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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having been 
authorised by the Committee to present the Report, on their behalf, 
present this Forty-ninth Report on Indian Drugs and Pharmaceuti
cals Limited. 

2 .. This Report of the Committee is based on the comprehensive 
appr::tisal of the working of the Indian Drugs and Pharmaceuticals 
~Li~1ited as contained in the Report of the Comptroller & Auditor 
General of India for the year 1970-71-Union Government (Com
mercial), Part X and also of an examination in depth of the working 
of Indian Drugs and Pharmaceuticals Limited upto the year ending 
31st March, 1973. The Committee on Public Undertakings took evi
dence of the representatives of the Indian Drugs and Pharmaceuticals 
Limited on the 24th and 25th January, 1974 and of the Ministry of 
Petroleum and Chemicals on the 11th and 12th February, 1974. 

3. The Committee on Public Undertakings cOQsidered the Report 
at their sitting held on 27th April, 1974. The Committee considered 
the comments of Indian Drugs and Pharmaceuticals Limited and the 
Ministry of Petroleum and Chemicals arising out of factual verifica
tion of the Report at the same sitting held on the 27th April, 1974 
and adopted the Report. ' 

4. The Committee wish to express their thanks to the Ministry 
of Petroleum and Chemicals, the Indian Drugs and Pharmaceuticals 
Limited, ,for placing before them the material and information they 
wanted in connection with the examination of Indian Drugs 'and 
Pharmaceuticals Limited. They wish to thank in particular the 
representatives of the Ministry and the Undertaking who gave evi
dence and placed their considered views before the Committee. 

5. The Committee also place on record their appreciation of the 
assistance rendered to them by Comptroller and Auditor General of 
India in the examination of Indian Drugs and Pharmaceuticals 
Limited. 

NEW DELHI; 
April 29, 1974. 

SUBHADRA JOSHI. 
Chairman, 

Committee on public undertakings. 

(ix) 
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INTRODUCTORY 

A, Historical Bcckground 

On the 29th May, 1959, the Government of India entered into am' 
agreement with the Government of USSR, with a view to establisll 
in the public sector, plants for the manufacture of antibiotics, synthe
tic drugs, surgical instruments, phyto-chemicals and glandular pro--
ducts with the Soviet collaboration. The Government ot the U.S.S.R. 
undertook to provide a loan of Rs. 9.52 crores to cover technical &ell'-
vices including the training of Indian technicians at the Soviet plant. 
and the cost of machinery and equipment to be imported for these 
plaata. 

1.2. On the 10th June, 1960, four contracts were signed witt.., 
Mis. Technoexport, Moscow, for the preparation of Detailed Project 
Jl,eports in respect of these projects. In the beginning, the project.. 
Were executed by the National Industrial Development CorporatiOL. 

1.3. On the 5th April, 1961, the Indian Drugll and Pharmaceuticals. 
Ltd., (IDPL) was Bet up as a Government eompany and m Novem
W, 1961 Government of India assigned to the company all the right.; 
and obligations under the Agreement with the Soviet Union dated· 
the 29th May, 1959 relating to the loan of Rs. 9.52 crores and the tour 
.antract.t with Mjs. Technoexport, Koscow mentioned above. 

1.4:. The P,foject for the' production of glandular products w ... 
postponed for want of facUities of a modem slaughter house ia tIae 
eountry and the phyto-chemical project. which wu to be establi8ked 
at Neriamanealm (Kerala) was abandoned later OR as aa UAwort--
able propositiOD. 

1.5. At p!WeIlt the IDPL is ~ W'itb the fouowiD' *ee
pI8lltlt:-

(i) Aatibietial Plut at llMhIbIIt for tbe produdioa ., ___ 
-~.~ , bIiotIioI WiUa aa .au.! eap8cit,. .t _ WIll. .r. 

1,\ ~ I; a1ltUl6otiol; 



(ii) 

2 

Synthetic Drugs Plant at Hyderabad for the production of 
synthetic, chemical and pharmaceutical medicines with an 
annual capacity of 851 tonnes of main drug;:; and 4932.1i 
'tonnes of intermediate; and 

(iii) Surgical Instruments Plant at Madras for the manufacture 
of principal surgical instruments with an annual capacity 
of 2.5 million pieces of 166 types of instruments. 

1.6. With effect from 8th May, 1972, the Company is also working 
as an authorised controller of Mis. Smith Stanistreet, Calcutta under 
Section 18A of the Industries (Development and Regulation) Act, 
'1951' for period of two years in pursuance of Ministry of Industritil 
Development notification No. 333 (E) ! 18AIIDRAI 72 dated 4th May, 
1972. 

1.7. The deficiencies/shortcomings relating to the various units 
()f the Company were dealt with in the following Reports of the 
Committee on Public Undertakings:-

(a) 22nd Report (3rd Lok Sabha, March, 19(6) 

(b) 46th Report (4th Lok Sabha, April, 1969) 

1.8. Action taken by Government on the recommendations made 
in the above Reports is contained in' the 30th Report (Fourth Lok 
'Sabha-February, 1969)and4;tb. Report (5th Lok Sabha~ep
·tember, 1971) of, t~e Committee on Public' Undertakings. 

B. OBJECTIVES 

. Ut At the time of the irJ.'Corporatioh of the Indian Drugs and Phar
maceuticals Ltd. iii April, 1961"there was one Public Sector Company 
namely Hindustan Antibiotics' Limited, Pimpri in the field of drugs' 
and pharmaceuticals. In the context of the State taking over increas
ing responsibility in regard to the provision of medical relief in the 

'oaoUntry and the eliinbration.. efoutgo of foreign exehangtt and the 
necessity for bringing down the prices of essential medicines. Qy 
larger production, need was felt for the establishment of further pro
Quctibnof druas 8114 pbarrlfaeeuticlQstn the ·country.· .'. , 
~ ',' ', •. !~ ~ ''; :J,.L' ,.,. ) """1;., .'r. ',' "., 1 .. ; 

1.10. According to the Memorandum of Assoehitlon'the objects of 
"the Company are to carry on in India and elsewh~re, the business 
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of manUJacturing, exporting, transporting, selling, distributing anc! 
dealing in and disposing of all kinds of medicines, antibiotic.s, organie 
and inorganic arides, etc. 

1.11. During the evidence of the Ministry the Committee were 
informed that prior to the establishment of IDPL, the country was
heavily dependent upon foreign sector of the drug industry for meet-· 
jng the overall requirements of drugs in the country and the base 
for production of bulk drugs was almost non-existent. IDPL was 
established with the object of establishing such a base and it is pre
sently responsible for an overall production of about 13 crores worth 
of bulk drugs out of about 35 crores worth of bulk drugs produced 
in the country. The gap between Rs. 13 and Rs. 35 crores has also< 
been filled up brcadly on account of the fact that a company for the
production of bulk drugs in the country has been established. 

1.12. It was stated the establishment of three units of IDPL was 
completed by 1967-68 and given another two years for normal gesta
tion period, the role of production really strated only by 1970-72. 
The representative of the Ministry felt that in production of the type 
of IDPL where production was weighted more in favour of bulk 
production, it would not be possIble for the public sector to bring 
down the prices of formulation within a short span of time. It was, 
however, expected that during the Fifth Plan period, the undertaking. 
would play ~ more vital r:)le in bringing down the prices and making 
the drugs available for the millions. 

1.13. As far back as 1963 the Estimates Committee had, in their" 
32nd Report on the National Coal Development Corporation recom
mended that broad principles .regarding financial and economic obli
gations of public sector enterprises should be laid down by Govern
ment. The recommendation was reiterated by the Committee on 
Public Undertakings in their 7th Report (3rd Lok Sabha) in 1965. 

1.14. The Administrative Reforms Commission suggested in its re
port (October, 1967) that Government should make a comprehensive 
and clear statement on the objectives and obligations of Public Under
takings. This recommendation was accepted by Government, and 
tbe Bureau of Public Enterprises, Government of Lndia vide their-
le~ter No. 9(156) 170-BP(9GMI) dated 3rd November, 19·70, asked aU 
Government Companies to formulate a statement of their objectiveil 
obligatioDs clearly, if not already done, and communicate the lame to
Government. 

1.15. In para 1.44 of their 40tb Report (5th Lot Sabba) on Role-
and Achievements of Public Undertakings (1973·74) the Committee 
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-em Public Undertakings had regretted that "t:\'en though a period of 
10 years has elapsed since the Estimates Com~ittee mad~ their recor:n
'mendation Govt. have not laid the financlal, economtcand soctal 
.-objectives of public sector enterprises so far". The Committee had 
recommended that Govt. should present to Parliament a White Paper 
setting out inter-ali4 (i) a frame work of principles of Govt's general 
.economic, financial and social strategy for public sector undertakings; 
(ii) micro objectives, both financial and economic, of ~ach public 
undertaking and providing for review from time to time, and (iii) 
quantification of social objectives and obligations. 

1.16. In October, 1003, the Ministry of Petroleum and Chemicals 
stated that the Indian Drugs & Pharmaceuticals Ltd. was Qeing asked 
to formulate a statement of their objectives i obligations without 
·delay. 

1.17. During evidence, the representatives of the Ministry of Pet
,roleum and Chemicals stated that:-

"These plants were plagued by a number of technological and 
other problems like strikes, shortage of water supply, elec
tricity supply etc., so they devoted more attention to these 
problems of day to day running of the plants as efficiently 
as they WOUld. They should have done it and it is an 
ommission on their part." 

·'The Company has not yet finalised the statement of its objec
tives and obligations. They have however just now drawn 
up a statement which has to be considered by the Board of 
Directors; then it will be submitted to Government. 

'The Ministry should have pursued it with the IDPL because 
the Ministry is represented on the Board of IDPL and the 
representative should have reminded if the undertaking 
had not done it." 

1.18. The Comittee regret to find that even though the Bureau 
-ef Public Enterprises had asked, as far back as in November, 1970, 
.n the Government companies to forntulate a statement of their 
,.J.jectivesjoblications clearl,. and communic:ate the same to Gov
ernment, the Indian Drugs and Pharmaceuticals Ltd. has not done 
_ till now. The Committee were informed that it is only recendy 
.... t the statemeDt of objeetives/obliptions has been prepared. and 
h still awaitinc consideration of the Board of Directors. There bas 
6.1 been a delay of more tllaD three years even in formulatin& 
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·their objectives. The Committee are unhappy that eveD. the Millis-
try's representative on tbe Board of Directors failed to impress 0. 
the company the need to formulate its objectives early. The Com
mittee trust that IDPL would finalise the statement of objectives 
without any further delay in the absence of which critical evalua
tion of the performance of a Government Company becomes difficult. 

1.19. The Committee are not sure as to how many more such 
undertakings are yet to finaliSe their statements of Objectivesl 
Obligations as required by the Bureau of Public Enterprises in their 
circular of 1970. The Committee recommend that the Bureau of 
Public Enterprises should immediately take stock of the position and 
finalise the matter without further delay. 

1.20. The Committee also reiterate their recommendation io 
paragraph 1.44 of their 40th Report (1973-74) on Role and Achieve
ments of Public Undertakings and trust that Government before 
long would bring a comprehensive Wh,ite Paper setting out, inter 
alia, the financial. economic and social objectives of each of the 
Pub1ic Undertakings. 



"".. . ."'- . D 

ANTIBIOTICS PLANT, RISHIKESH 

A. Project Estimates 

2.1. As mentioned in para 5.3 of the 46th Report of the Commit
tee on Public Undertakings (1968-69), the project estimates of the 
Plan were revised upward on a number of accassions. The table 
at Appendix I indicates the project estimates as approved by the 
Government in October, 1966, estimates as submitted to the Govern
ment in August, 1968 and December, 1970 and approved by . the 
Government in August, 1971 and the actual expenditure upto 30th 
November, 1973. 

2.2. It is anticipated by the Management/Ministry that aU the 
works would be completed by the end of 31st March, 1974 but some 
residual liabilities may remain to be discharged in respect of pend
ing bills (Rs. 4.50 lakhs) which may be paid in 1974-75. 

2.3. In connection with the Project Estimates, the following fea
tures deserve mention:-

(a) The increase in the revised estimates of August, 1968 over 
the approved estimates of October, 1966 was due to the 
following factors:-

(i) Non-provision of expenditure on new work; commis
sioning expenses and interest on Government loans. 

(ii) Additional provision required under 'Administration and 
General expenses' and 'Other items' mainly resulting 
from delay in the completion of the Project. Owing to 
delay in the completion of the project, the stay of Soviet 
Experts had also to be prolonged. It was, however,. 
noticed that increase in the number of Soviet Experts 
and their- period of stay was also partly due to the limi
tations existing in the Plan, equipment and facilities. 
As against the provision of Rs. 14.08 lakhs made in the 
Project Estimates of 1962 and Rs. 30.20 lakhs in the 
estimates of August, 1968 towards cost of Soviet Ex
perts, the actual expenditure upto 31st March, 1972 

,,:' ..... _ ••• r 6 . 
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amounted to Rs. 62.66 lakhs. The contract did not envi
sage sharing of expenditure by the Collaborators in cases 
where extension was owing to limitation in the plant 
and' equipment. 

(b) The increase in the estimates revised in December, 1970 
and approved by Government in August, 1971 over the 
estimates of August, 1968 was mainly on account of the 
following factors:-

(i) The increase (Rs. 18.14 lakhs) in the estimated outlay 
on 'New Works'. 

(ii) The provision for outlay on ~roto~ works (Rs. 50.99) 
which were jointly agreed upon between the Russians 
and the Indian Technological Team in 1969 as necessary 
to set right certain imbalances and deficiencies in the 
plant and equipment standing in the way of attainment 
of rated capacities and quality standards. It may be 

mentioned in this connection that the contract with the 
Collaborators limited their liability to the replacement 
or repair of the defective equipment a,!1d did not pro
vide any arrangement to meet the loss of production 
due to malfunctioning of the plant and equipment. 

(iii) The provision for estimated cost (Rs. 42,00 lakhs) of 360 
residential quarters agreed upon mutually between 
the Government of U.P. and the Plant ~uthorities for 
the purpose of subsidy by the U.P. Government. 

2.4. During 1972-73 and 1973-74 (November, '73) a sum of Rs. 30.07 
lakhs and Rs. 13.99 lakhs respectively have been spent on essential 
facilities: 

(a) The actual expenditure upto 31st March, 1972 had exceed
ed the approved estimate of August, 1971 by more than 
2J3 per cent in the case of commiSsioning expenses a"1d, 
therefore, required the approval of the Government. 

(b) The approved estimates of August, 1971 do not include an 
. amount of Rs. 108.77 lakhs representing the capital outlay 

on a number of works which were con~idered essential 
by the Company for import substitution, fulfilling certain 
statutory obligations, safety devices, improved operations 
and procurement of more du~able, efficient or trouble free 
equipment. 

625 LS-2 



A separate Project &timate for Rs. 10B.77 lakhs (including a 
foreign exchange component of Rs. 32 lakhs approx), under the head 
'Essential facilities' was, therefore, prepared by the Company and 
sanctioned by Government in December, 1971. The actual expendi
ture incurred against this estimate upto 31st March, 1972 amounted 
to Rs. 36.70 lakhs. 

2.5. It has been estimated by the Company that the additional 
investmen1 would yield an additional revenue of Rs. 40.20 lakhs per 
annum including foreign exchange saving of Rs. 28 lakhs. 

2.6. On being asked as to why the commissioning expenses and 
interest on Government loans were not taken into account in the ap
proved estimates of October, 1966, the managing Director, IDPL 
during evidence stated: 

"This was lapse. This was an 'omission on our part which was 
corrected subsequently when our Revised Project Esti
mates were submitted to Government." 

2.7. In this connection the Ministry explained that the interest 
on loan capital during construction was not provided for in the esti
mates approved in 1966 on the assumption that when it will become 
due for payment, the projects will have commenced production and 
the liability could be discharged by IDPL out of its own resources. 
However, the assumption did not material~se due to delay in com
mencement of production and consequently IDPL proposed capitali
sation of the interest payments on loan. In view of the state of 
financial difficulties of the projects of the company, there was no 
alternative but to agree to that proposal and consequently this item 
was included in the revised project estimates. 

2.8. Non-inclusion in the project estimates approved in 1966 of 
the expenditure on commissioning of the plants was admittedly an 
ommission. This item had not been included by the Company in 
the project cost estimates submitted at that time. 

2.9. During evidence, of the Undertaking the Committee asked 
why as to the approval of Government was not obtained for exceed
ing the expenditure by more than 10 per cent over approved esti
mates of August, 1971 in respect of commissioning expenses. The 
Managing Director, IDPL stated that they had not exceeded the 
project estimates till then. They had not spent the full amount 
which had been provided in the project estimates. In certain items, 
they had exceeded and it was thought that once the project estimates 
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were finalised, they would approach the Government for certain 
su~-heads, where they had exceeded 10 per cent. About the position 
WIth regard to the excess expenditure on a particular head 1.'is-a-vis 
the expenditure ~f 10 per cent, as against the total expenditure in
volved in the project, the CO';nmittee were informed during the evi
dence of the representatives of IDPL that about Rs. 7 lakhs were 
left in one project, which the Company was going to utilise in 1974-
75. Then, the project estimate would be closed. 

2.10. As regards the sub·heads under which there were excess 
over 10 per cent, the Ministry stated in a written note that at the 
time of approval of revised estimates in August, 1971, these were 
considered only under the sub-heads; (i) Factory, (ii) Township 
and; (iii) Interest. The position regarding interest on loan capital 
has already been indicated above. As regards the "township", there 
was no increase, the provision approved in 1966 being Rs. 274.51 lakhs. 
Excluding this amount from the Government sanction of Rs. 2404.18 
lakhs of October, 1966, the provision therein towards "Factory" was 
Rs. 2129.67 lakhs. As against this, the provision in the sanction of 
August, 1971 was Rs. 2376.78 lakhs, i.e. an increase of Rs. 247.11lakhs 
which indicates an excess of about 11 per cent. 

2.11. The reasons for the above increase were gone into in as 
much as it was noted that the commissioning expenses had not been 
Included in the estimates earlier sanctioned and that certain "new 
works" to the extent of Rs. 69.37 lakhs and "priority works" to the 
extent of Rs. 50.99 lakhs had been found necessary. 

2.12. About any further rise in the estimates the Ministry stated 
that the estimated expenditure for 1973-74 is Rs. 16.11 lakhs com
prisil1g Rs. 2.40 lakhs on residual works Rs. 6.55 lakhs on "new 
works" and Rs. 7.16 lakhs on "priority works". The estimated ex
pendit,ure in 1974-75 will be Rs. 4.50 lakhs comprising Rs. 3.00 lakhs 
on "residual works" and Rs. 1.501akhs on "Priority works". Govern
ment, therefore, do not expect any further rise in the estimates 
beyond that sanctioned in August, 1971. 

2.13. As regards the amount of subsidy from the U.P. Government 
against the provision of Rs. 42 lakhs made in the approval estimates 
of August, 1973 for 360 residential quarters. The Committee were 
informed by the Management in a written note as follows:-

"We have not received any subsidy from U.P. Government 
for the construction of 360 residential quarters against the 
estimated outlay thereon of Rs. 42 lakhs. The main 
hitch in sanction 'of the loan (Rs. 11.07 lakhs) and subsidy 
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(Rs. 5.53 lakhs) to the extent of Rs. 16.60 lakhs by the 
U.P. Government. Industrial Housing Scheme for the 
construction of 360 quarters, was due to the absence of 
denotification of the land by Forest Department in favour 
of IDPL. The matter has been pursued at all levels and 
even at the level of Adviser to U.P. Governor. The mat
ter is still being pursued and the latest meeting had been 
held on 24th October, 1973 between Plant officials and 
the Secretary Forest Department has been asked by the 
Department of U.P. Government and in pursuance thereof 
the Secretary, Forest Department has been asked by the 
adviser of U.P. Govt. to prepare a detailed lease deed 
with specific provision to allow the plant to mortgage any 
part of the land for availing loan/subsidy for construction 
of low income Industrial house under the subsidised In
dustrial Housing Scheme. The quarters have been al
most completed." 

2.14. In connection with the over stay of Soviet Experts to 
remove the limitations existing in the plant and lack of provision 
in the contract for sharing of expenditure on the experts by 
Collaborators in such circumstances, the Management stated in a 
written note that in the absence of any provision in the contract for 
sharing of expenditure on the extend stay of Soviet experts to 
remove the limitation existing in the plant and equipments and 
facilities the question of taking up this iSf;ue with the collaborators 
did not arise. 5imilarly, there was no provision in the contract for 
loss of production due to malfunctioning of plant and equipment. 
These requirements have, however been noted for future. 

2.15. In this connection the Ministry stated in a written note 
that there is no provision not only in respect of the contracts 
relating to IDPL regarding compensation for loss of production, 
but suh provisions are rarely, if ever accepted by collaborators in 
any contracts. There was, however, provision for the Soviet orga
nisations to undertake at their cost to rectify the defects or to 
replace such plant or machinery as may be found unsatisfactory or 
in the alternative to reimburse the cost of such rectification or 
replacement. Government however, agree that contracts with 
collaborators should make clear provisions for sharing of expendi
ture on experts in such circumstances. This has been noted by the 
Ministry for future guidance. lDPL have also noted it accordingly. 

2.16. While the question of the liability of the collaborators 
was taken up with the collaborators and in 1967 they agreed to 
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supply free of charge some equipment, the question of sharing the 
expenditure on the extended stay of the experts was, however, not 
taken up with the collaborators in the absence of any clear provision 
in the original agreement in this regard. 

2.17. About the execution of the works under the head 
"Essential Facilities" for which a separate project estimate of 
Rs. 108.77 lakhs was approved by the Government in December, 
]971, the Committee was informed by the Management in a written 
note that against Rs. 108.77 lakhs approved by the Glwemment for 
execution of the works under the head "Essential Facilities" in 
December, 1971 the actual expenditure upto 31st March, 1973 amoun
ted to Rs. 66.77 lakhs. The expenditure to the extent of Rs. 34.69 
lakhs will be made for the execution of these schemes in 1973-74. All 
the works under "Essential Facilities" are expected to the completed 
by the end of March. 1974 as per attached statement. The residua.! 
liability of Rs. 7.00 lakhs has been provided for }974-75. 

2.18. There were some replacement and operational works 
(Rs. 56.14 lakhs) considered essential by the Indian party for 
fulfilling statutory obligations safety and improved operations, 
replacement by more durable, efficient or trouble free equipment 
etc. Some of these works were not included in the protocol as they 
were not expected as essential for attainment of efficiency and 
capacity by high powered Soviet Delegation came from Russia. 
(Those which were expected hy the Soviet Team were included in 
priority works for Rs. 50.99 lakhs. As such the question of passing 
the liability to the co11aborators did not arise). 

2.19. The works uDaer es,sential facilities will be completed by 
the end of 1973-74. As such, the results obtained as a result of 
implementation of these schemes will be evaluated now. 

2.20. A separate project estimate for Rs. 108.77 lakhs including 
a foreign exchange component of about Rs. 32 lakhs w~ sanctioned 
under the head "Essential Facilities" in December, 1971. The expen
diture upto 31.3.72 was B.s. 36.70 lakhs and in 1972-73 Rs. 30.07 lakhs 
and 1973-74 Rs. 13.99 lakhs up to 30.11.73. The total provision for 
the Year 1973-74 is Rs. 34.69 lakhs and in 1974-75 Rs. 7.00 lakhs. 
This will complete the schemE'. The scheme consist of 149 items of 
which about 42 have completed and others are in progress. 

2.21. No evaluation has so far been done of this scheme. The 
necessary evaluation will be done whe~ the scheme is completed. 

2.22. During the several protocol discussions in 1969 with the 
high-powered Soviet team, both at the Plant level and Head Oftice. 



several deficiencies, which were responsible for not achieving the 
capadtis and efficiencies were pointed out to the Russians. The 
works and facilities which were accepted oy both the teams were 
included in Protocol of October, 1969. However, there were a 
number of works which were considered essential by the Indian 
party for import substitution; f~r fulfiU"ng statutory obligations, 
safty, improved operations, replacement by more durable, efficient 
or trouble free equipment etc. some of which were agreed to by the 
local Soviet specialists but which wer.e not included in the Protocol. 
These works amounting to Rs. 108.77 lakhs have 'beenincluded under 
"Essential Facilities". These are expected to improve the yields and 
capacity and also include meters for checking and recording conM 
sumption of electrical energy, freeze drier for research and developM 
ment of technological process of Streptomycin. rotary washing 
machine for production of Nystatin, aluminium partitions and 
enclosures around inoculator in Formentation Block to obtain seml
sterile conditions, weigh bridge and weighing scales, filter cloth 
washing and drying machines, motors, transformers, and few others. 
In regard to "works for impr~ving yields. and capacity", certain 
items of equipment such as rotary vacuum drier for drying of 
Potassium paste, heat exchangers, individual air filters for fermen-

t ters, gas sterilisation, rubber lined tank, centrifugal pump and 
other pumps, strips packing machine, etc. have been provided. This 
investment was expected to lead to a saving in foreign exchange to 
the extent of Rs. 28 lakhs per annum and to result in additional 
revenues to IDPL to the extent of about Rs. 40lakhs per annum. 

2.23. While actual evaluation over a sufficiently long period with 
suitable conditions would indicate how far the anticipations would 
be fulfilled and in this connection the chronic problems of steady 
power to AB.P. Rishikesh, must be emphasised. It is hoped that 
this investment will yield the advantages expected. The Luvesta 
extractor already installed is expected to give a much higher 
extraction efficien-cy than the earlier Russia extractor. The micro
niser installed in the procaine Penicillin section is stated to have 
already improved the quality of the finished drug. After introduction 
of gas sterilisation, the Plant is stated to have succeeded in improvM 
ing greatly the salvage of contaminated materials. Druck filt~rs in 
streptomycin section are stated to have improved the capacity of 
the carbon treatment section prior to Streptomycin drying section. 

2.24. In para 5.3 of their 46th Report (1968·6,9) the Committee 
had pointed out that the project estimates of the Antibiotics Plant, 
Rishikesh were revised five times during the period 1961--68. As 
against the original estimate Of Ks. 15.75 crores the estimate prepared 
ill 19M was for Rs. 26.32 crores. Thereafter revised estbnates were 
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prepared in December, 1.910 and approved by Government in August, 
1971. As agaiJ}st the revised estimates of Rs. 27.43 ctores approved 
by Government in August, 1971, the actual expenditure upto 30th 
November, 1973 was stated to be RI. 26.77 crores. The Committee 
find that though the average actual expenditure has not exceeded 
the estimate of Rs.27.43 crores approved by Government, there has 
been an excess of more thun 20 Ill· .. t"l'ut in the case of Commissioning 
Expenses. The increase in the estimates revised in Det'cillber, 1970 
and approved by Government in August. 1.971 over the estimatt.'.'; 
of August, 1968 was stated to be mainly because of increase (Ks. 18.14 
laIdls) in estimated outlay on new works, and provision made for 
outlay on protocol works (Rs. 50.99 lakhs) which was jointly agreed 
upon between the Russians and the Indian Technological Team in 
1969 to set right certain imbalances and deficiencies in the plant, 
provision for 360 residential quarters (Rs. 42 lakhs). The Committee 
find that while October, ] 966 estimates did not take into account the 
commissioning expenses and interest on Government loans, the 
estimates of August, 1971 did not include an amount of Rs. 108.71 
takhs representing the capital outlay on a number of works. It was 
admitted by the Undertaking as well as by Governmellt that non
inclusion in the project estimates approved in 1.968 of the expenditure 
on commissioning and interest on Government loan wao; an (>mmi!;
sion. The Committee were assured that Government do not expect 
any further rise in the estimates beyond what was sanctioned in 
August. 1971. The Committee are concerned to note that the project 
estimates in the case of Antibiotics Plant. Rishikesh had to be 
revised a number of times and each time one or the other provision 
was found to be lacking. The Camm;ittee recommend that project 
estimates should be drawn up realistically and provision made for 
all essential items so that these estimates have not to be revised so 
frequently. The Committee also recommend that Government: 
should view with concern any cases wherever the actual expendi
ture on sub-heads of estimates exceeds the approved estimates by 
more than 10 per cent so that remedial and other action could be 
taken in time. 

2.25. The Committee also find that owing to delay in the comple
tion of the Projeei the stay of Soviet Experts, had to be pr01onged. 
As against the provision of Rs. 30.20 lakhs in August, 1968 toward~ 
the cost of Soviet Experts, the actual expenditure 11)10 31st March, 
1972 had been Rs. 62.66 lakhs. The Committee find that the contract 
did not envisage sharing of the expendJture by the collaborators in 
-cases where the extension was owing to limitations in the plant and 
.equipment. The contract was also silent as to the Collaborators 
resposibility for loss of production due· to malfunctioning of plan:t 
anti equipment. Geverttment have agreed that "cl)ntracts with 
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collaborators should make clear provieions for sharing an expendi
ture on experts in sucb circumstances." Tbe Committee recommend 
tbat suitable guidelines may be issued in the matter so tbat sucb 
lapses do not occur ia any of the public undertakings. The Com
mittee need bardly stress tbat agreements with collaborators should 
be drawn up most carefully so as to safeguard public interest. 

(B) Delay in Completion/Commissioning 

2.26. In paras 4.02 and 4.03 of the 46th Report of the Committee 
on public Undertakings (1968-69) a mention was made ot the ab
sence of any time schedule for the completion of construction of the 
various units in the Detailed Project Report. The delays in cons
truction with reference to the schedules drawn up by the Company 
were discussed in that Report in case of some of the sections which 
had been commissioned by May, 1968. 

2.27. The table below indicates the original and revised sC'he
'duled dates together with the actual dates of the commissioning 
(in the Recovery and Purification ·Block) of the remaining sec-
tion5:-

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

r Tetracycline 

2 Oxytetracycline 

3 Nystatin 

4 Di-hyJro-Step lomycin 
Sulp:tate Oct. 1967 

5 . Clorotetryacycline 

Scheduled dates 
of commissioninf as 

fixed in 

September April 
1966 1967 

2 3 

December,I967 Milrch, 1968 

February 1968 September,1968 

May, 1968 July, 1968 

October, 1967 T,)be taken up 
later depending 
upon the de-
mand 

April 1968 December, 1968 

Actual dates of 
commission in 

4 

January, 1969 

December, 1969 

January, 197 I 

Th: Board on 2.8-6-68 
decided to dis
continue its produc
tion due to total 
lack of demand 

The : Board on 
26-8-1971 appro-

ved the deletion 
of chloro-tetracy-
clin from the 
productmix of the 
plant and the di
version ofthe equip. 
ment (26.S tonnes_ 
capacity) to other 
antibiotics 
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2.28. The main reasons for the delay in the completion/commi~
sioning of the various sections have been attributed by the Manage
ment to:-

(i) Delay in the receip.t of drawings and equipment; 

(ii) Changes in the layout introduced after the arrival of the. 
Soviet· Experts; 

(iii) Changes in technology; 

(iv) Difficulties regarding sterility condit'cns; 

(v) Difficulties in the air-conditioning system. 

2.29. The following remedial measures have been hlken by the· 
Management are being taken by the Management also stated in the 
Management that:-

(a) the commissioning of all the products was affected due to 
late receip"t of drawings; 

(b) Necessary experiments are being conducted to collect 
design data for modifying the system to suit the te('hnt"o 
logical requirements. The sterile areas are also being 
reduced so as to maintain better sterility parameters. 

(c) However, the technology was changed during construc
tion period only in respect of Nystatin, Oxytetracycline
and Chlorototracycline. 

(d) In Recovery and Purification Block, air conditioning sys-
tem has been modified to improve the sterility conditions .. 
Even with these modifications, the air conditioning sys
tem in R&P block which serves steriIs areas of sodium 
and procaine sections had been found deficient in mRia-
taining proper parameters especially in respect of rela·
tive humidity. 

(e) the plant has modified the air supply system to ensure 
quality of ail' required by the technology. In case of· 

streptomycin inoculators which are most susceptible to 
contamination, additional secondary air filters have been 
provided. 

2.30. ID paras 4.02 aDd 4.03 of their 46th Report (1918-69) the· 
Cemmittee bad poi.ted out that the Detailed Project Reports dHI 
Dot contain any time schedules for completion of the plants. 1.,.... 
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<!ommittee find that 8i!cording to the schedule time for commission
IBIg fixed in September, 1966, Tetracycline, Oxytetracycline and 
Nystatin Sections were schcdulcu to be commissioned in December, 
1967, February, 1968 and May, 1968 respectively. In April, 1967 
the scheduled dates of commissioning were revised to, Mar~h 1968, 

:September, 1968 and July, 1968 respectively. Tetracycline Section 
could be commissioned onJy in January, 1969 resulting in a delay 

fO{ 12 months with reference to the 1966 schedule and 9 monthe with 
reference to the revised schedule of 1967. Oxytetracycline Section 
was actuaJly commissioned on Deeember, 1969, the delay being 22 
months with reference to the. original dates and 15 months with 
reference to the revised schedUile. In the case of Nystatin Section 
which was commissioned in January, 1971 the delay has been the 
'maximum, that is, 32 months with reference to the!' original sche
-dule and 30 months with reference to the revised schedule of April, 
1967. The Management had attributed these delays to the late 
receipt of drawings and change in the layout introduced after the 
arrival of th~ Soviet Experts; changes in tethnology; difficulties 
regarding sterility conditions; and difficulties in the air-condition
ing system. The Committee were infonned that the management 
were taking remedial measures for modification in the air supply 
system, reduction in the sterility areas, change in technology etc. 
'The Committee are distressed to find the long delars in the actual 
commissioning of important product sections like Tp,tracycline, 
'Oxytetracycline and Nystatin Sections. The Committee recommend 
that every dort should be made to m,inimise such delays so as to 
1lvoid any loss in production. 

C. Performance Appraisal 

Product-mix 

2.31. The Antibiotics Plant was designed to produce 8 main anti
biotics weighing 290 tonnes or 3.70,250 rnIrds. per annum. As the 
product-mix and the production capacities for the various anti
biotics were not determined after taking into account the actual 
requirments of the country this aspect was adversely commented 

'Up<1h by the Committee on Public Undertakings in paras 6.19 t'l 6.21 
of is 46th Report (4th Lok Sabha-April, 1969). 

2.32. The Committee again reiterated in its Action Taken Report 
(i.e. Fouth Report-Fifth Lok Sabha) that it was not satisfied with 
the way the Plant capacity had been provided for, without a sys· 
tematic study of the reqUirements of products in the country. The 
Committee had desired 'that urgent steps should be taken to utilise 
-the surplus capacity. 
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2.33. The operational experience gained during the production 
from May, 1968 onwards indicated a number of deficiencies in the 
equipment and systems which were subsequently studied by 
Soviet Experts (who visited the Plant from 2nd ~eptember. 1969 
to 5th October, 1969) with the help._ of Indian Technologists. As a 
result 'of this study and discussions, the maximum attainable rapa
cities were put at 3,15,800 mlrds. by the Soviet s~de Clnd 2,55,000 
by the Indian side. 

2,34. It will be '3een that the capacity as assess"d by Indian 
Technologists was 19 per cent less than the capacity assessment 
made by the ~viet Team, The variations were due to the different 
,parameters adopted by the Soviet and Indian Teams fm' calculating 
the capacity. The Russian assessment was based on the effiCIency 
and time cycles which had already been acheived in slIniiar plants 
in the i~oviet Union and which were also capable of achievement 
in India once the technology was matered. According to the 
Management, the Plant would attain the capaclties :issessai by the 
Soviet team after certain essential facilitie3 are providf!d. Outlay 
for such facilities has been estimated at Rs. 108.77 lakhlJ as statc.>rl 
.earlier. 

2.35. In connection with capacities as revised, following features 
.deserve mention:-

(a) The efforts of the Company to persuade the mt!dical pro
fession for ;use-' of Chlorotetracycline Hydro-Chloride for 
human treatment (as recommended by the Committee on 
Public 'Undertakings in para 6.21 01 their 46th Report-
4th Lok Sabha) had not been successful and its use as 
animal feed supplellient was also not - found feasible in 
view of the adverse opinion expressed by the SWAN 
Committee in Noverriber, 1969. The Company, therefore, 
decided (August, 1971) to delete Chlorotdrncycline from 
the product-mix and to utilise the facilities cl'eated for 
the manufacture of this product for the production of 
other an ti biotics . 

. Out of the total investment of Rs. 65.55 lakhs in this section upto 
September, 1971, equipment valuing Rs. 36.72 lakl.s h::ve already, 
been diverted up to September, 1972 for meei.~ng the deficiencies. 
in other sections and equipment valuing Rs. 9.11 lClkhs is likely to 
be used for the production of Griseofulvin. The Management have 
stated (September, 1973) that the ba~ance equipment valuing 
R'S. 19.72 lakhs cannot be used by any further diversion till the 
,details of expansion programme have been workt~d out. It is also 
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stated that Chlorototracycline equipments valuing Rs. 11.19 lakhs. 
were further divereted upto the end of September, 1973. The de
mand for Nystatin during 1975-76 is estimated to be about 2 tonnes 
only. In view of the limited demand the capacity of Nystatin 
Section (10 tonnes) is proposed to be utilised for concurrent pro
duction of Griseofulvin (estimated production 5 tonne<> per annum). 

2.36. In this connection the Ministry stated in ~ written note as, 
follows:-

"It is understood that the Soviet side cl)llsidtm:d that 26500 
metres of Chlortetracycline could be produced with the 
equipment valued at Rs. 54.28 lakhs already available with. 
the plant alongwith certain additional balancing eqLlip
ment. Since the product-mix ha'S been altered, deleting 
the production of Chlortetracycline, it is being examined 
by the plant as to whether these equiplllcnts could be 
fruitfully utilised in the production range. In the produc
tion of antibiotics, the basic requirements of.plant and 
equipment are in the fermentation filtration, extraction re
covery and purfieaction and, as such, all these equipments 
could be utilised for the manufacture of o1Jlcr antibiotics. 
IDEL has also submitted prop0'8als fer expansion of 
Streptomycin, adopting improved str~n. better techno
logy ets. to be obtained from Soviet side or elsewhere, 
and also for substantial expansion of Tetracycilin. As 
already mentioned, these equiment which are required 
for any fermentation and recovery operatIons, could be 
utilised for the expansion purposes of ether antibiotics. 
The extent utilisation would, however, depend UpO'll 
the technology which would ultimately be adopted. 

2.37. Expansion is contemplated in respect of Streptomycin
from 85 tonnes to 120 tonnes, and Tetracycline from 25 tonnes to 
95 tonnes, involving an additional capital cost of Rs. 685 lakhs 
·the overall profitability has been assumed at 10.54 per cent after 
expansion. The proposal for expansion is undpr consideration of 
the Government. It WOUld, therefore, bereasonaUe to nssume that 
the major portion of the equipment will be absorbed in the expan
sion programme and until a final decision is talten on the expansion 
pl'oposal, these equi.pments need not be disturbed." 

2.38. Borker Committee favoured a "moving boundry" approach '. 
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.towards production c,iipacity of the Antibiotics Plaut, Rishikesh. 
'The Comtnittee inter alia observed that 

"To help develop a pervasive attitude of healthier apprecia
tion of the real economic needs of the organisation !lmong 
plaftt personnel it is imperative that the organisation drops 
the standard of protocol levels in all its discussions and 
book-keeping and replaces. in its place, standards of 
economic performance expected of the plant and its con
stituent units every year which are arrived at with the 
involvement of th~concerned units. Capacity considera
tions should be reserved by the top management as a 
convenient reference point for purprse'3 of review and 
not to imply that as the units approached the predetermi
ned capacities their performance would be considered 
adequate. Only a 'moving bound<lry' approach of this 
kind will keep the constituent units tensed and motivated 
to higher levels of achievement where self-urge of the 
right kind is missing for whatever reasons." 

2.39. The Committee note that the operational experience of 
Antibiotics Plant, Rishikesh gained durin" production from May, 
1968 onwards bad revealed a number of deficiencies in the equipml"nt 
and systems which were subsequently studied by the Soviet Expert 
who visited the plant from 2nd September, 1969 to 5th October, 
1969 with the help of Indian Technologists. As against the original 
design capacity of the PIlant of 290 tonnes or 3,70,250 mJrds per 
annum, the maximum attainable capacity was put by the Soviet 
side at 3,15,800 mlrds and by the Indian side at 2,55,000 mlrds which 
is 19 per cent less than the capacity, assessed by the Soviet Team. 

2.40. The Committee were informed that the Russian aSSeSSfllC.'nt 
was based on the efficiency and time cycles which had already been 
achieved in similar plants in the Soviet Union and which were also 
capable of achievement in India once the technology was mastered. 
According to the plant however, the capacity as asseso;ed by the 
Soviet Team could not be attained unless certain essential facilities 
were provided. The outlay for such facilities was estimated at Rs. 
108.77 lakhs. The Committee are unhappy at the derating of the 
plants capacity. The Committee hope that with the additional 
facilities proposed to be provided it would be possible for the plant 
to achieve the capacity as assessed by the Russian Team. The Com
mittee recomcnd that a close watch may be kept by Government to 
see that expenditure on such additional facilitie<; does result in 
higher utilisation of capacity and stabilisation of production. 
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2.41. The Committee note that it has not been possible for the 
company to persuade the medical profession to use Chlorotetracy
cline Hydro-Chloride for human treatment nor it has been possible 
to Wie it as animal feed supplement. Subsequently, the Company 
has deleted Chlorotetracycline from the plant's product-mix and 
have diverted equipment of the value of as. 36.72 lakhs (out of 
Ks. 65.55 lakhs) meeting the deficiencies in other Sections and 
equipment valuing 88. 9.11 lakhs is likely to be used for the pro
duction of Griseofulvin. The Committee find that even after such 
decision, plant and equipment of the value of Its. 19.17 lakhs wil( 
still be lying unutilised. The Management claim that the major 
portion of the equipment will be utilised in the Expansion pro
Ilame to be finalised. The Committee are sorry to observe that 
determination of product-mix without adequate demand survey had 
resulted in equipment value about Rs. 19 lakps remaining idle. The 
Committee expected that the expansion propamme would be fina
lised after a detailed market survey of the products and the surplus 
plant and machinery would be put to best use. 

Puroduction Performance 

2.42. The table below indicates the actual production of the 
various antibiotics during the last 5 years ended November, 1973 
compared to the Protocol capacities and the targets of production 
laid down by the Company for these years as per the original and' 
revised budgets:- ' 
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2.43. It will be seen from above that except for Streptomycin 
Sulphate and Oxytetracycline during 1969-70 (where the original 
targets were revised upward by 20.1 per cent and 73.7 per cent 
respectively) the production targets of rest of the antibiotics dur
ing all the years were curtailed drastically in the revised estimates. 
Even these revised targets could not be achieved in an the cases 
(except for SQdium Penicillin, Streptomycin Sulphate and Nystatin 
in 1971-72 and Tetracycline Hc!. in 1968-69 and 19'i1-72). 

