.16 

to 
2.19 

The Committee note that a Collaboration Agree-
ment was entered into between the Government of 

India and Mis_ Bauchet ~ France on 25th April, 
1960 for the preparation of Detailed Project Report, 
Delivery of Machinery and EqUipment, Supervision 
of erection of Plant and Machinery, assistance in the 
construction and consultation and technical services 
for establishment of plant and for production. The, 
Agreement was later on assigned to the undertaking 
on the 5th April, 1961. The Committee find that 
col1aborators were selected by the National Industrial 
Development Corporation Limited a consultancy 
organisation at that time within the Ministry which 
had some general consultancy knowledge aDd experi-
enpe of negotiations with foreign parties. 

The Committee are not however sure whether the 
NIDC had the necessary expertise in the photogra-
phic field to select foreign firms like Bauchet of 
France for Collaboration for the manufacture of 
photographic products. The Committee were in-
formed that the Ministry had not been able to locate 
the relevant file containing the corresponde'llce lead-
iog to the selection of the collaborators and in which 
the ,feasibility study and economics of the Porject 
were considered by the Government. What is more 
surprising is the fact that the loss of file came to 
the notice of the Ministry only in September, 1973 
when the Audit wanted the file. 

The Committee were informed that the movement 
register relating to the file is also missing. Prima-
facie this does not seem to be a case of mere negU-
genee. 

196 
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(2) 

2.41 
to 

2.43 

19,7 

(3) 

The Commitee feel' it would be difficult to come 
to. a correct judgement about the propriety or other-
Wise of the selection of the collaborators, in the . 
absence of this important document. The Commit-
tee would like Government to investigate and fix 
responsibility as to how an important file containing 
the ,feasibility study and the economics of the project 
was not kept with the care that it deserved as a 
permanent record for reference. The Committee 
would like this file to be traced by Government and 
res~onsibi1ity for its being misplaced fixed. Tht: 
Committee would also like to know what action Gov-
ernment have taken or proposed to take to ensurt: 
that all such important documents relating to Gov-
ernment departments or pUblic undertakings are kept 
with utmost care for permanent reference and 
record. 

The Committee note that when the Management 
of the collaborating firm changed, the new manage-

ment felt that the rights and obligations of each of 
the two parties to agreement, should be clearly 
brought out particularly when the agreement con-
tained apparent contradictions. It was stated that 
clauses relating to carrying out of acceptance tests 
were vague, product-mix envisaged in the agreement 
required improveme'rlt etc. The, Com'Pany also came 
to the conclusion that on the basis of the working 
of the project, there were inadequacies in the colla-
boration agreement. in that, the collaborator lacked 
the financial, technical re,sources. ability to design a 
modern ph9tograhic plant, CO'l1fidence in supplying 
the technical know-how for the products included In 
the agreement. a design and en¢neering or~anisati~n 
capable of coping with the problems that mIght artse 
during the setting u'p' of the Plant. 

The Committee find that after a series of discus-
sions between the new Management and, the Com-
panv the agreement was modified in No~:mber, 1966 
with reference to varieties and quanttttes of ~lm" 
and paper and acceptance tests. The ~mlttee. 
however, find that the rtcceptance te!'ts as !ltlT'lUlated 
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2.46 
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in the modified agreement were restricted primarily 
~o the production of two samples of 300 sq.m. each 
m respect of Cine film positive, medical X-ray film, 
roll film etc. wtihout any re.ference to the Inputs 
and the production cycles. Although the Detailed 
Project Report indicated the input-output ratio and 
norms of rejections, the Committee regret to observe 
that no basic records were maintained by the Manage-
ment to indicate the, ,ctual input output ratio and 
rejections during acceptance tests, with the result that 
the adequacy of the acceptance tests could not be 
verified and the responsibility of the collaborators in 
this regard could not be fixed. During evidence it 
was admitted that this was a lapse, and that the 
proper approach would be. for the undertaking to 
evolve its own norms of efficiency on the basis ot 
experience taking DPR as the guideline. The Conr 
mittee have dealt with the deficiencies in the agree-
ment in the subsequent Chapters of this Report. 

The Committee are concerned to note that neither 
at the time. of the original agreement nor even at the 
time of its modification, sufficiC'llt care was exercised 
to provide for suitable acceptance tests so as to· 
ensure in'{1Ut output relationship at every stage of 
production and the efficiency of the phlDt before its. 
take over from the col1aborators. The Committee 
take a serious view of the failure. of the management 
all along and recommend that this should be investi-
gated and responsibility for the failure fixed. 

The Committee note that according to Clause 16 
of Art. XII of the Agreement the Company was 
required to provide only clerical assistance and the 
'auxiliary labour to help the collaborators in the 
installation of machinery. However, the Company 
undertook the actual installation of equipment and 
machinery at its own cost and awarded the contract to 
a firm in June, 1963 for Rs. 7.141akhs alZninst which 
it incurred an expenditure of Rs. 8.26 lakhs. 

According to the legal opinion obtained by the 
Company. about the responsibility of the collabora-
tore; in this rcenrd. while according to one clause the 
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~ollaboiators appeared to be. responsible for p~vid­
JQg assistance in the construction of the plant" ac-
cording to another clause, the actual installation of 
plant and machinery was the responsibility of the 
collaborators. In view of the legal 'opinion, the 
Company could not recover the actual expenditure 
from the Collaborators. 

The Committee regret to point out that this is 
one, more instance of deficiency in the agreement, 
where the responsibility of the collaborators was not 
clearly spelt out. 

The Committee note that the agreement with the 
collaborators required that the collaborators should 

spend '8S large a sum as possible in India for purchase 
of equipment and machinery and to accept payment 
therefor in rupees. Accordingly, the Project Report 
provided for Rs. 20.37 lakhs for such purchases in 
India. As against this, the actual purchases were 
of the order of Rs. 7.05 lakhs only. 

The Committee were informed that collaborators 
could not purchase equ~l'ments to the value of 
Rs. 3.54 lakhs in India on account of higher cost of 
indi~nous supply, poor quality and long deliv~ry 
period. The Committee feel that Government/ 
M'anatECment should havc taken advance action for 
the procurement of these ,machinery and equipment 
taking into consideration the lead time required, so 
that these could have been made available to colla-
borators in ·time and payment therefor made in rupee 
currency. 

2.62 Th~ Committee note that out of the plant and 
and machine,rv required to be supplied by the coUabora-
2.63 tors und~r the agreeme'Dt,it was agreed in Novem-

ber. 1959 that the Company could purchase item~ 
of machinery costing Rs. 66 lakhs approximately 
from sources other than the collaborators, if it so 
desired. The, Company however, procured item!'> of 
value of Rs. 20,5 lakhs '8pproxim"te1y from sources 
other than the collaborators and decided to procure 
the redlaining items through the collaborators on 
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account of fore.ign exchange difficulties and also be-
cause the supplies from collaborators covered cost of 
erection and p~rformance guarantee for one year. 

The CommlHee find that the consolidated details 
of machinery and equi'p'ment purchased through the 
collaborators on account of various reasons such as 
lack _ of availability of foreign exchange for direct 
import, lead period for indigenous supplies of mate-
rials, etc. have not been compiled by the manage-
me'llt. It is also on record that the collaborators 
did not furnish the quotations received by them 
from the suppliers but according to the estimate 
made by the undertaking roughly there, was a mark 
up of 20 per cent by the collaborators on the sub-
contractors price. The Committee are not convinced 
that the undertaking exercised every care to ensure 
that the maximum equipment and machinery were 
procured indigenously by advance planning and that 
the mark up by the. collaborators on the sub-contrac-
tors price was reduced to the minimum consistent 
with the service that the collaborators rendered. The 
Com.mittee would like Government and the Under-
taking to analyse the matter ion greater depth in order 
to evolve measures to obviate recurrence of such 
imports through collaborators where there is an option 
fOr direct purchases being made of such equq,ment 
and machinery. 

The Committee note that the Project Estimates 
originally prepared 1n June, 1961 for Rs. 608.39 

lakhs were revised by the Com'pany first in June 1962 
for Rs. 837 lakhs and again in May, 1964 for 
Rs. 1164 lakhs and finally in February, 1971 for 
1170 lakhs. The actual expenditure on the project 
for Rs. 1167 lakhs was approved by Government 
on 2nd January, 1973 and the project estimates 
closed. Thus the cost of the project has gone up 
by 91.8 'Per cent over the original estimates and the 
foreign exchange content included ion the. project cost 
increased from 385 lakhs to 475 1alehs. 