2.44. Th~ following factors were stated to be mainly responsible 
for the non-attainment of the planned production:-

(i) Non-attainment of efficiencies as compared to reglement 
norms (vide para 6.4.1). 

(ii) Technological problems e.g. lack of sterility, clarity and 
colour. 

(iii) Lowet potency of Streptomycin resulting in heavy 
rejections. 

(iv) Strike by the workers on 28th May, 1969 which resulted 
in an estimated loss of production of Rs. 20.06 lakhs. 

(v) Failure of the water supply system in 1970-71 on account 
of Alaknanda floods resulting in loss of production of 
Rs. 55 lakhs (approx). 

(vi) Non-availability of materials of requisite specification in 
desired quantities. 

(vii) Frequent fluctuations of voltage and interruptions in 
power supplied by the Uttar Pradesh Electricity Board 
resulting in loss of production of Rs. 87.35 lakhs during 

. 1968-69 to 1971-72 and Rs. 43.62 lakhs during 1972-73 and 
1~73-74 (Sept. 1973). 

(viii) Sodium & Procaine Sections had been under shut down 
npto August, 1973. 

(ix) Illegal strike and the lock-out druing the month of 
May/June, 72 and the strike of the U.P., State Electri
city Board Power Engineers in January, 73 resulted in 
an estimated loss of production amountine, to Rs. 205.55 
lakhs. 



2S 
(x) The tool-down"Strike followed by lock-out in April/May, 

1973 and (26-4-73 to 11.5.73) resulted in an estimated loss 
of production amounting to Rs. 94.45 lakhs. 

2.45. The Antibiotics Plant Rishikesh, commenced production of 
Potassium Penicillin, an intermediate in June, 1967 and progres
sively various pharmacopoeial grade products were commissioned 
irom May, 1968 to January, 1970. &3 per collaborators, it was expected 
to reach the rated capacity within two to three years of commis
sioning. However, as the production continued to be far below the 
installed capacity .. Thereby affecting not only the economics of 
the plant but also reducing the indigenous availability of the essen
tia!" antibiotics and thus necessitating import to meet the demand, 
the Govt. ~ppointed in June, 1973 a Technical Committee with 
Shri S. K. Borkar, Adviser (Tech) IDPL as Chairman. 

2.46. Govt. have accepted all the recommendation of Bork~r 
Committee except recommendations at S1. No. 9,12· fllld 17 which 
have been modified. 

2.47. It wiUbe seen that revised budgets were submitted to 
Government in November, 1969 for 1969-70, in November, 1970 for 
1970-71 and in December, 1971 for 1971-72. It is further noticed from 
the data relating to actual production for these years given in the 
Report that, by and large, even targets as per revised budgets 
could not be a,chieved. Asked whether the various factors respon
sible for shortfall in. production were not taken into account while 
finalising the revised budgets and if so, why the actual production 
was significantly lower than the projections made in the revised 
budgets. The Management stated in a written note as follows:-

"It is true that the revised targets for the years 1969-70, 1970-71 
and 1971-72 and 1972-73 were realised only to the extent 
of 70.15 per cent, 87.19 per cent and 104.98 per cent and 
82.04 per cent respectively. The gap between the revised 
plan and the actual achievements was basically for two 
reasons:-

(i) .The revised target was kept at a slightly higher level 
than the realistic expectations, to provide challenging 
targets to the operating personnel, and; 

(ii) Some of the constraints which were responsible for 
low production during the· remaining part of the y<!ar 
were not fully visualised at the time of the drawing of 



the revised plans. These constraints include frequent 
power failures, non-availa-bility of needed raw mate
rials in terms of ,both quality quantity." 

2.48. Askel when do the Management expect that would be 
possible for the plant to attain rated capacity of the various pro~ 

ducts as well as reglement norms for yields etc. as the period of 
commissioning, mastering the technology and attainment of l'ated 
capacities for the various antibiotics produced undert he same roof 
was to be about 2112 to 3 years for each product from the date of 
commissioning and the period of 3 years is already over, the pro~ 
duction performance is still far below the rated capacity level. The 
Management further stated in the written note that; the period of 
2112 to 3 years which had been indicated by the collaborators for 
masting the technology assumed continuous operations of plant 
without any interruptions. As the continuity of the operation 
could not be ensured due to various factors like disruption of water 
and power supply, marketing constraints and various technological 
problems, which necessiated the closure of the plant, this period 
naturally got extended. The plant has however, resolved a major 
part, of these 'problems by now and it is expected that 'by the end of 
1974-75 it would be possible to achieve rated capacities for various 
antibiotics. 

2.49. In this connection the Ministry have stated in a written 
reply as follows:-

"Achievement of production as per the rated capacitles could 
be expected only when the basic assumptions like un
interrupted supply of raw materials, power and other ser
vices are assured. Stabilisatlonlmastering of technology 
is also another factor. Problem of un-interrupted power 
supply is still continuing. Although in certain batches 
the plant has been able to obtain good results, as compared 
to the reglement norms, it has not been possible to sustain 
such results on a continuing basis. Based on their ex
perience, the unit has affected certain changp-s in their 
air~filteration system in 1970, for the dehumidation of air 
supply to the fermentation block. The stenle area for 
Sodium and Procaine Penicillines has been made more 
compact in 1973. At that extraction and filtration stages 
also, certaill ll1odifications in the Plant have been brought 
about in the later half of 1973. 
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The Technical Committee under the Chairmanship of Shri S. 
K. Borker also pointed out the major problems and also 
recommended certain measures to be adopted by the eom
pany towards attainment of rated capacities. Once cor
rective action is taken by the plant, in the hight of these 
recommendations it is expected to improve its perform
ance and also attain the capacities as envisaged." 

2.50. Analysis of production performance of Antibiotics Plant, 
Rishikesh indicates that except for Streptomycip. Sulphate and 
Oxytetracycline in 1969-70 (where the. original targets were revised 
upwards by 20.1 per cent and 73 per cent respectively), the produc
tion targets of rest Qf the antibiotics during all the years were cur
tailed drastically in' the revised esilinates. The Committee find that 
even these revised targets could not be 'achieved in all the cases 
except· for Sodium Pencillin, Streptomyci~e' Sulphate' and Nystatin 
in 1971-72 and Tetracycline ReI. in 1968-69 and 1971-72. 

251. The main factors responsible for non-attainment of the 
planned production were stated to be non attainment of efficiencies 
compared to reglement norms, technological problelll6, lac:k of steri
Iity, clarity and colqur; lower potency. of streptomycin ~esu1ting in 
heavy rejections; fallure of the .water supply·systemin 1970-71 on. 
account of Alaknanda . floods and poVfl'er fluctuations and non
availability of materials of requisite specificat~ons in desired 
quantities. 

2.52. The Borker Committee constituted by Government to study 
the l\Vorking of the Antibiotics Plant, Rishikesh has concluded that 
the major problems of the plant are twofold viz. serious shortfalls 
in all the products and uncommon degree of proceSs and product 
failure in all stages of production. That Committee also pointed 
uut that the main causes which have operated to the d.eteriment of 
t.he plant in varying degrees have been inadequacy of the ,'equip
ment or plant design process, assimilation of process technology, 
lack of proper rapport between managemen.t and the workers. Gov. 
ernment have assured that once ccrrective action is taken by the 
Plant in the light of the recommendations made by the Borker 
Committee it would be possihle to attain the envisaged capacities. 
The Committee alsO recommended that as the production in the 
plant has continued to be far below the installed capacity, thereby 
affecting not only the economics of the plant but also reducing the 
indigenous availability of essential antibiotics, Government/Manage-



ment should bend all their energies and see that the plant reaches 
the installed capacity soon and aU impediments in the way of produc
tton are removed. 

The Committee were informed that th,e Ministry had accepted 
all the recommendations made by the Borker Committee except 
recommendations at Sl. No.9, 12 and 17, which have been modified. 
The Committee urge that the recommendations made by the Borker 
Committee may be implemented and corr,ective action taken with
out any further delay in ,the light of those recommendations. 

2.53. As mentioned elsewhere in the Report the ma~ket demand 
for tetracycline base had been estimated by the Management at 4 
tonnes per annum and that the Soviet Delegation had suggested the 
conversion of the balance base into Tetracycline Hcl, and the add
tiomil equipment recommended by the Soviet Delegation for con
version of base into Tetracycline Hcl has not been installed and , ' 

commissioned so far. 

2.54. In this connection the Management stated in a written note 
CI.8 under:-

"The plant has not yet been aohle to realise the full capacity 
of Tetracycline base. The actual production of base has 
been just sufficient to cater to the requirement of the 
existing capacity (15 tonnes after modification) of tetra
cycline HeI and the Tetracycline base required ,by the 
market. It h,as therefore, not been felt necessary to in
crease the capacity of Tetracycline Hcl at this stage by 
providing additional equipment." 

2.55. As regards the present position regarding change over from 
two stage fermentation process for Tetracycline specified in the DPR 
to three stage fermentation process recommended by Soviet Delega
tion in 1969, the Management also stated in a written note that the. 
experiments conducted at the plant in Tetracycline fermentation 
with two stage and three stage processing show that there is no 
differnce in results with the strain being utilised at present. Recently 
a new high yielding strain has been obtained from SOviet Union and 
~s per recommended technology, this strain reqUires three stage 
lermentation. The modifications to change over from two stage to 
thre~ stage precess have been recently taken in hand and these are
€xpectcd to be completed by March/April, 1974. 
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2.56. Total demand for Tetracycline HCL and Tetracycline base 
for 1973-74 and 1974-75 is as under:-

Tetracycline Hcl. 
Tetracycline Base 

1973-74 

90.T 

5T 

Imports ot Tetracycline base till 1972-73 was as follows:-

1970-71 

1971-72 

1972-'13 

1 T. 

1 T. 

Nil. 

1974-75 

115 T 

6 T. 

NOTE; Canalisation imports started trom 1970-71 when IDPL came in the 
picture. Figures for 1969-70 are not available with IDPL. 
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2.58. It will be seen that in 1972 Antibiotics Plant accounted for 

44.5 per cent, 34.4 per cent and 88.8 per .cent of the country's licensed 

.capacity for Penicillin, Streptomycin, and Tetracycline and its 

derivatives respectively. The actual production of these drugs in the 

Antibiotics Plant in 1972, however, represented 19.8 per cent 12.8 

per cent 27.1 per cent respectively of the total production in the 

·country for 1972. Thus, the share of the Antibiotics Plant in the 

-overall production of these drugs in the country was not commen

surate with its share in the overall production capacity. On the 

-other hand, the production of producers in the private sector was 

generally more than their !incesed capadties.; 

, . 
2.59. The Management explained that performance of private 

and public sector was not comparable. It was stated that:-

"'l;'he manufacture of antibiotics is very tri<;ky and peculiar 1'0 

nature in the sense that the ultimate result is dependent upon the 

}lotency of the strain employed and also the enviornment in which" 
it is placed to yield the desired antibiotics. The technology develop

ments in the field have been stupendous in the developed countries 

which has bee~ possible tbrough cQntinuous,R & D efforts invoJv

jng suhstantialiexpenditure; The other firm like Synbiotics and HAL 

(both for tetracycline group of drugs) have been producing these 

antibiotics based on the strain and technology imported from their 

respective collaborators. These units have been' able to show 

better results only because of the improved strain and associated 

technology imported. Alembic Chemicals had to seek foreign 

technological assistance, to improve their efficiency in respect of 

P~nicillin. As for Streptomycin, Alembic Chemicals are operating 

much below their capacity with the technology developed by them

selves. IDPL are also endeavouring to improve their performance 
based on imported better strains, and they are now working in that 

direction. Government is also trying to assist them in securing stilI 

better strain and the associated technology for the existing products 

and also for new items." 
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2.60. The statistics of imports (made available by the office of 
the Drugs Controller) that the country had to imoprt the following 
quantities of the drugs during 1969 -70 to 1972-73. 

(Value in lekh of Rs.) ----
1969-70 1910-71 1911-12. 1972-73 

Item 
Qty. Value Qty. Vallte Qty. Value Qty. Value 

2. 3 4 S 6 1 8 9 

J. Penicillin 

(G) SodiltDl 
and Potassium ' 
(in MMU) . 0'63 1'43, Nil Nil 40 59' 11 9'99 II'7Z 

2. Streptomycin 
(inkp.) 3~,697 6S'47 u,53 I 2.2'45 83,603 170' 10 99,200 137'00 

3' Tetracycline 
hase and Hel. 
(in ki.) 61,362 127'22 62,898 IS9'33 44,36S II6'41 20,100 36' IS 

4. OxytetIacy-
~4,S49 10,60 12,862 cline 31 ' 79 54'190 107'5, 1,500 2'8 

5. Chlor Tetra-
cycline (in Kp.) 

6. Nystatin " ' 
6'2 (in lakh mill) , 7'2 3'60 2'72 2'00 0'89 

2.61. With referrence to the capacity, the actual production feU 
short by the following quantities, as per details given under produc
tion performance:-

- - .... --"--
Shortfall (in MMU) ltemarks 

1969-70 1970-71 1971-72 1972-13 

I. P.:ncillin 86'9 67'S so 58 In the case of 
these 3 anti-
biotics 

2. Streptomycin 46'8 43'7 37' 7 31' 2 

3, Tetracycline 
(Base and Hcl) 7'7 3'8 9' 1 10'S I MMU 

1 tonne." 

4. Oxytetracycline 
(base and Hel) 1.4' 2 11'1 11'8 20'S 

2,62, From the details of overall imports and shortfall in pro. 
duction in the Antibiotics Plant, it is evident that had the Plant 
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achieved the production according to the capacity, it would have 
avoid the imports to the foHowing extent:-

(a) Import of Penicillin would not have been necessary in 
1969-70 anrl, 1971-72. 

(b) In respect of Streptomycin, imports for 1969-70, 1970-71 
would have been completely eliminated and those for 
1971-72 would have been avoided to the extent of one 
third (approximate:y) of the total imports. 

(c) Import of tetracycline would have been curtailed to the 
extent of shortfall in production at the Plant in each of 
the 3 years. 

(d) ,In respect of oxytetracycline, imports, for 1969-70 and 
1970-71 would have been rendered unnecessary that for 
1971-72 could have been reduced by one third approxi
mately. 

2.63. In regarct to the imports of anUbiotics during 1972-73, and 
to the extent to which these have been caused: by shottfalls in the 
production of the Rishikesh Plant, and the total value of imports 
made since commissioning of the Rishikesh Plant to date on ac
count of failure to achieve the ratedfbudgetted prodUction, the Min-
istry stated as under:-

"According to DGHS statistics, the imports during 1972-73 of the 
antibiotics which are in the production range of IDPL, have been 
as under:-

Penicillin G Pot~ssh1m 9'99MMU Rs. II' 72 lakhs 

Streptomycin Sulphate 99'2 tonnl'S Ra. J' 37 crorefl 

Tetrac),cline 20' 1 tonnes ' Rs. 37' IS lalths. 

Oxytctrac)'elinc J' 5 tonnes Rs. 2' 8 lalths. 

C'1loro-tctr:lcycline , 0'44 tonnes Rs. 1'23 

Import of Nystatin is now banned as a result of IDPL's. produc
tion. Nystatin was being imported during the past few years as 
under:-

Quantity Value 

J969-7::1 7'21akh mt'. Rs, 3' 6S ldths 

1970-7 1 6, 2lakh mu Rs. 2' 72lakhs 

1911-7:1 2'olakh mu R~, 0' 89lalths 

1972-13 Nil 
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2.64. The import of Pencillin during 1971-72 and 1972-73 was 
effected to meet the eventualities like influx of refugees from 
Bangladesh and Indo-Pakistan conflict. There was no import in 
1970-71, nor any imports have been arranged for 1973-74. The im
ports of antibiotics like streptomycin and Tetracycline could have 
been reduced to the extent of their installer! capacities, but that 
would have been possible only if IDPL were able to stabilise their 
production to that extent. Obviously,difficulies came in the way 
which prevented them from attaining the production upto their 
installed capacities. Since stablisation of antibioti'cs production is 
very intricate as has been noticed in the case of Streptomycin for 
alembics, and also that it takes time to attain such projected capa
cities, itis not possible to indicate the extent of imports that could 
have been .avoided since commissioning of the Rishikesh Plant." 

2.65. fte Committee note that in 1972 Antibiotics Plant accounted 
for 44.5 per cent, 344 per cent and 80.8 per cent of the countrysh lic
eneeclc.city: for rJnicillin, Streptomyc~ ~nd Tetr84!ycline and its 
derivati~es:' ~~spectively., I .• The ~ctual production of. these drugs in 
the ~~~lbio~lC~ ~lant, .h~weve11",.representcd 19.5pere.ent 12.8 per 
cent end 27.1 percent Ntpectively of the total production in the coun
try dUting; 1972. 'th~ comparaiiv~study of the performance of public 
and private sector for production of these drugs indicates that the 
share of the Antibiotics Plant in the overall production of these 
drugs in the· co~nt,y was ·not commensurate with its share in the 
overall production-capacity. On the other hand the production of 
producers in the priv.-te sector was generaBy more than their licen-
ced capacity. In this connection the Committee understand that 
action to be taken on firms for exceeding the permissible capacity 
was under consideration keeping in view the country's demand for 
these drugs. The Cmnmittee find that had Antibiotics Plant achiev
ed the production according to its capacity, in respect of Oxytet
racycline, imports in 1969-70 and 1970-71 would not have been 
necessary and even in 1971-72 the import of this drug could have 
been reduced by one third. The Committee find that during 1972-73 

\ 

import of product!l1 in the production range of IDPL amounted to 
Rs. 54 lakhs. The Committee recommend that Antibiotics plant 
should take concerted measures to achieve installed capacities of its 

I vario~ products in order to avoid dependence on imports to that 
extent. 

\ 2.66. As regards the total requirements of the antibiotks in the 
• country envisaged dur1ng the 5th Five Year Plan, how these are 
. proposed to be met and the share of Public Sector and Private 
. Sector in this sphere, the Ministry stated that the requirement of 
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the counry in the field of antibiotics during the period of the Fifth 
Five Year Plan is as follows:-

----
Target P",blic Priv2te IDPL IDPL 

S. Name of Drug Unit for Sector Sector present capa-
No. 1978- 1978- as on capacity city by 

79 V 79 1-2-74 in MMU 1978-
Plan 79 

I 3 4 5 6 7 8 

I Pencillin. MMU 780 340 175 105 137'2 
32':% for 
Pot. 
PenL 
Salable. 

2 Streptomycin Sulphate Tonne 825 290 82 85 120 

3 Tetracycline Tonne 200 95 13 22'8 9S 

4 Oxyte racycline Tonne 80 25 9 25 2S 
MMU 

S Dimethyl Chlorotetracycline Tonne 23 S 

6 Chloromphenicol & its 
esters . Tonne 390 158'8 

7 Amphotericin Kgs. 3000 1000 

8 Ampicillin and others 
Synthetic Penicillin Tor.e 3S 2S 13'75 10 

9 Bacitracin ·1 MMU 23 

10 Cyclosirine Tonne 8 

II Erythsomycin . Tonne 30 19 16 S 

12 Griseofulvin Tonne 20 6 

13 Hamycin Ki~· ISO 250 

14 Kanamycin Tonne 0'8 10 I' 0 

IS Neomycin Kg~. 10000 3 0'3 (Ton)s 

16 Nystatin Kgs. 3000 1000 46'8 46'8 
MMU 

17 Oloesmlomycin Kgs. 1500 

18 PolYrnixin BU 130 S 
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2.67. The proposals of IDPL and HAL included in their Fifth 
Plan proposals are under consideration of Govel'llJjllent. A plan 
outlay of Rs. 40 crores ann Rs. 30 crores respectively has been pro
posed for these undertakings. 

The proposals from the Private Sector will be, it has been stated, 
considered on their merits. 

2.68. The Committee were informed that the guidelines for In
dustries were proposed to be used by -the MiniStry of Industrial 
Development annually indicating the lines as to how the industry 
should go about achieving the production requirements. The gap 
still available against the various categories of drugs would also 
De inclicatec\ there. Ministry of P & C were holding discussions 
with the various drugs manufacturers' associations to examine the 
possibilities as well as the means as to how the projected reqUire
ment could be achieved by the industry. 

2.69. In regard to the view of IDPL that "Many of the problems 
faced by ABP are unique arising out of its location and the per
formance ofequipments ann systems and other factors having 
bearing on technology given in the DRP" the Ministry stated in a 
written note as follows:-

"Achievement of projected production according to DPR would 
be based on certain basic assumptions. Any interruption in the 
availability of the inputs would naturally affect the production. As 
for example, supply of raw materials, supply of power, services etc. 
has a great bearing on the production performance apart from the 
technology envisaged. Rishikesh being a place far away from the 
sources of raw materials which are used in the production of anti
biotcs has to depend for its supply of such inputs from distant places 
like Bombay, Calcutta, Baroda, etc., and any dislocation jn the supply 
of any of the raw materials would consequently affect the pronuc
tion. Similarly, supply of power, which is highly essential for main
taining the regular production, has not been obtained from the State 
Government on an uninterrupted basis. In the early stages of pro
duction the Plant suffered the natural calamity of Alaknanda rUsas
ter, which resulted in the stoppage of plant for about two months 
and the water system had to be modified to ensure proper supply of 
water. Two presedimentation tanks had to be incorporated in the 
system!or providing uninterrupted water supply, 
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Apart from the above, the Technical Committee under the Chair
manship of Shri S. K. Borkar has also pointed out the short-comings 
in the plant design- particularly in respect of the following aspects: 

(i) The method of. inoculation. 

(ii) Design of the air filteration system; 

(iii) Design of the fermentors; 

(iv) Available controls, particularly for regulating foaming, 
agitation and the temperature of ingoing air and; 

(v) The availability of adequate chilling facilities at the ter
minal stages of inoculation seed vessels and fer mentors. 

2.70. As regards the inoculation system, the open method of in
·oculation is provided which increases the possibility of contamina
tion. For de-humidification of air which is essential in view of the 
peculiar weather conditions prevailing in this country was later on 
indentified and rectified to a certain extent by the Soviets. 

2.71. Contrary to the general experience in this field where the 
activities in production fermentors are normally higher than their 
activities in the shake flask, in case of production fermentors at 
Rishikesh, the activities in the production fermentors are less than 
the shake .flask. This is due to the fact that adequate system has 
not been provided for optimization of air which is necessary for 
aspiration/respriration of the micro-organisms. Adequate chilling 
facilities (at 5°C for water line) which are necessary at the post fer
mentation stage were not provided initially. Action is now being 
taken to rectify these shortcomings. Apart from these technological 
inherent in the system, frequent power failUre!! have also led to the 
fall of positive pressure of air in the fermentors thereby increasing 
the chances of contamination and consequently lowering the levels 
of production. 

2. 72. The Committee find that according to Fifth Plan proposals 
the eapaeity of the Plant is proposed 10 be increased by the end of 
1978.79t in the case of Penicillin from lOS MMU to 137.2 MMU, 
in the case of Streptomyein from 85 tonnes to 120 tonnes, and 
in the case of Tetracycline from 22.8 to 95 tonnes. An outlay of 
Rs. 40 crores has been proposed for inclusion in the 5th Plan. The 
Committee also find that Government are actulllly having discus
sions with the drug manufacturers to examine the possibilities as 
well as the means as to how the projected requirements of the 
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'Various antibiotics for the Fil1h Plan period could be achie'Ved by 
the industry. The Committee desire that early decision shoUld be
taken by Government in this regard and the tarlet to be achieved: 
by IDPL and other Units in the public sector clearly laid down so 
that concerted measures couldl \ be taken to achieve it. The Com
mittee need hardly stress that the progress achieved should be 
closely monitored to resolve in time difficulties which may be ex
perienced in achieving the targets and to take other timely reme
dial measures. 

The Committee recommend that the target fixed for the 5th Plan 
(or raising the availability of Antibiotics in the country during the 
plan period should be achieved in full and no efforts should be 
spared in that direction. 

OPERATIONAL EFFICIENCY 

NCYn-attainment of reglement norms for yield etc. 

2.73. The Plant consists of four main production blocks viz:-

(1) Raw material and Culture Media preparation Block. 

(2) Fermentation Block 

(3) Recovery and Purification Block and 

(4) Sterile anrl Finishing Block together with appurtenant 
works. 

The production of the bulk antibioti'cs (viz. Penicillin, Streptomy
cin, Nystatin, Tetracycline and Oxytetracycline) from the basic 
stages is carried out in the first' three blocks. 

A. Penicillin 

(i) Fermentation- (a) The production of Pencillin in the Plant 
Is a three stages fermentation process. The fermentation is carried 
out in inoculators, seed vessels and fermentors. The culture medium 
for seed vessels and fermentors is prepared in the Media Preparation 
Block. The culture medium for inoculators is prepared in the in
oculator itself and after its sterilisation is charged with inoculum 
(seed strain). Samples from the inoculators are taken at regular in
tervals for testing the batch for air-borne contain ants, mould strain 
development and the PH etc. 

2.74. The mycelium grown up in the inoculators is used for inocula. 
tion in the see!\ vessels. The inoculum in the seed vessels is ready 



'for charging into fermentors when the mycelium development 
reaches the 3rd or the 4th stage of development and no air-borne 
contaminats are found. The collaborators had provided nine ino
-culators (each having a capacity of 10 Mil) for this purpose. 

2.75. The inoculators/seed vessels which get contaminaterl. Gr 
develop other biomass become unfit for use in the next stage of fer
mentation and are, therefore, detained. The table below indicates 
the inoculatorsJseed vesselsJfermentors chargedJdteained and the 
'ratio of fermentors harvested to inoculatorsJseed vessels charged 
for the last 4 years ended September, IIn3:-
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2.76. In the absence of any norms laid elown by the Management 
with regard to the number of batches harvested to the inoculators/ 
seed vessels charged, the eftlciency of the harvesting operations was 
not susceptible of evaluation. The loss on acc.ount of the draining 
of inoculatorsJseed vessels also does not appear to have been assessed 
by the Management. The Ministry have statecl (October. 1973) that 
norms in respect of various antibiotics could not be laid down so far 
on account of non-stabilisation of the technological regime and power 
fed to the Plant. 

2.77. The inoculum from the seed vessels is charged into fermen
tors (each having a capacity of 50~ and co-efficient of filling of 
76 per cent) by blowing over the broth from the seed vessels by 
sterile compressec\ air pressure. The control over fermentation is 
exercised by examining the samples for sterility, mycelium develop
ment, bio-chemical changes, potency and PH at regular intervals. 
The Collaborators had provided 13 fermentors for fermentation . 

.. ~ ... 
2.78. The fermentor is harvested when mycelium development 

quantity of residual sugar, potency anel PH of culture fluid meets 
the prescribed requirements, standard curves (based on the results 
of sample batches) showing the rate of growth of activity have not 
been prepared by the Company so far (March, 1972). The decision 
to continue fermentation of broth or its harvesting is taken on the 
basis of the test results of the process control laboratory in the 
Fermentation Block. As regards the preparation of standarel curves 
for the various antibiotics the. Ministry have stated (October, 1973) 
as follows:-

"The· use of the standard curves for controlling thebiosyn
thetic activity in fermentation is one of the usual techni
ques employed in the fermentation industry. However, 
the same results can also be achieved by a suitably design
eel sampling plan for process control. ~e plant is follow
ing the latter practice and the decision to harvest the batch 
is taken on. the basis of the analysis of· test samples. SQO 
team from the Indian Statistical Institute hal" carried out 
some studies in this respect and has suggested some rules 
for harvesting the batch on the basis of activity at d~ft,nite 
intervals, These' recommendations are untler shldy by 
the Company and the decision on the sinne wiJl· t>e'takea 
after, their utdulness is established." 



2.71. After 1tte completion of fermentation, the culture fluiq i& 

pumped to Filtration Section where mycelium and native solution 

are separated from the fermented' broth. The broth which is con

sidered totally unfit for harvesting either due to contamination/low 

activi~ thad mycelium or for any other reasons is pasteurized and 

drained. The other contaminated batches not falling within this 

category are, howevet:" , harvested. The harvesting of the contaminat

ed batchei affect. the recovery efficiency of Potassium Penicillin 

from the native IOlution. The table below indicates the contaminat

en b~tches hlll'vested durin&, the last few years ending September, 

1171. 

Year 

1969-10 

1970-71 

1'71-'7J 

'972-'73 

197)-74 (~rU-Se.te"'er' 13)· 

No.of 
b'ltche& 
harvested 

3 11 

529 

618 

642 

2S1 

Mo. of %of 
contamina- batches 
ted batches. cotrmint-

60 

92 

lSI 

97 

3S 

ted to 
batches 
harvested. 

19·29 

17' 39 

lI'9S 

IS' II 

13· 94 

(b) A~ Acriuitll Clnd Bo,.th.-TIie project report for the Peni

cillin ~tjO,a ~c.ted the process etftciencies at different stages of 

~uctiOit-. ""_ were, however, refixed on the basis of the pro
IDeo} of dUe .... ill October, 1961. 

1.~. ""e 1i!'blo below indicate!l the varioua parameters indicated 
by the ~ •. .;.4~ ill the protocol together with the actual. there

against in each of the last few years ending Setpember, 1973. 
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2.81. It was noticed that the average activity and the yeild of fil
tered broth (in mlrds) per batch has varied widely from month to 
,month and year to year. Although the activity per ulml was much 
.higher than the protocol norm on a number of occasions (highest 
activity achieved in February, 1972 was 11,800 ulml) in each of the 
last 3 years eurling 31st March, 1972 yet the average activity was only 

!6321 ulml, 6830, ulml, and 7292 ulml respectively. Similarly, as against 
the protocol norm of 258.4 mlrds. of filtered broth per batch, the 
.highest achieved was 245.23 mlrds. in February, 1972. The average 
yeild of filtered broth per batch was, however, only 176.19 mlrds. in 
1969-70, 199.40 mlrds. in 1970-71 and 207.65 mlrds. in 1971-72. 

2.82. The fermentation cycle (except in August, 1969) and the total 
time cycle were also much above the protocol norms. Based on a 
.normal cycle of 133 hours (inclusive of 15 hours down time) for fer
mentation, 830 batches are expected to be harvested in a year. The 
number of hours for which the fermentors were run/utilised (ex
'eluding the batches drained) in each of the last 3 years were, however 
.only 41829 hours, 68902 and 86734 hours respectively as against th~ 
'protocol norm of 97940 hours. 

2.83. The total time cycle (in terms of hours) during 1969-70, 
1970-71 and 1971-72 was 59712, 94162 and 122636 hours against the pro
tocol norm of 109200 hours, which indicates that the fermentors were 
not utilised to the full extent in 1969-70 and 1970-71. In 1971-72, the 
plant pressed into service three additional fermentors involving a 
·total utilisation of 17,142 hours. The Plant did not achieve the pro
;tocol level of harvesting 830 batches per annum iA any of the years, 
notwithstanding the fact that three additional fermentors had been 
utilised in 1971-72. 

2.84. The reasons for the non-attainment of protocol efficiencies Ire. 
·quirement norms in the Fermentation Section for the various products 
.as inc\icated by the Management in September, 1971 were as follows:-

(a) Contamination problem due to frequent power failures 
and higher moisture content in the air during monsoon 
season. 

I,(b) Poor quality of raw materials used due to shortage of 
time for biological testing. 

-(c) Higher time cycles dUe to frequent leakages and more 
maintenance time due to non-availability of good quality 
valves a~d fittings. 

«d) Low filtration efficiencr as c:ontaminated batches take long
'er time and give less yeUd .. 
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(e) Poor performance of the filter press. 

(f) :Lower ~olume of media charged in the fermentors due' 
to foaming and aeration problem and to control the con
tamination. 

(g) Higher temperature of chilled water in the fermentors .. 

2.85. The Management have further stated (September, 1972) 
that "the nature and the complexity of problems responsible for 
lower yeilrls has been changing from time to time. Steps that the 
Plant have taken to resolve these problems are both general and 
specific for individual products. Details of some of the steps taken 
in this direction are given below:-

(a) Installation of de-humidifier to minimise the moisture 
content of the compressed air supply. 

(b) Sectionalising 6.6 kv system to improve the effectiveness 
of maintenance thereby improving the reliability of 
power supply which is an essential condition for main
taining services to the fermentation block. 

(c) Implementation of other measures like replacement in
sulators, installation of under-frequency relays anrl 
lightening' arrestors to improve the reliability of power' 
supply. 

(d) Isolation of air supply system to individual fermentors 
so as to avoid spread of contamination from one fermentor' 
to another." 

2.85. The Committee note that as far as Penicillin is concerned, 
the ratio of batches harvested to inoculators charged has gone up 
from 0.43 in 1969-70 to O.Gl in 1972-'13 and to seed vessels charged 
from 0.74 to 0.88. In this connection the Committee b.ave, however, 
found that the Management have not laid down any norms with 
ftgard to the number of batch~ hanested to the inoculators/seed 
vessels charged. The Management also do not appear to have asses
sed the loss on account of the drained inoculators/seed vessels. It 
has been stated that the norms could not be laid down "on account 
of non-stabilisation of the technologicIJ regime and power feed to· 
the plant." The Committee note that the percentage uf batches con
taminated to batches harvested has come down from 19.29 in 1969-70 
to 15.11 in 1972-73. The Committee reeommend that a careful watch 
should be kept to see that batches which bec~me unfit for harv~tinc 
due to contamination are not processed, as harv_tiDg of such conta
minated batches afreets the recovery efRciency. The COJDmittee were-



info' med that Indian Statistical InstiLut.! has carried out some studies 
for controlling the bio-chemical fermeutors and bas s'QI&,ested some 
rules for harvesting the batches on the basis of activity at definite 
intervals. The Committee recommend that the rules sug&,ested by 
the Indian Statistical Institute should be consider,ed after carefully 
weighing the advantages of the adoption of these rules vis-a-vis usc 
.f standard curves for conductin&, too bio.synthetic activity in fer
mentation. The Committee further find that average activity and 
the yield of filtered broth per batch has varied widely from month 
:0 mouth and year to year. Although the activity per ujm; was 
much higher than Protocol norms on a number of occasions (highest 
activity achieved in February, 1972 being 11,800 ujml) the Committee 
find that the average activity was only 6,321 ujm} in 1969-70, 6,830 
ujml in 1970-71, 7,292 ulml in 1971-72 and 7,687 ulml in 1972·73 respec. 
tively which was less than the protocol norm of 8,000. Similarly, as 
against the protocol norm of 258.4 mlrds of filtered broth per batch, 
the highest achieved was 245.23 mlrds. in February, 1972. The Com
mittee fail to under.,tand as to wlay the higher rate of activity attain
f'd in February, 1972 could not be sustained continuously. The Com
mittee recommend that a careful analysis of the constraints in this 
regard should be made wi':h a view to taking suitable measures. The 
Committee also find that the fermentation cycle (except in August, 
1969) and the total time cycle were also much above the protocol 
norm. The Plant did not aclaieve the protocol level of harvesting 
830 batches per annum in any of the years, notwithstanding, the fact 
that three additional fermentors had been utilised in 1971-72. 

2.87. The Committee also find that the total time cycle during 
1969-70, 1970·71 and 1971-72 was 59,712 hours. 9(.162 hours, 1,22,636 
hours respectively as against the product norm of 109,200 hours thus 
indicating that the fermentators were not utilised to the full extent 
in 19f59·70 and 1970-71. The Committee note that in 1911-72, the plant 
pressed into service these additional fermentors involving a total 
utilisation of 17,742 hours. 

The Committee would like that the Manaaemeat .hould &'0 into 
the causes of non-attainment of protocol norms aad take suitable 
measures to remove the constraints. 

2.88. Potassium PeniciUin (a) The next stage o.f processing is 
the extraction of the penicillin from the native solution. The re
covery efficiency from native solution of Potassium Penicillin as in
dicated In the protocol is 72.4 per cent (native solution to Potassium 
Penicillin paste 73.5 per cent and efficiency of drying of paste to 
powder 98.5 per cent.) The various stages in the production of Po
tassium Penicillin are (a) extraction, (b) dehydration and ftlteration 
and (c) precipitation and drying. 
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2.90. The main reasons for the non-attainment of Protocol efli
.cienCies/reglement norms and consequent shortfall iD production al 
.intimated by the Management in September, 1971 'were:..,.... 

(a> Poor quality of native solution received from the Fermen
tation Block. 

(b) Low eftlciency of Rossia Extractor. 

(c) Non-availability of services at required temperature and 
pressure. 

2.91. The steps taken by the Management to improve the effi
ciencies inter alia include: 

(i) Rectification of design defects in dissolution and preci
pitation systems ami implementation of other technologi
cal changes in the R & P block. 

(ii) Two more centrifuges and one vacuum shelf dryer have 
been added to increase the capacity in Potassium Peni
cillin Section. 

(iii) A stainless steel column for the distillation of spent but
anol has also been installed. 

(iV) The Rossia Extractor is being replaced by Luvesta which 
is likely to improve the efficiency of extraction by about 
10 per cent. The Luvesta Extractors have already been 
received ann are under installation. 

2.92. As regards (iv) above the Management, stated in a written 
note (January, 1974) as follows:-

"Out of two Luvesta Extractors procured, one has already 
been installed and the other is under installation. The 
performance of these extractors will be evaluated when 
both of them are commissioned and are used for the ex
traction of the entire batch. The return on the invest
ment of Rs. 19.55 lakhs on these two extractors was ex
pected to be based on 10 per cent improvement in the 
extraction effiCiency over Rossia Extractor. The actual 
benefit derived can be evaluated only after it is stabilised. 
Possibility of using 'Rossia Extractors' for the manufac
ture of other products is being studied." 
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2.93. The Committee find that the recovery efticienry (rom 
nittivle ~. to potuslum penAeiUiil as indi~ate(r in the protoeol 
i. 72 .• perea... But during 1969-70 to ~973-74 (September, 1973) 
the recovery effieiency achieved by the plant has ranged between 
56.82 per cent to 62.77 per cent. The result of this low yield has 
been that sbortfa~1 in production in terms of value with reference 
to selling price was &. 32.86 lakhs in 1969·70, Rs. 45.44 lakhs in 
197·'-71. Rs. M.90 lakhs in 1971·72, Bs. 76.59 1akhs in 1972·73 and 
&S. 3l.49 lakhs in 1973-74 '(upto September, 1973). The Committee 
have been informed that in order to rectify this situation, the 
Management have taken certain steps which include rectification 
of the design defects, installation of two more centrifuges and one 
vacuum shelf dryer, installation of stainless ~leel column for the dis· 
tHlatiOli of spent butanol, replacement of Rossia Extractors by 
Luvesta EXtractors. The installation of Luvesta Extractor is likely 
to improve the efficiency by about 10 per cent. The Committee re
commend that effidency of these measures may be kept under con
stant review 50 that the requisite protocol effidencycan be achieved. 
The Committe~ would also like to be informed about the utilisation 
of Rossia Extractors. 

(b) Reprocessing of Potassium Penicillin 

2.94. Th(' production of Pottassium Penicillin was taken up at the 
plant in June, 1967. Between November, 1967 and March, 1968 a 
quantity of 6019.90 mlrds, of non sterile Potassium Penicillin was 
produced at a cost of Rs. 91.31 lakhs. 

Out of this, Pottassium Pencillin valued at Rs. 6.48 lakhs (quan
tity not known) was stated to have been damaged clue to prolonged 
storage as the productiop of Sod. and Procaine Penicillin was 
taken up only in May, 1968. 

2.95. The damaged Potassium Penicillin alongwith some of the 
rejected Potassium Penicillin produced in 1968·69 was re-processed 
in 1969·70. Out of 7029.60 Potassium Pencillin costing Rs. 3826 lakhs 
only 4707.99 mlrds. of approved Potassium Penicillin could be 
obtained. '}be expenses on re-processing amounted to Rs. 1.23 lakhs. 

2.96. The loss of 2,521.61 mlrds. of Potassium Penicillin (valued 
at Rs. 13.72 lakhs plus reprocessing charges Rs. 1.23 lakhs) during 
re-proces!ling resulted in increase in the cost of Potassium Penicillin 
by Rs. 331.63 (Rs. 875.89-Rs. 544.26 per mlrd.) 

2.97. The Management have stated (September, 1972 that" .... 
. such trial losses are inevitable and not unheard of in process indus
try like this. Number of troubles have to be overcome before the 
start of production and its stabilisation." 
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,(iii) Final Product-SodiumlProcaine Penicillin 

2.98. Potassium Penicillin is converted into Sodium and Procaine 
Penicillin which are sterile products. 

The conversion efficiency from Potassium Penicillin to Sodium 
Penicillin powder and Procaine Penicillin, as indicated in the proto
col, was 83 per cent and 86.5 per cent respectively. The table below 
indicates the details of the conversion efficiency of Potassium Peni
.cillin and other intermediates to Sodium and Procaine Penicillin 
during the last "-5 years ending September, 1~73:-

,Sodil4m Penicillin 

.I"l'Nt 
I. P.)tassillm Penicil

lin (ImpJrted) 

z. P.)tas8ium. Penicil-

1970-71 
( mlrds.) 