According to the Managemerit the delay in com-
pletion of the project and the long gestation period 

------ --------------------------._-------
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had contributed to the increase in cost besides addi-
tion of certain new schemes and additional compo-
nents. 

It has been admitted during evidence that the 
effect of increase in the project cost on the economics 
of the project was not assessed while approving the 
final revised estimates. 

The Committee take a serious view that in spite 
of their repeated re.commendations in several of their 
Reports particularly in paragraphs 1.7 and 1.9 of the 
Fiftieth Report of the Public Accounts Committee 
(Fourth Lok Sabha) on New Services and New 
Instrument of Service and reiterated in paragraphs 
2.20 of the Thirty-nioPth Report of C.P.U. (1972-73) 
on Pyrates, Phos'phates and Chemicals Limited, that 
the economics of tht Project on account of revision 
of cost should be e~amined and new schemes etc. 
introduced should be specifically brought to the 
Dotice of Parliament. GoV!. have neither consideIed 
th~ economics of the Project on account of revision 
of estimates nor brought such additions on account 
of new schemes specifically to the notice of the 
Parliament. 

The Committee reiterate their recommendations 
in this regard and would like Government to bring 
the matter alongwith the financial implication thereof 
specifically tc? the notice of Parliament without further 
delay. 

The Committee note that though the a&reement 
with the Collaborators envisaged a time. schedule for 
the construction and completion according to which 
the acceptance tests should have been completed in 
37 months i.e. by November. 1963. there has beer. 
a delay of ab()ut 5 years in the completion of the 

, t\eceptance teRts and the 'Plant was finally handed 
over to the Com'pany in October. 1968. 

The committee were informed that the. delay in 
completion (If the. project and commencement of !lr~­
duction resulted in loss 9£ production to the extent 
-----.~.-----------.--- -- --'--
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of Rs. 38 crores with reference to scale of production 
indicated in DPR. 

The dday in completion of the project has been 
attributed to several factors like extremely difficult 
working conditions in a remote bill station like Oota-
cammund, pile foundations, difficulty in transporting 
materials, delay in civil construction, finalisatiOll of 
the collaboration agreement with the new managt:-
ment defects in the equipment supplied by the Col-
laborators which had to be rectified, etc. 

The Committee are not convinced of the reasons 
adduced for the delay, as the problems connected 
with the location, site were already known to the 
Management even before the select,ion of site and as. 
admitted by the Management that these should have-
been foreseen at the time of entering into the con-
tract. 

The Committee fail to understand as to why these 
could not have been taken into account and realistic 
targets fixed for construction and commissioning of 
the Plant. 

The Committee also regret to note that no ana-· 
lysis of the delays was done by the, Company Il'I1d no 
attempt was made to invoke the clauses in the agree-
ment relating to compensation for delay in comple-
tion shortfall in production etc. since according to-
the Management many areas in the agreement were 
overla.pping and it was difficult to pin-point respon--
sibility on the collaborators. 

The Committee see no reason why all these-
factors could not have been got remedied in th\."· 
modified agreement which was finalised in 1966. 

The. Committee recomme!ld that Govt. should~ 
investigate into the matter and fix responsibility for 
the lapses of the Management in safeguarding publiC' 
interest at various stages. The Committee would tike-
to be informed of the action taken in tbe matter. 

-_._----
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The Committee note that one of the reasons 
which contributed to the delay in completion of the 

project was increase in the area of factory building. 

In terms of the agreement, the Company was re-
quired to 1;lndertake the construction and completion 
of civil buildings on the basis of area indications, 
lay-out and style of construction indicated in the 
preliminary data furnished by collaborators. 

The Committee note that against the area of 
14100 sq. m. for ~e construction of factory building 
at an estimated cost of Rs. 41 lakhs indicated by the 
Collaborators in November, 1959, the detailed draw-
ings fumishod by them in June, 1961 were for 35161 
sq. m. for Rs. 148 lakhs involving substantial chan-
ges in respect of area, lay-out and style of construc-
tion. The actual expenditure was, however, Rs. 178 
lakhs. 

The Committee note that the changes necessitated 
not only extension of the time schedule of carrying 
out of civil works but also the staggering of the tar-
get dates for completion of different buildings. 

The Committee are convinced that had the Colla-
borators correctly assessed the requirement of the· 
Project initiaJly and in time, much of the delay in 
the construction of the project could have been 
avoided. 

The Management conceded that, had the Company 
established a strong project team right from the be-
ginning of the project, this situation would not have 
arisen. The Comrtiittee can see no valid reason for 
failure of Government/Company to see that there was 
in position a strong team of management to handle a 
sophisticated projeCt of' this dimension. The Com-
mittee would like Government to ensure that such a 
lapse does not recur. 

The Committee note thet against the stipulatoo' 
date of 17th April. 1961 for supply of basic ptans. 

the collaborators submitted the basic plans for fh~ 
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factory buildings only in June, 1961 and these were 
also found to be incomplete necessitating frequent 
changes and modifications. As a result. construction 
of, the factory bui;dings could commence omy in 
April, 1962 by whiclh date the erection of the machi-
nery in these buil~ing should have actually commenc-
ed as per the schedule. The buildings were actually 
completed in August, 1965. 

During construction, a decision was taken to re-
design the building eliminating pile foundation be-
cause of difficulties in pile driving and this necessitat-
ed changes in the drawings already supplied by the 
collaborators. Whi:e changes in the drawings already 
supplied by the collaborators were called for, the 
Company was not in a position to categorically say 
that this contributed to a delay in the construction 
of the buildings. The work on the building started 
in April, 1963 and the two main buildings were finally 
ready in January, 1965 and July, 1965 respectively. 

The Committee Ql'e unhappy to find that· because 
of technical difficulties the Management could not 
fix responsibility on the collaborators for the delay in 
supply of drawings which ultimately led to the delay 
in the completion of the project. 

The Committee regret to 'I1ote that on the basis of 
advice of the collaborators to have a building with 
more than four Doors, the contract for the work of 
pile fo~ations was aWQl'ded to a firm for Rs. 4.7 
lakhs lobe completed by July, 1962, without assess-
ing. the characteristics of the soil and nature of the 
terrain. The result was that the work had to be 
abanqoned and the collaborators asked in Julv. 1962 

. to redesign the h,.yout of the buildings for which an 
amount of Rs; 2.18 lakhs was paid to them. The 
Committee were informed that ultimately the build-
ing was constructed without pile foundation and 
havin~ from floor onlv in September, 1964 after 
more than 2 years thus delavin~ the entire schedule. 
at an actual cost of Rs. 55.R 1 lakhs (l~ against the _. --,---- .---_ .. .. ---_. __ ..... ------" ....• _---
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estimated cost of Rs. 53.50 lakhs. The Committee 
regret to observe that on account of the incorrect 
advice of the collaborators and failure of the Manage-
ment in not assessing the characteristics of soil and 
terrain in advance payment made to the architects 
towards cost of pilc driving was rcndcred infructuOUl. 
The Committee would like that matter should be 
invcstiagted with a view to pinpoint the lapses on the 
part of thc management. 

Thc Committee are pelturbed to find that even 
though the tender of M/s. National Building Cons-
truction Corporation, a public sector undertaking. 
was lower than iliat of another private firm, the offer 
of MJs. N.B.C.C. the public sector undertaking was 
rcjected on the ground that they do not have an 
organisation at site and require a few months to get 
acquainted with the same. The Committee would 
like to point out that the privatc firm to whom the 
contract was entrusted dclayed completion of the 
work by as much as 18 months. Thc Committee 
understand that the building in question was a simple 
construction and therefore the management of Hindu-
stan Photo Films should have given prefer.ence to the 
National Buildings Construction Corporetion, a sistcr 
public undertaking. 

In the opinion of the Committee the plea of the 
Company that since National Buildings Construction 
Corporation wanted a few months to set up a site 
office and get acquainted with the area and therefore 
the work was' not awarded to them. does not seem 
to be tenable in the face of the delay of 18 months 
by the private firm in completing the work. The 
Committee also see no justifictaion why penalty WBI 
not levied on the private contractor who delayed the 
completion of the building by as much as 18 months. 
The Committee would like Government/undertaking 
to fully inv~tjgate the mrttter in order to fix respon-
sibility as to why the work was not given to 8 pub1tc 
sector undertaking when .their quotation was the lowest 

- ------ ----.---. -.---~---.-



(1) 

12 

(2) 

4.11 
and 

4.12 

206 

(3) 

and secondly why penalty was· not imposed on 
the Pfivate contractor who was given work in prefer-
tjDce for delay of as much as 18 months in compler-
tion of the building. 

The Committee would also like Government/ 
Bureau of public enterprises to issue general direc-
tions to the public undertakings that ordinarily there 
should be no question of rejecting the offer of another 
public undertaking specially when its rates are the 
lowest or most competitive and that before the work 
is entrusted in preference to any private body or 
organisation, detailed reasons therefor should be 
recorded and reviewed by the Management to obviate 
recurrence of lapses noticed in the present case. 

The Committee note that the rated capacity of 
the different products in the plant has been increas-
ed in the modified agreement with the collaborators 
except with regard to cine film positive, FIN (port-
rait) film where the capacities have been reduced 
from 2.98 million sq. metres to 2.45 million sq. metres 
and from 0.15 m. sq. metres to 0.10 m. sq. metres 
respectively. As indicated earlier in paragraph 2.23 
of the Report, the original agreement with the Colla-
borators envisaged that during the fil'st two years, 
production of cine film positive only would be taken 
up and production ·of X-ray and some negative mate-
rial ano 'paper could be ~aken up only in the third 
year and full production reached in the fifth year. 
This programme was, however, amended in the new 
t 966 agreement according to which production of 
medical X-ray film and roll film would also be started 
as early as possible. The Committee find that even 
after the lapse of six years from the commencement 
of production in the case of cine film positive and 5 
years jn ,r.espect of medical X-ray, the actual produc-
tion was much less than the rated capacity. 

The Committee also find that the targets of pro-
duction were fixed much lower then the capacity 
envtsa~ed in the Modified Agreement. Even thelle 

--.,-~--,--.------ .-- -------- ------
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targets were revised downwards twice a year from 
1967-618 to 1971-72. The actual production has 
been less than even the reduced targets and thus 
much less than the rated capacity. The Committee 
depr~ate the fixing of targets very much less than 
the rated capacity and revising e,ven those reduced 
targets downwards. The Committee have discussed 
the shortfalls in production vm-a-vis the capacity and 
targets (product-wise) later in this Chapter. 

The Committee note that the modified agree-
ment entered into with the coll~borators in Novem-
ber, 1966, provided for an increase in the capacity 

of the plaQt for the production of medical X-ray film 
and roll film from 0.5 million sq. mts. to 1 million 
sq. mts. and 0.22 million sq. mts. of roll films to 
0.45 million sq. mts. respectively while the production 
capacity for Cine-Film Positive wes reduced from 
2.98 million sq. mts. to 2.45 million sq. mts. The 
Committe.:! regret to note .that in spite of the modifica-
tion of the sequence of production in the agreement 
with the collaborators in 1966, the programme of 
build-up of capacity wa's not correspondingly revised 
to enable the management to evaluate the performance 
with reference to such revised capacity. 

The CoMmittee heve in an earlier chapter given 
their recommel)~tions in Ulis regard. The Committee 
find that excep't in the· case of Medical X-ray film, 
Portrait film, .R,.oll Fi1Dl~ Neptive Film Photographic 
paper where the production s~ed earlier then it was 
envisage<1. in D,P .R., the actual production in the case 
of Cine Film Positive, Cine Film Sound, Cine Film 
Negative, Graphic Arts Films end otbers was always 
tess than the buUd up capacity. 

The Com.mittee would like Government to investi-
gate why tbe revised build up of capacity was not in-
corporated simultaneously in the modified agreement 
and fix rcspoasibility for the lapses in this regard. 

The Committee finel that acoording to tbe Manage-
ment one of the reasons. ·for· shortfall in production 

---_._-. __ ._------------ ... _--
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4.36 was that the design of the Plant and equipment was 
made by the collaborators, who were not familiar with 
the technology. 

4.47 
to 
4.50 

The plant and machinery welC subject to series of 
improvisations by collaborators and did not incorporate 
a set process. The Committee also note that the 
agreement with the collaborator stipulated thet the 
collaborators should provide for after-sales service at 
the cost of the company, to give advice and to suggest 
remedial measures, for repair of any defects. The 
undertaking categorically invoked these provisioD.'I 
during 1969-71 to get the technical problems re-
solved by the Collaborators. However. three technical 
problems, viz. Remelting of emulsion and gelatine 
layers, dark coating lines, appearance of discontinuous 
white lines in cine films positive and appearance of 
black print in X-ray sheets which. were ultimately res-
ponsible for rejections could not be resolved by the 
Collaborators. 

The Committee were informed that these problems 
were subsequently solved by t~ technicians of the 
Undertaking in 1973. According to the Management, 
the existence of tcchnical problems in the plant resulted 
in shortfall in production from the time of taking over 
the plant from the collaborators in October, 1968 till 
March,1973. These problems were further aggravated 
by the absence of systems control in the manufacturing 
operations. The Committee feel th.at the problems 
have not been tackled with a sense of urgency they 
deserved with the result that there was persistent loss 
in production. 

The Committee note that one of the reasons attri-
buted by the Management for the shortfall in produc-

tion was the switchini!; over from imported Cellulose 
Triacetate to the indigenous material. 

The Committee have been intonned that the pre-
sent indigenous Cellulose Triacetate has not been found 
suitable for manufacturing processes in the company 

---------------------------------------.----------
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and that the company had to suffer great losses on thia 
account. The Committee would like in this context 
to, recall briefly the facts of the case which are that ~ 
early as 1960 the company had got samp~es of the 
CellulOse Triacetate which was supposed to be manu-
factured by the private company for supply to Hindu-
stan Photo Films. These samples were got tested by 
Hindustan Photo Films at the factory of the collabora.-
tors in France who did not bring out any feature re-
quiring consideration. The firm was therefore allowed 
to proceed with the project. In December, 1968, 
when the first lot of the indigenous triacetate was made 
available, the undertaking after extensive trial found 
that elongation characteristics of the base were inade-
quate for cine positive. After several trials, a decision 
was teken in 1969 to accept the indigenous triacetate 
of this firm for reguiar use. The Committee note that 
the Undertaking before finalising the rate contract with 
DGS&D for the supply of indigenous CelJulose Triace-
tate, confirmed to the Government in May, 1969 that 
the quality and suitability of the indigenous products 
had been tested and found usable without major prob-
lem, except for minor variation in characteristics as 
compared to the im'ported materials. It was also con-
firmed that change-over from imported material to the 
indigenous one was not expected to affect the rate of 
production. The Committee are therefore unable to 
appreciate the statement now made by Hindustrut 
Photo Films that when indigenous Cellulose Triacetate 
was actually used in production the elongation of 

. base cllSt was found to be poor and that it also created 
other problems. The Committee regret to note that 
to overcome these problems, the Undertaking had to 
incur an expenditure of about Rs. 19 lakhs on modi-
fications of the plant extra scrap arising etc. besides 
engagement of additional operators to operate the 
modified machines. There were also increases in 
filteration and solvent loss and maintenance expendi-
ture resulting in additional recurring expenditure of 
about Rs. 9 lakhs p~r year. Despite these modiflca-

---- ._--_ .. _---
593 LS-17 



(1) (2) 

210 

(3) 

tiona, the rates of rejeqtions of the products also 
increased. 

The Committee are perturbed at the casual 
manner in -which the management agreed to switch-
over --to the use of Cellulose Triacetate to be manu-
factured by a private party without a conclusive 
evaluation of the quality and suitability of the mate-
rial which not only resulted in major modifications 
to tneplant at a cost of over Rs. 19 lakhs but also 
committed the Undertaking to recurring loss of 
Rs. 9 lalchs per year with consequential losses. The 
management admitted during evidence that "as 
elongation factor was marginally less than the mini-
mum specified we felt that we should be able to 
manage the manufacturing problems without much 
dimt:u'lty. We did ~ive clearance to Government 
on the basis of assessment for which we are res-
ponsible. " 

The Committee are surprised to find that the 
question of recoveri'llg any portion of the cost of 
modifying the machines to make them suitable for 
using the private firm the material sUp'plied by them 
wac; 'also not pursued earnestly. The Committee 
recommend that the entire matter should be investi-
gated and responsibility for the lapses of the manage· 
ment at the different stages fixed. The Committee 
also find that because of a indecision over the quality 
of indigenous triacetate there has been a delay in 
obtaining the import licence for, procuring t~e re· 
quisite material from abroad With consequential loss 
in production. 

The Committee also recommend that the Manage-
ment should draw a lesson from their experience and 
at least now make sure about the physical ~ni 

.. fT' t te 'm consultation chemical characterlShcs 0 nacea . h 
with Rcse.arch Institutes and other experts 10 tf e 

. . f th commitments ot' field before entenng lIlto ur er • 
the purchase of indigenous material from the .pn~ate 
firm. The Committee would like to make It c ear 
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that while tbeyare for import substitution and for 
attainment of self-reliance they cannot too strongly 
stress the need for ensuring proper co-ordination so 
that the raw material and other goods required for 
manufacture. by a public undertaking become avail-
able in time and do not in any marmer affect adversely 
the production. 