1971-71. 
( mlrd&.) , 

1971-73 1973-74 
(Midn) upto 

Sept. 73 
(mlrdl) 

---~------------~-------------------
2 3 5 6 

S,58S'80 

lin (Indileno\\~) 19,31S' 57 34,83 I' 13 41.>41.0' 49 I9bO u60 

3. Procaine aql\O'" 
from S&F 

4. Re-processed Pot. 
P .:nlcillion 

S. Strepto Penicilllll 
Ill. 1m. 

~. Rejected Sod. 
Penicillin 

7. Strepto Penicillia 
I.m· 

'S. Re;ectedSJd. 
Penicillin 

9. S Jdh\m Penicillin 
salval! 

'10. Fortified Procaine 
Penicillin 

T.)TAL 

2S.30 1)1 

1.06' 14 2117 

1,615' 10 

------------------------------------)$419 ,1160 
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2 3 4 5 6 

Output 

Gross production of 
S)dium P.:nicillin, 15,998" 344 24,840' 85 39,563' 16 235:52 619 

(a) Approved I.P. 8,067' 744 19,4J8"43 35,276' 55 J83151 Not 
(b) R,*cts. . 1,930'600 5>4u '42 5,422 '61 5231 J approved 

CJnversion efficiency 
(Gross production-
input) % . 6:>'91 6069 65'54 66"38 53'36 

P.:oduction with refe-
rence to the effi-
ciencies indicated in 
the protocol (83 )% 
(mlrds) . 21,777 ·52 33,973·49 50,099" 56 29448 963 

Shonfa!1 'n production 
with. r.:feren~: to pro-
tocol(mlrds) 5,119' 19 9,129' 74 10,536'40 5806 344 

S !lIir.g price (per mlrd.) 
(in Rs.l, . " 600'00 SOO'OO !!OJ'oo 500 soo 

Vollue of shortfall with 
r;:fercnce to selling 
price (in R~.) , 

Pc .:lcaine Penicillin 
34,67,508 45,64,810 52,68,200 29,48,0:)0 1.!,oCO" 

Input 
I.PJtlSsium P~ni:::i1lin 
(Indig!nou~) 13,642' 6::> 29,010'49 32,913' 60 10614 

2. PJt:tSsiul1't"" Penicillin 
(Impmed) 2,024,80 2455 

3. Rejected S~um 6,32.8 65 4,68)'66 1463 

4. Re-processed p.:>t. 
1,165'41 p:nici\lin 

~. Sodiwn salvag~ from 
63'81 S&F 992 ---------------

TOTAL :U,136'66 33,691' IS 35,002'21 14061 1463 
---------------------------

Output 
Gross production of 

Pr.:leaine P ~nicillin 14,892' 778 24,610' 59 28,1"!3' 70 9475 JIBS 

(a) Appr.:lved I.P. 9,99."074 18,087' 58 19,75 1 '45 7817 448 

(b) Rejects 4,898" 704 6,583'01 8,672'25 2658 737 

C )nverstion efticiency 
(Bross production- , 

81' 21 67'38 81 
input)% , 70'46 13'23 

Production with refe-
rence to p&'\)locJI 

29,142 '84 30,216'91 [2[63 u65 (86" 5%) 18,283' 21 

Shortfall in prodUCtion 
with reference to pro-

1,853':u 2688 80 
tocol (86.:5%) 3,39;)"43 4>473 '25 -------_ .. _-_._---



S3 

3 

---------------------_.----.--------
Selling price (per mlrd.) 

(in Rs.). . . 

Villue of shortfall with 
reference to the selling 

500'00 

4 5 

500'00 500 

p-ice (in Rs.) :U,03,119, 50 22,36,125' 00 9,26,605' 00 13.44,000 

6 

500 

40,1000 

N.B. The Indian side duri'll the C0l!rSe of discuqsion in October, 1969 had 
pOinkd out that certain allowance bholtld be made for rejections, which. 
ar! inevitable on the m Int\f.ICturc of sterile antibiotics. The Soviet 
D:leg,ltion, however, stated that 3ccordini to their practice, no aUo,wancc 
is to be m Ide for rejections. 

2.99. It will be seen from the table that in 1969-70 the Plant had 
used re-processed Pot. Penicillin and in 1971-72 imported Potas
sium Penicillin for the production of Sodium and procaine. Al
though the actual efficiency achieved in both these cases shower\ an 
improvement, it was still below the protocol J}orms. The lower 
conversion efficiency was more pronounced in the case of Sodium 
Penicillin. 

2.100. The main reasons for non-attainment of the conversion 
efficiency in both these cases as intimated by the Management in 
September, 19n were as follows:-

(a) Higher losses during precipitation and centrifugation. 

(b) Non-availability of services at required temperature and 
pressure. 

(c) Poor quality of procaine hydrochloride. 

(d) Poor design of equipment and accessories like aBitators, 

2.101. The steps taken by the Management in this connection 
inter alia include: 

(a) A scheme has been worked out ~or azeotropic distillation 
instead of the present method of precipitation which wlll 
improve efficiency as well as the quality and stability of 
the product -(sodium). 

The scheme is under implementation from December. 1972. 

(b) To improve upon the quality of Procaine Penicillin (as 
well as sodium. when required) a gas sterilization unit 



has been installed. The section has however been shut 
down from December, 1972 onwards for modifications 
and to make it more compact. 

(c) Grinding and polishing of all the reaction vessels and 
change of some of the mild steel lines to stainless steel 
lines. 

(d) Installation of line filters in the process lines. 

(e) The partition walls of sterile area to non-sterile area have 
been strengthened and the false ceiling of the sterile 
areas have also been rectified to make them leak proof to 
avoid the entry of insects and ants etc. in sterile area. 

2.102. In this connection, the Ministry have stated (October, 1973) 
as follows:-

(a) After modifications, the Sod. Penicillin Section has been 
re-commissioned in September, 1973 and trial batches are 
being taken. The results will be known in the next few 
weeks. The Procaine Penicillin Section has also been re
commissioned in August, 1973 after modifications and the 
first few batches have given encouraging results. 

(b) The scheme for Azero Tropic distillation of Sod. Penicillin 
has already been implemented. Regular sterile batches 
have been taken since 7th September, 1973. (As a result 
of installations of Azero Tropic distillation system, results 
known 10 far are encouraging.) 

2.11~3. The Ministry further stated in this regard in a written note 
(January, 1974) as follows:-

"The technology of he modified scheme of procaine penicillin 
is the Bame as given in the original scheme. The modi
fications, in effect. were aimed at maximising the tI~~ 
or process equipment and decreasing the communication 
pipelines so as ·to reduce the sterile area required for pro
cessing of this product. All glass pipe lines have also 
been changed to stainless steel with sanitary fittings. 
The actual expenditure incurred so far comes to Rs. 67,0001-

The performance of this section after mortiftation had shown 
encouraging results. .~lthough the conversion efficiency 
of 88.5 per cent as per' regl .. ment norms is yet to be ach
ieved, there has be~n slgnftcant improvement over the pre-
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vious years. The final product obtained is found to be sup. 
erior in quality. The progressive improvement in the con
version; efficiency and pass percentage of the final product 
at the quality control indicates a reasonable possibility of 
achievement of reglament norms. After the Commission

ing of aseotraphic distillation processes of sodium penicil
lin in September, i973 there has been a progressive 
improvement in the quality of final product. Still 
under stabilisation." 

2.104. As regards very high percentage of rejections in the case 
of finished output of procaine Penicillin and Sodium Penicillin es
pecially when according to Soviet Delegation there should be no 
rejection, the Management stated in a written note that the quality 
of the final product is dependent on the efficiency of process equip
ment to maintain proper technological parameters, the skill of 
operating staff in acljusting and controlling the process and the 
quality of raw and other materials used in the process of all pro
ducts. As these factors can not be fully duplicated in our environ~ 
ment, some rejection at the final stage can not be avoided. 

2.105. To a question whether Government have gone into the 
reasons for the very high percentage of rejections in the case 
of finished output of procaine penicillin and Sodium penicillin spec
ially when according to the Soviet delegation there should be no re
jection, the Govt. stated in a written note that Govt. as such did not 
go into detailed causes of rejection etc, but since Oo\'t, were not 
satisfied with the performance of the plant, they appointed a Borkar 
Committee to go into the problems of the plant. This Technical 
Committee had also dealt with this question and had observed that 
the problems were more acute in the case of paranteral products 
where sterility failures take a m'ajor share of all rejections. It has 
also been noted by them that the sterile areas where both Sodium 
Penicillin G and Procaine Penicillin G were made earlier were too 
vast and equipment used was rather cumbersome for sterile opera
tions. The new areas and the new processes were commissioned in 
August-September, 1973 and visually the changes seem to be good 
improvements but any decision on the effect of the change will have 
to await the result of several months of sustaineci. operations and 
quality control checks, 

2.106. About the poor design of equipments accessories like agjta~ 
tors which was one of the reasons for non-attainment of conversion 
effiCiency in both cases of penicillin, the Management stated in a 
written note that the reglament norms of conversion effiCiency have 
been fixed corresponding to the design of equipment given in the 

625 LS-5 
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DPR. The deficiency noticed in the proformance of equipment under 
actual operating conditions, leading to lower conversion effiCiency 
have been carriecl out to improve the situation. 

2.107. The quality of the final products has shown progressive im
provement after carrying out modifications. 

2.108. In this regard the Ministry in a written note have stated 
as follows:-

"The shortcomings in the plant design have also been brought 
out by the Technical Committee. 

In the case of Potassium Penicillin, the limiting factor for 
achieving the reglament norms of conversion effitiency, 
was at the extraction stages where according to the origi
nal Soviet design, Rossia Extractors were provided which 
gave low extraction efficiency. The plant has since re
placed these Rossia extractors by the superior Luvesta ex
tractors in September-October, 73. 

In the case of Sodium Penicillin, the technology provided by 
the Soviets gave a product with poor shelf-life and the 
reglament norms of conversion efficiency, could also not be 
attained. The plant has since then made basic changes in 
the technology for the production of Sodium Penicillin 
based on their own experience, and the earlier precipitation 
method has been changeci. to azeotopic distillation. 

With these changes, better results are expected, but this will 
have to await results for a period of several months of 
sustained operatIons. In the case of Procaine Penicillin 
also certain modifications have been carried out in the 
reaction system. Detailed examination based on the re
commendations made by the Technical Committee being 
unci.ertaken by the Management. SinCe the design of the 
equipment and other accessories like agitators etc. were 
supplied by the Soviet side, they were also associated in 
overcoming such shortcomings and the plant is at present 
workin/! on the baSis or their suggestions." 

2.109. About the improvement after modifications, it was stated by 
the Ministry that:-

'The modif. :!ations as suggested by the Soviets side were im
plement'.' 1 by end of 1971, those suggested by the Technical 
Committe~' as yet to be implemented f~lly and also the 
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stabilisation would take some time particularly as the plant 
has been plagued by other problems such as that of regu
lar and steady power supply. It is, therefore, rather pre
mature to express any opinion on this aspect. Some modi
fications have been carried out in the Sodium and Procaine 
Penicillin thereby the quality has improveci leading to in
creased shelf life of these products." 

2.110. The Committee find that the conversion efficiency frGm 
potassium penicillin to sodium and porcaine penicillin as indicated in 
the protGcol was 83 per cent and 86.5 per cent respectively. But dur
ing the year 1969-70 to 1973·74 (upto September, 1973) it was possibie 
for the plant to achieve conversion efficiency between 53.36 per cent 
to 66.38 per cent only. For production Gf procaine penicillin, effi. 
ciency ranged between 67.38 per cent to 81.21 per cent. The value 
of shortfall with reference to selling price in the case Gf sodium peni
cillin has been estimated at Ks. 34.67 lakhs in 1969·70, Ks. 45.64 lakhs 
in 1970-71 Ks. 52.68lakhs in 1971.72, Rs. 29.48 lakhs in 1972-73 and 
Rs. 1.72 lakhs in 1973·74 (upto September, 1973). In the case o-f PrG
caine Penicillin lower conversion efficiency as co-mparad with proto.· 
col norm has resulted in shortfall in productiGn to. the extent Gf as. 
22.03 lakhs in 1969.70, Rs. 22.36 lakhs in 1970-71, as. 9.26 lakhs in 
1971·72, Ks. 13.44 lakhs in 1972·73 and Rs. 0.40 lakhs in 1973-74 (upto 
September, 1973). The Comm.ittee find that shortfall was mGre pro
nounced in the case of Sodium Penicillin. In this connection, the 
Borker Committee observed that "sterility areas where both Sodium 
Penicillin and Potas!;illm Penicillin were made earlier were too. vast 
and equipment used was rather cumbersome fGr sterile GperatiGns. 
The new areas and the new prGcesses were cGmmissiGned in August· 
September, 1973. 

2.111. The Committee note t~at a1thuogh substantial loss of pro· 
duction was taking place right from the beginning on account of low 
conversion efficiency, the Management did not take prompt action to 
locate the reasons and remedy them. The CGmmittee recommend 
that Government should find out the reaSGns fGr nGt taking prGmpt 
action. The CGmmittee WGuid like to be infGrmed about the effect of 
new areas and new processes Gn the recGvery efficiency Gf PGtasium, 
Sodium and porcaine Penicillin. 

St11llPtomycin sulph.lte 
2.112. Streptomycin Sulphate is a white or almost white hygros

copic powder readily soluble in water but sparingly soluble in alcohol. 
The products is !;terile. 

2.113. The Detailed Project Report for the Streptomycin Section 
envisaged an out put of 70 tonnes of streptomycin Sulphate and 15 
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tonnes of Di-hydro-streptomycin Sulphate per annum. As already 
mentioned in this Report the facilities for the production of Strepto
mycin Sulphate nad Di-hydro-Streptomycin Sulphate were common 
upto the stage of streptomycin Sulphate concentrate. Di-hydro Strep
tomycin Sulphate is produced by an additional reaction, i.e., hydro
genation of Streptomycin Sulphate concentrate with Sodium boron 
hydride. However, owing to the total lack of demand for Di-hydro
~treptomycin Sulphate (due to undesireable find irreversible side 
effects particularly on the auditory nerves) the product was deleted 
from the product-mix of the plant in June, 1968. The capacities 
created for the production of thi5 antibiotics are now available for the 
production of Streptomycin Sulphate. The revised capacity of strep
tomycin Sulphate Section is now 85,000 mlrds. per annum. 

2.114. Fermentation-(a) The production of Streptomycin Sul
phate, as in the case of Penicillin, is a three stage fermentation pro
cess. The Collaborators had provided nine inoculators (each having 
a capacity ,of 2M3), six seed vessels (each having a capacity of 10M3) 
and 13 fermentors (each having a capacity of 50MB) for the produc
tion of Streptomycin-as well as Di-hydro-Streptomycin Sulphate, 
The filling co-efficients of each of these vessels are 60 per cent 710 
per cent and n per cent'respectively. 

2.115. The table below indicates the inoculatorslseed vesselslfer
mentors charged I drained and the ratio of £ermentors harvested to 
indculators/seed vessels charged for the last few years ended 30th 
September, 1973:-

Year 

1969-70 . 
1910-71 . 
1971-72 
1972-13 

Inoculators Seed Fermentors 
vessels 

Char- drai- char- drai- char- drai-
ged ned ged ned led ned 

808 446 362 6S 28~ 10 

(in batche~) 

Ratio of 
hatches 
harvested 
tf) 

harves- in- seed 
ted oCllla- vessels 

114 

tors chal
char- lied 
Bed 

0'34 0'7S 
9:>6 495 411 69 338 14 T /2.323 1/2 o· 36 o· 78 

1022 483 539 III 428 22 406 0'40 0'1S 
912 417 495 97 399 23 376 0'41 0'76 

1973-74 (April-Sept) 474 226 ~48 S8 190 5 18S 0'39 o'7S - .~--.-.-----.- ... -----------~ - ,. .-.. ~ - ._-_._--_. __ .-.-----. 
·These incluie 3 ahrnorm"ll bltches drained in July, 1970 and 3 abnormal batche 
drained In A~st, 1970. 
N,lte: (II) Ferm!ntors drained during 12-73 includes 2 hatches drained in June 

'72 due to Strikc/lock-out and T3 hatches draitled in Jon'73 due to 
UP Power Eniineers strike. 

(b) The Fermentors drained during 13-14 includes Olle hatch droined durinr: 
April-May'13 due to strike/lock nut in the Plant ... 
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2.116. In the absence of any norm laid down by the Management 

with regard to the number of batches harvested to the inoculators I 
seed vessels charged, the efficiency of the harvesting operations was 

not susceptible of evaluation. The loss on account of the draining 

c·f inoculatorslseed vessels does not appear to have been assessed by 

the Management. 

2.117. The control over fermentation, as in the case of penicillin, 

is exercised by examining the samples for air-borne contaminal)ts, 

mycelium development bio-chemical changes, potency and the P.H. 

etc. The bawh is harvested when mycelium Development, quantity 

of residual ~ugar,potency and pH of the clutre fluid meets the 

prescribed requirements. Standard curves (based on the result of 

sample batches and the potentiallity of the strain) showing bio

synthetic activity have not been prepared by the Company so far 
(March, 1972) The decision either to continue fermentation operation 

or harvesting is taken on the basis of the results of the process 

control laboratory in the Fermentation Block. After the completion 

of fermentation, the fermented broth is treated with oxalic acid and 

sodium oxalate in coagulation tanks and them filtered through plate

frame filter presses to separate myt!elium. The clear filtered broth 

(native solution) is pumped to Recovery and purification Section. 

2.118. The fermented broth which is considered totally unfit for 

harvesting either due to contamination!low activity!bad mycelium 

or for any other reason is drained. The other contaminated batches 

not falling in this category are, however, harvested. The harvesting 

of contaminated batches, affects the recovery efficiency of strepto

mycin from the native solution. The table below indicates the con-



60 

taminated batches harvested during 1969-70 to 1973-74 (Sept, 1973):-

--------------------- -------------------------
Year 

1969-70 

1970-71 

1971-72 

1972-73 

1973-74 (Api-Sept) 
----_ •. ----------- -------

No, of No, of 
batches contami-
harvested nated 

hatches 

274 121 

323 1/2 127 

406 2JI 

376 182 

185 66 

Percentage 
of conta-
minated 
hatches 
to batches 
harvested 

44' 16 

39'26 

51'97 

48'40 

35'61 

2.119. It will be seen from above ,that a large number of contaimi
nated batches are being harvested. The investigations made by the 
Plant revealed that there had been as much as 54.3 per cent contami
nation of batches in Fermentation Block in February, 1971. A 
period-wise analysis of the 80 batches contaminated between January 
and May, indicated the following results:-

From pre seeding . 

Within 24 hours after seeding 

Betwcten 25-48 hours 

Between 48-72 hours 

Above 72 hours 

TOTAL 

No. of 
batches 
contami-

nated ---
18 

43 

12 

4 

3 

80 

Percen-
tage to 
total 
batches 

22' 50 

53'75 

15'00 

5'00 

3,75 

------------------------
2.120. The probable reasons for contamination as noticed by the 

plant were: - I 

Before seeding 

(a) C)ntamination between 0 hours-
24 hours 

(b) 24 hours onwards 

Drawbacks during charging inclusive of 
not holding of valves and leakage in the 
system. 

Due to air, defective charlting or undetecta
ble contamination a passed froIU seed 
vessels. 

Contamination was negligible and was dl'e 
to defective oil system or not holding or 
values in the running cycle. ---_. __ ._- .... _----------
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2.121. To avoid the contamination, the Plant had started incubat
ing the flasks at 37° Cover the Rotary Shakers. 

2.122. From the particulars furnished above it is noticed that the 
contamination of batches was due to operational factors and thus 
controlable. In view of this, it is not clear why steps could not be 
taken at the earliest to set right the deficiencies which continued year 
after year. 

2.123. In this connection, the Management stated in a written not. 
as follows:-

"The Management has analysed operational factors leading to 
contamination of batches in the fermentation process, 
several steps have already been taken to improve upon the 
quality of air and leakages of valves which a view to 
minimise the possibility of chance contamination. The 
modifications like cooling of air after compression, pro
vision of heating jacket on the air-header, modification of 
air filters .. provision of ball valves on some of the crucial 
points etc. have already been implemented. However 
measures like import of diaphragm valves, proviSion of 
stand by generator etc. are under consideration. It is ex
pected that this problem will be successfully resolved 
during the current calander year." 

Average activit'll and broth obtained 
2.124. The Project Report for the Streptomycin Sulphate indicated 

process efficif'lncieslyields at different stages of production. These 
were refixed on the basis of the Protocol of discussions. 
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2.125. 1t was noticed that the average activity and yield of filterel1 
broth (in mlrds) per batch varied widely from month to month and 
year to year. Although the activity per millilitre of bruth was much 
higher than the Protocol norm (5-300 ulm) on a number of occasions 
(nighe~t activity achieved in February, 1972 was 7900 ulm) yet the 
average activity was only 4170 ulml. 4651() ulml. and 4438 ulml. in 
1969-70, 1~'70-71 and 1971-72 respectively. Similarly, as against the 
protocol norm of 162, mlrds. of filter ate per batch, the highest achieve(! 
was 191.42 mlrds. in .Tune, 1970. The average yield of filtered broth 
per batch was how~ver, only 115.17 mlrds. In 1969-70, 140.13 mlrds. 
in 1970-71, 118.5::1 mlrds in 1971-72, and 114.91 mlrds in 1972-73. During 
1973-74 (upto Sept., 1973) it was 107.75 mlrds. It will also be seen 
from the table that both the activity as well as yield of native soJu
tion per batch declint:d in 1971-72 as compared with the date for 
1970-71. The Ministry have stated (October, 1973) that "the low 
yield is mainly due to unstable power feed to the plant and wide 
variations in the quality of raw materials." The Ministry stated 
that filtered broth per batch in 1972··73 was 114.91 mlrds. and in 73-74 
(April-September 73) was 107.75 mlrds. Utilisation of formentors 
on the basis of total time cycle in 72-73 was 80840 hrs. and in 73-74 
(April-Sept. '73) Filteration effciency in 1972-73 was 77 per cent 
and in 1973-74 (April-Sept. '73) was 76.38 per cent. ' 

2.126. The total time cycle was much higher than the Protocol 
nc·rm. On the basis of the total time cycle the utilisation of fermen
tors worked out to 61,376 hrs. 67,935 hrs. and 88,982 hrs. during 1969-
70 to 1971-72 as against the Protocol norm of 1,09,200 hours per 
annum. Utilisation of fermentors on the basis of total time cycle 
in 1972-73 was 80833.314 hrs. in 19'73-74 (April-Sept. '73). Filtration 
efficiency in 1972-73 was 76.30 per cent and 76.37 per cent in 1973-74-
(April-Sept. 73) presumed to have run for the full time, the data 
indicates that the £ermentors were not utilised to the full extent in 
any of the three years. The Ministry have explained (October, 1973) 
that "the under-utilisation of producticn fermentors has been due 
to charging' of less number of batches to avoid the problems of 
bunching which causes congestion in filtration." 

2,.127. On being asked whether the number of inoculators, seed 
vessels and the fer mentors are provided according to the sequential 
requirements, if so, how and why did the problem of bunching arise, 
the Management stated in a written note as under:-

"The number of inoculators, seed vessels and fermentors is 
provided according to the sequential requirements for 3 
stage fermentation process. Tbe problem of bunching 
and consequent congestion at the ftlteration stage is due 



64 

to inherent variation in the fermentation process and also 
limitation is filtration capacity. Which is likely to im
prove when the operation of preceat filter is stabilised." 

2.128. As against the Protocol norm of 85 per cent the filtration 
efficiency was 78.19 per cent in 1969-70, 80.91 per cent in 197.()"71 and 
77.49 per cent in 1971-72. 76.30 per cent in 1972-73 and 76.37 per cent 
in 1973-74 (upto 9/73). 

2.129. With a view to improving the yield, the Plant had introdu
ced during the period from February, 1970 to June, 1970 a new strain 
No. 773 instead of 32-13 in fermentation. The strain was supplied 
by the Collaborators through the Soviet delegation in October, 1969. 
Although the above strain raised the level of activity quite con
siderably (7200--7680, ulml.) , its use had to be discontinued in 
September, 1970 due to the lower biolOgical potency of the finished 
product. The investigations by the Committee of Scientists into the 
causes of the drop in potency spectrum could not, however, establish 
any clear cut correlation between the final product and the type 
of strain in fermentation. 

2·.130. After discussion with the Soviet delegation the Company 
again decided in January I February, 1972 to use strain No. 773 for 
the production of Streptomycin. A Committee of Technologists and 
Scientists was also deputed during 1971-72 to the Hindustan Antibio
tics Ltd., Pimpri to find out the operating practices prevailing there 
to improve the technological regime wherever possible . 

. 2.131. The Management stated in a written note that "New strain 
No. 773 was introduced in February, 1970 in the main Plant only after 
taking fermentation trials in the Pilot Plant, which had shown con
siderable improvement in the yield. The use of this strain was, 
however, discontinued from August I September, 1970, as it was sus
pected to be leading to low potency of the final product. It was re
introduced in January I February, 1972, as no co-relation could be 
established between the fall of potency and the use of this strain.' 

2.132. The Committee of technologists and scientists constituted 
to go into the factors leading to low potency could not locate the 
exact cause. The investigations carried out at the plant itself re
vealed that the problem was due to use of excess formalin in the 
processing of this product. By cutting down the excessive use of 
formalin in the process, the potency of the final product has come 
to normal level irrespective of the strain employed in the production. 
The low potency was, therefore. not due to use of strain No. 773." 
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Hecovery and purification 
2.133. The next stage of processing is the extraction of the strep

tomycin from the native solution. The recovery efficiency from 
native solution to streptomycin as indicated in the Protocol is 64.5 
per cent (native solution to Streptomycin 75 per cent efficiency of 
drying 86 per cent). The main stages in the production of Strepto
mycin Sulphate from the native solution are (a) precipitation and 
purification of Streptomycin with ion-exchange resins, (b) doncent
rate clarification with activated charcoal and (c) driving of Strepto
mycin concentrate. 

2.134. The table below indicates the input of native solution and 
output of Streptomycin Sulphate in each of the last few years ending 
September, 1973:-
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2.135. It will be seen from above that the recovery efficiency was 
lower than the Protocol norm in 1969-70 and 1970-71. The lower 
recovery efficiency as compared with the Protocol norms resulted in 
the shortfall in production aggregating 13,837,49 mlrds. valued at 
ciencies inter alia include:-

2.136. The steps taken by the Management to improve the effi
ciencies inter alia include:-

(a) Installation of primary air filters, changes in the design 
of hot air secondary air filter, steam filter and air-line con
nections and re-Iocation of pag filter cabinets OIJtside the 
building. 

(b) Installation of two stage dryer to improve the drying 
efficiencies. 

2.137. The Committe find that in the case of streptomycin suI· 
phate the ratio of batches baryested to the inoculators charged ranged 
between ".34 to 0.41 during the period 1919·70 to 1973-74 (upto Sep
tember, 1973) and to seed ve~sels charged 0.15 to 0.78. The manage· 
ment have not laid down any norm as to the number of batches har
vested to the inocuJators/seed vessels charged nor have they &Ssessed 
the losses on accoont of the draining of inoculators/seed vessels. fte 
Committee also find that the percentage of contaminated batches to 
batches harvested ranged between 3,';.67 to 51.97 durinr 196,t-70 to 
1973-74 (upto September, 1973). According to the Manarement the 
probable reasons for eontamination of batches were, drawhacks dur
in!,! charging defective charging or undetected co,ntamination passed 
from seed vesliels, defective oil system, not holding of valves in the 
running cycle. It wou'ld titus. appear that the contamination of 
hatches was due to operational factors and was thus largely control· 
lable. In view of this it is not clear to the Committee as to why 
concerted and determined measures could not be taken by the Plant 
management earlier to set right the deficiencies which continued to 
affect adversely the operations year after yellr. The Committee 
recommend that necessary corredive measures should be taken with
out further delay so as to minimise, if not eliminate, the percentllge 
of contaminated batches, 

2.13~. The overall yield of filtration per batch was, 115,70 mlrds 
in 1969-70, 140.13 mlrds in 1970·71 and 118.53 mlrds in 1971·72 and 
116 mlrds in 1972-73. The {A)mmittee also find that a~ against the 
Jlrotocol norms of 162 mlrds of filtered broth per hatch, the highest 
achieved was 191.42 mlrds in June, 1910. The Committee have been 
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informed that "low yield is mainly due to unstable power feed to the 
plant and wide variation in the quality of raw material. 

2.139. The Committee also note that the total time cycle was much 
higher than the protocol norm. In this connection, the Committee 
were informed by the Government that "low utilisation of produc
tion fermentator has been due to charging of less number o,f batches 
t& avoid the pl"Oblems of bunching which cause conjunction in filtra
tion. Judged from the available data the Committee find that as 
against the protocol norm of 8.5 per cent, the filtration efficiency 
achieved was only 78.19 per cent in 1969-70, 80.91 per cent in 1970-71 
and 77.49 per cent in 1971-72. 

2.140. The Committee note that a new strain No. 773 introduced 
in February, 1970 to improve the yield in fermentation was discon
tinued from August/September, 1970 as it was suspected to be lead
ing to low potency. It was again introduced in January-February, 
1972 as no correlation could be established between the fall of potency 
8nduse oftbO' sb.'ain .. The ComnUttee are not sure whether the 
huge rQjectionswe";;~; a8 8 result of the use of the new strain. 
TJ1e. COJnJDijlee would like Governmeat/IDPL to go into this aspect 
in cODsultat1on with HAL," Pimpri, so 85 to take suitable measures 
to ensQft that the. biolQgiealpoten.ey of the finished products is main
tained. and the reject.i9ns are reduced to the minimum. 

C. TetrrJcyc line /oxytetfacycl1,,{e 
t': , 

.' 2.141: Tetracycline and Oxytetracycline are broad spectrum anti
biCltics applied With sUCcess in the treatment of rickettisal infections 
and cettain type of virus pneumonia. 

, , 
The Detail~d PI'Qj~ct Reports envisaged an output of 25 tonnes 

of Tetracycline. (pur~ base) and 25 to-nnes of Oxytetracycline (pure 
base) per .annum.The capacity of Tetracycline Section was refixed 
at 25,800 mlrds .. (pure base) on the basis of the protocol of discussions 
in Octoper, 1969. Out of this only 15,5{)O mlrds. of pure base' was 
to be convex:ted ,~nto l:l,500 mlrds. ()fTetracycline Hydrochloride and 
the balance wa. to be sold as pure base. As there was no substan-

I tiel demand for. Tetracycline base in India, the Soviet delegation. at 
the instance of the Compaay, suggested certain additional equipment 
for converting the balance base into Tetracycline Hydrochloride. 
The additional equipment recommended by the Soviet delegation 
does not appear to h~ve been, installed and commiSSioned so far. 
The Man~ement intimated (September, 1973) that the Plant pro
duced 1.778 tonnes of Tetracycline base in 1971-72 and 2.496 tonnes 
In 1972-73 and the market demand for Tetracycline b3se had been 
estimated,at i,tonnes per annum. 
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2.142. The Project Report for the Tetracycline provided for a 
two-stage fermentation process which was decided to be changed to 
a three stage fermentation process on the basis of the discussions 
with the Soviet delegation. The additional equipment required for 
the purpose was to be either diverted from Chlorotetracycline Sec
tion or imported from the USSR. 

Ferrnentat~:--

2.143. The production of both these antibiotics, as in the case of 
penicillin is a three-stage fermentation process. For this purpose, 
the Collaborators had provided fei' the following items of equipment: 

Equipment 

1. Inoculators of o' S M' capacity each . 

2. Seed Vessels of S M" capacity each . 

3. Fermentors of so M" capJc!ty each . 

~umber provided for -------------------
Tetracycline Oxytetacy

cline 

4 

8 

4 

3 

3 

6 

2.144. The co-efficient of the filling. of fermentors of Tetracycline 
and Oxytetracycline is 77 per cent respectively. 

2.145. The table below indicates the inoculators I seedvessels I fer
mentors chargedldrained and the ratio of batches harvested to in
oculatorslseed vessels charged (in respect of Tetracycline and Oxy
tetracycline) for the last 3 years ending 31st March, 1972·:--
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2.146. In the absence of any norm laid down by the Management 
with regard to the number of batches harvested to the inoculators! 
seed vessela charged, the efficiency of the harvesting operations was 
llOt susceptible of evaluation. The loss on account of the draining 
of inoculators/seed vessels does not appear to have been assessed 
by the Management. 

, 2.147. The control over fermentation, as in the case of other anti
;biotics, is exercised by examining the samples for air borne contami
nants .pH, etc. Standard curves (based on the result of sample 
batches and the potentiality of strain) showing bio-synthetic activity 
have not been prepared so far (March, 1972). The decision either 
to continue fermentation operation or harvesting is taken on the 
basis of the results of Process Control Laboratory. 

2.148. After the completion of fermentation. the fermented broth 
··is supplied to the Filtration Section where it is treated with Oxalic 
acid and other chemicals and then filtered through plate-frame 
filter presses to separate nycelium. The native solution is thereafter 
pumped to Recovery and Purification Section. 

2.149. The broth which is considered totally unfit for harvesting 
is drained. The other batches not falling in this category are, how
-ever harvested. The table below indicates the contaminated batches 
harvested (in case of Tetracycline and Oxytetracycline) during the 
last 3 years ended 31st March, 1972:-

Year 

1911-12 

1912-13 

1973-14 
(Apr-Scp' .) 

~--- -----_. --- -'--'-'--'" .. _-----------

Toltal N >. of NJ. of contami- 0' ale of batche~ 0 

bltches huvested nated bltche~ contamirated to 
hllrv:6tcd hItches harvested -Tetra O~y[et. Tetra. Oxytet. Tetra. Oxytet. 

135 :13 t s 5 Tr'" 1 S' 15 

:14 104 30 .. 5 14'02 43'21 

371 110 86 ::n 23' 11\ ~R' IK 

353 R5 42 2'7 II '.J 8 ['16 

145 (18 TO 1: 6-9::1 11'65 

2.150. It will be seen from above that a large number of conta
minated batches are being harvested both in the case of Tetracycline 
and Oxytetracycline, 

625 LS-6 



A 1.'Jemge activity I.1nd broth obtained 

2.151. The Project Report for both these antibiotics indicated 
the process efficienciesiyielCls at different stages of production. These 
were however, refixed on the basis of the Protocol of discussions. 

The table below indicates the various parameters indicated by 
the Soviet side in the Protocol together with the actuals there 
against in case of Tetracycline . and Oxytetracycline during the !at 
5 years ending September, 1973:-
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Tetracydine 

2.152. It was noticed that the average activity and yield of 
filtered broth (in Mlrds) per batch varied from month to month 
Although the average activity of broth was much higher than 
the protocol norm (3500 ufml) in individual batches in each month 
during 1970-71 and 1971-72 (highest activity in November 1970 was 
5100 ujml.) yet the average activity in each of the last three years 
ending 31st March, 1972 was only 2,605 ujml. 3,362 u/ml. and 3,308 
ulml. respectively. 

2.153. The Ministry stated in a written note that "average 
activity in 1972-73 was 3400 ulml. and in 1973-74 (April-September, 
1973 was 3147 ujml. Utilisation of fermentors on the basis of total 
time cycle in 197~73 was 49573 hours and in 1973-74 (April--Septem
ber 1973) was 18446 hours). Filtration efficiency in 1972-73 was 84.19 
per cent in 1973-74 (April-September, 1973) was 82.49 per cent. 

2.154. Similarly. as against the Protocol norm of 128.5 mlrds. of 
native solution per batch, the highest achieved in November, 1970 
was 135.44 mlrds. The average yield of native solution per batch 
was, however, only 81.12 mlrds. in 1969-70 105.49 mlrds. in 1970-71 
and 101,67 mlrds, in 1971-72. The average activity as well as the 
yields of native solution decline in 1971-72 when compared with t~ 
yields for 1970-71. 

2.155. In this connection, it may be stated that the culture and 
the age Qf the seed are of paramount importance in Tetracycline 
fermentation. The Plant was, however, using over-aged seed 
material for fermentation till the middle of 1970-71. The lower 
activity and lower yield of native solution per batch were stated by 
the Management to be mainly due to the quality of seed material 
supplied by the collaborators. Besides this, the conditions in the 
Fermentation Block were also far from ideal. 

2.156. The Ma:nagement stated in a written note as follows--

"In Tetracycline fermentation only two overaged seed mate
rial batches were used after testing in the laboratory 
and the main plant for their suitability in regard to 
activity level. As per the norms laid down by the 
collaborators, each bottle is available for a period of one 
year from the date of its preparation and those norms 
are being followed. The aeration air cooling in the 
existing design of fermentors is not as per the conven
tional norms. The conditions are also disturbed because 
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of frequent power failure and break downs of the old 
design of gear boxes." 

2.157. In Mav-June, 1970, the strain and media development 
section of the Central Research Laboratory of the Plant reported 
an enhancement of 60-70 per cen.t Tetracycline activity in shake 
flask fermentation on medium containing 6.5 per cent maize starch 
plus 1 per cent imported Soyabean and trace elements such as 
manganese and zinc in place of maize flour. The shake flask 
activity was reported to have reached upto 8000 ulml. Three 
experimental runs were, therefore, taken in the main plant in 
aaeed vessels on this basis. Out of the three runs, two yielded 
~000-6000 ulml. as the highest activity as against 3000-4000 ulml. 
normally obtained in Tetracycline fermentation. It was, however, 
observed that the maximum activities were attained with long 
fermentation cycle of 130-140 hours. 

2.158. The pilot Plant trials carried out from the end of August, 
1970 to October, 1970 to ascertain (i) performance of t.he improved 
medium in fermentation (ii) the quality of flnished prorluct obtain
ed from the modified process and (iii) the economics of the process. 
led to the conclusion that the modified conditions are expected to 
yield, on an average, 4.450 uiml. of Tetracycline as against 3,800 uiml. 
in reglament batches. It was also noticed that there was time loss 
of 18.5 hours due to prolonged time cycle. After additional deve
lopment work, an improved fermentation medium for a higher level 
of production was worked out in 1970-71 and implemented in 
1971-72. The average yields from this media during 1971-72 were, 
however, dismal. One of the reasons for not getting the expected 
yields, as stated by the Management ,was the non-availability of the 
Soyabean flour of required mesh size for lack of the tel~hnology of 
roasting and grindling of Soyabean seeds. 

2.159. Ln a written note the Management further stated that 
"there was no change in the ingredients of the new medium except
ing the introduction of Soyabean flour and replacement of maize 
flour to maize starch. The trial runs in pilot as well as in main plant 
were taken with the indigenous Soyabean flour, but the yields were 
not encouraging. It is the technological requirement that 50ya-
bean should be given proper heat treatment to de-activate some of 
the inhibitive substances present therein. The yield of tetracycline 
could not be obtained at the expected level, with the indigenously 
prepared Soyabean flour as the existing facilities did not provide 
for giving the prescribed treatment. The Food Corporation of 
lndi, has set up a Soyabean Process Plant at Faridabad where Soya
bean will be prepared after proper heat treatment. . as per our-
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·requiI'elll.(!nta. In addition to this, the Company is making efforts. 
10 develop Some other parties also in the country. 

At present, the plant is using only imported Soyabean for tetra
cycline. As Mis. Hindustan Antibiotics Ltd., Pimpri do not manu
facture tetracycline, the question of similar problem being en
courtered by Mis. HAL or Our contacting them does not arise:" 

2.160. On the basis of the total time cycle, the utilisation of 
fennentors worked out to 20,925 hours, 32,100 hours and 51,754~ 
hours during 1969-70 to 1971-72 as against the Protocol norm of 
'33,600 hours per annum. Even if the batches drained are also 
presumed to have run for the full time, the data indicate~ that the 
fermentors were not utilised to the full extent in 1969-70 and 1970-
71. The actual utilisation during 1971-72 was more than the 
Protocol nonn due. to the utilisation of fermentors of the Oxyte
tracycline Section from the middle of December 1971 ·for 16.7.09 
hours. 

2.161. As against the Protocol norm of 95 per cent the fJltration 
efficiency was only 84.16 per cent in 1969-70,85.61 in 1970-71 ,and 
86.88 per cent in 1971-72. 

Oxytetracycline: 

2.162. The average activity and the yield of native solution (in 
mlrds.) per batch varied from month to month and year to year. 
The average activity was slightly higher (7,873 ulml.) than the· 
Protocol norm (7,800 uim!.) in 1970-71. Although the activity was 
much higher on a number of occasions in 1971-72 (highest activity 
achieved in May, 1971 was 10,225 uim!.) yet the average activity 
was only 7,436 ujml. in 1971-72. 

2:163. The Ministry stated (January, 1974) in a written note that 
'''average activity in 1972-73 was 7071 u/ml. and in 1973-74 (April
September, 1973) was 6453 u/ml. 

Native solution per batch in 1972-73 was 20092 mlrds and in 
1973-74 (April-September, 1973) was 191.01 mirds. 

Utilisation of Fermentors on the basis of total time cycle in 
1972-73 was 18.148 hours and in 1973-74 (April-September 73) was 
15,591 hours." 

2.164. As against the Protocol norm of 240 ml. of nativE' solutioll 
per batch, the highest achieved in January. 1971 was 275.63 mlrds. 
'The average yield of native solution per batch was howevel' only 



187.45 mlnis in 1969-70, 229.76 mlrds in 197().-71 and 214.75 mlrds 1.1i' 
1971-72. The average activity as well as the yield of native solu
tion per batch declined in 1971-72 as compared to the yields of 
1970-71. 

2.165. The total time cycle was much higher than the Protocol. 
On the basis of total time cycle, the utilisation of fermelltors work
ed out of 9,504 hours, 30,472 hours and 26,453 1 hours during 
1969-70 to 1971-72 as against the Protocol norms of 50,400 hours per 
annum. Even if the batches drained are also presumed to have 
run for the full time, the date indicates that the fermentors were
not utilised to the full extent in any of the three years. The Fer
mentation section of the oxytetracycline section was, however, 
utilised for 16,709 hours for the production of Tetracycline from 
the middle of December, 1971 due to build up of large stocks of 
Oxytetracycline Hydrochloride. 

2.166. As against the Protocol norm of 88 per cent the average 
filtration efficiency was 74.95 per cent in 1969-70, 82.65 per cent in 
1970-71 and 85.24 per cent in 1971-72. 

Recovery and purification 

2.167. The next stage in processing is the production of base' 
from the native solution and its conversion into Hydrochloride. 
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2.168. Lt will be seen from the above that the recovery efficIency 
was lower than protocol norm in all the years and is declining 
year after year. In fact, there was a steep£aU in the recovery 
efficiency in 1971-72. The lower recovery efficiency as compard to 
the Protocol norm resulted in the shortfall in production aggre
gating 8263.64 mlrds valued at Rs. 68.07 lakhs during 1969-70 to 
1971-72. 

2.169. Oxytetracycline base-The recovery efficiency from the 
native solution to base, as indicated in the Protocol is 56 per cent. 
The table below indicates the input of native solution and output 
of Oxytetracycline base in each of the last few years ending Sep
tember, 1973:-
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2.170. It will be seen from the table that the conversion efficiency 
was less than the Protocol nonn ill all the years. The lower 
conversion efficiency resulted in shortfall in production aggregating 
1748.27 mlrds. valued at Rs. 15.69 lakhs during 1969-70 to 1971-72. 

2.171. Oxytetracycline Hcl. due to limitations of technology, 
the Oxyteyracycline produced at the Plant in the initial stages 
conformed to USSR Pharmacopoeia and not to J.P. specifications. 
Efforts were, therefore, made to upgrade the product to conform 
to I.P. specifications. As a result of intensive experimentation in 
the process control laboratory of R&P Block, the Plant was able to 
make a break-through and obtain pharmacopoeial grade from June. 
1970 onwards. 