The Committee find that one of the reasons for 
the sliortfall in production is the heavy percentage 
of inprocess rejections. The Committee note that 
during 1968-69 to 1971-72 the percentage of rejec-
tions ranged for 85 to 152 per cent in the case of 
Cine Film Positive, 176 to 444 per cent in the case 
of Medical X-Ray Films and 16 to 68 per cent in 
the case of bromide Papers with reference to fina! 
Jutput against the norms of 11.36 per cent, 27.01 per 
cent and 9.18 per cent prescribed for these in DPR. 
The Committee find that in respect of cine positive 
the rejections have shown a marked increase at base 
casting and substraction stages in 1970-71, the 
rejections were heavy in regard to medical X-ray films 
at the coating and conversion stages. The rejectjOll~ 
were the heaviest at the base casting and conversion 
'in respect of all the years. An analysis of the. input 
and output position of the different processes indi~ 
cated that the substration, coating and conversion 
department had spare capacity to take larger inputs. 
which however, was not utilised on account. of the 
inability of the base casting department to feed all 
the subsequent processes. The. inability of the base 
casting department was mainly du~. t~ the rugb-
rejections and also due to under utlhsatlOn of the 
ca.pacity. 

The Committee regret to note !hat no attempts 
were made to locate tbe problem from the base cast-
ing side and increase the production at the base 
casting unit by increasing the speed of the base cast· 
ing unit nor to analyse the causes of rejection at that 
stage. Even the available input was not processed 
in the coating and conversion departments. 
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. ~e Comm~ttee feel that in spite of these beavy 
rejections at different stages, 'DO cause-wise analysis 
~ the ~ejections was done by the Management. The 
~mI~l1ttee. are left with an impression that the high 
reJecuon levels may also be due to the defective 
pr~vision for acceptance tests without 'co-relating the 
fimshed products to the inpqts at the different stages 
of production and provision of too short a test-run to 
prove the efficacy of the plant in the Modified 
Agreement. It is surprising that even after the 
Management had known about these rejections in 
the working of the plant through the years it was 
only towards the close of 1971-72 that they mitintcd 
corrective action to effect improvements, when the 
cumulative loss of the plant was over Rs. 11 crores 
and the entire capital of the Company was wiof'd oft'. 
The Undertaking has already incurred an exptndi-
ture of Rs. 29 lakhs upto September, 19;3 and 
expects to incur an additional expenditure of Rs, 16 
lakhs to complete the improvements. According to 
Management though this is expected to secure n 
gradual reduction in wastage during 1973-i 4. the 
effect will be felt only in the latter half of 1973-74. 
The Committee are not sure whether these modifica-
tions etc. would really result in reduction in the 
percentage of rejection and improve the quality. 
The Committee cannot but express their feeiing of 
dissatisfaction that the Undertaking has allowed 
matters to drift thereby causing heavy losses to th~ 
Undertaking year after year. The Committee recom-
mend that the matter should be thoroughly investi-
gated with a view to fixing responsibility for the 
failures at various stages and to take remedial 
measures without ,further loss of time, tD achieve best 
production results and eliminate losses on account 

4.130 
to 

4.146 

of heavy rejections. . . 
The Committee note that the undertakmg set 

up a plant for the production of Silver Nitrate ~d 
a Silver Recovery Plant at a cost of Rs. 13 lakhs In 
1966-67. The expectation 'at the time of setting up 
of Silver Nitrate and Silver Recovery Plants was that 

-----------.----------
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almost the entire Silver content from the waste would 
be recovered. For accounts upto 1969-70, the 
consuniption of silver was worked out on or; basis 
of silver content in the finished product and in the 
work in progress and the balance of input Wa& shown 
as recoverable from sludge granules, waste-scra~ 
etc. 

The Committee, however. find that recov~ry ot 
Silver from Sludge and granules was not mane on 
regular basis till 1969-70. 

The. Committee note that it was only during 
1970-71 that certain ad hoc 'norms were fixed by a 
Task Force appointed by the Management. 

The Committee find that on the ba<;is of con-
sumption figures derived in the above manner and 
on the basis of the ad hoc norms silver of value 
Rs. 28 lakhs was treated as lost for purposes of 
annual accounts for 1970-71 fmd charged to the 
account by reduction of the closing stock of silver-· 
in-process without relating it to the actual recovery 
made .from the different elements. . 

During 1971-72. the Committee find that Silver 
valued at Rs. 22 lakhs was deemed to have been lost 
and adjusted in accounts with reference to the ad-
hoc norms fixed by the management. 

During 1972-73 silver valued at Rs. 38 lakhs was 
considered to have been lost and adjusted in the· 
accounts. 

The Commitee note that the silver entrapped in 
the slag from the furnaces and crucibles WB' not 
recovered and the slag arisings were accumulated and 
an ad hoc quantity was treated a!\ irrecoverable in 
the 'process of smelting etc. and the balance was 
presumed to be available for recovcra~1Je from slag 
and included in the closing stock of silver ill process. 
It was only in October, i 972 that a ccrtuin qualit~ 
of slag was sent for the first time to Bharat Gold' 
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Mines Limited for recovery of silver. It was ad-
mitted during the evidence by the Management iliat 
they were not aware whether facilities were available 
under Bharat Gold Mines Limited for recovery of 
silver from slag. 

The Committee were informed that even after 
the reported fixation of ad-hoc norms no atteJ'T'r 
was made for investigating losses in excess of these 
Dorms and they were treated as abnormnl losses and 
written off in the accounts. The Committee find 
also that the loss attributed to over coating could 
not be established. 

There was also no arrangement for periodical 
stock:-taking of all the sUver bearing wastes and 
silver in catchpit sludge, anode bags and slag.o; was 
not verified during 1971-72. There was also no 
proper system for. collection, weighment, and expe-
ditious disposal of wastes. 

The Committee me surprised to find that it 
was only in June, 1973 when the losses were higher 
than the ad-hoc norms, that the matter was reported 
to the Management and Board by the Finance 
Division. The Directors expressed grave concern 
at the casual manner in which the shortages were 
hand-led even though the losses were as high as 
Rs. 30 lakhs in respect of 1972-73 alone. The 
Board requested the Company Auditors to arrange 
for fresh inventory of all stocks as on lst June, 1973 
in liaison with the Manager Finance Division to 
ensure that the true state of affairs of the Company 
were known and to evaluate the liability of the 
Compfl'[lY on all counts before the accounts for 
1972-73 were closed. The Board also directed that 
the Managin!!: Director should investigate the. shor-
tage thoroughly and submit a detailed repo~ there-
on. The Committee were informed that, Slllce tlY 
the matter had been thoroughly investigated. silver 
consuJ1ption norm~ had been fixed, control p<?ints 
established 'afld documentation tightened. 
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According tq the Report of the Management, 
a loss of 7619 Kgs. of silver of the value of over 
&S. 42 Iakhs was established for the year 
1972-73 on the basis of independent verification 
and norms estimated by the Co. in 1970-71 and on 
this basis of the total loss of silver from 1968-69 
to 1972-73 would work to Rs. 93 laths. 

Investigations conducted by the Company Audi-
tors, however, revealed that the total loss fro 
1966-67 to 1972-73 exceeded Rs. 1 crare. 

The Committee were informed that a special 
technologist was going into the losses of silver year 
by year and also the question of standards. 

It was admitted by the Undertaking during evi-
dence that:-

...... we did not find in the operating 
management the feeling that they ~ 
dealing with public fU'Jlds. In other 
words, as long as the sense of accoun-
tability was DOt there, I do not see 
why anybody should bother whether 
silver is lost or anything else is lost ..... . 
It was a whole lack of systems control. 
That has, what led to these many prob-
lems of wbich silver is one" 

From the fore-going analysis, the Committee are. 
convinced that the procedure observed as a whole 
did not secure an effective system of internal COD-
trol over consumption, recovery and accountal of 
sUver. The Committee cannot but express their 
grave dissatisfaction over the negligence on the part 
of the Management to not only keep an effective 
control over the use of such a costly raw material 
like silver, but to have evefl failed to bring the 
facts to the notice of Board immediately after the 
loss was known to them. 

The Committee recommend that the entire 
matter should be investigated by a High Level 
Committee to pin-point the lapses on the part of 
Management and 'all others concerned r. nd to asce.r-._---------------------
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tain as to how far the loss of silver was COllSe-
quential to normal utilisation and whether the loss. 
was not due to other causes like avoidable wastage, 
pilferage etc. and to fix the responsibility for the same. 

Pending investigation at high level as suggested 
by the Committee in the foregoing paragraph Gov-
ernment may consider the question of issuing guide-
lines to other public undertakings so that adequate 
care is taken in the use of precious metals, chemicals 
and other raw materials required for manufacture to 
obviate losses in storage and handling and that 
Dorms of their consumption/wastage in processing 
should be precisely laid down on the basis of the 
best expert advice available so as to obviate any 
chances of pilferage, wastage etc. 

There should also be pioper management 
control to ensure that important data about con-
sumption and wastage of these precious metal~ •. 
chemicals, raw-materials etc. in manufacture are. 
reported to the management together with the pres-
cribed norms and where the losses are of a substan-
tial nature, these are reported specifically without 
delay to the Board of Directors and Govemment. 

The Committee find that in the first week of 
October, 1972 the. Undertaking sent slag to Bharat 
Gold Mines Ltd., another Government of India 
Undertaking, for recovery of silver. The Committee 
note that out of 65 to'l1S of slag which arose upto 
31 st March, 1973, silver to the extent of 1540 kg. 
was actually recovered by the BhaTat Gold Mines. 
upto June, 1973 indicating a recovery of 23.7 kgs. 
per ton although, silver to the extent of 21_20 kgs. 
was shown to be re.coverable from the slag ansmg 
upto 31st March, 1973 without indicating the qU'an-
titv of slag. The Committee understand that a 
turther. quantity of 1247 kgs. are expected to be 
recovered by tbe Bbarat Gold Mmes. The Com-
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18 4.176 
to 

4.180 

m the case. ~ : 

The Committee. regret to note that the Under-
taking suffered a cumulative loss of Rs. 104 

lakhs because of low recovery of solvents durmg 
the period from 1968-69 to 1972-73. The Com-
mittee note that the solvent loss was in excess of the 
norms indicated in the Collaboration Agreement. 
The solvent loss increased from 5.97 lakh litres in 
11968-69 to 9.33 lakh litres in 1970-71 and then came' 
down to 6.43 lakh litres in 1972-73. The filteration 
loss increased from 3.31 lakh litres in 1969-70 to 
5.23 lakh litres in 1972-73. According to the 
Management though the. filteration loss was not re-
coverable at aU, this is taken into account while 
working out the loss per kg. of base. The Com-
mittee find that the loss per Kg. of base has inereu-
ed from 1.41 Kg. in 1968-69 to 1.77 Kg. in 1972-73 
against the norm of 1 Kg. prescribed in the agree-
ment. 

The Committee also find that· the solvent and 
consumed in the substraction section also from which 
no recovery is made. The solvent loss in substrac-
tion section amounted to Rs. 23 lakhs during 
1968-69 to 1971-72. 

The Committee are surprised to find that inspite 
of the huge loss of over Rs. 1 crores the Manage-
ment has failed to bring it to the notice of Govern-
ment. 

The Committee fail to understand as to why. 
when the ManagementlGovemment was aware of 
the abnormal losses no timely 'action was taken to 
introduce effective measures to ,arrest such losses and 
improve the recovery efficiency. The Committee 
would like that the responsibility for failure to take 
tir;.zly action in the matter should be. fixed. 

The Committee note that while the equipment 
'l'\ow installed may improve the efficiency of solvent 
recovery in the base casting, it wlll not improve the 
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efficiency of recovery in the substration stage. The 
Committee were huormed that a study in this 
regard has revealed that the Undertaking has to 
spend about Rs. 2Q to Rs. 22 lakhs while the reco-
very would be of the order of Rs. 3 to 4 lakhs in 
substration stage. The Committee like that this as-
pect may be carefully gone into before final decision 
is taken in the matter. 

The Committee note that the Undertaking has 
not been compiling data regarding utilisation of 
machinery ltpto 1969-70, although such statemen's 

are compiled in the various Departments from 
1970-71. The Committee find from the statement 
that total down-time, in respect of basecasting was 
maximum in 1971-72 (21396 hrs.) In the Subs-
trating, it was maximum in 1970-71 (17339 hrs.) 
In respect of Coating Tunnel the down-time (3532 
hrs.) was maximum during 1972-73. In regard to 
Coating Festoon the maximum down-time was in 
1970-71 . In the coating Pedotators the down tim~ 
was maximum in 1970-71. In the case of Reslitting 
X-ray and bromide the maximum down time was in 
1972-73. The Committee regret to note that a 
consolidated statement showing the cause-wise down 
time analysis for the year was not being compiled. 
Management admitted that they had not compiled 
the data for the working of the machines on the 
grol.!nd that the rejections were on high side result-
mg in 'poor utilisation of machinery. 

The Committee need hardly stress the impor-
tance of maintenance of records showing utilisation 
of machine.ry so that the management may be in a 
position to judge the efficiency of their working and 
to enable them. to take timely action. 

The Committee note that according to the guide-
lines laid down by the Government of India regard-

ing the pricing policy to be followed by the Public 
Undertakings, in respect of Undertakings which 
operate under monopolistic conditions the landed 
cost of comparable imported goods would be thr 
ceiling within which the undertaking can fix its OW'!1 
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selling prices taking an appropriate return on capital. 
According to Management, the majority of the pro-
ducts of the undertaking, except cine film, positive 
(35 MM) are neither enjoying the absolute mono-
polistic or semi-monopolistic position and have 
therefore to be sold in competition. The committee. 
were however informed that judged from the pre-
sent market position there may not be any competi-
tion in regard to Bromide paper and X-ray. The 
Committee note that the, Undertaking has beeon 
selling its products at less than the cost of produc-
tion during 1970-71 to 1972-73. The Committee 
were informed that the undertaking is now in the 
process of rationalising its prices with a view to 
recover the full cost of production. 

The Committee stress that undertaki'llg shollid 
take immediate steps to rationalise the price struc-
ture of its prod~cts so that the selling p'rices are 
really competitive. 

The Committee note that an Advisory Com-
mittee set up by Government in January, 1961 
suggested that it would be desirable for the under-

taking to set up its own sales offices at different places 
so that by the time the factory went into production, 
the distribution and service facilities could be gradu-
ally built up. Accordingly the Undertaking decided 
in April, 1961 that supply of cine films should be al-
located to producers, who would !be able to assess the' 
films and advice the Company on any modification. 
In July, 1961 the Undertaking decided that the distri-
bution of cine film positive should be entrusted to a 
sales organisation for a period of three years with 
option to extend the arrangements for another period 
of two years. Accordingly the Undertaking appoint-
ed in January" 1963, a private firm as sole stockists 
'8Jld agents for cine film positive upto 31st December. 
1964. These arrangements were reviewed by the 
Board periodicallv and the arrangements have been 
extended from time to time and are now due to ex-
pire in June, 1975. 
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In regard to medical X-Ray films the Committee 

find that the distribution of X-ray film was entrusted 
to three distributors in June/July 1967 for a period 
of three years. This W'dS extended from time to timo 
till June, 1975. 

The Committee also find that sales of photo ma-
terials was handled directly by the Undertaking in 
certain areas and for this purpose four Sales Offices 
-one each at Bombay, Calcutro, Delhi and Madras 
were established with a view to familiarise the public 
with the products of the Undertaking. The Commit-
tee note that one of the reasons justifying the con-
tinuanceof the existing distribution arrangements was 
that marketing of these products involved mainten-
ence of cold storage rooms, grant of credit facilities 
and sizable business offices manned by trained per-
sonnel which the Unw:rtaking found difficult to set-
up concurrently with the existence of their production 
problems. 

The Committee also note that the existing distri-
bution arrangements were reviewed by the Manage-
ment in October, 1971 when it was proposed that 
the Undertaking should take over aU the distribution 
in phases by April" 1974. 

The Committee find that the implement'ation of 
these proposals ~iOd taking up of the distribution 
arrangement for cine Film Positive and Medical 
X-rdy film by the Undertaking would result in an 
a'llnual saving of Rs. 40 lakhs to Rs. 42 lakhs. The 
Commi,ttee are surprised that in s'pite of these savings 
the Board favoured the continuance of the existing 
distribution arrangements till June, 1975. 