2.172. The conversion efficiency from base to Oxytetracycline 
Hydrochloride as indicated in the Protocol is 83 per cent. The 
table below indicates of the conversion efficiency of Oxytetracy
cline base and other intermediates to Oxytetracycline Hel. f.ttained 
during the last 3 years ending 31st March, 1972:-
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2.173. It will be seen from the above that the conversion effi 
'ciency was lower than the Protocol norm in all the years. Th 
lower conversion efficiency resulted ill shortfall in production 
aggregating to 2703.56 mlrds, valued at Rs. 23.87 lakhs during 19690-
'70 to 1971-72. 

2.174. The main reasons for the non-attainment of l'eglement 
norms/Protocol efficiencies in the case of Tetracycline and Oxyte
tracycline, as intimated by the Management in September, 1971 
'were: 

(a) Under-capacity of section. 
\ 

(b) Poor quality of hydrochloric acid (pure). 

(c) Other losses during elution. precipitation and centrifuga
tion. 

2.175. The steps taken by the Management to improve the em· 
'ciencies in Tetracycline Section inter'-alia indicate:-

(a) Replacement of the existing strains with high yielding 
strains. 

(b) Substitution of existing resins with better quality in ion 
exchange columns to improve the recovery efficiencies, 

(c) To earmark the best biologically treated. material for 
fermentation. 

(d) Augmentation of filtration capacity, 

(e) Modification of the system to get better conversion 
efficiency and prOvision of additional tanks (for holding 
native solution) as well as additional glass lined vessels. 

2.176. The Management stated in a written note as follows in 
respect of the under-capacity of the section: 

"The capacities available for tetracycline and oxytetracycline 
at various stages of prodUction correspond to the norms 
given in DPR provided the reglement norms of process 
efficiencies are achieved, The major limitation at present 
is the availability of imported SBS-3 resins--efforts are 
being made to eliminate the use of resin." 
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2.177. In this regard, the Ministry stated in a. written note as 
Ilnder:- . 

"The Technical Committee under the Chairmanship of Shri 
S. K. Borkar obaerved. that these have been matters of 
controversy right from· the stageot com.missioning of 
the Plant. On the basis of working results obtained 
through actual operations of the plant during tpe first 
18 months, the plant technologists felt that it would not 
be possible to achieve the rated capacities because of 
some inherent defects in the equipment and systems. 
These defects were stated to be . leading to the lower 
efficiencies, higher time cycles and high rejection rate on 
account of qllality. As the performance of the Plant 
could not improve even after carrying out number of 
modifications, the Company invited a team of Soviet 
experts to study the problems and to determine the 
achievable production <:apacities. The team visited the 
plant during August-October, 1969. Based on their study 
the following adjustments in capacity have been accept
ed. There was, however, a difference of opinion between 
the Soviet team and the Indian technologists in respect 
of capacities against certain individual items. The com
parative product-wise estimates are indicated below: 

1'toduct 

,------
'"T.:tracy.:line Hel , 

'"T .:tracy.:line b'1sC . 

-oxytctracy.:linc Her 

. 

Caplcity 
as p~r 
DPR 

'1---------
IS 

10'0 

2S 

(in MMU) 
Protocol caPacity 

Ru~sian Indian 
side side 

U'S I2'S 

IS'3 6'1 

2S 22'6 

The Indian technologists however, felt that the norms of 
operation which form the basis of protocol capacity can 
be achieved only after providing some essential facilities 
at a cost· of Rs, 108 lakhs in addition to the balancing 
equipment indicated in the Protocol itself, 

The Russian side has subsequently provided some eqUipment 
free of charge 'to overcome the shortcomings. The 
balancing equipment as well· as some of the essential 

C5 LS-7 
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facilities were· progressively provided in . the Plant. The 
results so far have, however, not been commensurate 
with the expectation though: the plant showed im,prove
ments over the past few ~ars. Further work is stiJJ 
being carled out at the plant to improve the efficiencies 
and yields etc. 

Since the Government were oot satisfied with the periorm
ance .of the Antibiotics Plant, a Technical Committee was 
constituted under the Chairmanship ofShri S. K. Borkar 
June, 1973 with the following terms of reterence:-

1. To determine th& installed capacities for various anti
biotics at IDPL's Antibiotics Plant, Rishikesh and the 
extent of utilisation of the installed capacities. 

2. To determine the factors responsible 'for inadequate 
production and the eft~tiveness of measures taken so far 
to augment the production of various antibiotics. 

3. To suggest measures to be adopted for maximising the 
production and for improving the overall economics of 
of the Plant. 

Government hopes that with the implementation of the 
me·asures already under implementation and the addi
tional measures in the light of the recommendations of 
the Borkar Committee, the AB Plant would be able to 
improve the efficiency of their operations." 

1:.178. It is noticed that in the case of Penicillin, Streptomycin 
Itulphate and Tetracycline/Oxytetracycline no norms were laid 
down by the Management with regard to the number of batches 
harvested to the inoculators/seed vessels charged and as such the 
efficiency of the harvesting operators could not be evaluated. Also 
the loss on account of the draining of inoculators/seed vessels does 
not appear to have been assessed by the Management. In this: 
cannection the Management stated in a written note as follows:-

"The number of batches harvested to the inoculators/seed 
vessels charged depends upon the degree of stabilisation 
of technology. As the conditions governing this ratio 
were not fully stabilised during the period under review. 
the exact norms could not be fixed. However, with the 
gradual stabUisation of the pIpcess, efforts are being made· 
to standardise the number of inoculators/seed vessels to 
be charged per fermentor batch. ' , , 
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No norms have been fixed in respect of the pumber ot 
inoculator and seed vessels to be charged for each 
fermentor and as such the loss on account of draining of 
inoculators and seed vessels is not required to be worked 
out separately. Raw Material consumed in inoculators 
and seed ves~ls -are booked to- the fennentors charged. 
Besides this, the amount of raw materials required per in
oculators/seed vessels is not significant and utilization of 
services which is also not significant as shown 1:e]ow is 
not recorded separately. The average productwise raw 
materia] input cost per inoculator and seed vessels are 
given be]ow:-

Products Inocula- Seoed 
IOrs (Re.) Vtsstls 

Rs. 

I. Penicillin ISS 777 

z. Stttptomy.::in. 176 S37 

3. Tetracycline . 401 

4. Oxytetracycline 36 a87 

2.179. The Ministry stated as follows in this regard:-

"Standardization of the num.ber of inoculators/seed vessels 
to be charged per fermentor batch would be dependent 
on the standardization of the inoculator itself, which in 
turn is dependent on the regular and sustained supply of 
sterile air into the inoculators which again in turn is 
based on uninterrupted supply of power. Standardi7.a
tion is also greatly dependent upon the degree of stabi
lization of the technology coupled with proper function
ing of the instrumentations. As these factors Qre yet to 
be fully stabilized, it is rather difficult to estimate the 
period by which the Company would be able to stablisel 
standardize the charging of the inoculators/seed vessels 
per fermentor batch. 

It is understood that the amount of raw materials required 
per inoculator/seed vessels is not significant and services 
cost is -also not significant. The average product-wise 



ra~. materials input cost per inocu18tor and seed ,vessels 
are stated to be as under:-

--------------------------------------
Iten 

(Figures in Rs.) 
S~!j Vessels 

----.-------------~---~-----------------
I. P.!nicillin 

2. Steptomy':in 

3. Tctrilcy.:line 

-t. Oxytetracy~line 

180 

116 

711 

531 

401 

28, 

Normally, the ratio between the inoculators, seed vessels and 
the production fermentors is 1: 1 : 1. This would, 
however, greatly depend upon the availahility of biomass 
per inoculator or seed vessels at the time of their trans
fers. The data in respect of number of inoculators/seed 
vessels and fermentors charged and drained for the year 
1972-73 is given below:-

InocQ\ators Seed nIseIs Fermentors Rltia of bltches 
h lrv.!sted to 

C,u- Drai- C~'1t- Ora- C1:U- Dr",- Har- Inee. S.V. 
red ned g!d ined g!d ined v~s- char- char

ted ied j!d 

--------------'------------------------
912 411 495 97 399 23 376 0'41 0'16 

The above data would show that there has been a slight 
improvement in the ratio of batches harvested to inocu
lators charged, and seed vessels charged during the year 
1972-73 as compared to the figures relating to 1971-72. 

In the periodical review undertaken in the Ministry of P & C, 
the overall performance, production of the various 
drugs, profitability etc. are looked into. Because of the. 
continued sickness of the ABP, Government set up a 
Technical Committee to go into the various aspects 
affilicting this plant. After the recommendations made 
by this Technical Committee it should surely be able tc 
improve its performance. The Technical Committee has 
also recommended that the formulations capacity of the 
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plant, both for vitals and capsules, . should be further 
- incz:eased and the product mix should be, modified to 

include newer formulations with the better profitability. 
The plant has in the meanwhile,' taken up formulations 
based on Chloramphenicol procured from elsewhere." 

2.180. During evidence the Committee pointed out that ~'Chloro
tetracycline is still being used in rural areas. No major disadvant
age of chlorotetracycline as compared to other tetracycline has been 
proved except for the fact that it is bound to plasma protein in a 
somewhat higher proportion. The topical application of chloro
tetracycline is considered particularly useful compared to other 
tetracyclines and is still widely used especially for streptococcal and 
strephylococcal skin infections. As alternative might be to convert 
chlorotetracycline to demethyl tetracycline which is still extensively 
used. Tetracycline including chlorotetracycline are used ;n many 
countries f01 (i). spraying rice crops affected by the yellow dwraf 
virus; (ii) controlling sugarcane root disease: (iii) leaf-room 
control; (iv) reducing the incidence' of fruit-greening of sweet 
oranges; and (v) preservation for raw fish. . 

2.181. The representative 01 the Company informed the 
Committee as follows:-

"All over the world chlorotetracycline has new been given 
up for human use as well as for animal feeds. The reason 
is that in the pharmaceutical industry the obsolescene of 
drugs is very rapid. Fasions in prescribing also, change. 
The basic reason why chlorotetracycline has been given 
up in favour of tetracycline is that toxic reactions are 
more with chlorot~tracycline and its bio-availability' is 
less as compared with other tetracyclines like tetracyline 
oxytetracycline because its serum binding is 47 per cent 
as compared to 20 to 30 per cent of the other two. There
fore,it was considered by the Management not go in for 
production of Chlorotetracycline. If some decision on 
national level is taken, I think, certain capacity could be 
profitably organised and utilised. When some collabo
rator comes to give something we agree and when the 
thing comes into existence we do not agree with that. 
That is the fate of IDPL." 

2.182. In this connection the Management also stated as under 
in a written note:-

"It is true that the chlorotetracycline is still being used in 



certain countries in small quantity. It is. however, not a 
drug ofchoiee because of its character of 47 per cent 
binding on plasma protein. Use of chlorctetracyCline as 
a veterinary , antibiotics, for preservation of food mate
rials like fish and control of plant infections like sugar
can root disease are also full' of complications because of 
the development of antibiotic resistant microbes, which 
have been studied and highlighted in USA and UK. 

As regards conversion of chlorotetracyclinp. into demethyl 
tetracycline, we are not aware of any process for such 
conversion. However, it can be directly produced from 
the raw materials rather than having the necesSary 
micro-organism to produce this antibiotic." 

2.183. T~e Ministry also stated in a written reply as follows:-

"tt is understood that although Chlorotetracycline is being 
used in other countries for plant protection and other 
non-therapeutic purposes, in India this antibiotic has not 
yet been tried under field conditions. 

It is understood that Indian Council of Agriculture Research 
including certain agricultural univen;ities like Mysore 
and Haryana, have been trying the feasihility of the use 
of Chlorotetracycline in laboratory for such purposes. 
Chlorotetracycline was initially developed by American 
Cyanamid and patented in USA in the year 1949. Cyana
mid in India have gradually switched over to Demethyl 
Chlorotetracycline and consequently the use of chloro
tetracycline in India has come down subsequently. 
This may be presumably due to the reason that the 
manufacturer wants to introduce their subsequently 
developed product, namely Demethyl chlcrotetracycline 
in larger proportions because of the smaller therepeutic 
dosage required to maintain the blood level. lnciden~ly, 

it may also be mentioned here thai Pfizers Ltd. in India 
have been pushing their product Terramycin (Ox5'te~ra
cyeline) in preferrence over Tetracycline. Subsequently, 
another improved product over Oxytetracycline. namely, 
Dexycline has recently been introduced. IDPL are also 
considering to take up the manufacture of DexycycIine 
based on their own Oxytetracycline. SWANN Committee 
of UK recommended in 1969, a ban on the use of .anti
biotics including Chlorotetracycline for animal feed 
supplement. IDPL who were considering to introduce 
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this drug as animal feed supplement and.. carried 'out 
a survey which resulted in the possible off-take of this ' . 

. antibiotic upto about 40 tohnes/annum, ' had to subse
.quentlydrGP their proposal in view of the Recommenda
tion o( th~ SWANN Co~ittee. 

Information~ was sought from the Plant Protectio'n Directorate' 
of the Ministry of Agriculture and they have stated as follows 1n 
regard to the use of chlortetracy~line as pesticides:- _ 

"Chlortetracycline (Tetracycline) are·. the antibiotics which 
have been tried for controlling diseases like yellow dwarf 
in rice, sugarcane root disease, fruit greening in sweet 
oranges in other countries. In our country, recently. the 
above mentioned dieseases alongwith other mentioned 
diseases alongwith mycroplasmal diseases (i.e. spike dis
ease of sandalwood, little leaf of brinjal, sesamum 
phyllody, and citu es greeing) are appearing in field but 
so far in our country only very small quantity has been 
used against mycroplasmal diseases and that too used in 
the research laboratories. In some Agricultural Univer
sities ~d in Lndian Agricultural Research Institute, the 
efficiency of these chemicals have proved to be promising. 
Their wide scale use can only be recommended after 
finding their efRcien.cy in field under Indian conditions.'" 

2.184. In the ease of Tetracycline, the ratio of. batches harvested 
to seed vessels charged has ranged between 0.33 to 0.72 dUl'ing 
J.969.70 and 1973·74 (upto Septemher, 1973). In the ease of Oxy. 
tetracycline"Jhe ratio of batches harvested to seed vessels charged. 
ranged from 0.50 to 0.84 during the same period. The Management 
bve neither fixed any nprms nor assessed the loss on account of 
the harvesting of inoculator seeds vessels percentage of batches 
contaminated to batches harvested in the case of 1'ctracylille ranged 
between •.• per cent in 1973·7' (upto September, 1973) to 23.18 in 
1971·72. The percentale of batches eoDtaminated to batches har. 
vested in respect of Oxytetracycline ranged between 17.65 in 1973· 
on to '3.27 in 1971·72. The Coml1littee also finei that as .,abast 
protocol nonn of 128..5 mlrd of native solution per batch. the bieher 
achieved in November, 1,970 in' ease of.. Tetracycline was 135.44 
mlrds. The averare yield of native solution per batch was however 
ODly 81.72 mlrds in 1I6t~70, 105." mlrd. in 1178·71, 101.67 mlrds in 
It71·72 and 102.3 mlrds in 1792-73. As .,ainst the protocol ~ 
of 95 per cent filteration efficiency for Tetracycline was 84.60 in 
It69.70, 85.61 in 1970·11 and 86.88 per eeat Qa 19'H·7Z and ".5 ,in 
1972.73. In tbe case of Oxytetracycline the conversion elldency 



frombese Byclroehloride as indicateet iD the protocol is 83 per CeDL 

But the eGnversion efficiency actually achieved raqat hetween 50M 
per cent to 90.63 per ceut ia 1969-70 to 1973-74 (Scptem1ter, 1973) •. 

The plant has been able to achieve conversion ellclency of 93 per' 
cent. The Committee were infOl1lleCl that the RussmRs had pro-· 
vided some balancing and additional equipment free ofchar,e to, 

overcome the shortcomiDP. The Committee would like to know 
the results achieved after installation of this balancin, equipment... 

D. NYSTATIN, 

2.185. Nystatin is an antifungal antibiotic produced by Actino-. 

myces nourise. The Nys~ain is used for treatment of fungal iD-
fection of Castro-intestinal tract, skin and mucous membrane. It 
can be administered both orally and externally. The shelf life of 
this antibiotics is limited because of itsthermo·labBe nature. 

2.1U6. The Project Report for the Nystatin Section provided for 

an output of 10 tonnes (i.e. 4(),OOO mlrds.) per annum. This capacity 

was re-assessed by the Soviet side at 46,800 mlrds on the basis of" 
protocal of discussions in October, 1969. In, view of limiteq demmd , ' 
fot Nystatin in the coun,try '. alld to ensure full .utilisation of the· 

capacity already cre~ted, the ,Company decided to produce Griseo
.fulvin in this section. The production of Griseoflltvin has not, how
ever; been taken up so far (October, 1973)' owing to hiShly unecono-. 

mic nature of technologyavaUable to the Company. 

J 

2.187. After the completion, of trial runs, the commercial ~. 

ductionof Nystatin commenced from April, 1971 onwards. 

2.188. Ferment4tion: The, production of Nystatin is a twO' stage· 

fermentation process. The Collal!>orators ,bad Pfo:vich:d 4 inoclu-. 
tors (each havip,g a capacity pf 1M i.e., 1000litres) and '!4 pr0-

duction fer mentors (each having a capacity of -lOM i.e.,' 10000 litres).. 

for the production of Nystatin~ 

The filling co-efficient of these vessels Is 70 per cent. 
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2.189. The table be10w indicates the inoculators/fermentors charg-
ed in 1971-72:-

Year Inocu- Drain- Fer- Drain- Har- Ratio of 
laton ed mentors ed vested batdlea , 
charged charied harves-

(in ba- ted to 
tdles) inocu-

l£tots 
charged 

1971-72 . J9:> II9 71 IS ,6 0'29 

rrpe percentage of inoc~ators and fermentors drained to the ino
culators and fermentors charged worked out to 62.6 per cent and 
21.1 per cent respectively. Neither any norms have been laid down 
for evaluating the efficiency of harvesting operations nor has the 
loss on account of drainage of inoculators been assessed by the 
Management. 

2.190. As in the case of Penicillin, each batch is harvested when 
the mycelium development, potency and pH of· the culture fluid 
meets the prescribed requirements on the basis of the tests carried' 
out by process control laboratory. No standard curves (based on 
the result of sample batches and the potentiallity of the strain) 
showing biosynth~tic activity have been prepared by the Company 
so far (March, 1972). 

2.191. The Ji,roth which is considered totally unfit for harvesting 
either due. to contaminatio~ or low activity or fol' any other reason 
is drained. The other contaminated batches not failing in this cate
gory are, however, harvested. The table below indicates the con
taminated batches harvested during 1971-72. 
------ -----.-------- - - -------

Year 

1911-72 . 

No. of batches No. of contami- Percenta;e of 
harvested nated batches batches con-

taminated to the 
batchel har

vested 

2.192. Average activity.and broth obtained:-The Project Report 
for the Nystatin Section also indicated process efticiel\cies/yields at 
different stages of production. These were, however, refixed on the 



basis of protocol of discussion in OctoMr, 1968. The table below 
indicates the various parameters indicated by the Soviet side in 
the Protocol together with the actuals there against during 1971-72~.,-

D:scription l\q p:r Planned Actual 
Protocol 

,---------------,----
I. No. of bItches huvested . 371 N.A. 56 

2. No. of batchet drained N.A. IS 

3· Ferm:nted Broth (mtrds.) 104160 23000 15291'6 

4. Averal~ ferm~nted broth per batch (mtrds.) '80 240 273'08 

S· Avcrqe activity!(u./mt) 40000 34300 42670 

6. Hii"clt activity (ll,/mt.) 57000 

1. Averqe running time (hrs.) N.A. 7S 80'3;: 

8. Total timo: cycle (hrs.) 9:J roo 164 
(approx.) 

---
2.193. The harvesting of batches was suspended during the period 

from 17th April, 1971 to 14th May, 1971, 22nd September, 1971 to 
30th September, 1971 and from 12th October, 1971 to 22nd October, 
1971 on account of hold-up in the Recovery and Purification Block. 
The section was closed with effect from 16th November, 1971 on 
acocunt of build-up of stocks. 

2.194. It . will be seen from the table that the average activity 
was better than the protocol norm. However, the total time cycle 
was much more than the protocol norm or that planned by the 
Management. 

2.195. The Ministry have stated (October, 1973) in this connec
tion as follows:-

"The total time cycle continues to be higher than the Protocol 
norms largely due to longer time taken in the maintenance 
and preparation of the vessels before charging. The 
Company. however, is fully seized of theproble,m and 
constant efforts are being made to reduce time cycles 
to the reglement norms." 

2.196. Recovery and purification: After the receipt of the fer
mented broth in the recovery and Purification Section for filtera
tion, the same is peased through filter presses to separate myceliwn 
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and native solution. The main stages in the production from the 
mycelium are (a) vaeuum evaporation of the extract and (b) cry
stalization and drying :of the Nystatin. The recovery of finished pro
duct from the fermented broth, as indicated in the Protocol, was 45 
per cent. •• 

. 2.197. The table below indicates the input of the fermented .broth 
and oqtput of Nystatin during 1971-72:- '. 

Input of fermented broth 

Production (Gross) 

(a) . AI!P.roved 

(b) l\~j:ects , 

Recovery e~ciencr{actu.'ll) p:rcentqe " :' 

Pt'O:lu';tion with reference to the effiCiency indicated in the 
Protocol (i.e. 45%) . 

Shortfall in production with reference to protocol (in 

15,39z' 6 mlrds. 

3.571'.63 " 
, 1,873'10 .. 
·f·691·93 ii, L 

~3'36 ". 
., 

mlrds) . . . . 3.~IO· 0;1- .. 

Selling price Rs. S~o Ptr, mlrd. 

Value of the sllortfall with reference to the 8elling price 

2.196. It will be seen from above that recovery efficieJ:WY of the 
Recovery and Purification Block was about 50 per cent of the Proto
col reglement and resulted in the shortfall in production 'of 3310.04 
mlrds. valued at Rs. 18.21 lakhs. 

2.199. In this connection, the Ministry have stated (October, 73) 
as follows:-

"Since Nystatin does not find adequate market in the CO\UlI-
try, its production has not been maintained on continuous 
basis. As a result, the technology of manufacture has not 
yet been stabilised, resulting in poor efficiencies at var
ious stages of production." 

REJECTIONS: 

2.200. The rejections, during the process, arise at the following 
two stages:-

(1) At the fermentation stage-if the broth gets contamlmat
ed the whole batch hag to be drained. 
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(ii) At the recovery and purification stage-the bulk products 

after their recovery and purification are subject to qua

lity control and might be rejected for colour, potency, solu

bility and sterility etc . 

• 2.201. The Committee find that in tbe case of Nystatin, antilUD

gal antibiotic, produced by Antibiotics Plant, the ratio of batches 

harvested to inoculators charged was 0.29 in 1971-72. The percent. 

age of batches contaminated to the batches harvested was 23.2 in 

1971-72. The Management have neitber laid down any norms nor 

have assessed the loss on account of drainage of inoculators. The 

Committee note tbat in the case of Nystatic, the average activity 

was better than even the protocol norm in 1971.72, tbough the total 

time cycle was much more tban the protocol norm. or that planned 
by tbe Management. 

The recovery efficiency, bowever, was only 23.36 per cent as 

against eftlciency of 45 per cent indicated in the protocol resulting 

in sbortfall in production to tbe extent of 3310 mlrds. valued at 
Rs. 18.2 lakhs. Tbe Commiitee note that production of N1Statin 

has Dot been maintained on a continuous basis on account of lack 
of adequate market. As a result the' technology of manufacture 
has not yet stablisbed, resulting in poor efficiencies. The Commit

tee would like to be informed about the sales prospects of Nyst8-

tin. 

Rejections 

2.202. The rejeetions, during the process, arise at the following 
two stages:-

(i) At the fermentation stage-if the broth gets contaminated~ 

the whole batch has to be drained. 

(ii) At the recovery and purifica~ion stage-the bulk products 

after their recovery and purification are subject to qua
lity control and might be rejected for colour, potency, 
solubility and sterility, etc. 
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2.204. The main rea~ons for'the draining of the batches during 
each of the last 4 years were as follows:-

(a) Power Failure 

(b) Air starvation/compressor failure. 

(c)' Contamination of air header. 

(d) Contamination before/after seeding samples/due to other 
reasons. 

(e) Defective cooling coils 

(f) Poor flow activity and badly affected mycelium. 

B. Recovery and Purification Sta,e 

2.205. Rejections due to non-sterility, inadequate clarity, lower 
potency etc. arise during recovery and purificationstage. While 
Detailed Project Report drawn up by the Collaborators or the pro
tocol of discussions (October,19(19)did not indicate any norms of 
rejections, the Plant had been assuming the following norms of 
rejections for drawing up their plans:-

Sodium Penicillin 

Procaine Penicill in 

Streptomycin 

5 per cent. ' 

5 per cent. 

~ per cent. 

Actual rejections were, however, much higher and ranged between 
10 per cent and 57 per cent of the total production. Year-wise 
details of production (approvedlrejects). The reasons for rejec
tions and the increase in cost due to rejects during the last 5 years 
ending 31st March, 1973 are incorporated in Appendix II. It wiJl 
be noticed from the details given in the Appendix that the rejections 
were quite high as compared with the above referred norms' and 
the total increase in cost due to rejections pertaining to the above 
three bulk drugs amounted to Rs. 5.18 crores during 1968-69 to 
1971-72. 

2.206. The main causes for rejections as intimated by the Manage
ment (September, 1972) were as follows:-

(a) Sodium Penicillin and Procaine Pencillin 



'(a) Clarify 
; .. ' ., , " 

:\01 
> •• \ 

(i) ~resence of fibres obtained during sieving through clotb 
-Sleva. '. . 

(ii)Presencj!"of, aluminium Pfactkles due to uae of inferior 
anodised canisters. 

(b) Non-Sterility" 

(i) High bacterial count in sterile areas. 

(ii) Use of leaking sietz. filters 

(e) Low Potency and other tests 
Improper control at variou! stages of production 

(d) Colour (Procaine Pencillin 0I11y) 

. Poor quality of raw materials like Procaine Hcl of indi
genous variety and Potassium Penicillin use. 

(b) Streptomycin Sulphate 

(a) Clarity 

Presence of foreign particles which might come from the 
air filters or the pipelines. 

(b) Non-Sterility 

(i) High bacter~l count in the sterile areas. 

(ii) Improper functioning of the sietz. filters and high bac
terial load in the Streptomycin concentrate before pas

sing through seitz filters. 

2.207. Apart from the rejections in the course of Production 
detected by the Quality Control, it was noticed that during the last 
three years ending 31st March, 1972, bulk antibiotics and formula
tions worth Rs. 8.82 lakhs and Rs. 1.06 lakhs respectively passed by 
the Quality Control were returned by the customers. The main 
reasons for the return of goods by the customers were as follows:-. 

(i) Non-sterility and lumping. 

(ti) Non-conforming to Indian Pharmacopoeia 

(iii) Fall in potency and PH. 

(Iv) Change in colour, lump formation, brittlenesslcracking, 
etc. (capsules). 



102 

(v) Peeling off of the labels, poor syrinqeability, longer solu
tion time, pain, swelling and -reactions (vials). 

2.208. The reprocessing of the above sales returns yielaed sale
able producted valued at Rs. 5.35 lakhs; resultant loss being Rs. 
4.53 lakhs vide details· given in appendix III. 

2.209. The Management have stated (September, 1972) that the 
following steps have been taken to avoid minimise the rejections:-

(a) General 

"These problems were identified as arising out of deftcincies 
in the equipments and system. The problems were 
studied by a High Power Soviet Delegation during Sep
temberlOCtober, 1969 which recommended a number of 
measures to overcome these deficiencies. These measures 
have been progressively implemented." 

Ib) Penicillin 

To improve the sterility of the marginally contaminated batches 
certained equipments have been installed and/or replaced. Standard 
(If maintenance ofequipments bas been improved and control over 
the operational. regim has been tightened. 

~c) Streptomycin Supphate 

The problem of low potency was studied by a team of scientists .. 
'],here has been significant improvement, but the average potency 
level still continues to be very near to the minimum allowed by 
the pharmacopoeia. Investigations are still continued. 

2.210. In this connection, the Ministry have stated (October, 
1973) as follows:-

"1 he Company has traced the main reas,lOs resp'.nsfble for 
the deterioration of the quality of products released for 
sale, to the inadequacy of the system~ such as. def1cinecy 
in equipment layout and services like maintenance of steri
lity, air conditioning, etc. 

Suitable modofications in the procaine and sodium penicillin sec
tions have already been carried out to overcome these deficiencies. 
[n ('ase of .. streptomycin sulphate, the sources of non-sterility have 
been traced and after implementation of the measures, the quality 
of, the products has shown remarkable improvement during August, 
1973. Improvement in quality of sodium and procaine salts is yet 
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to be evaluated as these products have been only recently commis
sioned after modification." 

2.211. About the basis for fixing norms of rejection, the Manage
ment stated in a written note that the norms of rejection of sterile 
products at 5 per cent for Sodium and procaine penicillin and 2 per 
cent for streptomycin sulphate were proposed by the Plant on the 
basis of their experience reKarding the efficacy of sys~ms and 
equipment in maintaining proper marameters. .However, this was 
not accepted by the collaborators in their protocol of discussion sign-
ed in 1969. It is, therefore, not possible to compare the actual rejec
tions with any recognised norms. 

2.212. ~ regard to (i) the delay to overcome the deficiencies; no 
decline in the rejections in the case of Procaine Pencillin and Strep
tomycin Sulphate inspite of the measures progressively implement
ed; and the evaluation of the quality of sodium and procaine pencil
Un, the Management stated as follows in a written note: 

"The rectification of deficiencies identified in October, 1969 
involved providing balancing equipment which was partly 
to be supplied by the collaborators (supply completed 
'by 1973) and partly to be procured from indigenous sour
ces by developing services in some cases. The procure
ment and installation of this equipment coupled with 
the stabilising period after modifications accoUl1Jted for 
four years period in implementing these measures. 

In the case of Sodium and Proot:ine Penicillin, the initial di
fficulties with regard to quality were mainly due to clarity 
and sterility. With the implementation of various measu
res, outlined in the protocol of discussions, the rejec
tion in the clarity showed a progressive decline. How
ever, the sterility problem continUed or got aggravated 
due to ineffectiveness of U.V. lamps, deterioration in the 
performance of seitz filters ancI inadequancy of air-condi
tioning systems. In case of streptomycin Sulphate, the 
rejection continued because of low potency of final product 
which could be resolved only towards the middle of 
1972. The problem of sterility, however, still continues. 

The quality of these products has shown progressive improve
, menJt after recommissioning of these sections in August! 

September, 1973 respectively. 

625 L.S.-8. 
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2.213. About the use of inferior anodised canisters, leaking Sietz 
filters poor quality of raw materials and improper control at various 
stages of prod~ction which caused rejection, the Management stated 
in the written note that "these factors are not completely within the 
control of the Management. Inspite of the sincere effort of the 
management to ensure the quality of incoming materials, it is some
time ~ecessary to accept inferior quality under scarcity of supplies. 
The procurement of imported items like seitz ftlter, involved pro
curement delays in obtaining import licence etc. and the plan had, 
therefore, to operate with the filter, which ahead already outlived 
their effectivenesi. 

2.214. During evidence the Committee pointed out that apart 
from the rejections in the course of production bulk antibiotics and 
formulations worth Rs. 6.82 lakhs and Rs. 1,06 lakhs respectively 
passe4 by the Quality Control were returned by the customers, 
the representative of I.D.P.L. explained as follows:-

"There is potency in these drugs, but storage also plays a 
very important, whether it be storage at the plant site, or 
storage at the consumers' end or storage at the place 
where they are manufactured or at the places of those 
people who have purchased from us. Considering the 
11gures from the industries side, the percentage of reject
ion has been only 0.7 per eent. of the total sales, and it 
would come to a few crores. II personally feel that there 
is no single firm which has no rejection. Even in the case 
of Vitamin C there are rejections; in regard to Vitamin 
A so many cases are there. where the item has been re
turned to g~xOS and Roches. The rejections may be due 
to various reasons. There may, be even manufacturing 
defect. But partly, it can also be due to storage. Seeing 
the percentage namely 0.7 per cent. returned from the 
market, I feel that it is not a very high figure." 

2.215. The Management also stated in a written note as follows: 

liThe Quality Control Department is equiped to carry out all 
tests on the finished products prescribed by Indian Phar
macopoeia. The finished product is released for sale only 
after satisfying that it l1leets IP standards. However, 
some deterioration in the quality of the product takes place 
in the transit or under improper storage conditions which 
is normal for pharmaceutical concern. (Sales returns in 
1969·70 to 1971-72 amount to 0.7 per cent. However, shelf 
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life in res1iect of Sodium Pencillin was a problem for 
whieh modification have been carried out. Trend is eh
couraging.) ,. 

2.216. During the evidence the representatives of the Ministry 
apprised the Committee as ft>llows in this regard: . 

''The bulk antibiotics and formulations with worth Rs. 8.82 
lakhs and Rs. 1.06 lakhs respectively passed by the Qua
life in respect of Sodium Pencillin was a problem for 
reasons for the return of goods 'by the customers were as 
follows: 

(i) Non-sterility and lumping; 

(ii) Non-conforming to Indian Pharmacopoeia; 

(iii) Fall in potency and PHi 

(iv) Change in colour, lump formation, brittleness/cracking 
etc. (capsule); 

(v) PeeHng off the labels, poor syringe-aibility, longer solu-
tion time, pain, swelling and reacitions (vials). 

The reprocessiong of the above. sales returns yielded saleable pro
duct valued at Rs. 5.35 lakhs; resultant loss being as. 4.53 lakhs. 

The quality c~ntrol department, is equipped to carry out all tests 
on the finished products prescribed by Indian Pharmacopoeia. The 
finishing product is released for sale only after satisfying that it 
meets I.P. standards. However, some deterioration in the quality 
of product takes place in transit or under improper storage condi.
tions whicl:l. is normal for any pharmaceutical concern. (Sales re
turns in 1969-70 to 1971-72 ainount to 0.7 per cent. However,shelf 
life in respect of Sodium Penicillin was a problem for which modi
fications have been carried out. .Trend is encouraging). In the sales 
returns for 1972-73 and 1973-74 it has been noticed that Dulk anti
biotics, and formulations passed by Quality Control were returned 
by ,the customers which would be 1.46 per cent for vials and 0.15 per 
cent for oapsules of the total sales during these two yea~s. These 
figures would indicate that the percentage of rejection is about the 
same order. In so far as 5 reasons given for rejection are concerned, 
the sal'heare examined below:-

(i) Non-sterility and lumping 

It has been stated by the I.D.P.L. that the nature Of the test 
being of a biological nature is subjective. In any biological evaluation 
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the limits for sensitivity are 5 to 10 per cent. There have been cases" 
whete same sample rejected by the Quality Control or IDPL has 
found acceptance when tested by other laboratories viz. Sarabhais 
::md vice-versa. 

(ii) Non-conforming to Indian Ph:armacopoeia 

This can take place on account of storage deterioration over a 
period of time and there after when the samples are subsequently 
drawn by Drug Control Authorities, theSe may not conform in all 
cas_es to Indian Pharmacopoeial standards. It has, however been 
stated by the management that the storage conditions of the manage
ment are ideal and deterioration some times takes place with the 
denIers or retailers. Whenever such cases are brought to the notice 
of the management, immediate replacements are made and such 
batehes withdrawn. 
(iii) Fall in potency and PH 

The fall in potency and PH in the case of Pencillin produced by 
IDPL is due to process of producti«m adopted by IDPL. It is due 
to this reason that the Antibiotics Plants, Rishikesh has undertaken 
major modifications both for Sodium Penicillin and Procaine Peni
cillin. Earlier, technology for the. production of Sodium Penicillin 
was based on precipation method which has now been changed to 
Azeotropic distillation method. It was not possible to know the de
ficiency of the earlier process as it had not been tried out at that 
stage in the Indian conditions and the problems would emerge in 
the case of ~iological products particularly when the system haa 
been tried out and finished product obtained over a sufticinetly long 
period. 

(iv)Change in colour, Lump formation, britUeness!cNcking, etc. 
(capsule) 

This is also partly due to nature of technology and partly due 
10 storage with the dealers referred to above. The brittleness crack
ing r,eferred to above could arise due to the nature of capsuls ob-
tained from the indigenous producers which over a period may de
veloped carcks or brittleness. The management has taken steps to 
obtain a fair percentage of importe4 empty hard gelatin capsules 
to over come this problem. 

(v) Peeling oft the labels, poor syringe-abUlity longer solution time,. 
pain, swelling and reactions (vials). 

The quality of gum used for affixing lables has been changed 
and this complaint is no more received. Poor syringe ability was 
due to technological gap as in the original Soviet technology no. 
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proVlSlon was made for microniser. This has since been provided. 
Regarding pain and swelling, the reason has been identified and rec
tified. (This was due to excess of formalin in the produce which 
has now been redueed to an acceptable level). 

2.217. It may be seen from the above that the reasons for return 
of products sold to the market were not due to defective quality 
control organisation but for other reasons as indicated above: 

2.218. The reply given by the Ministry to the Comptroller and 
Auditor General of India is reproduced below:-

"The Company has traced the main reasons responsible for 
the deterioration of the quality of products released for 
sale, to the inadequacy .of the systems, such as, defiCiency 
in equipment layout and services like maintenance of 
sterility air conditioning, etc. Suitable modifications in 
the procaine and sodium penicillian .ections have already 
·been carried out to overcome these deficiencies. In cas~ 
of Streptomycin sulphate, the sources of non-sterility 
have been traced and after implementation of the measu
res, the quality of products has shown remarkable imp
rovement durfng August, 1973. Improvement in quality 
of sodium and procaine salts is yet to be evaluateci" as 
these products have been only recently commissioned 
after modification." 

It has now been reported by IDPL during our discussions with them 
that the major modifications to eliminate the deficinecies in system 
have already been taken for Sodium and Procaine PeniciWan by 
introducing improved technology for the production of SodiuO! 
Penicillin and by providing a microniser in the case of Procaine by 
Penicillin. A special type of mixer has also been provided for get
ting hetter homegenisation of" the product. The improved techno
loBY would entail a change from the earlier precipitation method 
adopted for the Sodium Penicillin to Azeotropic distillation for its 
manufacture. 11'l regard to input of services particlarly for uninter
rupted supply of air the company is considering decentralisation 
of the present huge system to smaller compressors coupled with 
generators so that in case of interruptions in electric supply conti
nUity of production is maintained. For the maintenance of sterility 
special filters in the processes have been provided. To improve-ste. 
rillty additional tntra Violet lamps have also been put in the ste
rile area. With the ~ taken, we expect that the rejection would 
be minimised. But there has been. an improvement in the 8terit1tt~' 
as weU as the quallty of the product. But, further results are yet to 
be awaited. 
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The proposals for remodelling airconditioning are still un
der consideration of the management and steps necessary 
in this direction have yet to be worked out. It may also 
be mentioned that :filters are betng changed more fr. 
queI}tly to improve the efficiency of the air-conditioning. 

With the stepsenume:rated above the Government expects 
that the difficulties with regard to the rejection of items 
sold in the market would be further minJ.n;li,sed dUI'ini 
1974-75. It would, however, not be correct to say that 
these problems can ever be completely ove.rcome in view 
of the insherent nature of the industry." 

2.219. The Committee have been in.farmed that the most impor
tantproblem. with regard to quaHty contrOl is the mode of tranS'
port. .:&a view of the sharp variations of tempreature, pressure and 
humidity etc. appropriate refrigeration measures must be under
taken when the coilsigrunents are in the transit for mo~ than fifteen 
to thirty days. The Committee, therefore,desired to ·know whether 
any refrigeration measures have been ado~ted for· -despatch of 
consignments which are expected to be intraftldt for more than 15 
days, or what special procautions have been ttUten to lee that the 
quality of products does not sufter on account of improper/impro
per inadequate storage? The Management infor.med the Committee 
in a written note that the methods 'Of transportation fQIlowed by 
the plant are the same as followed Iby o:ther manufacturers. In 
Gl'Cler to avoid deterioration of quality of the products during tran
~it, every precaustion is taken to ensure that the goods reach the 
destLnation 'within the shortest possible tim~. In case of Nystatin, 
which 1s highly susceptible to high temperature and humidity 
conditions, the consignmen1ts are being transported in air-condi
tioned coach. or by air. 

2.220. Regarding complaints about the antibiotics pl'Oducerd by 
JDPL as regards their colour, clarity, rate of 8Olution, stability, 
potency and standards etc., the Management stated as hllaws:-

"There have ben a few quality complaints especially with 
regard to the stability after lapse of some_ time and 
wherever complaints were received immedi.ately action 
was taken to withdraw those batches as ~r Drug Act 
requirement. 

To avoid such complaints, followir1~ steps have ~een·taken:-

(l) A micronizer ha~ Deen ins~ed to rnicI:onise procaine 
penicillin to improve its syringeability. . 
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(11) Modi1ications have been made in the process of manu

facture of Sodium and Procaine l:!ased. OD. oW' experience 
with a view to obtain a better product. In case of 
Sodium, the technology has been changed from precipi
iatton method to azeotropi'C distillation which gives a 
much stabler product." 

Consumption of Taw materials 

2.221. An analysis of the consumption of some of the important 
aD! costly raw materials being used in the production of various 
ahtlbiotics is given in· Appendiv IV. The analysis sl10WS that: 

(i) in most of the eases the ronsl1mption was in excess of 
the reglement norm; and 

(ii) the consimptidn co-efficient (kg./mlrd.) ftuctll;ated from 
year to year. 

The Management have stated (September, 1972) as follows:-

"The consumption co-efficients will come down as the yields 
in fermentation and efficiency of recovery improve. Till 
then the only effective step being taken is to reduce 
handling losses and wastages." 

2.222. The Management in a written note further stated as 
under:-

"The consumption co-efficients of various raw-materials are 
dependent on efficiencies of fermentation and rec:overy 

- processes and olso handling losses out of the process 
vessels and wastages due to drainage of fermentors. No 
separate recoIXis are available to indicate the incidence 
of handUng losses and wastages from the stage of issue 
till the charging of the materials in the process stream. 
The handling losses and wastages in the course of .receipt 
and storage till issue to the shop ftoor are not treated as 
a part of the consumption, if they are beyond the norms 
fixed. 

2.223. The question 'of handling losses was examined by the com
mittee of offi.cers. In June, 1970 they have recommended the fol
lowing percentage of losses in respect of liqUids: 

Butyle acetate and butanol 
Methyl Alcohol 
For other raw meterials 

.2% 

.3% 

.10/0 
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'Based on thes norms, losses in respect ot liquids upto the pel'
centages flxed are charged to consumption. 

The handling losses and wastages in the course ot receipt and 
storage till issue to the shop floor are not treated as a 
part of the consumption, if they are beyond the nonns 
fixed. 

Abnormal handling losses in respect of liquids and any lOll 
in respect of 'Other raw materials are not directly charged 
to consumption. These are investigated and action far 
write off is taken after investigation. 

2.224. ',{'he incidence of excess Raw material consumed during 
1972-73 is as under: 

SI. N'. Raw Material Quantity variance 
(Rs. in lakha) 

Am'llonhun Nitrate (-) l' 60 

2. Corn Steep Liquor (-) 1'59 

3 Butyle Acetate (-) 16'a1 

(-) 19' 46 

Strlplom,",. Sull'h!JI' (Ferm:ntation) 

-4 AlUlu')nilUn Sulphate (-) 1'''S 

S CI)", Steep Liquor (-) 0'46 

06 CAldum Carbonate (-) 0' 80 

7 Glw::ote (-) 8'06 

! Hydrol (-) 1'84 

9 Oxalic Acid (-) 4'41 

10 S.B. Flour (-) 4'44 

II Sod. Triplo)' P,lOsphate (-) 1'48 

1:& Sod. HyJroxide (-) o· 98 

13 Hydrochloric Acid (T) (-) I'n 

(-) 2.4'94 
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Tltl'tlCYclin. (Fennentation) 

14 Corn Steep Llq~r (-) 0'6 

IS Maize flour starch (-) 2'49 

16 Hydrcchlork Acid (-) 2'31 

'J7 Sod, Tripdypholphate (-) 2' S9 

(-) &'00 

Ox,ylltNCycliM (Fermentation) 

18 Corn steep liquor (-) 0'04 

19 Maize Starch (-) 0'37 

20 Soyabean Flour (-) 0'10 

21 H~Irocb1oric .\cid (-) 0'43 

~ Sod. Hydrozide 40% • (-) 0'29 

23 Sod. Tripolyphlsphatc (-) 1'48 

24 0xJ~ Tetracycline (-) 0'25 

25 Methanol. (-) 0'79 

S,,1IfWIIIIj1 
I Potllssium (-) 19'46 

2 Streptomycin (-) 24'94 

3 Tetlacyclinc (-) 8'00 

4 Oxytetracycline (-) 1'48 

5 OXJletra. Her (-) 0'79 

(-) 54'61 

NOTB: Minus (-) indicates Unfavourable variance. 
Plu, (+) indicates favourable variance. 

2.225. In a written note the Ministry informed the CommLttee 
.as follows:-

"The Plant has not been able to achieve reglament nonns 
because of the various factors like equipment efficiency 
and system deficiency as well as non-availability of stable 
inputs particularly power. The Gav,emment constitllted 
a Technical Commit~ on Antibiotics Plant, Rishikesh 
with the following terms of reference:-

(i) To determine the installed capacities for various anti
biotics at IDPL's Antibiotics Plant at Rilhikesh and the 
extent of utilisation of the installed capacities. 
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(ii) To determine the factors responsible for inadequate 
production. and the effectiveness of measures taken so 
far to augment the production of variousantihiotics. 

(iii) To suggest measures to be adopted for maximising the
production and .for improviQg the overall economics of 
the plant. 

The Committee has submitted their report and on the subject 
of consumption of raw materials they have made the 
following recommendations:-

S~rvices 

1. Provision of standby power generation equi.pment of It 
limited capacity to enable maintenance of active fer-
mentation equipment under positive pressure of sir 
during periods of power failure. 

2. Addi~ional refrigeration facility needed to supply 5_8 0 C 
chilled water to fermentation vessels. 

3. Modification of air-supply system to the fermentati()D 
vessels in order to bring down the temperature of the 
in-going air. 

n. Fermentation Block 

1. Installation of a closed system forin'Oculu,m transfer in 
place of the present 'open' system. 

2. Progressive replacement of secondary air-filters with 
membrane filters. 

3. Foam control probes fermentation vessels. 

III. R&P Block 

1. Changes in the dehumidification system to enable sterile 
aTeas to' control relative humidity at low levl!ls. 

2. Separate pulverising and sieving equipment for Sodium 
Penicillin G. 

3. One-line PH conttol equipment for all recovery ·processes. 

It is expected. that with th~adoption of the above men
tiontti . 'Steps it wUl be poSsible to improve ronsumptWn 
dfraw material and consumption co-etftc1ent will come 
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down as the yield in fermentation a,nd efficient recovery 
improve. In the meanwhile e1fectiNesteps bemg taken 
to reduce handling losses and wastages would also im ... 
prove the situation." 

2.%26. The Committee wefe informed that on account of excess 
cODSumptiGn of raw m~terial during 1972-73 over the reglement 
nonns there have been loss of Rs. 154.67 lakbs, the Committee would 
like that the Recommendations made by the Teclml~l CGmmittee 
in this regard may be taken into acco~t and sui~ble r~medial 
measures introduced to ensure strict adherence to the presm"'" 
norms as any excess consumption would only affect the profitability. 

u.'ILISA'lION 

A. Compressed Air 

2.227-29. Venting of surplus compresaed air-

Compressed air is mostly required by the Plant for use in the 
Fennentation Block. For meeting the requirements of compressed 
air, the Collaborators had supplied ~ Turbo Cmvpreuors (in-· 
eluding one as stand-by), eac~ having a ~omptessing capacity of 
970M3 per minute. Keeping in view the actual and likely future' 
prO(luction (based on market demand), the ManajQ1ent, however, 
assessed in April, 1972 the total demand of compressed air as 1200 
M" per minute (approximately). 

2.230. As the second compressor was !required to be operated to 
meet the requirement of compressed air, as and when needed, it 
resulted in venting of surplus quntity of' compreiS8d air which 
was· about 75 per cent of the production of the ~ond compressor. 

2.231. Certain proposals were mooted b!, t~. ]:>lant Authorities 
during the period from October, 1969 to F''tbfuarY" 19.72 to instal a 
compressor of smaller capacity. These were not, howev6. ,approved 
by the Soviet Experts or the Com.pany on financial/technical con
siderati.ons. <l'\nother such proposal made in April, 1972 envisaged 
the procurement of a compressor of 250 M3 mInute capa~ity. On the 
basis of the economics of the proposal the plant Authorities expect a 
saving of Rs. 12 lakhs per annum even after taking into accoQnt 
additional ampunt required to be,p,aid' tp the l1ttarl.Pr.ad~~h State 
ElectricitX. ,Board for not conswuine 60 per~ent of the. CQ~t~c~d.. 
demand fpr electricity. tpe pr9~~al is, ,~tlll .. (S~p~embef, .1972) 
un~er c~nsideratio~. Me.~qWlW", lY;~~ ,9£ ~ ~QIJlpr.s~d: ~ 
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continues. The details of the air so vented during the last few 
years ending 30th September, 1972 are indicated below: 

Year Compressed Compressed 0/0 age ohir Cost of air 
air produced air vented vented to com- vented (aetu-

(10' M' preased air din, deprecla-
produced tion and in-

terest) 

• 
(Rs. in Lakhs) 

1951-69 5,I2,6z1 3.76.451 73'43 %3'87 

1969-,]0 5.09.840 1,98.333 38'90 10'64 

1970-71 5..t6,8~ 1,11.461 20'38 7'78 

1971-72 6,75,z80 1,75,380 39'07 14'84 

1972-73 7,20,360 z,95,oSO 40 '91% %7'84 

1973-74 1',9%,7.20 13,410 6'98 1'5<> 

2.232. As regards the proposal to instal a compressor of smaller 
capacity, the Management have stated (October, 1973) as follows:-

"The Management had approved thb proposal in principle. 
It appears. however, that the cost of equipment has in 
the meanwhile gone up considerably and the proposal is 
being examined afresh, Besides, with the expansion 
plans of the production especially tetracycline and strep
tomycine, the amount of air vented would undergo a 
change, Lt is expected -that substantial percentage out of 
the 75 per cent which is now vented will be utilised," 

2.=. The Committee note that. for meeting the requirements of 
compressed air, the conaborators had supplied three Turbo COmp
resaors (inclucli.nc one as stand-by) each having a compressing capa
city of 970 W per minute. In April, 1972, Management, however. 
assessed that the total demand of compressed air would be 1200 M& 
per minute only. As the second compressor was required to be ope
.rated to meet the requirement of compressed. air as and when needed, 
it resulted in venting of surplus quantity of compressed air which 
was about 75 per cent of the production of the second compreuer. 
The plant therefore CIOIIltemplated tile proeurement of a compressor 
of. smaller ea..-city. Meanwhile venting of compressed air has 
continued. TIle Committee IDa that pereentase of air ventecl to 
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compressed air produced was to the tune of 40.97 per cent in 1972.73. 
The venting of air in 197Z-73 ·costs the plant lis. 27." lakhs,. 
(exduding depreciation and interest). The Committee have heeD 
informed that the original proposal of installing • compreseor of 
smaller capacity is being studied by the Management afresh beeause 
it is now expected that the expansion plans of the plant specially for 
tetracycline and streptomycin would enable utilisation of substan· 
tial percentage of air vented. The Committee recommend that a 
decision to instal a compressor of smaller capacity should be taken 
soon considering the requirements of the expansion plans so that 
venting of compressed air at a considerable cost may be avoided. 
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2.235. The Managemeet have explained (September, 1972) the 
variati,on in power consumption to the followingfactors:-

i) Variation of the power factor of the load. 

ii) Different load conditions. 

iii) Variations in supply voltage which varies the current 
and power losses. 

(iv) Running of the motor at the maximum excitation. 

It has further been stated as follows:-

"We make every possible attempt to run the machine at 
unity power factor when the losses are minimum. 
However, the losses due to running of the compressor 
below its full load rating according to the requirement 
of the production department cannot be avoided." 

2.236. In regard to the technical and financial considerations 
as a result of which proposal to instal a Compressor of small caps· 
city was not acted upon and in view thereof why another proposal 
was made in April, 1972 for the procurement of a Compressor of 
250 Mil minute capacity and approved in principle (as stated by 
the Management in October, 1~3), the Committ~e were informed 
in a written reply by the Management that the initial proposal to 
instan a compressor of small capacity was not a ~lJlprebensive one 
since it C,Overs the 9.ir supply system to inoculators and seed vessels 
only. The capital charge on the investment for such a cpmpressor 
was much higher than the expected gains arIsing I lOut of the 
increased production. It was, therefore, considered necessary to 
keep positive pressure only in, inoculators and seed vessels in the 
event of power failures was not pursued. As an insurance 
against power interruptions leading of large scale contemination 
of inoculators, seed vessels and fermentors, a revised proposal 
to instal a compressor of 250 M" per minuted capacity was 
conceived which could keep general air supply system under 
positive pressure. The enquiries were sent to the major manu
facturers in the line in India and their offers are under detailed 
scrutiny and follow up. 

About the time when the expansion plans for tetracycline and 
Streptromycine are likely to be implemented ~nd whether 'it 
implies that even on attaining the rated capaeity as given in the 
protocol, Plant wiU not be able to utilise the full production of the 
compressed air, it was stated that the expansion programme of 
tetracycline and streptomycine are likely to be implemented by 
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the end of Fifth Five Year Plan. The requirement of air corres
ponding to 44 fennentors will be equivalent to a~ut 2 big air 
compressor running simultaneously. 

2.237. lot was Jurther stated that the compressort of 250 Mh / 
minute capacity running with one main compressor would have 
been an economical proposition in the project decision. In· respect 
of excess consumption of electricity in the production of comp
ressed, it is stated that the excess consumption of electricity in the 
production of compressed air in 1972-73 amounted to Rs. 0.68 lakhs. 
The basic reasoIW for excess consumption of electricity has been 
on account of running the ·second air compressor on demand from·~ 
the technologist when its capaCity is only partially utilised. As 
has already been indicated earlier, the Management ~ consiCiering 
installation of a small compressor of 250 M3 minute capacity to 
run on diesel generator with the twin objective of maintaining 
positive pressure during power failures and avoiding venting~· of 
excess air during the normal operation. 

POWER 

Fall in the consumption of power Q.8 compared with the contTacted 
demand 

After taking into account the projection in the Project l\tport 
and the installation of optional equipment in Auxiliary Services 
Block of SteI'ile Finishing Block, the Management with approval 
of the Uttar Pradesh State EleCtricity Board fixed in December, 
1966 the following contract demand on 6.6 K.. V. supply :-

-----------------------,-------------------------------
Period 

Prom 23-12-1966 to 28-2-1967 

Prom 1-3-1967 

From 1-5-1967 

From 1-9-1967 

Prom 1-1-1968 

Prom 1-5-1968 

6,000 KVA (Pint three D\OIltha 
consumption IS actual demand""" 

8,000 KVA 

11,000 KVA 

14,000 KVA 

17.000 KVA 

23,500 KVA (SubsequentlY 
reduoed to 30,000 KVA) 

2.238. The Commltee &ad that there was excessive coniumption 
of eleetridty in the production of compressed air over ad abeve 
the norm Axed by the Management. In all the year from 1870·71 
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onwards as against the nonn of 62.3 KWH fixed by the Manage
ment per loa M3 (KWH), the actual consumption of electricity 
per 103 MIS of compressed air hR'l been of the order of M.98 KWH, 
70.63, KWH 63.1 KWP and 68.6 KWH during the years 1,970· 71, 
1971.72, 1972-73 and 1973·74 (upto September, 1973) respectively. 

,'r The cost of excessive consumption of electricity rAnged between 
as. 0.68 lakhs' in 1972-73 to Rs. 6.50 lakbs in 1971-72. The Committee 
were informed that the main reasons for excessive consumption 
of electriclty have been variation of the power factor of the load, 
diffetent load conditions, variations in supply voltage which varies 
the current and power losses; running of the motor at the maxi
mum. excitation. It has been stated that losses due to the running 
of the compressor below its full load rating according to the 
requirement of the production department cannot be avoided. In 
order to meet this situation the plant, it was stated, was consideriq 
Installation of smaller compressor to run on diesel generators with 
the twin objective of maintaining positive pressure during power 
.jflUures and avoiding venting of excess air during the normal 
operation. As recommended earlier, the Committee desire the 
M~pm.ent to take an early decision in the matter for installation 
of Compressor of smaller capacity in the best interest of the 
smooth and economic running of the plant. 

Power 

Fa.~l in the consumption of power C18 compared with the contracted 
'. - demand 

2.239. After taking into account the projections made in the Pro
ject Report and the installation of additional equipment in Auxiliary 
Servites Block and Sterile Finishing Block, the Management with 
the approval of Uttar Pradesh State Electricity Board fixed in De-
cember, 1966 the following contt:act demand on 6.6 K.V.A. supply:-

Period 

F om 1-;1-1967 

From 1-5-1967 

Prom 1-9-1967 

F om 1-1-1968 

F"om 1-,-1968 

Maximum Demand 

6,000 KVA (First three mon h. 
consumption B8 per actual 
demand) 

8,000 KVA 

11,000 KVA 

14,000 KVA 

17,000 KVA 

23,500 KVA (Subsequently 
reduced to 20,000 KVA) 
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2.240. Owing to non-attainment of the capacitieS, however, the 
actual demand was much less and varied between 2,033 KVAalld 
13,600 KV A during the period from March, 1967 to 31st March, 1972. 
&; a result of the actual consumption being less· than the 60 per cent 
of the contract demand (on the basis of which payment had to be 
made to the Electricity Board) the Company had to incur an extra 
expenditure of Rs. 2.1.91 lakhs upto 31st March, 1972. During 1972-
73 the plant incurred an extra expenditure of Rs. 21,900 on account 
of the consumption being lower than 60 per cent of the contract 
demand in one month only (July, 1972). No 'extra expenditure has 
been incurred during 1973-74 (upto September 1973) as the Plant was 
8ubjeclt to a continuing power cut of 40 per cent imposed: by the 
UPSEB since March, 1973. 

2.241. Attempt made by the Company to redUde the contract 
demand in the light of realistic estimates of prodUction did not pro~ 
successful except that the Electricity Board agreed to the re<\uction 
of maximum demand from 23,500 KV A to 20,00() KV A. 

2.242. Regarding demand for eleetricity in the light of produc
tion achieved and likely to be achieved and further reduction in the 
maximum demand of 20,OO() KVA the Management stated that as 
per the existing and proposed connected load, the maximum demand 
of 20,000 KV A does not need any revision downward. The proposed 
expansion pro~amme at the plant is also hopef\ to be accommodated 
within this level. 

2.243. About the claim for compensation of the loss of production 
of the value of Re. 87.55 lakhs during 1968-69 to 1971-72 on account 
of frequent fluctuations of voltage and interruptions in power sup
plied by the Uttar Pradesh Electricity Board, the Management stated. 
that there is no contractual obligation on the part of UPSEB to make 
good and any losses to the Plant on account of fluctuations and power 
failures. Hence, it has not been possible to lodge a claim on the 
UPSEB on account loss due to fluctuations in voltage and interrup
tions in power. 

2.244. In this connection the Ministry informed the Committee 
as under:-

"The problem of steady and regular power supply in the Anti
biotics Plant, Rishikesh by UPSEB has been engaging 
the attention of the IDPL as well as the Government 
and has been repeatedly pressed with the UPSEB as wen 
as by the U. P. Government. While they have always 
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assured their co-operation and have also taken some action 
from time to time, the problem has not been solved. It is 
needless to mention that the severe setback to the Plant 
occurred at the time of strike of UPSEB engineers from 
16th'to 25th January, 1973. Since March, 1973 a power cut 
of 40 per cent was imposed by UPSEB which continued 
till September, 1973. The matter was taken up by Govern
ment with the Government of Uttar Pradesh and in early 
'December 1973 the U.P. Government order restoration of 
regular and full supply to Antibiotics Plant,Rishikesh. But 
again by the enn of January, 1974, they imposed a 40 per 
cent power cut and limited the maximum demand not to 
exceed 50 per cent of that recorded between July, 1971 and 
June, 1972. 

In July, 1973, the IDPL's Board of Directors considereci. this 
problem and whether IDPL should go in for a captive 
power plant to ensure adequate power supply. They consi
dered three alternatives:-

(i) Setting up of two power generation units each of 10 MW 
at the Plant which was estimated to involve an expendi
ture of Rs. 5 crores. 

(ii) Utilisation of excess generating capacity available at 
BHEL, Hardwar by providing a separate line between 
Hardwar and Virbhadra. . , 

(iii) Request UPSEB to set up facilities of generation for 
use of this plant. 

As the cost of power from a diesel generator was likely to be 
quite high, the Board decided that a feassibility report for 
setting up a capative power plant of 10 MW capacity 
should be prepared and that arrangement with BHEL 
Hardwar be explored to mitigate thefr situation. 

In August, 1973, the Managing Director, IPPL in a meeting 
with the officers of UPSEB requested them to examine the 
feasibility of supply of power from BHEL, Hardwer in 
the event of grid failur through the existihg part of the 
grid between BHEL and IDPL. . lI'he Member (Engineer
ing) UPSEB agreed to have this looked into. The Manag
ing Director, IDPL, also raised the question Qf UPSEB 
establishing a large thermal power plant near Antibiotics 
Plant. The UPSEB representatives, however, felt that 
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such a scheme might not be feasible on account of the 
large cost involved in transportation of coal and as large 
hyc1ro-electrical stations are being established in the area. 

A serious problem in this connection is that the Plant has two 
large compressors each requiring 3.5 power, but the star,t
ing current required is 20 MW. Therefore, a smaller 
captive power plant cannot make Antibiotics Plant, Rishi
kesh, self-reliant, while the cost of 20 MW plant will be 
very large, perhaps of the order of Rs. 10-12 crores. The 
matter also needs careful consideration in view of the 
recent steep increase in prices of crude oil and a neecl to 
reduce the consumption of petroleum products. For a coal 
based captive power plant it will be necessary to consider 
whether reliable coal supply will be available. In order to 
sOlve the problem of the large starting current for the 
compressors, and also the waste of power involved in 
having to run a second compressor when only the margi
nal additional air over that given by one compressor is 
required, it might be desirable to have several small 
compressors so that even if partial supplies are available 
form UPSEB, the whole plant need not come to a stand
still Or, alternatively, Antibiotics Plant may do with a 
smaller captive power plant than 20 MW. 

IDPL is being asked to examine the whole matter com
prehensively and to furnish a report to Government early." 

2.U5. The Committee find that the plant man.,ement had with 
the approval of the Uttar Pradesh State Electricity Board fixed in 
December, 1966 their maximum contract demand on 6.6 KVA 
supply. Owing to non-attainment of capacity the aotual demand 
was, however, mUlCh less and varied between 2,O:ta KV A and 13,600 
KV A during the period from March, 1967 and 31st March, 197z" As 
the actual consumption was less than 60 per cent of the contrac
ted demand (on the basis of which payment had to lte made to the 
Electricity Board) the Company had to incur an extra expenditure 
of Rs. 22.12 lakhs upto 31st March, 1973. No extra expenditure was, 
however, incurred during 1973·74 (upto September, 1973) as the 
plant was subJect to a continuing power cut of 40 per cent. The 
Committee have been ~ormed that the present demand of 20,000 
KV A does not need any downward revision and would be sufficient 
to take care of the plant expansion programme. It has been stated 
that the prohlem of ensuring adequate power supply to the plant 
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caDDOt be resolved /by going in for a small captive power plant 'be
cause of the huge cost involved and in view of the steep increase iD 
the price of crude oil. The Committee recommend that plant autho
rities may examine the matter in depth in consultation with fh.e 
Ministry of irrigation and Power/ (U.P. State Electricity Board so 
that the production in the plant is not aflected due to shortBIe of 
power supply. 

2.246. Boiler House 

(a) Stea.m condensate-According to the design, 30 per cent of 
the condensate should be returned to the boilers. However, the 
conci.ensate return was found to be not more than 5-6 per cent be-
cause of technilogical requirements. Further, the condensate return 
was of higher hardness mixed: up with water. It was, therefore, un
suitable for use as a feed to the boilers. The matter was, therefore, 
brought to the notice of the Soviet delegation during the course of 
the discussions in October, 1969. The detailed study was carried out 
by the Chief Soviet Expert but no success was achieved. 

2.247. Non-availability of return condensate as per design speci
fication resulted in the increased use of steam for internal consump
tion to the extent of about 20 per cent of internal load. On this basis, 
excessive consumption of steam was valuecl at Rs. 8.12 lakhs as per 
details given below:-

Year 

1968-69 

1969--70 

1970-71 

1971-72 

1972-73 

1973-74 . . . 
(April to September, 1973) 

Internal conswnp- Excess consump- Cost excludi r 8 
tion of steam tion (20%) due depreciation and 
(M. tons) to under utili sa- interest 

tion of conden- (RI. in lakha) 
sate (M.tons) 

24,186 4,837'2 1'36 

34,906 6,981' 2 1'76 

41,845 8,369'0 2' 18 

50,731 10,146'2 2'8% 

45,713 9,143 2'64 

21,299 4,%60 1'15 

(b) Venting of Stea~As per manufacturers' recommendation 
the boilder load should be 70 per cent ,minimum. Owing to the re
quirement of the steam being less than the quantity produced, the 
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excessprod.uction had to be vented as per particulars furniabect 
below:-

----------- ._---_._------ -------------
Year 

1969-70 

1970-71 

1~71-72 

1,972-73 

1973-74 

Steam produced Steam vented 
(M. tons) (M. tons) 

1,99,248 978 

2,62,429 9,197 

3,I7,~60 4,273 

2,87,786 

13,99~ 

Cost exclud
ing deprecia
tioD and iDtereat 
(R.. in lakhs) 

o.a~ 

2'39 

1'19 

(April to September, 1973) 

[There had been no ventage of steam during 1972-73 and 19'73-74 
(Septs. 1973)]. 

NOTE: The steam vented during 1968-69 and 1969-70 (upto Sept. 1970) 
was apportioned in other blocks. 

2.248. The Management stated (September, 1972) that "with 
planned increased prO<i.uction, stearn consumption is likely to in
crease beyond 70 per cent of boiler load and Venting will come down 
automatically" . 

In this connection, the Management in a written note stated as 
under:-

"After the commissioning, the plant experienced difficulties in 
cooking of steam traps and contamination of condensate. 
This necessitated isolation of stearn traps thereby letting 
out the used steam into the atmosphere resulting into a 
drastic reduction in the return condensate to boiler house, 

(b) '!'The then Chief Soviet Expert carried out a detailed 
study of the system, but did not submit any specific re
commendations for improvement in the existing lau-out. 

(c) The Chief Soviet Expert was himself the representative 
of the collaborators. 

(0.) As the return condensate is generally conteminated, it 
is likely to adversely affect the quality of boiler feed 
water and consequently the working of the boiler house. 

(e) The plant is already utilising more than 70 per cent of 
the boiler capacity with two boilers working simulta
neously." 
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ITiCiden.ce of Certain Services per m~rd. of filtered broth gros8 
production etc. 

2.2.49. The following table indicates the consumption of some of 
the services (e.g. electricity, steam, raw water, 14°C water) per 
mlrn. of filtered broth I gross production and consumption of electri
city per 1000M" of water pumped during the last 3 years ending 
1971-72:-

I 

2. 

CfJn.'/."tlPlion per mlrd. of .filtered broth. 

(I) Blectricity (Kwh) 80S 372 337 
(.ii) Steam (M. tons) 0'90 0'69 0'S3 

(iii) Raw wate1(MJ). 103'99 74'2 
.(jv) 14Cl C Water (106 K. Cal) 0'256 0'20 0'18 

CcnurmtptioJc per mlrd. (If gross PrMucticn 
(i) El~c ricity (k.vh) 1200 715 744 
(ii) Steam eM. Tons) 2'88 3'09 2'62 
(iii) Raw water (M'). 206'00 164'00 

(iv) 140C Water (106 t.Ca) 0'46 0'", 
(v) Consumption of elctricity per 1000 M3 of 

water pumped from in-take (kwh) 50S 539 164'8 

2.250. The Management stated (September, 1972) as follows:-

'Meters for the consumption of electricity, steam, raw water 
and 14°C water and of other services have not been install
ed in any of the products. The distribution of the services 
to the prortucts, is ~herefore, merely on approximation 
basis which is calculated on the basis of capacity of the 
equipment and their utilisation or on production basis. ',. 
Sin~e tpe production has not been stabilised, the norms 
have not been fixed so far .... the vairation in consump
tion of services are also due to fluctuation in productivity 
parameters of filtered broth ann gross production. 

We are initiating action for fixing meters to measure the con. 
sua1ption of the important services." 

As regards the fixation of norms and installation of meters the 
Ministry have stated (October, 1973) as follows:-

"Project Report drawn up by the Collaborator indicates the 
norJllS of consumption of various services. The meters 
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have been installed which given block-wise consumption 
of services. It has not been found feasible to install the 
meters product-wise and as such the comparison of the 
actual consumption of these services as laid down in the 
DPR (Product-wise) is not possible". 

2.251. About the possibility of installing meters product-wise and 
the evaluation of efficiency of actual consumption in comparison 
with the norms laid down in the project report in the 
absence of product-wise meters the Management stated in a 
written note that the proposal to install indivic\ual meters for each 
product had been examined and was not found feasible in the exist
ing layout. In the absence of these meters, the allocation of con
sumption of services is being made on the basis of running hours of 
each equipment consuming the service. The detailed particulars in 
regard to the allocation of consumption of services on the basis of 
running hours of equipment as compared with norms given in the 
Detailed Project Report in this regard were not available with the 
company. 

2.252. Justifying the non-installation of meters product-wise and 
allocation of consumption of services on the basis of running hours 
of each eqUipment consuming the services, the Ministry stated in a 
written note as unc\er:-

"Admittedly, the present method of allocation of services Is 
neither accurate nor the most desirable. Allocation of con
sumption of servvices is being done on the basis of run
ning hours to each eqUipment consuming the service. 
Though DPR indicates allocation of services on product
wise basis. it dic\ not contemplate provision of separate 
meters. In Antibiotics Plant, Rishikesh, the Services for 
various products, for example in Fermentation Block, are 
for all products at one place and include, besides the fer
mentors also the seed Vessels, inoculators as well as the 
ftlteration and chilling system. All the fermentors have 
supplies from a common header and separate meters for 
each product will really involve separate meters for each 
set of fermentors and similarly in case of seed vessels, in
oculators etc. thus requiring several dozens of meters for 
each service. Some of the meters, for example, ftow met
ers, are very expensive. The system of allocating the con
sumption of services on the basis of running hours of each 
equipment though not accurate may be considered accep
table in the circumstances." 
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2.253. The Committee note that a~ording to the design, 30 per 
eent of the steam condensate libould return to the lH»ilers. How
ever, the Condensate return was I found to be not more than 5 to 8 
percent resultiq in the increased use of steam for internal consump
tion to the extent of about 20 per cent of internal load. The Co .. 
mitt~ find that the excessive consumption of steam cost Rs. 11.91 
lakhs duri.ng the period of'l968-69 to 1973·74 Cupto September, 
1973). The Committee understand that the question of low eOD-
densate return was studied by the Chief $oviet Expert in October, 
1969 but no success was stated to have been achieved. 

2.2M. The Committee recommend that best expert advice in the 
field should be taken so as to improve the condensate return there
by avoidln" estra cost. 

2.255. The Committee find that it has not beeD found feasible J.y 
the Company to install !individual meters for each product and in the 
absence of these meters the allocation of consumption of services is 
heinl' made, at pr,esent, on the basis of running ~ours of each equip
ment consuminl' the service and as such the comparison of the 
actual ..tonsumption of these. services with the norms laid down in 
the Detailed Project Report has not been possible. The Committee 
feel that the present procedure is neither scientific nor accurate for 
the allocation of consumption ,of services and therfore recommend 
that this aspect may again be reviewed with a view to ensure control 
on consumption of Services and effecting economy where VeT feasible. 

2.256. Sterile and Finishing Block. 

Formu.lation ca.pacity: The Sterile and Finishing Block, which is 
one of the four main blocks is. designed mainly for: 

(i) formulation of bulk; 

(ii) filling of formulated bulk in vials and capsules; and 

(iii) packing of capsules in bottles and strips, etc. 

Out of the total rated production of 290 tonnes, a quantity 
of 165 tonnes was to be in the form of ready made drugs and the 
remaining 125 tonnes was to be in the bulk form. As this meant 
that a large portion of antibiotics will have to be sold in bulk to 
other pharmaceuticals concerns for vialling, capsulation and tablet 
ting, the Committee on Public Undertakings recommended in para 
6.39 of its 46th Report (4th Lok Sabha-April, 1969) that the for
mulation capacity in the Antibiotics Plant should be increased. 
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2.2$7. In October/November, 1970 the Ministry of PetroleUm and 
Chemicals informed the Committee· as follows: - ~ 

(a) As against the rated capacity of 218 tonnes based on the 
efficiency levels indicated by the Soviet Team, ; existing 
formulations capacity was 115 tonnes (80tonnes tonnes 
for vialling, 25 tonnes for capsulation] and 10 tonnes for 
tableting). . 

(b) Action to expand the formulation capacity would· be 
taken after production is stabilised and proper assess
ment of the demand of various formulations is made, 
having regard to the formulations which are already 
being made and marketted by the various drug products 
in the country. 

2.258. Further progress in this direction is not known. I,t may t 
however, be mentioned in this connection that the quantity formu
lated so far has been less than the capacity of 115 tonnes as shown. 
below:- l" ' 

Year 

1970-71 

----_ .... ...-.-
Quantity Connul.ted 

(Metric tons) 

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

1971-72 

1072-73 

19·23 

4°·03 

71 .20 

1973-74 . 22·02 
(April to Sept. 73) 

2.259. In this connection, the Ministry have stated (October, 
1973) as follows:-

(a) "The quantities of the bulk formulations shown in the 
review are, no doubt less than the maximum capacity 
that could be formulated. This was because of the lower 
production of the indigenous bulk as compared to the 
target~ fixed for these years. IDPL being the authorised 
distributing agency of canalised bulk drugs has to cater 
to the 1ndustry's requirements for bulk as allocated to 
them by the various State Drugs Controllers-whether 
from indigenous production or out of imports, besides 
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meeting its own requirement of bulk for formulation. AB 
in these years, the total quamtity of indigenous produc
tion of bulk drugs lell short 'of targets, the available bulk 
drugs fell short of targets, the available bulk was not 
adequate to cater to the bulk requirements of other for
mulators as well as Company's own formulations." 

(b) "The formulations programme suffered a set back due to 
the non-availability of packing materials like glass vials, 
stoppers and empty Gelatine Capsules. In addition, non
utilisation of machine capacity because of inadequacy of 
spare parts has also affected the formulation programme 
especially during the years 1971-72 and 1972-73. The 
plant has now been able to stabilise the sources of pack
ing materials and indigenous spare parts." 

(c) "Plants are. under consideration to import other drug's as 
well, as to cater to the formulation unit to utilise its 
capacity to the maximum' extent 'possibl~. Most of these 
drugs are likely to be taken up for basic manufacture 
during Fifth Plan period. The Company have also ap
plied for industrial licence for the manufacture of Ampi .. 
cilIin formulations." 

2.260. The anticipations of bulk made by the IDPL for formula
tions during 1969-70 to 1972-73 and the bulk actually available. 

Year Anticipatod require- Met by Purcha5e 
mc:-nts Plant's on production 

.-...--- - ----------
1969-70 43,285 mlrds 25470 m\rds 1,305 mInis 

1970-71 80,no mlrds 37154 mInis 863 mlrds 

1971-7~ 1,06,045 mInis 55362 mJrdJI 13,333 mlrds 

1972-73 69,291 fnlrd. 9610 mlrds 15,740 mlrds 

As regards the assessment of the d~rnand of various formula
tions vis-a-vis the capacity availabl~ in the Public and Private Sec
tor for this purpose and the share of Public Sector and Indian 
Drugs and Phannaceuticals Ltd., in the total formulation capacity, 
the Management info;rrned the Committee the pr~ent total market 
of phannaceuticals based on the informa,tion compiled by DG'I'Q, is 
Rs. 300 crores. There are about 100 pharmaceuticals companies in 
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the Organised Sector and nearly 2200 Companies in the Small Scale 
Sector producing a large number of diversified formulations. Even 
the Government, through DGS&D, purchases on an average 1200 
different type of formulations. IDPL manufactures approximately 
12 major formulation products out of this entire range. The total 
sale of IDPL from indigenous production will be around Rs. 22 
crores during 1973-74 which will ac~unt approximately 7.3 per 
cent of the total pharmaceutical market. 

2.261. In regard to the inadequacy of the available bulk (indi
genous as well as imported) to cater to the requirements of all the 
formul~tors (including IDPL) equitable disposal of this shortfall 
amongst all the formulation capacity it was stated by Management 
that the formulation capacity of IDPL had been utilised to the ex
tent possible based on the orders available through Government. 
Institutions an'a trade. One of the major reasons for possible non
utilisation has been the non-compliance of directive issued by the 
Government to accord 10 per cent price preference to IDPL and 
because of the insistance of DGS&D to issue parallel rate contracts 
to parties quoting lower rates than IDPL though falling within 10 
per cent of the price range ana State Government not giving effect 
to this directive. 

2.262. In most of the cases, there had been no shortage of 
available bulk indigenous as well as imported barring few excep
tions where change in technology has temporarily resulted in 
short-fall in availability like pencIlline, Sodium procaine pencillin 
and Streptomycin. Now that the change in technology has been 
completed and the production is being stabilised, this situation shall 
not repeat itself. Eft<lll'ts have been made to draw up import 
plan in such a way that the required quantity of bulk is made 
available to meet the total requirements of the country. The 
requirements of all the formulators have inveriably been met in 
full. On the contrary, there are situations where formulators 
have failed to lift the allocated quantities of the bulk as per the 
recommendations of the State Drug Controllers and IDPL had to 
carry excess inventories of raw-materials, as far instance Tetracy
cline during the year 1970-71 and 19'71-72 (a shelf-life product) 
which IDPL sold at a inter stage without any loss to the company. 
Whenever there has been a short-fall in total availability either 
due to late arrival of the shipments or to short-fall in production, 
a ~ata distribution had .been made to the entire industry and 
the entire short-fall has been equitably disbursed to all the for
mulators in the country. The installed formulation capacity and 
the actually utilised capacities are usual1y at variance. In certain 
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items, IDPL contention is true that in case the entire bulk 
materials was utilised in making formulations without giving it to 
the private Sector formulators, it would have been in a position to 
market them without any difficulty. Such products were Sulpha
guainidine, Sulphadimidine and Analgin. However, it could not 
be done keeping in view of the over-all policy of the Government. 

2.263. About the non-availability of packin.g materials and 
inadequancy of spare parts and the extent tv which these respon
sible for the under utilisation of the capacity and whether the 
existing supplies of packing materials and spares are adequate to 
cater to the Plants requirements, the Committee were informed 
that "it is a fact that the formulation capacity could not be fully 
utilised, partly due to non-availability of packing materials with
in remained in· short supply and affected the production of the 
sterile and finishing block including glass vialing, eluminum caps, 
emplty relative capsules, ruber stoppers, etc. The 1)lant took mea
sures to have a glass vials factory as an ancilliary industry at 
Rishikesh. Unfortunately the Plad could not be commissioned 
due to power shortage. The Plant is commissioning this month after 
the Power supply is available. We hope the position regarding vials 
may get eased after March, 1974. The firm has also another unit at 
Pimpri. They could not meet our full requirements due to their 
commitments to Maharashtra industry and their shiftin·g of some of 
the machinery to Rishikesh which remained idle uptill now. 

2.264. In respect of the import plans under consideration and 
when these are likely to be implemented, so that formulation capa
city is utilised to the maximum extent possible, it has been stated 
that IDPL has supplied for Industrial Licence for a large number of 
items out of which the following have already been cleared/under 
clearance:-

r B. Complex Super Forte tablets 

2 Griseofulvin tablets 

3 Oxytetracycline Intramascular In; 

.. Ampicillir. Capsules 

S O1ewable Vite. 'C' tabs 

Date of 
application 

29-9-73 

17-4-73 

29-9-73 

Date of 
il8ue of 
letter of 
intent 



1a2 
~,-.------.-----. 

, 1 

6 Diasepam tablets 15-9-73 

7 Trime thoprinv+Sulphame thoxi- '. 
atole tablets 

8 Metronidiazole tables 15-9-73 

9 Chloramphonicol capsules 12-9-72 

10 Chlorempheniocol with streptomycin 
capsules Chloroquin tablets 12-9-72 

II Chloroquin tablets" :rS-9-73 

2.265. Out of these, the following are ::t'ready ~er manufacture 
and have been marketed thereby utillsing the formatic:w. capacity 
available at the Plant:-

1. Oxytetracycline Injections 10 ml-Human and veterinary. 

2. Oxytetracycline Injections 3{) ml"veterinary. 

3. Chloramphenical capsules. 

4. Chloramphenicals with Streptomycin Capsules. 

The other items are in the final stages of development and are 
likely to, be marketed in the 3.-6 months of time. 

In addition, a full range of veterinary products is under . deve
lopment and is likely to be marketed very shortly. 

Besides, IDPL have already applied for an Industrial Licetlce for 
the 'following items:-

1 FurllZilmide tablets 

2 Methyldopa. 

3 Doxychcline Hyclate caps 

<4 Indomethacin 

S Prenylamine Lactate 

Date of application 

2.99.73 

29'9'73 

12 II 73 

39 9 73 

DJte of issue of 
letter "r intent 
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2.266. We are also examining the possibility of introducing 
further newer formulations under the brand names out of the range 
of the items which are already canalised and which are likely to be 
canalised in the near future. With the introduction of all these 
formulations, we shall not only be able to utilise the formulation 
capacity available with the Plant but shall also be able to improve 
the trade sales of the company thereby improving the overall pro
fitability of the company." 

In this connection the Ministry stated as under :-

It is, however, not possible to make an assessment of the de
mand of various formulations vis-a-vis capacity available 

in the country since the numher of formulations with 
slightly varying formulas run into thousands and their 
demand fiuctuate from time to time depending upon the 
market conditions prevalent, incidence of diseases am.d 
seasonal variations. However, the Ministry is aware. that 
the present demand for the various formulation by the 
end of 1973-74 would be of the order of Rs. 300 crores which 
is likely to go up to Rs. 500 crores by the end of 1978-79. 
Of the above, the public sector constituted by IDPL and 
HAL account for a total production of Rs. 31.5 crores (Rs. 
2,2 crores for IDPL and Rs. 9.5 crores of HAL). However, 
the formation shore of the puhlic sector is about 5.6 per 
cent (IDPL accounting for a production of Rs. 11.5 crores 
and HAL approximately Rs. 5 crores making a total of 
Rs. 16.5 crores). 

The formulation capacity of IDPL had been utilised to the extent 
. possible based on orders availa,ble through Government institutions 
and trade. In most of the ca~es there had been no shortage of avai-
18lble bulk drug as well as imported barring a few exceptions where 
change in technology has temporarily resulted in shortfall in avail
ability like Penicillin, Sodium Procaine Penicillin and Streptomy
cin. With the completion of change in technology production is be
ing sta·bilised. by IDPL, at present imports of 36 bulk drugs are cana
lised through S.T.C. The requirements of these drugs are being met 
by the STC orin other cases by IDPL where they are themselves 
the distributing agency for 'bulk drugs. The Import Plans for .all 
such bulk drugs are finalised well before the commencement of the 
financial year. taking into account the overall requirements of the 
public sector as well as the private sector. The representatives of 
Ministry of Health, DGTD, STC and IDPL are associated while 
drawine up the import Plans and the Plans are later discussed in 



134 

the Import Advisory Committee meeting of the STC and reviewed 
every quarter in the Ministry. As a result of these measures situa
tions arise where formulators some time fall to lift the allocated 
quantities of bulk drugs as per the recommendations of the State 
Drug Controllers. Whenever there has been a shortfall in the total 
availability either due to late arrival of shipment or due to short
falls in production, a prorats a distribution had been made to the en
tire industry and the entire short-fall has -been equitably distributed 
to all the formulators n the country. The installed formulation capa
city and actually utilised capacities are usually at variance. 

The idle formulation capacity ABP is likely due to the marketed 
constraint. It is only in case of Sodium Penicillin, Procaine Peni
cillin and Streptomycin that it could have utilised the formulation 
capacity to a lar~r extent had more bulk drug been available to it. 
It may be mentioned that Sodoium Peni,illin and Procaine Penicil
lin are not being omported. 