TI1C Committee were informed that thc marketing 
organisation was not yet turned to taking up the 
direct distribution of finished goods. The Commit-
tee see no justification for the continuance of exist-
ing arrangements for distribution. The Committee 
recommend that the management should review the 
present distribution arrangements and further the fea-
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sibility of taking up distribution of the product direct-
ly after the expiry of. the present arrangement iJa 
1975. The Committee note that the CorporatiOJl 
has sales and distribution offices at the foU[ metro-
polimn cities--Bombay, Calcutta, Madras and Delhi 
to deal with direct sales of photo materials and also 
keep liaison with the public. 

The Committee find that the percentage of ex-
penditure on the maintenance of these offices to the 
direct sales effected by them from 1968-69 to 1972-
73 ranged from 7.56 per cent to 135.16 per cent 
in Madras, 2.13 per cent to 56.43 per cent in Bom-
bay, 3.20 per cent to 34,70 per cent in Calcutta 'and 
1.88 per cent to 21.76 per cent in Delhi, although 
on the basis of the overall sales, percentage of ex-
penditure on total sales ranged from 1.19 per cent 
to 4.2 per cent in thl'. case of Madras, 0.50 per cent 
to 3.9 per cellt in Bombay. 0.33 per cent to 5.7 per 
cent in Calcutta and in Delhi 0,37 per cent to 4.5 
per cent. The Committee 'also note that the Under-
taking is required to deal only with a limited num-
ber of customers in the case of Cine-Positive Films. 
The Committee recommend ~hat the Sales Offices 
already set up should be utiliSed for taking up direct 
sales and. distribution of two products of the under-
taking so as to keep the expenditure on sales over-
heads to the minimum . 

The Committee note that though the Company 
bad the option of making direct sales of X-ray 

films to Government departments, no such sales 
were made by the Undertaking. The Committee wero 
informed that ~Ifter careful consideration of econo-
mies of such direct sales and other over ridiog consi-
deration such as CQ<;t of financing etc., the Board de-
cided to have the sales of X-ray films made through 
distributors only. The Committee are not convinced 
of the justification in this regard and feel that the 

----------_._----
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payment of coJllDlission in regard to sales to Gov-
ernment departments is avoidable. 

The Committee find that in spite of the instruc-
tions of Government, that quotations for rate con-
tracts by DGs&D should not be through the distri-
butors, the Undertaking has not been giving such 
quotations directly but routing them through distri-
butors which ultimately result in payment of com-
mission to the distributors. The Committee feel that, 
as admitted by the representative of Government dur-
ing the evidence, there is no particular reason that 
quotations should go through the distributors. The 
Committee recommead that the procedure may be 
r.eviewed and quotations whenever asked for the pro-
ducts of the Undertaking may be given directly by 
the Undertaking thereby obviating the necessity of 
the payment of commissions to distributors. 

23 5.51 As admitted by Ministry, Government/Under-
taking should consider marking of the prices on car-
ton so that the customer may be in a position to know 
the prescribed price and does not pay mor.e than 
that. 

24. 5.54 The Committee were given to understand that 

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

the Board of Directors decided to increase the poco 
of Cine-Positive Films with effect from 1st Februaryt 
1973 but allowed extension of time limits for sale 
to consumers at the old prices till 25th March. 
1973 for disposal of the existing stocks of Cine-
Positive Films. The Committee were informed that 
the Board edopted this market strategy after taking 
congnizance of large inventory which had considre-
able effect on the cash flow position of the undertak-
ing at that time 31ild also doubtful quality of subs-
tantial portion of the stock. 

The Committee were assured that the benefit of 
'extending the time limit was intended to be passed 
on to the consumers -and not to the distributors al<me 
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25. 5.62 

26. 5.68 

,n ,,and ·thiJI was, actually so. The Committee are not 
,sure whether this stra~BY achieved the desired re-
sults as envisaged by the Board of Directors and the. 
consumers were not adversely affected by the in-
cre.ase in prices. The Committee would like that this 
matter may be gone into in depth so as to verify 
that the procedure has not given any undue benefit 
to the. distributors resulting in payment of higher 
prices by cOllSumers. 

The Committee regret to note that the number 
of complaints received from the consumers has in-
creased from 343 in 1968-69 to an all high figure of 
1066 in 1972-73. The value of credit notes issued 
in 1972-73 alone amounted to Rs. 11.28 lakhs. The 
Committee also find that tHe number of complaints 
has increased particularly in the case of Bromide. 
paper; where the number has gone up from 51 in 
1968-69 to 650 in 1972-73. The Committee regret 
to note that in spite of the large number of com-
plaints, the undertaking had not been making any 
cause-wise analysis of the complaints till 1970-71. 
It has been admitted that there were some lapses in 
the past but the present system control has definitely 
reduced rejections. The Committee were Informed 
that the nature of the complaint is independently in-
vestigated in the factory. The Committee recommend 
that a careful analysis of the causes of Sales returns 
should be made so that the areas stages from where 
there are large rejections could be identified and suit-
able remedial measures taken to prevent recurrence 
of the same. 

The Committee raegret to note that the Under-
taking had to incur a loss of about RI. ?;.! lakhs as 
a result of exports of Cine-Positive FillbS during 
1969-70 to 1972-73. The Committee were informed 
that these exports were of an experimental nature to 
test the quality of products for the international mar-
ket. The Committee do not appreciate the efforts or 
the Undertaking to export .its products at a loss even 
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as an experimental measute when it had not been 
able to stabilise its production in the plant, improve 
its quality and meet the internal demand of Cillo-
Positive Films within the country. 

27 5.75 The Committee regret to note that as on 31st 

'.28 

March, 1973 a sum of Rs. 229 lakhs was pending 
5.76 realisation representing about 150 days' sales. 

5.91 
. to 
5.94 

The Committee alSI;> note that in some cases, tho dis-
tributors had delayed payment upto 2 months but no 
action could be taken by the undertaking in the ab-
sence of a suitable provision in the agreement. 

The Committee also note that while on one hoand 
heavy amounts are outstanding from sundry debtors, 
on the other. hand the Company could not make pay-
ment to its creditors in time with the result that it 
had to pay penal interest to the extent of Rs. 2.34 
lakhs to the Silver Refinery at Calcutta in respect of 
supply of silver upto September, 1970 besides mak-
ing provision for liabilities to the extent of Rs. 6.85 
lakhs, R!l. 10.67 lakhs and Rs. 1.39 lakhs in the 
nccoun t for 1970-71, ] 971-72 and 1972-73. The 
Committee recommend that a review of the distri-
butorship agreements should be undertaken to rectify 
any lacuna in the agreement, /Which stand in tho, 
way of realiS'lltion of dues in time so that the under-
taking is not put to difficulties in honouring its com-
mitments. 

The Committee note that against the total re-
quirement of photographic products, in 1972-73 the 
undertaking's share in the case of cine positive is 

68 per cent, Medical X-ray-54 per cent and photo-
graphic paper 22 per cent, The Committee also find 
that the sale of cine positive/Bromide paper includ-
ing all photographic paper. have not kept pace with 
production. It has been explained that the quality 
of Bromide paper produced by the Company does 
not quite satisfy the market requirement. In regard 
to Medical X-ray, the difficulty was due to Jarger 
availability of imported X-Roay Films . 

. _- ------_. -----_._--
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The Committee qnd that sale of cine positive and 
Medical X-Ray are made through Distributors while 
other photographic products are sold partly through 
distributors and partly 'through the undertaking's own 
offices. The Committee regret to note that DO re-
cords are maintained to give the break-up of sales 
of Medical X-Ray and Bromide paper separately t~ 
.the. private 'parties and Government departments. 
The Committee also find· that in th~ case of Ckie 
Film Positive full commission is being paid hom 
June, 1971 even for sales to Government Depart-
ment in view of the distributors having agreed to the' 
reduction' of credit period from 90 days to 60 days. 