Allocations of ·bulk drugs imported through STC andlor distributed 
by IDPL were being made to various drug manufacturing firms on 
the replenishment basis i.e. the best of past two years' consumption 
till the end o,f 1972-73 the units in the organised sector were being 
allOWed incremential allocation of 15 per cent while the small scale 
units were being allowed incremental allocation of 30 per cent 
except in West Bengal where those were allowed incremental al
location of 50 per cent. Since other companies which were market
ing the various drugs could not be starved of their requirements, 
those were made available by IDPL. It Was for this reason that in 
case o~ the above-mentioned three drugs they were left with less 
bulk drugs than they could have marketed. It may be mentioned 
that quantities of imports for various drugs were decided on. the 
basis of country's estimated requirements in a particular year and 
the indigenous production ,expected in that year and therefore, 
varioUs companies are not allocated all that they demand. The re
commendations of the State Drug Controller concerned are also 
kept in view in making the allocation. From 1973-74 a slight change 
has been made in al! much as the units in the organised sector are 
not being given any incremental allocation, while the small scale 
units having a turnover exceeding Rs. 1 crore are being given incre
mental allocation of only 15 per cent, the units in the organised sec
tor can however, ask for larger allocation in case the licensed capa
city So justifies. 

IDPL has also to play its role in developing the drug· industry 88 

a whole in this country -and particularly in 'he small scale sector. 



135 

This is a social objective for which the price has to be paid by wq 
of lesser formulations by IDPL. Government however, have come to 
the "view that IDPL must also market formulations in adequate 
quantities because it is the formulations which are used by the con
sumers. The idea is that IDPL should increase the quantity of itl 
formulations 10 as to utilise 50 per cent or more of the bulk drug 
produced by it. It may be mentioned that in caSe of licences being 
issued since the last few years to all ctrug companies in the organised 
Mctor, a condition of making available a proportion of the bulk drug 
produced to non-associated formulators is bei1llg imposed. 

Not only is IDPL now being permitted to import the concerned 
bulk drug for its fOPmulations pending commencement of basic 
manufacture of the concerfted bulk drug by it, but it is allo being 
permitted to tak~ up formulati'1ns nt)t based on bulk drugs produc
ed by it e.g. Chloryamphenicol. These measures are expected to 
gradually lead to full utilisation of the formulation capacity by 
lDPL: 

~ stated above, the General position is that the capacity in .public 
sector is not being kept idle to enable the private sector formulators 
to utilise theIr formulation capacity. As a matter of fact represen
tatives of IDPL participated in the meetings where Import require
ments of the country assessed. However, IDPL are the monopoly 
producers of several bulk drugs, like Sulphaguinadine, Sulphadimi
dine, Analgin and Phenobarbitone and as producers of these Items 
they oWe a responsibility to other licencees whose capacity reqUire
ments have to be met by the Government either by way of import 
of through local production." 

2.268. It may be seen from the above that IDPL has been ,depend
ing upon the order recefYed from the OOftt'IIment institutions es
pecially becauSe the product-mix at present being m.nufaetured by 
IDPL is mainly meaat for use 1a hospitals and dispensaries. 

It has been stated that the formulation cc,-pacity of IDPL.could 
not be fully utilised, pany due to DOn-avaiJ.a'~ility of packing mate
rial which r.emainecl in abort .1lPPly and eifEl'Oted the production of 
the sterile and finished block capsules, rubber ltoppers, etC. The 
pljmt took measures to ha~e a glasl viale factory as an ancillary 
illdustry at Ri$hikesh. Unfortunately it could not be commissioned 
due to power shortage. We hQpe the posi,tion regarding vials may 
get eased after M~eh, 197:4. .The arm has also another unit at 
Pimpri. 1'hey cq",ld not meet full requirmnents of IDPL due to their 
625 L.S.-10. 
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commitments to Maharashtra industry and their shifUng of some of 
the machinery to RiBhikesh which remained idle uptil now. The
plant could utiliSe only a limited -capacity of 'vialling section due to 
non-availability of packing materials etc. The plant has aso already 
aeveloped some indigenous sources of supply for spare parts. The 
performance of spare parts received from the indigenous sources 
is satisfactory ,and there is no capacity loss on this account. In re
gard to vial, the ancillary industry located near the Plant is ex
pected to be commissioned shortly.' The details about Import Plarur 
have already been indicated above. 

2.269. The Committee find that out of total rated produdiolt 
of 290 tODDes of Antibiotics Plant, Rishikesh, a quantity of 165 ton
nes was to 1tein the form of readymacle drUls and the remaini~ 
125 tOl$leB in the bulk form. In October-November., 1910 the Com-
mittee were infonned by the Mjrustry that as against the rated 
capaelty of 218 tonnes based ·on the efficiency levels indicated by 
the Soviet Team in ,1969, existing formulation c:apacity was only 
115 tonnes. (80 tonnes for vialling, 25 tonnes for capsulation and 
10 tonnes for tabletting). The Committee find that the quantity 
formulated by IDPL has been less than even the reduced capacity of 
115 tonnes, the quantity actually formulated being only 19.23 metric 
tonnes in 1969-70, 40.03 metric tonDeS in 1,970-71, 71.20 me.tric tonnes 
in 1971-72, 55.29 metric tonnes in 1972-73, 22.02 metric tonnes in 
1973-74 (u~to September, 1973). The main reasons for the set baek 
to the formulation programme of IDPL have been the non-availability 
of packing. material likegl.ss vials, stGPpers and empty gelatine 
eapsules, non-utilisation of machine caplilcity because of inadequacy 
of spare parts. In order to rRise the utiiisation of formulation capa
city the plant is stated to have taken measures to have a glass vias 
factory as an ancillary industry at Risbikesh. The Plant has also 
developed some indJaeJlOus sf)wces of supply of paeking materials 
and spare parts. . 

2.270. The Committee fail to UIlderstand wily preveative mea .. -
res were not taken well in advanee to develop the manufacture of 
glass vfals and getatble ca~des to mateh the manulaeturiat' capa
eity of the Plant. The Ce»mmittee would like to 1te btformed withllt 
six months the ~onerete aetion taken by the . Govel'lllllent/IDPL tc. 
make good tlds deftcleney. 

2.2'11. The Committeeftnd that th.e demand for various formula
tions whieh was of the order of Bs. 300. erores by the ead of It~ 
74 is Ukeily to go up to B.s. 500 eroJ'Nby the end of Filth Plan i.e: 
1978-79. The preseat formulatlcm Yare .f publle seet.r .. ltatea to 
be about 5.6 per eent (mPL aceounting for a production of Rs. 11.5 
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crores aDd IliBdustaD AIltibioties ltd .• pproximately RI. 6 erons). 
By the end of 1978-79 the formulation capacity of the public see
tor is likely to Iae raised to Bs. 31.5 uores (BI. 2Z erores for JDPI.i 
and Rs. 9.5 c:rores for Hindustan Antibiotics Ltd;). As a result the 
share of Public Sector would increall!e to 6.4 per cent by 1978-7 •• 
Government have denied that the capacity in public sector was 
being deliberately kept low to enable the private sector formulators 
to ut.ilito:e their 10rlU.ulaCc1l Cal'ad'JI' Th~". haw", 11""" .. "",& ......... u~ 
that idle formulation capacity in Antibiotics Plant is largely due 
to the market c.atraint except in the case of Penicillin and Stre
phomycine where capacity to a large extent couJA bave been uti
lised had more bulk drug been avalhlble. It. has been stated by Gov
ernment that "IDPL has also to play its role in developing the 
drug industry as a whole in the country and particularly in the 
small scale sectors;" This, it has been stated, "is a social .objective, 
for which the price has to be paid by way .of less.er formulations It)' 
IDPL." The C·ommittee have been assured by Government that 
since formulations is a profita'l)le activity the idea is that the IDPL 
sh01ild increase the quantity .of its furmulatiun so as to utilise 50 
per cent .or more of the bulk drugs produced by it. As a matter of 
fact, since the last few years, Government are stated to be insisting 
on all drug companies in the organised s.ector to make available 
portion .of the bulk drug pllOduced tullon-associated formu.lators. It 
has also been stated that IDPL is now being permitted nOt onJyto 
import the cbncerned bulk drug for its· fermulations 'nit is also 1te
iog alluwed to take up formulations not b8se4-onbulk drugs pro
duced by it, for example, chloramphen.icoI. The Guvernment have 
claimed that these measvres wuuld gradually lead t.o full utilisa
tion of formulation capacity by IDPL. 

2.272. Tbe Committee wuuld like Government/Undertaking to 
remOVe the various constraints and draw up a .time bound prog
ramme to put tu full uSe its fqrmulation capacity in the interest of 
meeting the 4emand ·of public for drugs in common USe and to 
improving ita· financ;ialposition. The Committee wouli. like to be 
informed of the action taken by Govenunent. in. pursuance of tbis 
recommendation. ' 

PERFORMANCE OF JNDIVlDUAL:"SECTlONS 

2.273. Vials: The vialling section is meant for washing and steri .. 
lisation of glass vials, rubber stoppers etc. the filling of vials with 
antibiotics a.nd cap sealing and labelling of the filled vials. 

2.274. The section has a rated capacity of 150 million vials @ 5 
lakh vials a day for 300 days per annum. However, on account of 
variations in the <a) bulk density and size of the particles, (b) to]e-
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ranees of filling materials and '(c) sUbstitution of imported spare 
parts by indigenous spaTe parts, etc. ·the annual capacity of certified 
vials has-been assumed in the latest profitability repOf't as 108 mil
lion vials. The actual perfotmance has, however, been far below 
this capacitY as well a. the targets as per details given below:-

Year 
(," lalrk vi .. ,,) 

Targets Actuah Percen-
as per re- taie of 
vi,ed es- actuals 
timltes to targets 

(No.) 

----'"------------------.-_------------
1958-69 6%'50 1'01 1,62 

19~-70 307'77 106'47 34' 59 
1910-71 424'84 348'37 82'00 

1971-12 664'86 saO'93 78'35 
197%-73 593'00 396'22 66,82 

1~3·14 
(\&pto .\pril'13 to Sep:73) 

181'46 130'74 69'14 

2.274. It has been explained that reasons for ftxing the targets 
lower than the capacity w8I'e the limitations ariling out of uncer
tainty in the .upply of vials, rubber bungs, etc. the limited avai
lability of bulk drug. and the need to increase the production gra .. 
~~ I 

An analysis of item-wise viaUng indicated the following feature-
88:-

(i) Revised targets had not been achie'ved in respect of any 
I)f the Items in 1968·69 and 1969·70. During 1970·71 and 
1971-72 also, the revised targets could not be attained ex
cept in the case of Sodium Penicillin (2 lalth units) in 
19'70-71 and (5 lakh units) in 1971·72 and .Fortified Pro
cattle Penicillin (4 lakh units) in 11t70-71 and 1971·72. 

(it) Vialling of Fortifted Procaine PenieiWa (20 .lakh units) 
could not be taken up on account of delay in the import 
and installation of a microniser. 

In this connection, the Management have stated (September, 1973) 
as foUows:-

.. _ .• _ Microniaer bas been installed and commissioned in the 
month of September, 1972. The production of Fortified 
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Penicillin (20 lakh units) vials could not be taken up as 
it was found that the capability of filling machines to the 
required dose is not suitable unless one imported pan i.e. 
auger of higher capacity is available. Import action to 
produce this part is in hand." 

2.275. The short-fall in production has been attributed by the 
Management to the following factors:-

1968-69 Non·availability of bulk drugs and short supply of 
filling materials. 

1968-70 Limited availa,bility of bulk drugs 

and 

1970·71 

1911-'12 Interruptions in production due to power failure, nOD
availability of spares or poor quality of indigenously 
fabricated spares and non·availability /poor quality of 
packing materials. 

2.276. The Ministry have stated (October, 1973) the steps are 
being taken by the Company to step up .production to a rate of 7.50 
million vials per month in the fir.t inltance and then to step up to 
the achievable capacity of 9 million vials per monthly by next year. 

2.277. In this connection the Management stated as under:-

"The production capacity of vialling section was determined 
on the basis of ndI'IDS indicated in the literature given by 
the suppliers, after making due allowances for inefticive 
time. This exercise was- made in 1968 and the capacity 
was fixed at 120 mUlion vials per annum. 

The decision to instal a micronizer! was taken in January, 
19'11. The application for impo~t of micron!zer was sent 
to DGTD in February, 1971. Af!.er completing the forma
lities of licence, the order was placed in July, 1971 and 
the equipment was shipped on 3rd March, 1972. The 
eqUipment was cleared at the Bombay Port in May, 1972 
and received at the Plant on 7th August, 1972. The delay 
in receipt is, therefore, only procedural. The micronizer 
has already been installed and commissioned. 
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The plant could utilise only about 50 per cent of the available 
capacity of vialling section due to non-availability of 
packing materials, bulk drugs etc. 

As has been indicated earlier, the plant has already develop
ed indigenous sources of supply for spare parts. The 
performance of spare parts received from the indigenous 
sources is satisfactory and there is no capacity 1088 on 
this account. I,n regard to vials, an ancillary industry 
haa been located near the Plant which is going to be 
commissioned shortly. 

The plant is fully equiped to give an output of 9 million vials 
per month, provided there is no interruption in the avail-
ability of packing materials and vials." , 

2.278. Capsu.lation:-The rate~ capacity of Capsulation section 
which was commissioned in August, 1968, is 120 million capsules (@ 4 
lakh capsules a day for 300 days in a year) per annum: The annual 
output of certifted capsules as envisaged in the latest profitability 
report (after taking into account the rejection of capsules during 
filling, band sealing strip packing and sampling etc.)' is however 90 
million caps. 

2.279. The table below indicates the targets of capsulation and the 
actual there against for the last few years:-

1<)69-70 

1970-71 

1971-72 

1972-73 

Yellr 

.. 

1973-74 , , • 
(APril to Se~tel1lber 73) 

---_ .. _--

Tariets ~tuala %of .,,'tuaIs 
18 per (No.) to targets 
revised 
estimates 

(No.) 

-.. -------.. ----~ '--'--
62',0 t&'69 29'\10 

163'00 1,-0'67 91'44 

199' 11 254'47 J27' 77 

9OS'65 759' 10 83'31 

643'23 405'47 63'04 

398'54 4011'110 102'52 

N:>te : A'!tu,1s in 191I-12 inc1u1e 4'" 39 tat'! clpJules i->t manufactured thro\lih an 
outlide lIan,. 
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'In Ifhiswonnectiom. the Management stated (October, 1971) al 
foUGWs:-

''' ...... one of the constraints responsible for low production 
in the capsules section was the limited availability of 
hard gelatine capsules. In addition to arranging imports, 
!the Company has also taken the letter of intent for the 
.manufacture of 20,00,00,000 capsules." 

"2.280. The Ministry have stated (October, 1973) that "the Com
'Pany dropped the proposal for the manufactul'e of Gelatine Capsules 
-as suitable 'technology was not forthcoming for the manufacture of 
Gelatine Capsules. Additional capacities are also being created as 
a number of letters of intentflicences have been issued which are in 
"Various stages ot implementation." 

2.281. On being asked, whether any technical exercise undertaken 
by the "Management before reducing the capacity from 120 million 
capsules to 90 million capsules per annum if it will even by possible 
lor the Plant to achieve the capacity of 120 million capsules and how 
lar the Plant has been able to solve the problem of gelatine capsuleR, 
which acts as a constrant on the performance of this Section whether 
.similar ditBculties are eQcountered by the formulators in the Private 
lSector, the Management stated as under:-

'''The theoritical capacity in the encapsulation section 1s 120 
million per annum based on the suppliers' norms. How
ever, the experience of the plant with these high speed 
machines indicated the ineffective time arising out of the 
necessity of the frequent cleaning and .cjustment of 
machines was much higher than stipulated in the suppliers' 
norms. On the basis Of the actual experience Qf, the Plant, 
the capacity was placed to 90 million capsules per annum. 
However, with the installation of additional .f·mi-automatic 
tilling machines, the capacity has again ben revised to 120 
million capsules per annum. The plant has already achiev
ed the rated capacity level in this ~~tjon on the basis of 
monthly performance. ,,,' 

'Out of the three empty geletine capsules manufacturing con
cerns in the country only one party namelyMjs PCL are 
capable of supplying capsules suitable to our automatic 
capsUlation machines. The capsules manufactured by the 
by the other two plants give very high rejection (20-30 
per cent). As a result of discus~ons with MIs P.C.L., with 
respect of our specifications, they have been able to improve 
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their product to meet our quality standards. They have 
also expanded their capacity with the result that they can 
now meet our major requirement. The balance require
ment is either met from other two manufacturers or 
through imports. As most of the private sector industries 
in this field are having semi automatic tilling machine, they 
are not experiencing the same type of difficulties as we 
are feeling because of rigid specifications required for our 
automatic high speed machines. 

2.282. In this connection Ministry apprised the Committee as 
follows:-

• 

"No technical exercise was under taken by the Ministry before 
Company has on their own reduced their encapsulation 
capacity from 120 million per annum 1.0 90 million capsules 
per annum. 

The Technical Committee headed by Shri Borker has worked 
out the encapsulating capacity at 120 million capsules/ an
nu,m, after making allowances for preventive maintenance 
and other unavoidable operational delays, with four auto
matic capsule filling lines. In addition the capacity avail
able for semi-automatic capsuling machines has been esti
mated at 10 million capsules, totalling to an overall capsu
lating capacity of 130 million capsules/annum. -Depending 
upon the market demands, itsbould be possible for the 
-plant to achieve the capacity of 120 million capsulesl 
annum. 

IDPL installed 4 automatic capsule filling lines, with the idea 
of attaining large turnover. Most of the large houses 
manufacturing units have automatic filling lines. To feed 
this plant, it is necessary to provide gelatine capsules 
pr~uced from automatic filling lineS. To feed this plant,_ 
it is necessary to provide gelatins capsules produced! 
from automatic capsule manufacturing lines. Out of 
these automatic lines, it is possible to obtain capsules: 
having uniform shape and size, uniform thickness of the 
wall with no bulging at the end without any pin-holes 
in the capsule walls. The automatic encapsulating linea 
do not accept defective c8p&uIes. As a result, empty 
capsules produced by non-automatic plants get rejected 
to a large extent than those produced by automatic plants.. 
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As has been mentioned above, galatine capsules do not pose 
a problem at present to the company. It is meeting its, 
requirements by way of imports as well as procurement. 
from local manufacturers. Out of the empty gelatine 
capsules Companies in the country only one party viz. 
Mis Pharmaceuticals Capsules Laboratories are capable 
of supplying capsules suitable to IDPL's automatic cap
sUlation machines. The capsules manufactured by other 

give very high rejections (20-30 per cent) and are only 
used on semi-automatic machines. As a result of discus
sion with Mis. Pharmaceutical Capsules Laboratories" 
regarding IDPL's specifications, the former has been able 
to meet IDPL's quality standards and t:1ey have also 
expended their capacity with the result that they can. 
now by and large meet IDPL's reqUirements. The 
balance requirement is met either from other manufac-
turers or through imports. 

ThE! estimated requirements for hard galatine capsules duriDg~ 
1973-74 IS 1200 million in numbers. As against the above 
a capacity of 1400 million in numbers has already been 
licenced and installed. In addition, a capacity of another 
400 million is covered either by an Industrial Licence or 
a letter of Intent and further capacity" is' under conside
ration of the Government. It is expect.ed that the capa
city licenced and under consideration will materiaJ.i8e"
durin£, the Vth Plan period." 

283. Tabletting Section:-It has been stated" by the ManagemeBtt 
that this section was essentially intended for the production of Nyst .... 
tbl tablets. A. the production of Nystatin was- ltarted cnIy in Janu
ary, 1971 and has been under'trial production, the tableting section 
has not been used so far. Further, NystB1;in tablets- are not to be' 
produced in the near future in view of the very small market poten
tial. However, proposals are under consideration for development 
of tabletting of certain other drugs, such Q Tetracycline Hc1. (250' 
mg.) and Oxytetracycline Base (250 mg.) \ 

I 

2.284. Owing to non-commissioning of t.h1J section the plant and 
equipment worth Rs. 5.28 lakhs erected in December, 1967 continuesc 

to remain idle. 
2.285. In this connection, the M.inistry h~ stated (October, 1973) 

as follown:-

........ with the securing of a contract" with the Government. 
of Mahara.shtra for tablets' of Tetracycline Hcl: (250 mg.)! 
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the section was utilised in 1972-73 for tableting the require· 
ments of this order viz. 9-10 lakhs of tablets. Develop • 
.ment of tetracycline tablets of higher dosage (500 mg.) 
is also under way in the formulations process laboratory 
which will enable utilisation of part of the capacity of the 
tableting section. It is also proposed to produce Griseoful
vin tablets from imported Griseofulvin bulk in the first 
stage. The Management have also decided to transfer one 
of the two machines of the Synthetic Drugs Plant to aug
ment tabletting capacity of that unit. 

'The value of equipment for Tabletting section started during 
1972-73 was Rs. 5.05 lakhs. During the yeaI' 1973-74 eqUip
ment valuing Rs. 0.25 lakhs have been transferred to SDP 
Hyderabad and the balance equipments in this section 
remained to the tune of Rs. 4.80 lakhs on 30th September, 
1973. 

~ection. 

2.286. In addition to the rejections at the bulk production stage 
referred to earlier certain rejections arise after formulating and 
:mUng into vials. The details of such rejections have been given 
in the Appendix V. J.t will be seen therefrom that the total in
crease in the cost due to rejection durin.g 1969-70 to 1971-72 (after 
taking into account the salvaged value of rejections viz. Rs. 4.52 
'akhs in 19f)9.70 Rs. 5.59 lakhs in 1970·71 and Rs. 12.69 lakhs in 
1971-72 amounted to Rs. 87.27 lakhs, Rs. 69.43 lakhs and Rs. 60.85 
~khs respe<:tively. 

The management have attributed (September, 1972) the following 
(main ,causes for the rejections:-

(i) High bacterial count in sterile area . 

. (U) Improper sterilisation temperature in the tunnel. 

(iii) Non-availability of suitable spare parts for the automatic 
filling machines. 

(iv) Shrei:lding of rubber particles by rubber stoppers. 

On being asked as to what effective steps hav~ been taken to 
~liminale the various causes of rejections. The Management in
'formed that the major causes of rejections of filled vials were lack 
of clarity, weight variation and non~terility. Strict checks at the 
"intermediate stages of processing and on the adjustment of the 
lDlachine have been "introduced to ensure elimination of rejection 
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on account of the first two reasons. As regards non-sterUity, air-
.conditioning system has been modified to ensure maintenance of 
,proper sterility parameters. The conditions of the sterile area are 
also monitered daily to ensure effective of control over the sterillty 
of the premises. These steps, it was claimed, had significantly re
duced the rejections of ftlled vials. 

Consumption Of Bulk in filling of capsuZes 

2.288. The capsules are required to be filled with a mmlmum 
.quantity of bulk as printed on the lable. A certain percentage 1s, 
however, added to the prescribed weight (after taking tnto account 
the stability, density and shelf life of the bulk), if neceuary to 
enable the product to retain the potency indicated on the label till 
the date of its expiry. 

2.289. The parameters for filling of the capsules as fixed by the 
Company on 1st April, 1969 and 18th January,. 1971 were as fol
lows:-

Tetracycline 
Overage and moisture 

Oxytetracycline 
Overage and moisture 

5 per cent 

7.8 percent 

2.290. Appendix VI incorporates the number of capsules ftlled 
-and the quantity of bulk utilised in filling in the last few years end-
-eel 30th September, 1973. The excess consumption of bulk over the 
norms ranged between 4 per cent and 15 per cent in case of Tetra
cycline and between 14 per'cent and 19 per cent in the case of Oxy
tetracycline. . In tpe case of tEitracycline excess consumption of 
-bulk over the norms was 7.11 per cent in 1972-73 and 2.21 per cent 
in '1973-74 (September, 1973) there was .no excess consumption. 

2.291. In the case of Oxytetracycline, excess consumption of bulk 
was 12.28 per cent in 1972-73 and 11.15 in 1973-':'4 (September, 1973). 
'The value of excess bulk consumed, after tak}ng into account the 
-credit for salvage collected, amounted to Rs. WM lakhs. It may be 
mentioned that, in the case of lUling of capsules got down by the 
Company from a private firm in November, 1971, the excess con
sumption was only 0.769 per cent over the theoretical norms. 

2.m. It has been stated that the relatively higher consumption 
~f bulk on filling machines was accounted for by the breakage of 
.capsules in processing as the filling machines can not take wide 
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variability in the size of empty capsules which is generany tlie
case with the indigenous supplies. In the case of the private firms 
machines rejections on account of variation in size of capsules are 
almost abtent." 

2.293. The Management stated (September, 1972) that " ..... . 
wIth the stability of production and improvement in the bulk den~ 
sity of the products action is on hand to eliminate reduce the over 
dozing incapsules during 1972-73 and onwards ...... ·, 

2.294. In a written note the Management informed the Committee 
that they have been examining the excess consumption over the 
norms from time ~. time and has taken steps to reduce the same. 
There has been considerable improvement in this regard over the 
last 2 years. 

HlolndUnl1 los.es of packing materials 

The profitahility report drawn up in March, 1970 provided the' 
following norms for handling losses:-

Class vials 
Capsules 

15 per cent 
5 per cent 

2.295. While the handling losses in the case of vials were within
the norms,' in the case Of capsules these were quite high in 1970-71 
and 19~1-72, as per details given below:-

Year 

1970-71 

1971-7a 

1972-73 

1973-74 

Clp!lIleelHcd 

(Nos.) 

19,03,"0 

181,OS,112 

248,94,570 

175,67,960 

366,95,140 

4IJ,69,200 

C,,.Rdct 1IIIed. 

(NOI.) 

23.67,500 

190,75,000 

276,88,000 

864.41,000 

29A3,00,oo 

4S,z6,5(l,oo 

BJlceIl uaed BEel. over s%. 
(N0a.) (NOI.) 

4,64,,., 3,6~A13 

9,69,188 63,867 

27.93.430 15.41,701 

88,73,040 49.94,642 

27,34,860 9,00,103 

40,9S,8oo 20,37,340 

2.~. About the criterian adopted by the Plant for the fixing of 
norms for handling 108ses of packing materials and how the per
cen.tage8 of rejections in capsulation and handling rosses of packing 



147 

materials compared with those obtaining in the Hindustan Antibio-
1ics Ltd., Pimpri, the Management informed the Committee that the 
criterian adopted by the Plant for fixing of norms for loss of pack:
ing material was on the basis of their experience of rejectionsl 
'breakages of indigenous materials on high speed automatic machines. 

2.297. Mis. Hindustan Antibiotics Ltd., Pimpri does not manufac* 
ture broad spectrum antibiotics which require encapsulation. The 
-question of comparing IDPL's norms with the Hindl.lstan Antibio
;tics Ltd., Pimpri, therefore does not arise. 

!.!18. The Committee find that the Profitability Report drawn up 
in March, IHO had provided for handline losses of packiuJ( materials 
to the extent of 15 per cent in elass vials aud Ii per ceut for capsules. 

While in the case of vials the handling losses were within the norms, 
in the case of capsules, however, these were quite high in 1970-71, 
and 1971-7& The excess over Dotm of 5 per cent bein, 15,«8,701 
numbers in It'7O-'71 anel "',N,M2 numbers in 1971*'7Z. The Commit
tee reeommend that the abnormal high handling losses incurred in 
the case of capsules may be investigated and concrete measures 
taken to bring such 10IIIeS within the norm fixed by the Maneeement 
themselves. 

1.299. The Committee Dote that the rejectloas in the eUe of 
Sodium Penicillin, Proc:ane Penicillin aad Itnpt~ydit Were mU4!h 
laigber than the DO!'IDs ad ranged between .e per cent to 5'7 per 
eeat of the tetal production and the total InCl'eMe in cost due to 
rejectiou pert&uu... to theSe three drop IIDlOuated to Rs. 5.18 crores 
from It68-1t to U71·'12. Tlte COlDlllittee Mve also '''e "1'9..,.. 
the l'eHOIIII put forward by the Manapmeat for lI"ch hi,.. rejec
tions and feel that these reasons aN Dot such U caDnot be remedied. 
"The Committee ur,. that NiIIediai Measures _.t be taken without 
delay te reduce if sot eI-iaat.e the njetti ..... thw aveld ... te. 

The Committee would like to draw pointed attention to the re
ported poor quality of raw materials. The Committee.tresI that 
steps should be taken to lee that raw materials of r84uisite qualify 
become avaUable. 

2.300. The Committee deprecate that apart from rejections of 
1lntibiotics in the course of JIII' ..... n detected by the Quality Con
trol, bulk antibiotics and formulations worth Rs. 8.82 lakhs and 
Rs. 1.06 lakhs respectively ,.uecI by tbe Quality Control were re
turned by the customers. The Committee would like this matter 
to be mvestiptecl thoro •• y and aD the" reqaisite mbaswres taeD 
to strengthen quality control so that such ftaws do not re-«eUr. 
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%.301. The Committee DOte that rejeetiODs not only arise in bulk 
production staee but also occur in the course of formulatine and 
fillinl' into vials. The Committee find that total increase in the cost 
of rejections durine 1969-70 to 1971-72 after taking into account sal
vaeed value of rejections viz. Rs. 4.5% lakhs in 1869-70, R.<i. 5.59 lakhs 
in 1,970-71 and Rs. 12.59 lakhs in 1971-72 amounted to Rs. 87.27 lakhs 
Rs. 69.43 lakhs and Rs. 60.85 lakhs respectively. The Management 
have attributed these rejections to high bacterial count in sterile 
area, improper sterilisation temperature in the tunnel, non-availabi. 
Iity of suitable spare parts for the automatic fUling machines, shred
ding of rubber particles by rubber stoppers. It bas been claimed 
that the steps taken by the Management like modifica,tion of air
conditioned systeBl and strict check 'at the intermed.iate stqes of the 
processing Streptomycin has significantly, reduced the rejections of 
filled vials. 

, , ,I • ; 

The' Committee would like Ole progress to be maintained in this 
regard and the position in~ima~: to the Committee ill due coune, 
based on the results of operation for the full ),eal" i.e. 1973-74. 

" 
2.302. The Committee note that the ManqemeDt had ,fixed para

metres' for filling up the capSUle's in April, 1969 and Januuy. 1971,
at 5 per cent for "over age and moisture" in the case of tetracycline 
and 7.8 per cent in the CIISe of, Oxtyetracyelibe. The Committee find 
that, the excess COJIsumpti.' of bulk over the nerms ranged from 4 
per cent to Ii per ceat .,the cue, of ,TetracyeU .. and between 14 
per eent and 1'9 .per teeDt in 197.2'-73, in the ea~ of OKytetracyclme. 
In 1973-73 tbe e*'UII,. CGDIIumption over' the 'Dormt' 'h&Wever came 
«iowa '0 2.G1 per centila the, C!8S8 ilf Tetracycline 'and 3.16 ~r ;~ent 
in the tl8S8 of Oxytetracycline;.J I ' Although the excess consomptiOlt 
has come down in Itq2-!73 aa comparecito' the \'Pl't!"ltui~yea1'S it is 
still ,more tban' the. a.-rns,and. tltat 01 the peivate ftrm to, whom the 
cOBtract wu Jiven'by tile Company fer ..... lation. ~;Committet'!' 
therefore, recommend that vigilance should continue to be exerdscd 
to see :that cODsumptiqn ~f bulll. in fil1i~1 ~f caR~ules does not 10 
'beyond' tile no~. The Com~hteefurther recommend that. the 
norni itseU should be reviewed in the light 'ott experience gained 
so as to bring the level of rejection even lower. 

D. Pro8taWlity 

HISTORICAL BACKGROUND 

~U03. The economicslprofttability of the Antibiotics Project was 
not indicated in the Detailed Project Report. It was, however, indi-
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cated in the Report submitted by the Soviet Expert to Government 
in October, 1958 that the gain on Chlorotetracycl1ne, Penicillin anet 
Streptomycin would be Rs. 154.3 million (per annum) on the total 
production of Rs, 218.6 millions (per annum) of these three products.. 
It was also indicated in the Report that based on the then existing 
prices of imported drugs and allowing a proftt of 10 per cent there
on, the Antibiotics Project would have a pay-back period of 4 years. 

2,304. In 1961, the Company during discussions with the Soviet .. 
Party obtained the estimates of the cost of prodll~tion. These esti
mates did not conform to the level of prices for varius CQtI1PODEi'llts 
of cost of producti9n and practices foUow~in the country. With .. 
view to enabling the Government to take a decision regarding the 
setting up of the Plant, the Company on (9th November, 1961) pre
pared an estimate in the light of the availability of raw materials, 
manpower, fuel and other indian practices with regard to deprecia
tion, . administrative charges and overheads, etc, While framing the 
estimates, the same quantities; of raw materials, labour, units or 
power _ and other basic services w~re adopted as wete indicated by 
the Soviet Experts . in the Project Report. These 'estimates showed" 
that the Antibiotics Project would' be a pf6fttable proposition from 
an economic point of view, apart from other praetice imd policy con-· 
siderations. 

Revision of the Estimates of PrOfitability 
2.303, The estimates of cost and profitability prepared in Novem

ber,. 1961 were revised by the Company on a numq~r of. occasions. 
after taking int9 a~count the capital inyestm~nt,. cosf of ~terials, 
labour overheads" selling prices, etc, The estilI~ates drawn up to 
January, 1968 were based on the data indicated in the .Project basecf' 
on the data indicated in the Project Report/Regements on the basis 
of full rated: production of 290 tonnes or 3,70,250 mlrds. (125 tonnes 
in the form of bulk and 165 tonnes in the form of formulations). The 
estimates were further revised in March, ,}970 and October, 1970 
Mainly' to tak~- into' aC«:oJ1l1t the reduced capacity 'ot- 2,89,300 mlrds. 
assessed in October, 1969 by the Soviet Team. 

2.304. The table below summarises the profitability of the Project 
as estimated by the Russians and the Company:-

(Rs. in csoce.) 

P .lrtic"lars A~ estUn'ltcd N.:>v, Oct. A, estimated by the Comp~ny 
by the April, Jan., March, Oct. 
Russians 196s 1967 le68 1970 1970 

Total cost S'90 g'48 8'61 14'SC> IS'30 1~'79 16'04 "'as 
Totalsalct Not indicated 28' 19 2S'O:> 28'00 30'43 32; 31f''\ 24'42 18, 38' 
Profit Not indicated 19' 71 16'39 13'So IS'13 16'S9 8'38 2' 10-
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2.305. The protttability study made in October, 1970 envisaged the 
.. Ie of drugs and formulations in the proportion of 36.64 respective
ly. According to the details worked out by the Management the 
profit projections inter alia indicated:-

(i) a loss of Rs. 16.95 lakhs on the sale of Procaine Penicillin 
and Streptomycin Sulphate in bulk and a loss of Rs. 59.82 
lakhs in vialling operations; and 

(U) a profit of Rs. 54.80 lakhs on Nysatin tablets. 
2.806. As mentioned in para 6.3.1, the production of Nystatin tab

'lets Is not to be undertaken In the near future 111 view of market 
constraint, the profit projection of Rs. 2.10 crores will, therefore, 
'Stand reduced to Rs. 1.56 crore •. 

2.307. The main reason for the reduction in the projected profits 
'from Rs. 16.59 crores in January, 1968 to Rs. 8.38 crores in March. 
1970 was the reduction in the Plant capacities on the basis of Pro-
1oco! of discussions. The reduction in the anticipated profits from 
its. 8.38 crores in March, 1970 to Rs. 2.10 crores in October, 1970 was 
mainly the result of drastic reduction in the selling prices due to 
the introduction of the Drugs (Prices Control) Order, 1970 and also 
the slight change in product-mix. 

Future Projections 

2.309. The table below. indicates the assessment of the profitabi
lity of the plant during the period from 1967-68 to 1970-80 as sub
mitted by the Company to Government from time to time together 
with the details of the actual loss incurred by the Plant for the years 
1967-68 to 1971-72: 

(R.I. ill habs) 

Ihte of IQOmllliOll to Govcfllllleat 
.......-.... ~ .... , • ------ • Ii 

3rd Oct.,19li9 12th N.)v., 14th Peb., 30fh Oct.,1 Actual 
1969 1910 j/4th Nov., lou-

1910 

a 3 4 S 6 

1967-68 (-)63"3$ Not submitted (-)63'35 Not submitted 55"71 

1958-59 (-)SOI" 91 -0.>- (-)SOI'91 ~:l- S~"S4 

s969~o (-)",14' SS (-)396' OS (-)401'14 (-)491'10 491'05 

·To: 1059 as in:ii(;Jted in the last c;)lumn is inclusive of prior period adjustment 
ill the years in which th:se mO'e accounted for. 
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1 2 3 • 5 6 
----
1970-.71 (-)154'01 (-)"*9'24 (-)55' 13 (-)435'03 4 64'77 ' 

1971-72 (-)105'89 (+)344'27 (+)34,1' 27 (+)188'35 250'83 

1972-73 (+)333'74 (+)356- 24 (+-)356-25 (+)210'69 

1974-75 (+ )366'12 (+)568' 56 (+ )568- 56 (+)234' 60 

1975-76 (+))99-70 (+ )617' 38 (+ )617- 38 (+ )260' 18 

1976-77 (+)435- 63 (+ )666' 18 (+ )666- 18 (I' )287- 55 

1977-78 Not submitted Not submitted Not submitted 

1978-79 D.). Do. Do. (+))81'71 
!'1i ... 

1979-80 Do. Du. 'fj~. . (+ ))91-88 

--'--
2.311. 1be above profitability studies were made by the Manage-

ment on the following assumptions:-

(a) Attainment of full rated production from 1971-72 and for 
the earlier years on the basis ot anticipations of likely 
production. 

(b) Sale of b~lk and formulations in certain assumed propor
tions. 

(c) Availability of raw materials and balancing drugs at the 
prices current at the time of making studies. 

(d) Salaries and benefits at the rates ruling at the time of 
making projections. ' 

(e) Bulk sales and formulation sales on the prices notified by 
Government in May, 1970 (in the case of study made in 
October, 1970). 

(f) Reglement norms on the basis of the Indian Specialists. 

2.312. The Plant had already incurred the cumulative loss of 
Rs. 17.72 crores upto 31st March, 1972. Assuming that the Company 
will be in a position to attain the rated capacity by the last quarter 
of 1973-74 and achieve the anticipations of profitability during 1974-
75 to 1979-80 it will merely be wiping oft' the past losses and no re
turn on investment will accrue to Government. 
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2.313. The Ministry in a written note further stated as under:

"Profitability-revision of 

The profitability study made in 1970 was based on the revised 
capacities of various products assessed after the Protocol of dis
cussions, of the various technical problems and factors limiting the 
capacities as envisaged in the Project Report, with the Delegation 
of 'USSR Medical Industry in October, 1969. As stated in the Proto
col of discussions itself, the attainment of the "Protocol Capacities" 
was again dependent on removal of certain limitations of equip
ments anCl facilities and on carrying out necessary modifications in 
existing facilities and methods. 

Varous schemes of work (in this connection viz., "New Works", 
"Priority 'Works", "Essential Facilities" were drawn up and got 
sanctioned by Government. These schemes were taken up imme
diately on sanction and are nearing completion. 

Reasons f,r;lr not attaining rated capacity in 1972-73: 

The rated capacities envisaged in the Protocol of Discussions 
could not be reached so far because the various schemes of work 
taken up to achieve rated capacities are still to be completed. Some 
technical problems particularly in respect of Penicillin, Streptomy
cin, Tetracycline, Oxytetracycline, Griseofulvin, a product which has 
to be included in the product-mix because of under-utilisation of 
capacity for Nystatin, due to market constraints for this product 
were discussed by the Indian Delegation with the Soviet Experts 
in Moscow in June, 1973 and 'certain decisions were taken the more 
important ones being:-

(i) Introduction of fresh strains, to be supplied by Soviet side, 
for Pencillin with higher activity. 

To use new strain for Streptomyc;:in, Tetracycline, Oxy
tetracycline and Griseofulvin with higher activity so 
that not only the capacities will be achieved but also in
creased. 

(iii) To adopt improved technology of fermentation and purifi
cation of Nystatin to improve shelf life. 

Revision 'of Profitability not opportune now: 

2.314. I14.s the above decision will involve change in media com
position, .IIorms for raw materials, as well as for utilities and also 
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in view of pending reVISIon of pay scales revised profitability will 
be more realistically assessed after these changes instrain, media 
composition and methodology have been tried in actual production 
and commercial production is actually commenced." 

.Break-even level 

The Soviet delegation during discussion in August/October, 
1969 had indicated that it would be possible to gradually reach the 
rate of production sufficient to enable the plant to break-even dur
ing the first quarter of 1971. On 10th March, 1970 the Company 
assessed the percentage of capacity at which each of the products 
would break-even. Thereafter, the Company, after the issue of 
Drugs (Prices Control) Order, 1970 dated 16th May, 1970, re-assess
ed the break-even levels, The table below indicates the product
wise break-even levels as assessed by the Company in March, 1970 
and October, 1970:-

Nlme of thc Protocol capl-
-product city 

-----------------------
Bre-lIk-even 
capacity 

(March, 1970) 

Break even as 
%ag~ to Pro
tocol capacity 

Break-even Break
capacity (0' tc- even IS 
ber, 1970) % age to 

protocol 
capacity 

-_._--._---------
2 

(mlrds,) 

1 Sod, Peni-
dllin 

53,000 

2 Procaine 
Penicillin 52,000 

3 Strepto-
my.?in Sulphate . 57,500 

(85,000)· 

4 Tetracycline 
Hel. 12,500 

5 Oxytetra-
cycline Hel. 25,000 

6 Nystatin 46,800 

3 

(mtrd~,) 

31,058 

93,610 

5,188 

4 

58'6 

162'8 

41' 5 

29'06 

9'0 

5 

(mlrds.) 

33,932 

3.950435 

8,93 1 

6 

64"02 

85'03 

11'45 

49'12 

14'01 

Notes :-1, In view of the limited denund for Ny~tatin. the Company ha. since decided 
to I!\'lnufactute 5 tonnes of Griseofulvin in the Nystatin Section ofthe Plant. 
However. the ren.ed break-even level after taking into account the prop.lIed 
production of Griseof'ulvin, hIS not been. worked out so far (Aucust, 1971) •• 

• 3. The production of streptomycin SUlphate would increaae to 85,000 mlrda; 
after the InstaUation of two-staJ'e dryer. 
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2.315. The break· even level for each of the products was moved 
upwards as per October, 1970 study mainly due to the introduction 
of Drugs (Prices Control) Order, 1970. In the case of the Strep
tomycin Sulphate, the break-even level works out to more than 4 
times the protocol capacities, proposed to be expanded for this 
drug. 

2.316. It is noticed that the Company achieved the break-even 
level in respect of Sodium Penicillin and Tetracycline Hel. in 1971-
72. In re,spect of other items, the production in 1971-72 was much 
below the break·even levels. 