So far as sales to Government Departmental 
through distributors are aoocerned, the Committee 
have already made their oltservations elsewhere in 
this report. The Committee see hardly any justifica-
tion for routing the salee to Government Departments 
through the distributors thus ent9iling payment of 
,avoidable commission. The Committee would like 
Government to go into the matter earlier with a 
view to taking the conclusive action and ensure tha~ 
sales to Government Departments are made directly 
by the Undertaking. 

t The Committee regret to note that because of 
heavy· shortfall in production, Government bIId to 
import Jumbo Rolls' for' conversion into medical X-
ray films and for sale witDln the country. While the 
Imports during 1967-68 to 1971-72 were of the order 
of 3.92 lakhs sq. metres for Rs. 107 lakhs the im-
port during 197~ 73 alone accounted for 2.69 laths 
sq. metres for Rs. 82 l'khs which were almost three 
times the annual import in terms of quantity. ThiS{ 
was stated to be due to production not going up in 
1972-7~ -and production for 1969 to 1972 remain-
ing more or less statIonery. The Committee need 
hardly. stress that un1ess the undertaking steps up its 

. production and' improves the quality Government will 
have to go in for larger imports with an out-go or 
greater amount of foreign exchange. 
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6.13 The Committee note that the cumulative loss 
suffered by the undertaking till the end of 31 st 
~arch. 1973 was of the orckr of Rs. 14.86 crorer 
as ... ga.inst the paid up capital of Rs. 6.32 crores 
i.e. about 235 per cent of the equity capital and that 
there has been default in repayment of loans taken 
by it from the Government of India for financing iots 
expenditure. The Committee note from the capital 
structure of the Undertaking that the debt equity 
ratio has been gradually becoming unfavourable 
While the rata was 1.45: 1 on 31st March. 1969, 
the position on 31st March, 1973 was stated to be 
2.36 : 1. The Committee understand that the ques-
tion regarding the re-orgacisation of the capital struc-
ture of certain other public undertakings like Heavy 
Electricals (India), Ud. and waiver of interest on 
loans granted on account of cash 19~ses. incurred by 
the undertakings are under the conSideration of the; 
Government of India. The Committee desire that 
a decision in this regard should be taken expediti-
ously. The Committee need hardly stress that the 
real solution lies not so much in the reorganisation 
of the capital but in the full utilisation of the capa-
city and reduction, if not elimination, of the rejections 

6.33 The Committee regret to note that the under-
to takiog has been incurring losses right from inception 

6.38 and the loss has increased from Rs. 204.42 lakhs in 
1968-69 to Rs. 297.34 lakhs in 1972-73~ the cumu-
lative loss as on 31st March" 1973 was Rs. 14.86 
crores against the paid up C'!lpital of Rs. 6.32 crores 
i.e. about 235 per cent of the equity capital. 

The Committee find that low utilisation of capa-
city, erratic production both qualitatively and quan-
titaviely, excessive rejections, excess of scrap. excess 
coosumption of materi'8ls. low recovery of silver and 
solvents have mainly contributed to the loss. Besides 
the loss on account of silver to the extent of Rs. 22 

_.,--.-.------- -- -.-.--~----~-. ------ .---,.-~-.--.- "-----,--- - --~.,~ .. --- ._ .... '-_.-----
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laths in 1971-72, the contribution made by the pro-
ducts to the total loss in 1971-72 was to the extent 
of Rs. lS4 lakhs by cine film positive, Rs. 8S lakhs 
by medical X-ray film and a small profit of Rs. 7.S 
lakhs by bromide paper. The contribution towards 
IDss during 1972-73 was about 119 lakhs under Cine 
Film, Rs. 81 lakhs under Medical X-ray ~nd Rs. 6 
lalebs on account of Bromide paper, and the loss on 
account of silver was to the extent of Rs. 38 latchs. 

The Committee find that while the value of pr0-
duction in all the years fuUy covered the. cost 
of direct materials and direct wages excepting 1968-
69 the extent of coverage of other expenditure varied 
from year to year .. It is surprising that though Gov-
ernment and Manage!llent were in the know of losses 
no effective action has been taken to arrest the losses. 
It has been admitted by the representative of the 
Ministry that it is only with efficient and better 
management that the· losses could be reduced. 

The Committee note that the DPR did not contain 
the profitability analysis. In ~ptember, 1966, the 
Company prepared a tentative forecast which was 
revised in August. 1968. In the light of problems 
encountered, another revised forecast was prepared 

. in for 7 years from 1969-70 to 1975-76 which was 
updated in November, 1970. The actual perform-
ance of the Company during 1969-70 to 1972-73 did 
not. however, came upto the level expected in these 
forecasts. 

The Committee were informed that the Manage-
ment has since initiated certain measures to improve 
the working of the undertakings like maximum utilisa-
tion of capacity, Jumbo Roll ccnversion programme 
for X-ray films, roll films and colour films, reduction 
in scrap levels, additional control facilities, adoption 
of realistic pricing policy and adoption of suitable 
industrial relations. 
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The Committee feel that unless concerted measures 
are taken to step up quoality production by reducing 
rejections, economising in consumption of materials, 
adopting costroouction methods and rationalising its 
programmes of production and distribution consistent 
with market demands, the finaucial viability would 
seem to be fal'" remote thus entailing greater volume 
pf imports couple4 with increased outgo of foreign 
u~hange. 

The Committee note that though the undertaking 
went into co:nmercial production in June, 1967, only 

monthly statements of costs were prepared till De-
oember, 1968. From January" 1969, the system ot 
marginal costing was adopted by which control of 
60St was exercised on the main element of cost 

namely material which constituted 70 per cent of the 
eosts and not on -the total cost of production, with 
the result tllat a comparison with the cost of produc-
tion in the DPR was not possible. A costing manual 
was issued and a revised costing system was intro-
duced in April, 1971 so as to compile the total cost 
of -each product under the .headings labour, materials 
and overheads. The contention of the Management 
was that the DOst in the DPR could not be taken as 
guide since lite manufacturing technology and pro. 
duct mix have been cha.nsed~ The Ministry have 
admitted that this was not the best method of deter-
mining and regulating costs. 

The Committee feel that at least the budgeted costs 
should have been worked out so that the manage-
ment may have a yard-stick for assessing the reason-
ableness of costs and to exercise control thereon. 

TheCommutee feel perturbed to note the absence 
of a proper system of cost cQntrol which has in a 
measure contributed.to the loss incurred by the under-
taking. 

-------------------- -----.-.-----...... -.. ~-
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The Committee find that standard costing system 

has b~n introduced in April, 1973. The Co:nmitteo 
feel that now at least with the introduction of stan-
dard costing system, it should be possible for the 
Management to work out the cost of the products at 
each stage of the process, analyse the cost and bring 
to the notice of the top management variance analy-
sis to enable them to take suitable correctiv~ action in 
time. 

6.61 ' The Committee note that according to the terms 
of agreement with the collaborators custom duty for 
any unusual tools, instruments, etc. specially pro.. 
cured -for ,errection and bTlilugl).t ,to the site by the col-
laborators would .be paid by the undertaking. The 
duty would be refunded if the tools and equipmeQts 
were re-exoorted bv the collaborators within a specI-
fic time. The Committee regret to note the under-
takin~ has to incur a loss of Rs. 51,565 as It could 
not claim refund of custom dqty In the absence of 
details of re-export of tools and equipment by the 
collaborators The. Undertaking had conceded the 
lapse on their part for not keeping the details. The 
Committee reclommend that Govermnent/Undertak-
ing should fix responsibility for the lapse with a view 
to taking departmental action. 

7.5 The Committee note that the Undertaking has 
to' 7.8 been purchasing its requirements of proprietary items 

or items of particular brand direct from the manu-
facturers or the ·authorised distributors! Agents after 
!!ettin~ a quotation from them. 

Purchases on the basis of opcn tende~ are made, 
only in exccNional cases after obtaining specific 
orders from the Managing Director. 

The Committee find that in respect of rna,jor pur-
chase orders of value exceeding Rs. 10.000 placed 
by the C'.ompany during the five years 1968-69 to 
1972-73. none of ~hc orders was placed on the basis 
of open tenders and even non-proprietary items were 
purchased on single tender basis. 
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The Committee have pointed out in a subsequent 
section of this Chapter how the procedure of Single 
Tender has put the undertaking to a loss. 

While the Committee can see some justificaii;:fu; 
adopting this procedure of single tender directly from 
Manufacturers or fro:11 authorised agents in regard 
to specialised items with stringent specifications in-
cluding imported items, the Committee fail to under-
stand why open tenders should not be invited at least 
in the case of balance of items which are not of a 
proprietory or specialised nature. The Committee 
recommend that the Undertaking should follow the 
well recognised procedure of making purchases 
through open tenders in the interest of securing the 
most competitive rates. 

34 7.19 The Committee note that the Undertaking placed 
to 7.23 an order in February. 1967 for purchase of 97.83 

M. tons of Methylene Chloride at a higher 'price of 
US $ 0.1508 per lb FOB, New York on a single ten-
der basis a1though within two months of the same 
order it /lot 'a lower offer from another firm at the 
rate of US $0.0985 per Ib FAS, New York after invi-
tation of tenders. Even after receipt of this lower 
offer and when the former company agreed to reduce 
its rate to $ 0.13 per lb FAS, New York. the under-
taking did not make any attempt to secure any re-
duction in price. 