2.317. The Management in a written note stated that no fresh 
estimates of profitability have been drawn up since March, 1970, 
in the light of actual operating conditions and product-mix and gene
ral rise in the cost of production and due to changes in raw mate
rials, consumption co-efficient the revised norms for which are yet 
to be laid down. 

2.318. The Management was asked as to how far the future pro
jections of profitability drawn up in October/November, 1970 were 
likely to materialise on the present indications specially, as certain 
aasumption on the basis of which the profitability study was drawn 
up in OctoberfNovember, 1970 do not hold good any longer. The 
Committee were mformed in a written note as under:-

"In the projection profitability report of October, 1970, it was 
assumed that after curtailing of prices by the Drug Prices 
Control Order, the plant will be able to make profit of 
Rs. 2.10 crores inclusive of profit of Rs. 58 lakhs on ac
count of Nystatin. It may be mentioned that it has not 
been possible to produce Nystatin, as there is no market 
for it. Therefore. this leaves a margin of Rs. 1.52 crores. 
Due to rise in input cost and on the achievement of the 
rated capacity for formulation and bulk as included in 
the profitability report of 1970, it would be possible only 
to make a m,u,ginal profit which may be equivalent to 
3.5 per cent on the capital invested." 

2.319. About the fresh estimates of profitability, break-even capa
city, the Ministry stated as follows in their written reply:-

''Np fresh estimates of profitability have been drawn up after 
October-November, 1970. In the light of actual operating 
conditions and product-mix and general rise in the cost of 

~ . production. 
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The projections of profitability drawn up in October-November, 
1970 are not likely to materialise for the following reasons:-

(1) continued problem of regular and steady power supply 
to the plant as also the problems of sterility and conse
quential compli~ations which have continued to plague 
the plant; 

(ii) the rise in the cost of raw materials and services and par
ticularly the steep rise in prices of these in the last few 
months. 

In view of substantial increase in prices of raw materials and 
services as mentioned above, the break-even capacity fix
ed in October, 1970 would not hold good. 

The prices of pencillins, streptomycin and tetracycline were 
inter alia fixed by Government in 1970 on the basis of a 

cost examination of a number of manufacturing units in 
the country. That examination was based on the data on 
manufacturing cost collected by the Tariff Commission in 
respect of 1965-66 and 1966-67. In view of the increases 
in cost of raw materials and services since then and parti
cularly the substantial increases which have occurred in 
the last few months, a revised costing has become neces
sary so that suitable revision of prices may be considered. 

This investigation is proposed to be taken up shortly. A 
realistic revised estpnate of profitability projections and 
fixation of break-even capacities will be possible only 
thereafter. 

As regards the problem of streptomycin sulphate, a significant 
factor in it app-ears to have been the low yield of the 
strain which was being utilised. The Soviet authorities 
have supplied a new and improved strain in November. 
1973 which is expected to give a yield of 8,000-10,000 
units/millions as against the yield of 3,500-4,000 units/ 
millions which was obtained from the strain so far in use. 
The results of the new improved strain can be assessed 
only after production therefrom stabilise. 
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For the Hindustan Antibiotics Ltd., an improved strain which 
is claimed to be capable of a yield of 18,000 units has re
cently been obtained from MIs. Glaxo. Results thereof in 
H.A.L. are also being watched. 

The Government constituted a Technical Committee in June 
1973 on the following terms of refe~ence:- >-

(1) To determine the installed capacities of IDPL's Antibio
tics Plant, Rishikesh and extent of utilisation of install
ed capacities. 

(2) To determine the factors responsible for inadequate pro
duction and the effectiveness of measures taken so far 
to augment the production of various antibiotics. 

(3) To suggest measures to be adopted for maximisation of 
production and for improving the overall economics of 
the plant. 

The Report of the Technical Committee has been considered 
by Government who have accepted all the recommenda
tions except those at 81. Nos. 9, 12, 17 which have been 
modified by Government. 

It does not appear possible to indicate any date by which the
plant can be predicted to break even. This will depend on 
solution to the various problems which have been affect
ing the plant such as that of regular and steady Dowel 
supply, sterility, etc. It will also depend on the succe!lS ot 
measures to be taken in the light of the recommendAtions 
of the above mentioned Technical Committee and on 
the revised prices for various antibiotics that might be
fixed by Government on the proposed investigation as 
mentioned above." 

2.320. The Committee find that tbe economies/profitability of 
tile AnUbioties Plaut, Rishlkesh was DOt Indicated in the Detailed 
Project Beport. In the Report prepared by the Soviet Expert, 
however, in October, 1958 it was indieated that the gain on Chloro
tetraeyeline, Penieillin and Streptomycin would be Rs. 154.3 mU
lion (p"r annum) on the total' production of Ra. 218.6 million pet 
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annum of these three products. It was also indicated in the Report 
!hat based on the then existing prices of imported drugs and allow-
109 the profit of 10 per cent thereon, the Antibiotics Project would 
have a pay.back period of 4 years. The estimates and CO!ilt ot pro
fitabilitl' were prepared in November, 1961. These estimate .. were 
revised on a number of occasions. The Committee find that the 
main reasons for the reduction in the project profits fro"l 16.59 
crores in January, 1968 to 8.38 crores in March, 1970 was the redue
tion in the capacity of the plant' on the basis of protocol dist·lJssion. 
The reduction in the anticipated profit from Rs. 8.38 crores in l'Iarcb, 
1970 to Rs. 2.10 crores in October, 1970 was mainly the result of 
drastic reduction in the selling prices due t'o the introduction of trae 
Dru2 Prices Control Order, 1970. These projection.. of profit!' did 
not materialise. On the contrary the plant incurrf!d losse~ tn the 
extent of Rs. 0.56 crores in 1967.68, Rs. 5.10 ('fores in J968·6'. 
Rs. 4.91 crores in 1969·70, as. 4.65 crores in 1970·71 and Ks. 2.51 
crores in 1971.72. The Commit'tee note that the plant achk~ed the 
break-even level in ret;pect of Sodium Pencillin and, Tf'tra r yclint~ 
Bel in 1'71-72. In respect of other items the production in 1971-72 
was much below the break-even level. It has been !itated by Gov. 
ernment that even the projections of profit'ability drawn U{I in Octo
ber-November, 1970 are not likely to be materialised oocause of 
continued problem of regular and steady power !ilupply. and the 
rise in the cost of raw materials and services. The Committe~ have 
been informed by Government' that "it does not appear possible 
to indicate any date by which the plant can be prf'!dicted tu break 
even." Now that decision on recommendations of Borker Com· 
mittee Report have since been taken by Governml"nt and thf' re
vised selling prices of bulk drugs announced by Government on 
19th April, 1974, fresh estimates of profitability may be drawn up as 
the last estimates were prepared more than 3 years ago 

E. Costing System 

2.321. The Plant is following the system of process costing where
under the cost of each antibiotics is determined process-wise. 

2.322. The Plant Authorities had not compiled any Cost Manual 
till (June, 1971). However, the proforma in which the cOtSt sheets 
are being compiled. was finalised in consultation with the Central 

Office. 

2.323. Although on the basis of monthly cost sheet a critical an
lysis of cost is prepared and discussed at the top Management level 
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in the Plant yet the critical analysis of cost on the basis of annual 
cost sheet is not prepared. The Ministry subsequently stated (Octo
ber, 1973) that the Manual has since ,been compiled and will be 
issued by the Company shortly. 

Cost Analysis 

2.324. In March 1970, the Management worked out the standard 
cost of the various bulk antibio1tics and formulations on the basis of 
following production level:-

Production level 

Bulk drugs formulations 

Vials 

:Z,88,178 mlrd. 

108 million 

C1psules 90 mJllions 

2.325. Appendix VII incorporates the details relating to the 
standard costs fixed ,and the actual cost of production for 1969-70 to 
1971-72. It will be seen from the details given in the Appendix that 
the actual cost of production had come down considerably in 1971-72 
as compared with the date for 1969-70 and 1970-71 except in respect 
of one item (Oxytetracycline Hcl.-capsules). Where the decline 
was marginal. The actual cost was, however, still much higher than 
the standard costs (except for Tetracycline Hc!. Capsules in 1971-
72 and Oxytetracycline Hcl-capsules in 1969-70) for the following 
reasons:-

(a) Production was less than the projections assumed for the 
calculation of standard costs. 

(b) Variable cost was higher on account of consumption co
efficient being higher than the reglement norms and higher 
percentage <>if rejections. 

The Management stated in a written note that: 

"The incidence of excess consumption of materials over the 
reglement norms is not readily available. The prepara
tion of product wise profitability on the basis of actual 
monthly cost of producti~ is being introduced from the 
current year. The extent to which the cost of production 
of each of the items has been affected by the higher per
centage of rejections is being worked out. It has been 
estimated that with the attainment of rated capacity and 



159 

the consumption c~-efficient of raw ·material and percent
age of rejection conforming to the norms, the cost of pro
duction including overheads of the total product-mix 
would compare fav~urably with the selling price. Norms 
are being fixed for raw materials, handling loss and utili
sation of services. Once the said norms are fixed it will 
be possible to localize areas of variation and take remedial 
steps." 

The Ministry stated in a written note as follows: 

"The cost of productio,n of each item is worked out, on the 
basis of over,all actual cost of its production, in the Month
ly Cost Sheet. Critical Review of the cost of each item 
vis-a-vis its standard cost is discussed every month at the 
Top Management level. The profitability ~r otherwise of 
each item is evident from the actual cost of production 
of each item and ,its sale pricel,approved price fixed by 
the Govt. under Drug (Price Control) Order, H170. The 
actual cost of each item vis-a-vis its standard cost is indi
cated in Appendix VI. 

2.326. The Committee find that it has been possible for the Mana
gement to reduce the cost of production considerably in 1971·72 as 
compared with the cost of production in 1969·70, 1970-71 except in 
respect of one item (oxytetracycline Bcl capsules) where the decline 
was marginal. The actual cost was, however, still much higher than 
the standard costs (except for Ox tetracycline BCL Sapsules) in 1971-
72 and Oxytetracycline BCL capsules 1969-70). It has been stated that 
production was less than the projections assumed for the calcula
tion of standard cost and the variable cost was higher on account of 
consumption co-eflcient being higher than the reglement norms and 
higher percentage of rejection. The Committee have been informed 
that a critical review of the cost of each item vis-a-vis its standard 
cost is conducted every month at the top management level. The 
'Committee recommend that the system of preparation of cost of each 
product on the basis of actual monthly cost of production may be in
troduced early and cost of production of each of the items which are 
atlected by the higher percentage of rejections may be worked out, 
critical analysis of cost on the basis of actual cost sheets may also be 
prepared. 

The Committee would like to be informed of the result. 

F. Research a,nd Development 

2.327. The detailed Project Report erivisaged the installatio,n of 
.a Pilot Plan to carry out experiments in improving manufactur~g 
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process and developing new antibiotics. In para 10.17 of the 46th 
Report (4th'Lok Sabha-April, 1969) also, the Committee on Public 
Undertakings had recommended the proper organisatio,n of the 
technological research and development of processes which would 
enable the plant to utilise the indigenous raw materials thereby 
reducing the cost of production. 

2.328. The progress made by the Company in this direction is 
indicated belo.w:-

(a) As a result of various studies undertaken in the Research 
and Development Sections qf the Plant various processes 
have been improved as well as s,ome new ,antibiotics 
found which may be of some use. These are still under 
investigation. Further work is needed for t.heir indenti
fication and development bO,th at Pilot Plant and com
mercial scale. 

(b) As againSfl: 32 raw materials required as per product-mix 
envisaged in the Detailed Project Report, the number of 
raw materials requiring to be imported has now come 
down to 22 with the discontinuance of the production of 
Chloro,tetracycline and Di-hydro-Streptomycin SUlphate. 
As a result of the efforts made, the Plant has been able to 
substitute potato starch partly soyabean catexol, chlorine 
cloth thick kapron doth. 

2.329. Out of 32 items, of raw materi.als required to be imported 
one item had been deleted due to discontinuance of Di-hydro
streptomycine sulphate. Out of 31 items, 13 item'i have been fully I 
partially substituted and four more items have been deleted. 

2.330. The table below indicates the expenditure incurred by the 
Plan on Research and Development during the last 4 ye,ars and its 
percentage to the total expenditure:-

Year 

1968-69 
1969-70 
1970-71 
1971-72 
1972-73 , 
1973-74, • 
(April-Sept, 73) 

Research 
& Deve-
lopment 

5'30 
S' 37 
4' 16 
5'64 
6·60 
2'96 

Total: 

Pilot Plant Total 
(RUpees in lakhs) 

4'96 10'26 
S'34 10'71 
S'9O 10'06 
5'36 11'00 
3. 80 10'40 
4'34 7'30 

%age to Remarks 
total ex-

penditure 

1'91 95% of the expendi-
1'71 ture was stated to 
1'00 have been spent on 
1'00 applied research and 
0'91 in touble shooting 
1'30 for the Plant prob-

lems. 

S9'73 
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The Ministry stated in a written note as under:

"Raw Materials iJl')ported at present are: 

1. Lactose Tech. 

2. Phenyl Acetamide 

3. Di,atomaceous Earth (Dicalite-47S) 

4. Activated Charcoal 'A' 

5. Twee-SO 

6. Soya bean Flour 

7. Potassium Ferrocynide 

8. Benzyl Thiocyanate 

9. Sugar of Milk 

10. Kapron Cloth 

11. F.PP-15 Clo,th 

12. Resin KB-4 P-2 

13. Resin KV -2-20 

"i. Resin EDE-lOP 

.i5. Resin SBS-3 

16. Resin KB-2 

17. Ammonium Thiocyanate 

18. Capsules (Packing materials) 

... 

;r 
\ 

Value of imprts during the years 1969-70 to 1972-73 is as under:-

-------_. ------
1969-70 

1910-71 

1971-12 

1972-13 

Rs. 6,n,054.oo 

Rs. 14121,189' 00 

Rs. 37.25,116' 00-

RS.27,92,OOO· 00 

Note: Value mentioned aboVie excludes customs duty. freight and 
other incidental expenses in rupees. 

Items fully or partly substituted amount to Rs. 182.64 lakhs on 
the basis of their annual requirement." 
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The Management stated in a written note that the plant has been 
:able to develop the foll~wingprocesaes through its R&D efforts:-

(i) Change of ion-exchange resin technology of extetracy
cline to precipitation technology. This has resulted in 
10 per cent increase in the yield and the new technology 
also avoids use of imported SBS-3 resin. 

,(ii) A mC¥iified technology for the preparation of tetracycline 
hydrochloride from technical base has been worked out 
and implemented in 1973 . 

. (iii) The technology in streptomysin purification was modified 
which has resulted in the improvement of biological poten
cy to 730 ulmg and above. 

(iv) A new technology for the purificatiCliD tetracycline has 
been worked out which will eliminate import of SBS-3 
resin and will ,also increase the yield. This is yet to be 
implemented in the main plant. 

2.331. As regards new products, several developmental problems 
. have been attended which include studies on new polypeptide anti
. biotics. The progress had also been made in the above in respect 
01 fermentation, recovery and purification ,and method of anti
microbial activities etc. 

2.332. It is further stated that the Ministry of Petroleum and 
'Chemicals has constituted a Co-ordination Committee comprising 
representatives of HAL and IDPL to pool their experience in pro
duction marketing and research activities. This Committee is sup
posed to meet at convenient intervals and provide avenues for mutual 
~cooperation. 

2.333. '1ple. plant is equipped with a good library to keep its tech
nologists abreast with the latest development in their fields of 
specialisation. -V,ariou8 technical journals and magazines are also 
'made available with a view to keep in touch o£ current development 
'in the field of manufacture of antibiotics. 

2.334. The present scope of activity of research and development 
aepartment is mainly limited to the solution of various technological 
-problems faced by the plant in additiOill to suggesting improvement 
in the processes and import substitution. With the gradual stabili
sation of technology the emphasis will have to shift more towards 
·developmental research aimed .at identifying new and more effective 
antibiotics. The -R&:D efforts are adequate to meet the current needs. 
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2.335. The Management has further stated that the main activities, 
of Research and Development during the last three years have been: 

(i) Resolution of production problems experienced in the pro
duction of drugs and antibiotics. 

(ii) Rationalisation and improvement of the existing techno
logy for the production of various drugs and antibiotics 
with a view to reduce the costs. 

(iii) Development ot. technology for the production of other 
drugs and antibiotics of therapeutic importaace which are' 
in short supply in the country. 

(iv) Substitution of imported raw materials in the production 
of drugs and 

(v) Development of technology for new drugs and antibiotics, 
no,t being manufactured in the country. 

2.336. As regards import substitution, the plant has been able to
substitute fully or partially eleven out of' thirty imported raw 
materials as per details given below:-

S.No. No. of item Annual req. 

I. Citexoi , 85 MT 

2. Lactose. 1214 MT 

3· P,ltato Starch 584 MT 

4· Phenyl acetamide roo MT 

5· Activated cub,:m 90 MT 

6. Seed mltcrial 9000 Bottles 

7· Thick Kapron Il 5000 Metres 

8. Chlorine cloth 6000 Metres 

9· Soy"bean fiOllr 1500-2000 MT 

10. Procaine HyJrochloride 50 MT 

II SBS-3 lon-exchange resin 

Total value Replacern~nt 
in lakhs (R,.) fullY,'PJrtialJy 

16'50 Fully 

40'00 PJ.rtially 

10'80 Fully 

27'00 Fully 

5'04 P"rtially 

14'00 Fully 

4'00 Partially 

2'40 Fully 

36'40 Fully 

26, So P"rtially 

Partially 

2.337. About the pace and results of research and developmeDt: 
being undertaken by the plant and the adequacy of the existing out-· 
lay on R&D for the purpose and goal to be attained; Hai80n betweeJlJ 
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the company and HAL in the matter of research and development of 
abtibiotics; the details of the process which have been improved and 
new antibiotics found by the plant when it is expected that the work 
relating to their identification ,and development both at pilQt plant 
and commercial scale be over, the Ministry informed the Committee 
in a written reply: 

"Research and developmental activity entails substantial ex
penditure as well as time. The results are not ,always 
very fruitful, and, as such, continued efforts are required 
to be made for achieving the goal. Research and deve
lopment activity could be aimed towards variQus objec
tives like (a) development of new drugs, (b) develop
ment of new technology for the existing drugs. 

(c) substitution of imported r,aw materials for the production of 
-drugs, and (d) rationalisatio,n and improvement in the existing tech
nology for the pr<X1uction of various drugs in the product mix etc. 
Presently, IDPL have been concentrating their attention mainly on 
the import substitution as well as resolution of the production prob
lems. As a result of va,rious studies undertaken in the plant certain 
processes are said to have been improved yielding stable bulk 
products. In the case of Sodium Penicillin, the earlier technology 
for its prcduction by the precipiatation process has been chang-

. ed to azeotropic distillation which is expected to give a much stabler 
product. In the case of Oxytetracycline, the ion-exchange process for 
its recovery from the filtered broth has been replaced by a precipi
tation process which avoid use of imported resin .. 

The table below indicates the expenditure by the ABP on research 
and development for the last 4 years:-

S.No. Year 

1 1969-10 

2 1910-11 

3 1911-72 

4 1912 -73 

R&D exp~nditltre 
in R,. lakhs 

10'71 

10'06 

II' 37 

10'40 

------
Total sales %ale of total 

in Rs. lakhs explriSlies 

------
136' 81 7'83 

489'98 2'06 

135'44 I'S6 

841' 16 I 24 

"Investment on drug development research forms substantial per
centage of the turnover of the dTUgB and pharmaceuticals industry 
in Europe. USA and Japan. The average investment varies between 
'S 'Per cent to 13 per cent of the turnover in the developed countries. 
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As against this, AB Plant has been spending to the extent between 
1 to 2 per cent during the last three years and only the year 1969-70 
it was about 8 per cent on their sales. 

it will be seen from the table above that the percentage on 
account of R&D expenditure in the recent years is only about 1 per 
cent of the sales turnO!ver, which by international standards is. no 
doubt, low. The company would therefore, need to spend more on 
R&D efforts. But in this regard the financial resources of the Com
pany would also have to be kept in view. Government have also 
been trying to! assist the party by procuring better." 

2.338. As regards liaison between HAL and IDPL Ministry stated 
that:-

"So far, there has not been any appreciable liaison between 
IDPL and HAL in the matter of research and development 
of antibiotics. The Scientists Committe~ comprising of 
senior scientists each from HAL, CDRI and NCL was, how
ever, appOinted in 1971, to suggest remedial measures for 
the improvement of potency of Streptomycin Sulphate. 
The recommendation by this Committee was submitted 
in June, 1972, and as a result of implementation of their 
recommendation, a marginal improvement in the potency 
of Streptomycin was a~hieved namely form an average of 
700 units to 710 units/mg. Since even this improvement 
was on the low side, the R&D Group of the company along 
with Soviet experts carried out further detailed stUdies 
and were able to identify more specific reasons for this 
low potency of Streptomycin, and the potency of strepto
mycin is now in the range of 730 units/mg. 

A Coordination Committee' com pari sing of the representatives 
of IDPL and HAL was also consitituted by the Ministry 
of Petroleum and Chemicals, to pool their experience in 
production, marketing and research activities. Thios Com
mittee has, so far, met on 5 occasions and as a result of 
mutual exchange of experience certain improvements like 
introduction of azeo-tropic distillation for isolation of So
dium Penicillin and improvement in extraction technology 
for Potassium Penicillin have been brought about. The re-

sults are, however, yet to be evaluated," 

2.339. The Borker Committee concluded that:-

"Undoubtedly, inadequate assimilation of technology and in
adequate management of operations have significantly 
contributed to the non-attainment of production targets. 
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we have been struck by the fact, that with limited excep
tion even key technical personnel on the plant are hope
lessly out of touch with developing trends in technology 
and concepts in the management of technology." 

2.340. The Committee have been informed that as a result of vari
ous studies undertaken in the Research and Development Section of 
the Plant, manufacturing process have been improved and new Anti
biotics found. The antibiotics are, however, still under investigation 
and further work is need for their identification. The Plant has been 
able to substitute fully 11 out of 30 items of raw materials. Expen
diture on Research and Development ranged between one per cent to 
1.97 per cent of the total expenditure during the period of 1968-69 to 
1973-74 (upto September, 1973). It has been stated that present 
scope of activity of Research and Development is mainly for solution 
of various technological problems faced by the plant in addition to 
suggesting improvements in the processes and import substitution. 
The Plant is equipped with a library to keep its technologists and 
scientists abreast with the latest developments in the fields of special
isation. The Borkar Committee which had the occasion to study the 
working of the plant has, however, observed "even key technical per
sonnel on the plant are hopelessly out of touch with developing 
trends in technological and concepts in the management of techno
logy." The Committee recommend that Government should under
take a eritical evaluation of the research and development activities 
of the Plant so that emphasis is laid towards development research 
aimed at identifying new and more effective antibiotics. Govern
ment should also ensure that the technical personnel in the plant 
keep themselves fully abreast of the latest technological develop
ments in the field of manufacture of antibiotics, so that in course of 
time they are in a better positi4n to attain higher operaional efficen
cies in the interest of optimum production. The Committee were also 
informed that though the Ministry of Petroleum and Chemicals has 
constituted a coordination Committee comprising representatives of 
HAL and IDPL to pool their experience in production marketing 
and research activities, there has not been any appreciable liaison 
between IDPL and H~ in the matter of R&D of antibiotics. The 
Committee desire that there should be greater coorcUnation in the 
R&D activities nor only between the two Public Undertakings but 
the Private Sector as well. 

2.341. Though the stock of raw materials in terms of months' con
sumption has come down year after year, it is still more than the 
prescribed limit of the buffer stock (i.e. 2 months for indigenous and 
6 months lor imported materials) in certain cases. The build-up of 
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the inventory over the normal prescribed limit in these cues has been 
ascribed by the Management to:-

(i) frequent chariges in the production plans; 

(ii) low oft-take in comparison to planned requirement; 

(iii) transportation in bi·gger lots as per the minimum load 
requirements of the road transport/wagon loads in case of 
items of low consumptionj 

(iv) failure of the suppliers to strictly adhere to the delivery 
schedulesj 

(v) changes due to technological requirementsj and 

(vi) imports take much more time due to present system 'Of 
getting import licence tendering and other formalities. 

Apart from the excessive stock hoIaings as compared to the 
buffer stock limits in certain cases, it was mentioned in the Annual 
Report of the Company for the 1971-72 that the Plant faced conside
rable difficulties in obtaining some essential raw materials from indi
genous suppliers in required quantity and according to the specifi
cation. In particular, there was difficulty in obtaining Supplies of 
ammunium sulphate, ammonium nitrate, hydrochloric acid, soda ash, 
empty capsules and rubber stoppers of required specification and 
qualities and desir-ed quantities. As regards emp~y capsules, it has 
been mentioned in the Annual Report that the Company is examining 
the possibility of setting up a plant for manufacture of capsules with 
foreign collaboration, for which it has already received a letter of 
intent from Government. To obviate the difficulties in securing 
supplies of other raw materials,' Company has decided to purchase 
materials in bulk from the manufacturers. The proposal for setting 
up a plant for the manufacture of capsules has, however, been 
droppOO. 

2.342. About the steps taken by the Management to ensure that 
the stock of raw materials, etc. on the one. hand, is not more than the 
prescribed limit of buffer stock and, on the other hand, there was 
'Shortage of essential raw materials in the required quantity and 
according to the specification the Management stated in a written 
reply as follows:-

"The inventory status of A and B class items is being reviewed 
every month to ensure tl'lM there is neither overstocking of 

625 L.S.-12. 
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the raw materials. beyond the prescribed buffer stock nor 
there is not stock out. For C class items the inventory is 
normally regulated on the basis of mini:najmaxima limits. 

Annual contracts for all items of raw materials are entered 
into wi.th the various suppliers. The delivery '.Schedules 
arc given two months in advance depending on the Plant's 
requirement and stock available in hand. , Exceptions 
have, however, been made in case of certain specific raw 
materials such as soya bean grains, mai'ze grains, etc. which 
have to be procured during the harvesting season. Inspite 
of such planning difficulties are presently being experienc
ed in the procurement of raw materials like formalin, 
methanol, oxalic add, butyl acetate, butanol, glass yials 
and maize grains based raw materials like corn steep 

. :·liquor, hydrol, maize starch and glucose,etc. 

(b) The difficulties in obtaining the supplies of Ammonia 
Sulphate and ammonia nitrate have been solved by enter
ing into a long term contract with Fertilizer Corporation 
of India in 1971-72. 

Prior to entering into contract with FCI, the plant worked with 
certain local parties who were required to reprocess the 
intermediate materials. This arrangement wa',s not only 
inadequate to meet our requirement in quantity but qua
lity was-not also upto the mark. The matter was brought 
to the notice of the Ministry of P&C j,n respect of ammonia 
sulphate and ammonia nitrate, hydraulic acid and soda· 
ash." 
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SIow-joving ~ftd non.moving items 

2.343. The slow-movinglnon·moving stores of the following' 
groups were reviewed by the Requirement Committee consisting or 
General Manager/Deputy General Manager (T), Finance and k-
counts Controller Purchase and Stores and Chief Maintenance En-
gineer during 197t·72 and stores of the value of Rs. 22.10 lakhs were 
declared surplus:-

Building mlterials 
Chemicals 
Electricals 
Raw materials . 
P.O.L. 

Total 

Ri. in lakh8 Remark: 

6' 33 The 81.lrp11.l~ mRterials 
J' 09* vall.ling Rs. 10' 99 
S' 97 lakhs are awaiting 
7' 78 dispo~als for more 
o· 93 than one year. 

12' 10 

*C'temicals worth Rs. 2899' 68 have since been transferred to Synthetic Drl',gs Plant" 
Hyderabad. 

2.344. The review of the remaining groups has not been conducted· 
(June, 1972). 

2.345. The Committee were further informed by Management 
that one more group has been reviewed and the following is the posi
tion of stores: 

Declared surplus 

RlW M'ltcrials 

Electricab 

BC!ilding Materials 

Glass-ware 

Chemicals 

Fixation of minimum, maximum and ordering levels 

Rs: in lakhs 

'4, 

5'65 

0' 31 

6'24 

1'99 

1'05 

2.2.' 66 

2.346. Out of 10,484 stores items as on 31st March, 1972 the maxi
mum, minimum and ordering levels were fixed for 412 items in 
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:February, 1969. AI however, the Plant has not come to full produc
tion level, the norms already fixed are under review. It was stated 
~July, 1972) by the Management that the work relating to fixation 
of maximum/minimum levels will be taken up when the production 
.has stabilised. 

2.347. As regards the progress made so far, in the matter of the 
review of the onrms already fixed as. well as the fixation of maxi
mum/minimum levels in other cases, the Management subsequently 
-stated in a written reply that maxima and minima limits were re
'Viewed in 1972-73 taking into consideration the consumption pattern 
and also vat'iabilJty in the lead time. DUring this review maximal 
minima of 546 items have been fixed up to February, 1973. Further 
review to bring more items under the system is in progress and it 
is expected that about 500 more items will be covered within next 
two months. This work is likely to be over within a period of next 
two years in respect of all items except some spare parts which are 
:basically stocked as insurance items. 

2.348. The Committee find that though the .stock of raw materials 
with the Antibiotics Plant in terms of month's conSumption has 
.£ome down year after year, it is still more than the prescribed limit 
,of the butler stock, that is two montlis for indigenous and six months 
for imported material in certain cases. The mangement have stated 
that the Itulid up of the inventory in these cas~ has been due to 
bequent changes in the production plans, lowotl take, transporta
tion in bigger lots, failure of the wpplier to strictly adhere' to deli
very sC"hedule, changes due to technological requirements, etc. The 
'Committee also find that according to the r,eview conducted by the 
Management in 1911~72 stores of the value of 22.10 lakhs were dec
lared surplus. Out of these stores and spares of the value of Rs. 
10.59 lakhs are awaiting disposed for move than one year. The 
"Management have also fixed minimum, maximum and reorderin, 
1evels for 546 items in February, 1973 out of 10,484 store items. The 
Dorms of the maximum and minimum limits were' reviewed by the 
Management in 1972-73. The Committee have been assured that this 
work will be over within a period of next two years in respect of 
all items except some sapre parts which are basically stocked as 
insurance items. The Committee recommend that the Management 
1Ihould expedite. this work and ensure that in no case, the stock 
of raw materials in terms of month's consumption exceeds the pres
cribed limit. 
;Clearance of consignments 

. 2.349. In December, 1962, a private firm of Bombay were appoint
oed. as the Company's clearing agents for an initial period of 3 years 
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With effect from 1st January, 1963 for clearing and forwarding of 
machin~ry and equipment imported from USSR and other countries. 
The contract which was signed on 6th June, 1963 was subsequently 
extend for a further period of 11 months i.e. up to 30th November, 
1966. According to the terms and conditions of the contract the 
cle3ring agents were to pay landing and all other port trust charges 
iri·thefirst instance and to claim reimbursement of the amount so 
Paid in bills, duly supported with relevant receipts. However, the 
Company after a meeting with the clearing agents inDecember~ 
1962 opened two Personal Deposit Accounts (in December, 1962 and 
March, 1966) with Port' Trust Authorities ,which amounted to a 
material deviation from the conditions attached to notice waiting 
tender. 

2.350. In this connection, the Management stated (July, 1971) as: 
follows:-

"No specific reasons have been recorded for opening the Pel"
sonal Deposit Account by the Plant. However, it appears 
from the note of discussions held on 27th December, 1~ 
between the then Project Administrator and the Clearing 
Agents that the question was discussed by them and a 
decision was taken to open the P.D. Account," 

2.350. Out of the various amounting deposited by the Project 
Authorities in these two Personal Deposit Accounts from time to. 
time, a sum of Rs. 29.13 lakhs was adjusted by the Port Trust Au
thorities on account of ground rent, wharfage, demurrage and mis
cellaneous expenditure. The incidence of demurrage included in 
the above amount worked out to Its. 27.35 lakhs (approx.). Out of 
this, a sum of Rs. 3.95 lakhs only was refunded by the Port Trust 
Autliorities and an amount of Rs. 0.24 lakh was written off by the· 
Company. 

2.351. It was held by the Company that the payment of demur
rage of the order of Rs. 23.16 lakhs was mainly due to the negli
gence on the part of the clearing agents in obtaining wagons, ex
peditious customs clearance, etc. As the agents had not furnished 
details and explanations for the demurrage incurred in spite of re
peated requests and reminders, the Company filed on 29th May. 
1970 an application with the District Judge, Dehradun for the ap
pointment of an Arbitrator. The decision of the Court is still (July. 
~973) awaited. Meanwhile, the Company has also approached the
Trust Authorities for the refU"ld nfthe balance amount of demurrage_ 
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2.332. The Management info!'llled the Committee 'in a: written 
reply e.s follows:-

·In terms of the contracts, the Clearing Agents were entitled 
for payment on account of the following:-

(1) Agency fee (2) Tramport unci L~bcur charges (3) 
Crane and sjding charges (4) Loading and unloading 
(5) . lot inspec.tion fee (6) Rly. freight and siding (7) 
survey attendance fee (8) Post ad Telegram charges 
(9) custom examination fee (10) Packing and Lashing 
charges (11) Stacking & sorting charges (12) Repair 
charges. 

Clearing agents were required to submit the bill for reimburse
ment of expenditure incurred by them. During the years 1963-64 to 
1006-67 a sum of Rs. 8,33,894.06 was paid to the clearing agents on 
the presentation of the bills as detailed below:-

J964-65 

1965-66 

1956-67 

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

Rs. 

1,61,691'35 

3,01,419' 54 

1,63.3 Jg'14 

'2.353. These amounts include Rs. 2.57 lakhs on account 'of se~ 
vice charges and Rs. 6.07 lakhs for making payments against freight 
and stevedoring to the Shipping Companies. -There had been cer .. 
tain discrepancies in these bills and as such these payments were 
treated as advance initially but on receipt of clarification a sum o{ 
Rs. 6,48,708.62 had been finally adjusted in accounts and balance 
amount is being shown as an advance. 

2.354. Case for refund with BPr authorities is being pursued: 
the highest level. 

Case for refund the demurrage charges is being pressed as suen 
charges have been paid out of the P.D. Account. Further examina
tion will be possible after the Court case is decided. 

2.355. The Committee note that in December, 1962 the private 
tina of Bombay was appointed as the Company's dearing agent for 
e~inc and' forwardiag all machinery and· equipment imported 
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!rom USSR and other eountriee. Aceordia, to the terms uuI coa
ditions of the Contract, the Clearing A,ents wer;e to Pay landing 
and all other Port Trust charges in the first instance and to' claim 
I'eimbursement of the amount so paid in bills, duly supported with 
relevant receipt. However, the Company opened two Personal de
posit accounts (December, 1972 and Mal'ch, L966) with Port Trust 
Authorities. Opening of these accounts was a material deviation 
from the conditions attached to the notice inviting tender. Specifie 
reasons for opening these accounts by the plant are not on record. 
Out of the amounts d"posited by the Project .\uthorities a sum of 
Rs. 29.13 lakhs was adjusted by the Port Trust Authorities on ac
COUllt of ground rent wharfage and demurrage. The incident of 
demurrage included in that amount demurrage worked out to Rs. 
27.37 lakbs (Approx.) Out of this, a sum of as. 3.95 lakbs only 
was refun~ed by the Port Trust Authorities and an amount of &. 
0.24 lakhs was written off by the Company. According to the Com
pany, the payment of demurrage of the order of Rs. 23.16 lakhs was 
mainly due to the negligence on the part of the clearing agents in 
obtaining wagons, expeditious customs dearance. The Committee 
feel that IDPL should have recovered the amount of demurrage 
from the clearing charges. As the matter is now stated to be pend
ing in a Court of Law, the Committee would refrain from offering 
any comment.s at this stage. The Committee, however, recommend 
that the whole position may be reviewed by the Management after 
the case has been decided by the Court. The Committee would like 
,tl) be informed of the final poSition. 

H. Man Power analysis 

2.356. The DetaIled Project Report indicated the man power 
norms on the basis of optimum production. However, as the opera
tionul practices and labour efficiencies' in the USSR were different 
from those in India, the Board in November, 1966 appointed a Com
mittee 'to assess the requirements of man power. The Committee 
did not do any investigation and in August, 1967, the Industrial 
Engineering Department was set up by the Company for the assess· 
ment of the man power requirements of the Plant. The preliminary 
studies made by the Department showed that the Project Report 
figures could form a reasonable basis for manning Technical De
partments and the assessment was placed at 2174 for Depratments 
within the perimeter wall of the Plant. 

,It was also ,felt by the Management that certain adjustments 
were necessary to mflintain, optimum level of operation. The de
~:jled Indus.trial Engineering Studies were, therefore, taken up at 
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the Plant level to assess objectively the work load in each section. 
The revised assessment has So far (September, 1972) been comp
leted in case of five out of the six blocks. 

Appendix VIn incorporates. the requirements of man power as 
indicated in the Detailed Project Report and assessed by the Indus
trial Engineering Department (original and revised) together with 
the actual employment there against during each of the three finan
cial years ending on 31st March, 1970- 1971 and 1972. 

2.357. Justifying the excessive manpower especially as the Plant 
is yet to attain the capacities as per protocol, the Management 
stated in a written note as under :-

"The man power requirement of the plant was worked out 
by the Industrial Engineering Department at the rated 
capacity level. for s~b.ilised operations. In the commis
sioning and trlEd period, hOlWever, the requ~ment of 
staff Was slightly higher becalJse of running in difficulties 
of the equipment and the extra cleaning and up-keep 
act~vities necessary to bring the premises to the techno
logical norms. The manpower on the regular establish
ment is lower than the strength recommended by the 
Industrial Engineering Department. The muster roll and 
work charged staff is for casual and modification jobs and 
will have to be either retrenched or absorbed against the 
requirement of expanded capacity. 

2.358. The lED has not yet' undertaken the studies for assess
ment of manpower requirement for R&D Department and 
Administrative Block. The other departments have already been 
covered as is indicated in the Audit Report. 

2.359. The ryIini~try also stated as follows in this regard:
"The employment position in the plant as on 30-6-1973 was as 

follows:-

S.No Nlline of Block Re.gldar W CMR Total 

1 R&M & Block for p:rlHration of 
culture media 3113 16 47 446 

2. Recovery and Purification Block 416 34 31 481 
3· Sterile and Finishing Block 418 so H 50 3 
4· L~.b)r;\tory, Q~dity Cmtrol, Pilot 

Plaut and A+nll H,)u~e 214 ~ as 3 l J 
S· M'linte'lllnce & A'\xillr.ry Service 

Block 8·)8 129 30 1 1237 
6. Aclmn. Block (Tech) .' 41 47 

2346 253 444 3043 
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2.360. It will be seen: that the manpower of rt:!gulat' establish
ment does not ~xceerl the 1>tren,rr,th recommended by the Industrial 
Engineering Dep!t. The ex('ess ml'lnnQWer rises slowly from the 
strff employed en wle and Muster R?ll basis. 

The lack of regular and steady power supply and the problems 
of sterility, etc., on the one hand cause loss in nroduction and on 
the other create complications for tackling with extra manpower 
becomes necessary. Hence the situation that while on the one hand 
the Plant is yet to attain the capacities as per protocol, the total 
manpower employed is in excoss." 

2.361. The Committee note that the Detailed Project Report had 
indicated the manpower norm on the basis of olJtimum production. 
But as the operatiofnal practices and labour efficiencies in the 
USSR were difterent from those in 'india, the Board of Directors 
appointed a Committee in November, 1966 to assess the requirements 
of manpower. The Committee, however, did not do any investi
gation. In August, 1967, the Industrial Engineering Department 
was set up by the Company for the ascssment of the manpower 
requirement of the Plant. The Department asessed the requuire
ment at 2174 within the peremeter wall of the plant. In September, 
1972 a revised assessment was made by the Industrial Engineering 
Department. The revised strength fixed for the plant was 2297. For 
five out of the six blocks the present strength of staff on 30.6.73 is 
3043 which includes the staff employed on work charge and muster 
roll basis. The regular strength is 2346 including 47 personnel for 
the 6th Block for which study is still to be completed, and it does 
not exceed the overall strength recommended by the Industrial 
Engineering Department. The Committee recommend Government 
IDPL should ensure that unless the requirements of higher pro
duction demand, moreover staft strength of the plant may be kept 
within the assessed level. 

The Committee would also like to be informed in due course. of 
the staff for the sixth block, i.e. Administrative Block':"'Technical 
and Research & Development Department. 

Tf¥lining 

2.362. The plant is having a small training cell which essentially 
caters to the needs of operatives and supervisory staff. The need of 
executive development is at present being met by sending executi
ves to outside courses organised by specialised agencies like Natio
nal Production Council and Administtative Staff College, Hydefabad •. 
etc. 
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2.363. Apart from imparting induction trading to the employees,. 
the Training Department is engaged in refresher courses designed 
to upgrade the skill of the existing work force. Special program
mes are also being organised for under-qua:1ified staff so as to im
part them necessary skill for their present and future assign
ments. The training programmes are also organised with the help 
of the faculty drawn from National Prodvctivi ty Council on vari
ous a~pects of plant operations. 

2.364. No specific terms and conditions are required to be fulfil
led by the employees to become eligible for such train.i l1g program
me excepting that the level of participation is pre-determined. 
However, for sponsoring candidates for training programmes in 
foreign countries and for induction training of fresh entrants, the' 
trainees are required to execute a bOIld. 

2.365. The expenditure incurred by the Company on each trainee 
depends on the type of course and its venue. 

2.366. The participation in such training programme is aimed at 
improving the skill of the work force of the plant and has, thus 
helped in stabiliSing of technology and achievement of norms pres-, 
cribed in the reglement. . -

2.367. The details of expenditure incurred on training program-, 
me during the last 3 years is given below:-

1970-71 

1971-72 

1972-73 

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

R~. 46,139' ()(j 

-Rs. 44,716'00 

Rs. SS,Sl5' 00 

--,------------_. -, 
N )n-:niorcem :nt of the term, of hond txccut.cd by the rrail'ccs. 

2.368. In terms of the bond executed by the trainees, they were 
required to serve the Company for a minimum priod of 3 years 
after completion of the training. In the event of their failure to do 
so, they were liable to refund- . 

(a) amounts ranging from Rs. 300 to Rs. 1000 with reference 
to the year of leaving service in the case of apprentice 
trainees; and . . 

(b) the entire amount of pay and allowances drawn during 
the period of training plus other expenditure, if any, in 
th~ case of Senior Scientific AssistantslAssistantj Fore..
men I Opera tors, etc. 