The Commit,tee were informed that this was on 
account of the anxiety of the undertaking to buy the 
material from the collaborators of MeUur Chemicals 
who were setting up a manufacturing plant in India. 
It ha" been admitted by the Ministrv that Govem-
ment were not satisfied with the justification given by 
the Management who should have invited open ten-
ders before placing order. 

The Committee regret to observe that because of 
non-invitation of tcnders in the first instance and 
placing the order on a single tender basis, the under-
taking had to incur and extra expenditure on 84,599 
on the purchase ,0{ 97.83 M. tons . 

-----------.--- -------'-- ------ . ---_.-
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The Committee also find that the undertaking had 
been. taking its requirement of Methylene Chloride 
from Mettur Chemicals from September, 1967. The 
Committee find that even in 1973 against the re-
quirement of 2000 tons of. the materials from 
January to December. 1973 the Mettur Chemicals 
could supply only 1048 tons i.e. about 50 per cent 
of the requirement with the result there had been 
under-utilisation of the capacity of the plant, reduced 
output and consequent losses to the undertaking. 

The Committee do not appreciate the hasty action 
of the Management in having placed an order on the 
basis of single tender at a higher rate first on the 
collaborators of an Indian firm and thereafter switch-
ing over to the Indian firm who on account of its 
failure to meet the demand of the undertaking in full 
had put the undertaking to further losses. 

The Committee find that the stock of raw mate-
rials has increased from Rs. 140.35 lakhs repre-
senting 8.8 months consumption at end of 1968·69 
to Rs. 268.68 lakhs representing 9.8 months consump-
tion at the end of 1971-72. The stock has however, 
come dowri ·!o Rs. 176.40 lakhs representing 3.9 
months' consumption at the end of 1972-73. 

In regard to finished stock, the value of finished 
stock has incr.e-dsed from Rs. 30.50 lakha representing 
1.6 months' sales at the end of 1968-69 to Rs. 197 
lakhs at the e~d of 1972-73 representing 3.9 months' 
sales. 

The Committee find that the 'Fourth Committee 
on Inventory Control' appointed by Government of 
India, which examined the inventory holdings of the 
Undertaking had found that the Undertaking had been 
oorrying stock of raw materials in excess of norms by 
Rs. 191 lakhs, tts. 198.47 lakhs and Rs. 243.50 lakhs 
at the end of 31st March, 1970, 31st March, 1971 and 
31st March, 1972 respectively. The excess has, how-
ever, come down to Rs. 156 la1chs on 31st March, 
1973. 
------------- -----_._---
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The Committee are informed that the Management 
, arc already taking steps to implement the recommen-
dations of the Inventory Control Committee except 
those relating to institution of a system of reporting 
to top management and re-organisation of Production 
'and Material Management Departments which are in 
the process of implementation. 

The Committee ere also informed that a system 
of . perpetual verifica·tion of stores is now in vogue. 
The Committee recommend that oodertaking should 
complete the re-organisation of the production and 
material management departments soon So that plan-
ning, scheduling and purchases of material can be 
systematiseo. 

The Committee trust that with the implementation 
of the recommendations of the Inventory Control 
Committee and institution of perpetual stock verifica-
tion system, it shou1d be possible for the Undertaking 
to keep the+Oventory under contl'l'll and avoid over 
stocking of materials. 

The Committee regret to note that the Undertaking 
oad to write-off a sum of Rs. 28,631 being the cost 
of 2,31,643 spools purchased in September, 1966, as 
these were found to be defective and could not be 
used. The Committee were informed that the defect 
coukf be noticed only at time of the use of the Spools. 
The Committee fail to understand as to how such 
defective materials were purchased without proper 
lIerifioation and, inspection of the samples. 

It has been admitted that this was due to faulty 
system control and the samples should have been 
approved before the materiels were purchased. The 
Committee rct:ommendthat the matter should be 
investigated aDd tesponsibHity for the lapses tixed. 

The Committee note that on receipt of an indi-
cation from Government -tltat the demand for X-ray 
film was likely to increase to 5 million sq. metres 

-----._._--.-.---- _.----_ .. _- --_ .. _-,._-,--------------
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per annUDl and should be met by incn:asing the pro-
duction in public seclor, the undertaking invited com-
pc::titive oUer from Kodak, Fuji and Agfa-Uevart in 
June, 1972, for increasing the production capacity of 
X-ray films from 1 million to 5 milIion sli. metres. 
The Committee Ollso note that the undertaking is also 
exploring the possibility 0[" seeking the collaboration 
of reputed manufacturers for produclion of colour 
films and paper on reasonable terms. The Committe;; 
were informed that the Kodak and Agfa have asked 
for further discussion. Collaboration agreements have 
not been finalised cnd these schemes have not been 
included in the Fifth Plan. The Committee wcrl! 
assured by the Management that they arc confident 
that with the help of their own-technicians they would 
be able to attain the present capacity of the plant for 
the production of different products and no large scale 
modernisation is called for. The Committee were also 
informed that the feasibility report of the Expansion 
Scheme has not been completed. 

The Committee recommmd that before going in 
for any expansion scheme it is essential that the under-
taking should consolidate its position aDd aim at 
achieving full utilisation of the capacity already 
installed md quality production by reducing if not 
altogether eliminatiog rejectioos. 

37 9.7 The Committee find that the post of Managing 

'93 LS-19 

Director has been vacant and one officer of the Manu-
facturing Division is performing the duties of Manag-
ing Director. As the Undertaking has still a number 
of production problems and has been continuously 
incurring losses. the Committee need hardly stress 
the need for Managing Director to man the activities 
of this Undertaking. The Committee also recom-
mend that the feasibility of appointing a Chairmaft-
cum-Managing Director for the Undertakin/l jn~to:ai 

of having both a part time Chairman and a full-time 
Managing Director may be examined. 
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The Committee note that as against a strength 
of 714 envisaged in the D.P.R. the National Produc-
tivity Councll after conducting a job evaluation aDd 
assessment of man power observed in February, 1970 
that the staff strength in 1969-70 (about 1633) 
was sufficient for .the production level of 3.5 
million sq. metres budgeted for that year and was 
sufficient even for attaining the full production of 
6.15 million sq. metres excepting in certain Depart-
ments like conversion, Laboratory, ~tc. The strength 
on 30th September, 1973 is stated as 1790 when tho 
production is of the orde.' of 3 million sq. metres. 

TIle Committee are surprised to note that the 
Management in their anxiety to position men in timo 
on a parti:::ul:..r job obtained sanction of the Board 
for creation of add:tional posts in anticipation of the 
work. The result of this has been that during the 
period from 1969 to 1972, the Board sanctioned 
number of posts very much in excess of what was 
envisaged in the report of the National Productivity 
Council. The Ministry has admitted that the proce-
dure adopted by- me Undertaking was not the right 
one and Board's approval should have been taken 
only tor -such posts really needid at that time. The 
Committee note that a sub-committee of the Board 
of Directors is already reviewing the requirements 
of man-power. The Committee recommend that 
HPF should on the basis of the recommendation of 
sub-committee fix the staff strength of the various 
sections quickly and staff found surplus should be 
gainfully utilised elsewhere in the expansion pro-
grammes of the undertaking. The Committee re-
commend Government/Undertaking should ensure 
that no additional posts are sanctioned or filled up 
tID the processor rationalisation is completed. 

The Committee note that the overtime bill of 
the Undertaking has shown a marked increase from 
Rs. 36,000 in 19"6ff·69 to Rs. 4 lakhs in 1972-73. 
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The percentage of overtime allowance to the total 
salaries and wages bill has increased from 0.73 per 
cent in 1968-69 to 4.24 in 1971-72 and it registered 
a marginal fall to 3.89 per cent in the year 1972-73. 
The Committee recommend that management should 
take concerted measures to check this trend of in-
crease in payment of overtime allowance and should 
ensure that payment of overtime actually results in 
increased productivity. 

The Committee would also like Governmentl 
Bureau of Public Enterprises to review the expendi-
ture on overtime allowances in the public Sector to 
assess os to how far they have been for productive 
purposes and to issue suitable instructions to the 
Public Undertakings in this regard. 

The Committee note that the Undertaking has 
taken steps to reorganise the Internal Audit and that 
as soon as the post of Accounts Officer (lntenla! 
Audit) is filled up, the review of adequacy of systems 
and procedures would be taken up. The Committee 
need hardly stress the importance of internol audit as 
an essential aid to management to bring to notice in 
time shortcomings in the working of the Undertaking 
and urge that the comments of Internal Audit shou1d 
receive prompt attention and serious consideratioo 
at all levels with a view to taking llt!ce~s1ry follow 
up action. 
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