173 

2.369. Between 21st December, 1966 and 10th May, 1971 as many 
as 78 trainees left the Company either before or after the comple
tion of training. Out of these, 15 trainees did not· draw any stipend 
during the period of their training. The am9unt· ;cecoverable from 
the remaining 63 trainees was assessed (June,' 1972) at Rs .. 71,814.96. 

2.370. Out of these, 13 trainees had resigned maiply due, to 
family circumstances and their resignations had been accepted on 
compassionate grounds. The amount recoverable from 50 trainees, 
who had discontinued attending dutie~, withollt any notice or infor
mation, worked out to Rs. 42,190.96. As regards non-recovery of 
the amounts recoverable from these trainees the Management stat
ed (October. 1970) as follows:-

" ... " . the persons who h,ad left th.e plant.eitherdur.in~ the 
period of training or after completion of the training were 
contanted at their given addresses to. pay nece~sary amount 
on account of non-fulfilment of co~ditions of the bonds 
executed by them in favour of the Company. In all 
cases either, such correspondence remained un replied in 
spite of repeated reminders or our letters we're returned 
undelivered by the postal authorities.. 'To' avoid such 
situations we have since introduced a clause iIi the ,draft 
bond where, besides personal undertaking, such trainees 
are required to give a surety for the 1 fu~filmetll or' ' the 
conditions of the bond by the appoihtee ...... ' .. " " 

2.371. The Committee were informed by the Management in a 
'Written reply that the amount of Rs. 42,190,96 which would not be 
recovered from the trainees has not been written off. The clause 
relating to giving of surety was inserted from June, 1969. In all 
~ases, the trainees are now required to sign the bond in the revised 
form. 

2.372. About the trainees and foreign experts the Ministry infor
med the Committee in a written note as undel';4' ' , . '.. '; 

"There were 50 trainees in the pi ant as on' 31.3.1973~~ 

I. IDTIL Graduate Engineers Apprentices ~cheme -3 

II. Government of India practical 
Scheme. 

II. Under Apprentices Act, 1961. 

training 
'0 

stipends 
-9 

-38 

The Plant has 'been experiencing diffiCl1h~in the recruitment 
of Apprentices under the Apprentices ~t, 1962. specially 
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in the trades of Boiler attendents, Air-Conditioning ami 
Refrigeration M"echenics, Surveyor (Civil) etc. 

RegJrding trained manpower, posts of instruments mcchanica;. 
Cost assistantslAccountants are relatively difficult to fUl. 

(b) The number of Soviet technicians working at the Antibiotics. 
Plant during the last four years was :-

Year No. of Soviet 
technicians. 

1969-10 9 

1970-1r 20 

1911-72 3 

r972-73 3 

At present, only one Soviet Expert with an interpreter is working 
at the Antibiotics Plant. Employment of Soviet Experts in the Plant 
is constantly under review. However, we have to draw upon their 
services whenever considered necessary to overcome technologicall 
shortcomings achieving efficiencies and planned capacities/rated 
capacities indicated in the Project Report. 

The operational expenditure on sOviet Experts from the dates 
of commissioning to 31.3.1973 js Rs. 27.97 lakhs." 

2.373. The Committee note that Antibiotics Plant, Rishikesh ill 
having a small training cell which essentially caters to the \needs of 
operatives supervisory staff. Apart from imparting industrial 
training, the Department is engaged in arranging refresher courses 
designed to upgrade the skill of the existing workers. In organisinc 
the training programmes help is also taken of the specialised agencies 
like the National Productivity Council. The Committee find the 
expenditure incurred by the plant on training programmes has 
increased from Ks. 46,000 in 1970-71 to Ks. 55,000 in 1972·73. 

2.374. The Committee find that as between 21st December, 1968 
and 10th May, 1971 as many as 78 trainees had left the Company 
either beore or after the completion of their training. Out of these 
50 trainees, .however, did not draw any stipend during the period 
of their training. The amount recoverable from the 63 trainees was 
assessed at Ks. 71.814. Out of these 13 trainees resigned mainly 
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~u~ to .fam,i1y circumstances. Amount recoverable from .the remain ... 
ing' 15 trainees who discontinued attending duties without any infor-' 
mation Or notices works out to Rs. 42,190. It has not been possible 
fer the Plant to. recover the amount so far despite repeated remin .. · 
ders. To avoid such situations the plant introduced in June, 1969 a 
.:lause in the draft bond where, besides personal undertaking, such 
trainees were required to give a surety for the fulfilment of the 
conditions of the bond. The Committee are surprised tnat such a 
surety was not insited upon by the Management prior to June, 1969. 
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~VNTHETICDRUGS PLANT, HYDERABAD 

A. Project Estimates 

3.1. As in the case of other plants of IDPL, the estimates of the 
Synthetic Dru~ Ph~l1t wcrc' also revised on a number of occasions 
prior to their sanction by Government in October, 1966. The Ap
pen~ix IX compares' the estimates of costs sanctioned by Govern
ment in October, 1966, as revised by the Company in 1968 and ap
proved by Government in August, 1971, the actual expendIture i~ 
curr.ed up to 31st March, 1972 and the further e!'pep.!iiture to be in
curred to complete the Profect. 

There was a reduction of .Rs. 109.48 lakhs under civil works in 
·succeeding paragraphs. 

There was a reduction of Rs. 109.48 lakhs under civil works in 
the approveti estimates of August, 1971 over the approved esifmates 
of October, 1966. This was mainly dUe to pruning of the civil cons
truction works both under Factory and Township. 

3.2. In this connection, the Ministry in a written reply apprised 
the Committee as under=- . 

Reduction of Rs. 109.48 lakhs under civil works comprised 
Rs. 66.82 lakhs under "Township" and a sum of Rs. 42.56 
lakhs under 'Factory.' The reduction in cas~ of 'Township' 
was due to pruning cif expenditure on bl.f1ldings conse
quent on declaration of emergency during the Indo
Pakistan war of 1965. Only 802 residential buildings 
were constructed at against 1306 origimilly contemplated. 
Among the non-residential buildings, hospital, Posti-Offi~e. 
Estate Office and Police outpost buildings were not con
struc1b:i. 

The reduct~n in case of factory was not due to any pruning but 
due to savings." 

There was an increase of Rs. 49.39 lakhs . under 'Administration 
and general expenses' and 'Apprentice training and other items' in 
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the approved estimates of August, 1971 which. was largely tlie result 
of increase under establishment charges on account of extra time 
taken in completion of the Project. 

3.3. Regarding the total period of delay in the completion of the 
Project and the incidence of delay which had to be absorbed by the 
capital estimates, the Management stated that the time'lt schedule 
for the commissioning of the' project are not included in the Pro
ject Report. Based on the progress in constructior:t. revised sch&
dules of construction were drawn up by the management. There 
were delays of 3 to 42 months in the actual completion of Civil Works, 
Services, acquisition and erection of imported and indigenous 
machinery etc. The delay in this was caused inter alia by late
supply of some equipments (indigenous and imported) delay in 
receipt of drawings; delay in construction by the contractors; 
changes made in the layout, etc. by the collaborators. Taking into
account these factors, revised estimates were prepared in 1968 "for 
Rs. 2292.94 lakhs against the estimate for Rs. 2134.78 lakhs sanctioned 
by the Government in December, 1966. The revised estimates took 
into account the expenditure already incurred and the further ex
penditure required to complete the remaining phases of. the Project, 
and also the savings in the expenditure on Township to the extent of 
Rs. 66.92 lakhs and Rs. 40.87 lakhs under th Factory civil works. 

3.4. The Management oomitted that this was an omission that 
common items like 'interest on capital' and 'commissioning 
expenditure' were not taken care of in the approved estimates of 
October, 1966. 

No provision was made in the estimates of October, 1966 for 
Rs. 190.97 lakhs on account of capitalisation of 'interest on capital' 
and 'commissioning expenses'. 

The actual expenditure including the future expenditure likely 
to be incurred would exceed the sanctioned estimates of August, 1971 
by Rs.59.32 lakhs which was mainly due to excess of expenditure 
over the estimates in respect of 'Plant & Machinery'. 

3.5. Asked whether increase of Rs. 59.32 lakhs in the approved 
estimates of August, 1971 for 'plant and machinery' was due to price 
rise or due to procurement of additional items of Plant and 
Macpinery, the Committee were informed as under :-

"The increase under 'Plant and Machinery' in the approved 
estimate of August, 1971 over that in the estimate of 
October, 1966 is Rs. 25.59 lakhs (and not Rs. 59.32 lakhs). 
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'this increase w,as on account of the provision made for 
equipment for new ~chemes for sulphadimidine, Metami-

. zol and Inert Gas Plant, estimated to cost Rs. 12.42 lakhs, 
and the increase in the Customs Duty, consequent on the 
revision of rate from 22 per cent to 45 per cent during the 
year 1965-66. 

The likely excess ~f Rs. 59.32 lakhs over the sanctioned esti
mate of August, 1971 may not materialise since it is not 
proposed to charge any further amount of 'interest on 
Capital' or on 'commissioning Expenses'." . 

"" The actual expenditure under 'Apprentice training and other 
items'had gone up by Rs. 12.75 lakhs, representing an increase of 
more than 10 per cent over the approved estimates of August, 1971 
and therefore, required the approval of Government in term of the 
instructions issued by Government. 

3.6. In this connection the Management stated that the approval 
of the Government has not been obtained for the increase of more 
than 10 per cent in expenditure on 'Apprentice Training an'd other 
items' since the project estimate had not yet been closed. It was 
proposed. to take up all cases of excesses after closing the Project 
estimate. 

• 

3,7. The Ministry informed as under in a written reply: 

"Government sanction to the :revised project estimates in 
August, 1971 was. only under three broad head$as follows:-

(i) Factory 

(ij) Town ship 

(iii) Interest , 

eRs. I Lakhs.) 
2030 '27 

135'10 

126'97 

2292'94 

However !DPL should have sought approval separately for the 
incr~asg in expenditure on 'apprentice training and their items' and 
also on skilled workers who have been trained in the Plant and 
gtven stipend. 

3.8. The actttalexpenditute. as on 31st Maroh, 1972 included an 
amount of Rs. 83.14 lakhs incurred upto September, 1968 and during 
the period from April, 1969 to March, 1972 on carrying out a num
ber of modifications in the course of erection and also with a view 

~L~~:~~ 
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to attaining the installed capacity and stabilising the production 
processes. No details were available for the expenditure incurred 
on the modification during the period from October, 1968 to March, 
1969. 

Although a procedure for estimating the effect of modifications 
was prescribed in October, ,1967, it was noticed that the procedure 
had not been implemented with the result, that there was no evalua ... 
tion of the results of modification. 

As regards the responsibility of the Collaborators, the Manage
ment state:l (December, 1971) as follows:-

'The modifications made subsequent to March, 1969 were with 
a view to effecting improvements in technology as a result 
of the Plant's own efforts, and as such does not involve col
laborator's responsibility. The modi~cation:s made prior 
to that date were not chargeable to tlie Collaborators as 
they had arranged under the contract to make modifica ... 
tions from time to time in the light of the technological 
developments taking place in their country and consider 
necessary by them during the process of stabilisation of the 
drugs which have been commissioned." 

The Management informed the Committee in a written note that 
the erection works of the imported Plant and Equipment were in 
progress during the years 1965 to 1969. All the expenditure incur
red on erection was booked separately in respect of each Block. The 
modificati'ons referred to had been carri~d out even during the course 
of erection; hence no distinction was made of the expenditure on 
such modifications from the expenditure incurred on the normal erec
tion. In the Budgetary meeting held on 12-2-1969 that the expendi
ture on modifications should be classified under two categories viz. 
(i) modification works arising out of contractual obligation and 
(Ii) others. On receipt of these imtructions from the Head Office, 
separate accounts for modifications were maintained by the Plant 
with effect from 1-4-1969. 

3.9. As to whether the expenditure on modificationa was not en
visaged and included in the approved estimates of August, 1971 and 
how expenditure on modifications was booked against the estimates, 
the Management stated that the estimates which were approved by 
the Government in August, 1971 had been submitted during April, 
1968. Hence no amount had been provided in these estimates too
wards the cost of modification. However, it was stated that expen
diture on modi.fications also covered the cost of :Plant and Machinery 
erected, together with the erection and installation charges; hence 
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they :would have to be accommwated against the provision of Rs. 
1,075.66 lakhs and Rs. 107.31 lakhs respectively in the Revised Est!

. mates submitted to Government. The expenditure inClolrred on modi
fications has, accordingly, bc.:!n booked against the above provision. 

3.10. The Committee pointed out that the procedure prescribed 
in October, 1967 for estimating the effect of modifications had not 
been implemented and enquired how in the absence of evaluation of 
results of modifications the management came to know that the modi
fications ha-.:i yielded the desired results.. The Management stated 
as follows:-

"The procedure prescribed in October, 1967 was in respect of 
capital replacements and capital modifications, which were 
to be taken up after the commissioning of the plant. Since 
the modi,fications were initially carried out during the 
course of erection, no separate study of the impact of 
modifications in the manner laid down by the Head Office 
was possible. However, in respect of the modifications, 
which were carried out after the commissioning of the 
Plant, Ii simpler procedure was followed. As regards the 
evaluation of the results of modifications, 'the same.is as
sessed during weekly coordination meetings, monthly ful
filment reports etc. in respect of minor mcdifications, the 
Superintendents satisfy themselves about the fulfilment 
of the objects needs for which they were carried out." 

3.11. The Committee were informed that the expenditure incur
red on modifications after 1st April, 1969 to 31-3-1972 w.as Rs. 69.95 
lakhs. Full details of expenditure on modifications carried out prior 
to 1-4-1969 had not been recorded separately. 

3.12. The Commlttee desired to know whether it was specifically 
mentioned in the contract that the modifications carried out prior 
to 1-4-1969, would be chargeable to the company. The Management 
stated that since there was no provision in the contrac~ for charging 
the expenditure on the modifications to the collaborators, such ex
penditure had to be borne by the Company. 

3.13. The Committee pointed 'Out that according to the table at 
page 108' of the Audit Report, new works involving an estimated 
outlay of Rs. 48.57 lakhs had been sanctioned in the estimates of 
August, 1971 for establishing and improving the production of Plant. 
The Committee enquired about the details of these works and whe
ther these were 'Over and above the modific~tion8 which were carried 
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out in the course of erection and also with a view fu attairling the 
installed capacity and stabilising production processe,s. 

The Management stated as under:-

"The details of the new .works for Rs.48.57 lakbs are as 
follows:-

I. A,nalgin and PAS 

2. Am-rnnia R!cdving Station. 

3. Inert Gas Plant . 

4. Slllphadimidine Hxp.ltKion .' 

,. Phenacetin . 

6. Misc. Itcm~. 

Rs. in la~hs 

'10'00 : 

12'27 

3'79 

1'41 

3.14. The expenditure on· these items, except that on Ammonia 
receiving Station, has been booked to modifications and is included 
in the figl.1re of Rs. 83.14 lakhs incurred upto September, 1968 and 
during the period from April, 1969 to March, 1972 for carrying out 
a number of modifications in the course of erection and also with 
a view to attaining of the installed capacity and stabilising the pro
duction processes. 

I' 

3.15~ The Ministry stated as follows:-

'.'It is quite usual in projects for certain' modifications to be 
found necessary during the course of implemehtatfon of 
the project. The modifications herein' mentioned do not 
form the subject matter of any separate sanction by Gov
ernment. Separate booking of expenditure, for such 
modifications would not appear to be assential.' These 
modifications were carried out even during the course of 
the erection. It was only in February 1969, that IDPL 
instructed the plant for maintaining separate account ot 
the modifications and separate accounts were maintained 
by the plant from 1-4-1969 only. The modifications cover
ed the cost of plant and machinery and of their erection 
and installation and have accordingly been booke'dby the 
plant under the corresponding heads." " 

3.16. The actual expenditure against the project estimates in~ludes 
a SUm of Rs. 78.05 lakh3 on the execution of effluent disposal scheme. 
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As the Plantwlm located at Hyderabad at the il"..stance of the 
State Government and as,the existing arrangements for disposal of 
efflutmUs in the~:ify.w(!re inadequate and were the responsibility 
of the State Government, the arrangement arrived at was that the 
State Goven1ment wou}·j bear the cost 'Of the effluent disposal scheme 
up to Rs. 32 to 40 lakhs, even though it was their intention to make 
a smaner'lum~ sumcontribtuion, if possible. 

3.17. In 1961, the Ministry of Industry informed that a simpler 
and economical scheme for disposal of effluents had been suggested 
by the Russian Experts and that it would inV'Olve an expenditure of 

- Rs. 15' lakhs onlY'. On this, information being commWlicated to the 
State:, Government\ they agreed in August, 1961 to bear full cost of 
the effluent ~isposal scheme. ' . 

Actuaily', however, the simpler scheme was not apopted by the 
Company and after considering various proposals for effluent dispo
sal, the ,Company ultimately adopted on 26th February, 1966, the 
scheme prepared by the Central Public Health Engineering Research 
Institute, Nagpur which wase'.itimated to cO$t Rs. 57.74 lakhs. This 
scheme W8l>,a.pproved by,the High-level Technical Committee (which 
includ~ aJ representative ,o~ the State Government) constituted for 
workil';lg oMt,an. etfecti~e 1,and ~onomical scheme for disposal of 
effluents. 

3.18. The State Government were approached in 1969 for reim
burs~mcnt of'the:'~xpenditurc incurred by the Company on effluent 
dispo~l. 'ftrhe 'State Government, however, repudiated any liability 
in excess 'of Rs: 1~ lakhs and informed the Government of looia that 
the State Government had to incur extra expenditure to the extent 
of Rs. ~5 lakhs on account of payment of enhanced compensation 
for t~(.)atld 'Eicquired by it and gifted to the Plant which should be 
borne oy the Compa~y. Subsequent efforts to obtain reimbursement 
from the State Goverpment had so far (October, 1973) not borne any 
fruit. 

3,19. With reference to (g) above, the Committee enquired in 
what respect the R~.' 15 lakhs scheme by the ~ussian Experts in 1961 
for disPQ~l qf e£fi.ucnts ~uggested differed from scheme invo.lving 

I an outlllY of)~:s. 57.741nkhs and adopted in February, 1966. The 
'Manai~~ent apP'rised the Committee as under:-

"A high level technical Committee consist:ng of C&MD, C.E. 
Works Manager, Project Engineer. E"ecutive Engineer 
(PH) of IDPL and representative of DGTD, Director Gene-
ral of Health Services,. C:P.H:E.R.I. and Pl,lblic Health 
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Department of A. P. Government, decided that the origi
nal scheme proposed by the Soviet expert was designed 
to provide a temporary solUtion of the problem and after 
taking due note of the corrosive effect of the e1Buent on 
masonary structur~ and other serious disadvantages 
brought out in the deliberatioIl$ of the meeting with 
regard to structural stability of the dam, it was decided 
that it would be unsafe and not in the public interest to 
adopt the scheme recommended by the Soviet expert. 

The scheme proposed by the Soviet expert was merely to store 
the effluent as a temporary measure without :treating it in 
any manner for disposal. The scheme which was finally 
adopted has incorporated biolOgical treatment of the e1Bu
ent before disposal. This scheme had been developed 
by the Central Public Health Engineering Research Insti .. 
tute, Nagpur. 

The commissioning of the main plant was getting delayed as 
the effluent treatment scheme was not finalised. After 
examination of the Soviet expert's scheme by the commit· 
tee mentioned above, it was decided to go in for biological 
treatment scheme recommendea by Central Public Health 
Engineering Research Institute, Nagpur. As there was al
ready delay in finalisation of the effluent treatment scheme, 
it was thought fit to go in for the new scheme imme
diately to avoid any further delay in commissioning of the 
plant. Subsequently, the matter was taken up with tltr 
State Government for the reimbursement of the expen· 
diture on the new scheme." 

3.20. The Cost estimates of the scheme were worked out at Rs. 
52 lakhs in February, 1966 when the Scheme was considered by the 
Technical Committee and the Board of Directors. Later on, a pro 
vision of Rs. 60 lakh" was made in the Project Estimates for this 
scheme. which were sanctioned by the Government. 

About the efforts now being made to obtain reimpursemept from 
the State Government, the Committee were informed that the matter 
has been taken up by the Chairman and Managing Director ot IDPL 
with the Secretary to the M!nistry uf Petroleum and Chemicals and 
pursued with the Ministry from the Head Office. However, State 
Government have raised a counter demand on Government of India 
of Rs. 25 lakhs towards the additional expenditure incurred by them 
in connection with the acquisition of land for SDP. They have not 
reimbursed any amount to the Company. 
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3.21. In this regard the Ministry stated as under:-

"The reimbursement required from State Government does not 
concern the land acquired by it for SDP. The position 18 

that as the Plant was located at Hyderabad at the instance 
of the State Government, it had agreed to bear the cost 
of effluent disposal which was then estimated at between 
Rs. 32 and Rs. 40 lakhs. Later a simpler scheme was sug.
gested by Russian experts which was expected to involve 
an expenditure 'Of Rs. 15 lakhs only. On this being inti
mated to the State Government, they agreed to bear the 
full cost of effluent disposal. Ultimately however, in 1966 
the Company adopted a scheme prepared by CPHERI. 
Nagpur which was estimated to cost of Rs. 57.74 lakhs. The 
State Government repudiated any liability in excess of 
~. 15 lakhs and informed Government that they had to 
incur extra expenditure to the extent of Rs. 25 lakhs on 
payment of enhanced compensation for land acquired by 
it and gifted' to the Plant. On this ground the State Gov-
ernment refused to make any reimbursement. We have 
not accepted this and the matter is being pursued at Gov-
ernment level." 

3.22. The Commit'tee Dote that the estimates of Synthetic Drup 
Plant were revised on a number of occasions prior to the sanction, 
by the Government in 1~ for Rs. 2135 lakhs. As admitted by the 
Government no provision was made in the estimates towards inte
rest on capital and. commissioning expenses. The estimates were 
again revised lty the undertaking in 1968 for Rs. 2293 lakhs and 
approved by the Government in 1971. The actual expenditure upto 
31st Marchi 1972 is of the order 'of Ks. 2,195 lakhs. The Committee 
find that an expenditUt'e of Ks. 157 lakhs was further to be ineuned 
on the Project, bulk of which related to Plant and Machinery (Ra. 
110 lakhs) , 

3.23. The 'Committee also note that the actual expenditure upto 
31st March, 1972 included an amount of Rs. 83.14 lakhs inclRTeci 
upto September, 1968 and during the period April, lJ69 to March, 
1972 on carrying out a number of modifications in the course of the 
erection and also with a view to assessing installed capacity and pro
duetion practices. 

3.24. The Comittee regret to note that no details were, however, 
available about the expenditure incurred on the modifications during 
the period of October, 1968 to March, 1969 with the reauJt that the 
responsibility of the collaborators, if any, could not be assessed and 
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the expenditure got automatically charged to the project estimates. 
Although, a procedure for estimating the effect of modifications was 
prescribed in Odober 1967, the Committee note that this procedure 
was not implemented with the result that the effect of this modifica
tion could nO't be evaluated. 

3.25. The Committee also note that the estimates ~f 1971 included 
new works costing Rs. 48.57 lakhs. The Committee re&ret that even 
though these new items constituted material modification of the ori
ginal estimate of the Project, these were not got approved by the 
Government nor were these to the notice of the Parliament as recom
mended by the Committee in paragraph 2.20 of their 39th Report 
(1972-73-5th Lok Sabha). The Committee expect that Management/ 
Government will bring these facts to the notice of the Parliament 
without delay. . 

3.26. The Committee note that actual expenditure on the Project 
included a sum of Ks. 78 lakhs on the execution of emuent' disposal 
scheme.. According to the arrangements entered into with the State 
Government, the latter would bear the cost of effluent disposal 
scheme upto Ks. 32 to 4O"lakhs. In 1961 the Ministry informed that 
a simpler and economical scheme for emuent disposal was suggested 
by the collaborators involving an expenditure of Ks. 15 lakhs. When 
this scheme was communicated to the State Government they agreed 
in August, 1961, to bear the full cost of the emuent scheme. 'The 
Committee note that tbis simpler scheme could not be implemented 
after considering varioU's proposals for effluent disposal and ulti
mately a scheme prepared by the Central Public Health Engineering 
Institute, Nagpur for Rs. 58 Iakhs, was adopted by the undertaking .. 
in Febnlary, 1966. When the State Government was ppproaehed 
in 1969 for reimbusement of tbe expenditure incurred on the scheme 
the State Government repudiated any Jiability in excess of Rs. 15 
lakhs on the ground that the State Government had to incur extra 
expenditure to the extent of Ks. 25 lakhs for payment of enhar-ed 
compensation for the land acquired by it and gifted to the Under
takin~. The result was that the expenditure on the Scheme had to 
be borne by the Undertaking itself. Subsequently, efforts to pt 
reimbu1'8ement of money from the State Government were not fruit
ful. The Committee were informed that the matter is now heinl! 
Dursued at Govemment level. The Committee would like to be 
informed of the development in the case. 

B. Performance Appraisal 

Inl'tnHed ca.pacity 
3.27. A~cording to the Detailed Project Report. the Plant was 

designed to produce 851 tonnes of Vitamins, S\'11pha drugs, Anthel-
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rnintics, Analgesics, AptipYl'etics, .. Diuretics, Anti-tubercular drugs, 
etc. {Bullt drugs) perann\!m. "Thesedrugs are to. be produced from 
the basic rawmaterial$. 

3.28. As regards intermediates, the Dc'tailed Project Report, en
visaged a projected capacity of 4,g32.S· tonne", per annum. As against 
this capaCity, the requirement of the Plant 'is 4,561.3 tOO"OO5 per annum 
for inter'1J1antconsnmption .and 220ionnes forsnle. I 

. . I," . 

3.29. The installed capacity' 'of variousdr~.gr. mentiont:Q in the 
Detailed Project Report was based .on 300' wo'rking days. It was, 
however,found by the Management that, the Plant was capable of 
working 330 days in a year. Accordingly, the capacity mentioned in 
the Detailed Project Report was increased pro "ltta. Appendix X in
corporates the date relating to the item-wise capacity of the bulk 
drugs as provided in' the Detailed Proj<>ct Report, as worked out by 
the Management for the year 1967-68 to 1971-72· on the basis of 330 
working days and after tn?:ing into' a:ccount the ifems de1eted from 
the r;:mge of Detailed Project Report and the additional items not 
provided for in the Detailed Project Report but t~ke,n up f0r.·pro-
duction. ' . 

3.30. It will be seen from the ~ctails given in the Appendix th,at: 

(A) Out of 16. items of, b.ulk drugs, provided, for in the Detailed 
Pmject Report; 

(i) One item (Acetazo]mide) had been dropped in September, 
'1965 on account of obsole"cence and marketing difficulties; 

(ii) one item (NIH) had been def,~rred due to high COllt of 
manufacture; 

" 
(iii) produeion of one itemJDiethyl-Carbamazine Citrate) had 

to he stopped as the Plant could not compete with the other 
manufacturers who were prodl1cing this drug" by i,mpor:t
ing a later intermediate. (out of the tot:)1, production of 
17,407 ~nnes from 1968-69 to 197L-72. a quantity of 9,734 . 

. tonnes was lying in stock as on 31st March, 1973); 

(iv) the. production of Sodium Sulphlcetamide was rfts~.ricted 
because of limited demand whih was harly 30r to 50 per 
cent of the rated capacity of 30 tonnes; and 
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(v) the capacity of piperazine Adipate which became idle due 
to availability of imported stocks in the market was par
tially utilised for the production of other piperazine salts. 

3.31. As regards D.C. Citrate, the Ministry bave .stated (October, 
1973) as follows:-

(a) "The import of D.C. Citrate is already in the 'banned' 
list. The Ministry would consider banning the import nf 
later intermediates for production of D.C. Citrate in con
sultation with D.G.T.D. The IDPL are being asked to fur-
nish the availability of such intermediates out of their 
own production to meet other manufacturers' require
ments." 

(b) In view of higher prices of Indian Drugs and Pharm:tceu
ticals Ltd., very limited stock could he I:quidated. 

(B)The production of new items, Sodium PAS and Paracetamol 
with a capacity of 150 tonnes and 85 tonnes respectively was en
visaged. 

(C) The overall rated capacity on the basis of actual prodcct
pattern, as worked out by the Management was as follows:-

-- .-------- -. ---. 
Year 

1961-68 

1961\·69 

1969' 70 

.. ---'- ----
Actual Production Perf0rm411.Ce 

Bulk Drugs 

R~ted capacity 
(In tonner) 

1068'6 

1399'6 

3.32. According to the Management, the Plant entered into theo 
phase of continuous commercial production in 1968-69. A statement 
showing the rated capacity as fixed by the Managem,cnt, targets of 
production taken for framing the budgets, the actual production there 
against during 1968-69 to 1973-74 (Upto December, 1973), and the 
reasons for shortfall in actual production with reference to the target! 
is enclosed (Appendix XI). 
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3.33. In connection with the production performance, the follow
ing features deserve mentlOn:-

(a) The actual time taken by the Plant for stabilising the pro
d\lction of certain items as against the reglement of the 
foreign Calloratora or the fixed by the Management was 
much higher, as per details given below:-

Item Tim~ fer ~tabilha- Actnal time tP.lt! r r, 
tion as iiv~n by the fhrnished by Manaat-

Cllllaborators Mana- ment 
.I~ment 
(Months) (Months) 

-------------------------------------------------
1. S"'dit~!I1 Sldph\~tamide 

2. Phenacetin. 

3. (u.) Vitamin BI 

(ry) Vitlll1\''1 B:z 

4. Mlliain 

S Piperazine HezxahyJrate 

6. Pip:razine Adipate 

7. Nicotinl'mide 

8. Ditrazi'le Citrate. 

9. Pbenobubitt)nr 

10 HyJl'Rzine Hy.irate 

6 

18 

~ 

30 

18 

u 

3 

12 

18 

18 

12 

32 

27 

36 

Not 
establhhe,f. 

29 

Not worked out 

2S 

24 

28 

30 

Not worked OUI 

3.34. In this connection the management stated in their written 
reply as under: 

"Sodium Sulphacetamide: The method given by USSR was not 
giving quality product. To improve the quaUty. of the 
product, modifications had to be carried out. Further, 
there were also market constrains. Hence, it took longer 
time to come to the rated capacities. 

Phenccetin: The technology given by the collaborators yielded 
a product which conformed. to the pharmacopeia of USSR. 
According to the Drug Regulations, the manufacture 
and sale of Plenacetin in India has to conform to th'J Indian 
Pbamacopoeia which is more stringent. The USSR pharo 
camopoeia product' is also not ::acceptable to the market on 
account of its higher toxicity. ilcnce, changes had to be 
made in the process and the product had to be re-stabilised. 
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AnaZgin: The manufacture of analgin consists of sellera} ~om .. 
plicated stages which involve handli.n of hazardous and 
poisonous chemicals like dimethyl sulphate, methyl ester 
of benzenesulphonic acid. Some of the important dnter
mediates like methyl ester of benzene sU'lphonie' 'acid, etc. 

",",:1 had tel be imported andlsu:l!iSequentlyi'the process' for the 
manufacture of these intermedlates;was developed success
fully in the plant as the foreign suppliers failed to supply 
these materials. 

Since the technology given' by' U.S.S.R. was found to be not 
giving satisfactory yields and purity, certain modifications 
had to be carried out. . 

Piperazine Hemhydrate: This is only, an intermediate that 
goes into the production of pipedazine salts. ' 

Piperazine Adipate: The manufacture of piperzainc is :done at 
high temperature cyclisation reaction involving corrosive 
raw materials and evolution of dangerous fumes, Henoe, 
the initial stabilisation has token considerable time. The 
working conditions for the manufacture of 'piperazine had 
to be improved by making certain modifications which 
delayed the production. 

Nicotinamide: The plant experienced serious process problems 
in production nicotinamide, as the final product contained 
ash impurities. A new step had to be introduced to elimi
nate this ash and the process took considerable time for 

. stabilisation. 

Dit~ine Citrate: Production of Ditrazine Citrat'~ involves a 
ll-step process. The Plant experi,enced qUite a few pro
blems in the final stages and a few 'modifications had to be 
inti~duced to get the'drug of the required 'purity.. ,. 

Phenobarbitone: Sub-standard quality of absolute alcohol 
from the only supplier, prolonged the trial peri()d for the 
manufacture of the commercial product. Secondly, the 
production of pheno-barbitons involves the cyanidation 
process which is 'bighly poisot1.ous. The reaction W8!: done 
only in the General shift under the guidance of the head of 
the block. ' 

, I ' 
Hydraiine Hydrate: The plant was able to sta,blise tl~eproduc-

tion within a period of 13 months." 

(b)' The production of Vitamin B2 was commenced in July, 1968. 
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, 'I'he technology involved the production ofD. Ribose, an inteI'
mediate, by reduction of Ribonolactone using sodiu~ amalgam as a 
reducing agent. In practice, this method 'proved to· be extremely 
expensive as the consumption of imported Metallic Sodium and 
M~rc·ury were found to be very high. 

3.35. In October, 19'68, the General Manager of the Plant pro
posed the adoption of a continuous electrolytic process for producing 
D. Ribose which had been under trial in U.S.S.R. and had been 
stabilised by them. The ·new process was to use only 400 Kgs. of 
Mercury for circulation as against 5,000 Kgs. in the old process and 
was to eliminate the use of imported Sodium. 

3.36. The new process was introduced in March, 1972 ata cost of 
Rs. 2.66 lakhs. It was however, found that the consumption of 
Mercury in the new process was more than that in the earlier pro
cess. The production by the new process was, therefore, ordered to 
be suspended in April, 1972 and the old process using a single stream 
has' been continued so far (Jurie; 1973). Two persons who were 
deputed in June, 1973 to USSR to study the electrolytic process in 
operation there had comeback and the electrolytic process for the 
production .of Vitamin B2 was stated to be under stabilisation. 

3.37. It will be seen from the Appendix XI that there was short
fall in production of these drugs with reference to the c2pacities and 
targets. Imports of the drugs to the extent shown herein would not 
have been necessary if .the Company had attained capacityltargets 
of production. 

It is seen that in addition to non-stabilisation of processes and non
availability of raw materials, one other reason for shortfall in pro
duction during 1968-69 to 1971-72 is stated to be frequent interrup
tions in the water supply. 

On being asked whether no proper arrangements were made for 
water supply before commissioning of the Plant in 1967-68 and how 
the delay Qf four years from the commencement. of production in 
tackling this vital problem occurred, the Management stated that the 
decision to establish the syntheic Drugs Plan ,at Hyderabad was based 
on assured suppily of water to the Plant by the State Government. 
In spite of this assurance, as a safety measure, storage facility was 
provided by construction of two overhead reservoirs during the ini

. tial stage itself to meet any breakdowns in the water supply system. 
However, after the wnter supply scheme was commissioned, there 
was an abnormal incidence of breakdowns due to various operational 
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reasons. As it became clear, due to these breakdowns, the produc
tion of the plant would get adversely affected, a decision was taken 
to augment the storage capacity. 

3.38. About the measures taken by the Plant to ensure an un
interrupted suppiy of raw materials, it was stated that the require
ment of raw materials for the year have been covered by the Pur
chase Orders on the suppliers with the provision for reasonable 
safety stocks. To ensure continuity of supplies, action for the sub
sequent year has also been taken well in advance so that the orders 
can be issued for the coming year well in time. 

3.39'. The extent to which absenteeism and strike were responsi
ble for shortfall in production, the Committee was informed that the 
shortfall in production due to strike in the plant in MarchlApril, 1970 
was 164 tonnes of drugs and due to absenteeism in 1969-70 (due to 
Telengana agitation) was 13.7 tones. 

3.4(). Whether the production of pipera~ine adipate and other 
items which were affected by the availability of low priced imports 
has pocked up, the Management stated in the written note that the 
production of piperazine salts (including Hyderate, Adipate, Phos
phate and Citrate) during the year 1972-73 was 44.347 M.Ts. The 
production during the current year, upto December, 1973 works out 
to 51.842 M.Ts. The production had therefore, picked up. 

3.41. After the system of canalisation came into vogue (1970) by 
actual users, lot of Pip. Hxy. was imported at cheap prices, result
ine in availability of Pip. Salts at price much below that of IDFL. 
The imported stocks have now dried up and the stocks in hand of 
Pip. Salts are sold out. In fact, at present the demand has outstrip
ed the supply reSUlting in imports of Pip. Hxy. by STe. to meet 
the country's total demand. Present demand of Pip Hxy. and its 
sales as estimated by the Import Advisory Committee of Ministry 
of P &. C is around 175 tonnes for the year 1974-75. 

3.42. Regarding the items where, on account of limitation of 
market demand, full capacity is not likely to be achieved, it was 
stated that I.D.F.L. had not produced the items of Sodium Sulphacyl, 
D.C. Citrate and SuJphanilamide to the fullest extent due to market 
constraints. 

3.43. About the steps being taken by the Management to improve 
proadction performance, it was stated that on most of the products. 
company had been able to· come up to the rated capacities except in 
Vitamin B2 where there were process problems. 
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3.44 During evidence of the Ministry the Committee pointed 
out that during 1968--69 to 1972-73, SOOP fixed targets of the produc
tion far below the rated capacity and revised the targets downward 
during the course of the year. The Committee po'nted out that even 
the revised targets were not achieved by he Plan and desired to 
know whether the Government had analysed the reasons for short
faU in achievement of revised targets and if so what remedial mea
sures were planned to ensure that targets of production were fixed 
realistically and once fixed were achieved. The representative of 
the Ministry stated as under:-

"The reasons for shortfall ill production with reference to 
targets for the years 1968-89 to 1,Q71-72, have already been 
indicated in the report of CAG Reasons for 1972-73 are 
stated to be shortage of raw materials iike ammonia gas, 
Sodium sulphide, MAP and alcohol which affected the 
production of Sulphas, Sodium PAS, Vitamin BI and Folic 
Acid. Shortage of water due to break in supply from 
State Government and also the deteriorated labour situa
tion in July, 1972, affected the production activities. In 
the last quarter of 1972-73, prodUction had to be restricted 
due to cut in power supply enforced by the Andhra Pra
desh State Electricity Board. 

Targets are fixed realistically with the knowledge available at 
a particular point of time. In the case of SDP, technolo
gical problems do not pose much of a problem in achieving 
the production except for a few isolated cases like the 
production of D. ribose from Ribono Gama-T .... actone in the 
manufactute of Vitamin B2. 'To overcome th's difft'culty, 
the company had deputed two of their technical oftlcers to 
be Soviet Union in June, 1973 for a period of two months 
to study the process. They have since come back and the 
electrolytic process for the production of D. ribose has· since 
been implemented. 

The plant had taken up expansion programmes simUltaneous
ly, which required re-arrangement of the facilities and 
equipment, . addition of new equipment etc., and which 
affected the overall production, as certain sections or part 
of the sections were not fully available for utilisation. 
Production conforming to targeted figures would, no 
doubt, depend on availability of raw materials and other
essential serivces. It is understood that the company has 
already ·sent their Chief' Purc~ase Officer abroad to 
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locate sources of supply of critical materials like Dicyan
diamide. It is expected that with these remedial mea· 

. Bures taken by the company, they· would be able to achieve 
their production as per targets fixed." 

3.45. According to. the statistics of imports (made avaUable by 
Drugs Controller) the drugs falling within the production profile, 
of Synthetic Drugs Plant and imported during 1969-70 to 1972-73 
are shown in Appendix XII. 

3.46. A statement sb.owing the extent to which the imports would 
have been obviated by, production conforming to anticipations made 
in the budget of the Plant for 1972-73 as furnished by the Manage
ment is also enclosed (Appendix XIII). 

3.47. The Committee note that according to DPR the plant was 
designed to prodUlCe 851 tonnes of bulk drugs on the basis of 300 
working days. Since it 'was found that the planf was ~apable of 
working for 330 days, the capacity on the basis of actuai production 
pattern was increased to 1,399 tones as on 31-3-1~2. The Commit
tee note thllt out of 16 items of bUlk drugs originally provided for 
in DPR on item Aacetazolamide was dropped oit account of obsoles
cence and marketing difficulties, second· (INn) was' deferred due to 
high cost of manufacture, third (D C Citrate) had to be stopped as 
the production of the plant could 110t compete with other manufac. 
turers, fourth (Sodium Sulphacetamide) was restricted because of 
its limited demand in .the market and the capacity of fifth (Pipera
zina Adipate) be«:ome idle' because the imported variety was easily 
a;ailable. Exc1udi;g these and incl!lding some new item the over· 
all capacity on the basis of nctual product-mix was of the order of 
1399 tonnes as on 31-3-1972. 

3.48. The C08mittee also note th8t though the rated capacity 
ha~ been increased ·the target of production has been less than the 
rated capacity. Even the revised target has shown downward trend. 
Considering the overall performance the actual productioD has been 
less .tban the revised target from 1968~9 to 1971-72, the shortfall 
ranging from @ 4 per cent to 32 per cent, However, in the cases 
of Piperazine Adipate in 1968 in 1988-69 Analgin, in 1970-71, Sul
Hlderate, Phenobrabitone a'ld Sodium PAS in 1971.72 and Phenace
phaDilamide . Sodium Sulphac:yl" Piperazine Phosphate, Pipera
ziDe Hyderate, Phenobrabitoneand Sodium PAS in 1971-72 and 
Phenacetin. Paracetamoal and Phenobarbitone 1912-73, the actual 
production was in excess of the· revised targets. The ~~or ~easons 
for shortfall in production WC1'e stated to be non-stabIlIsation of 
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~l~, frequent f~il,?,e in power and water supply and non
avaIlability of raw-materials. The Committee find that the actual 
tmae taken by the plant for stabilisation in tbe production of certain 
items was much higher than the reglement of the foreign collabora
t01'5' or even that fixed by the Management. The Committee were 
informed that the delay in these cases were mostly due to market 
mendations about market constraints in a separate Chapter. The 
table to Indian market with the reswt that certain modifications had 
to be carried out in the plant. The Committee have given recom
mendations about market constraints in a separate Chapter. The 
Commiftee also hope that it s'hould be possible for IDPL to develop 
drugs, acceptable to Indian market with the assistance of the Re
search and Developm~nt facilities available with it so that the exist
ing capacity could be utilised to the fullest extent. 

3.49. The Committee al!J9 note that Synthetic Drugs Plant 
Hyderabad was based on assured supply of water to the plant by 
the State Government. As it was felt that due to frequent break
downs on account of operational reasons production would be af
fected, a decision was taken to augment the storage capacity. The 
Committe.e hope the work in this regard has been complet'ed and 
continuous water supply assured. 

The Committee recommend that in the interest of continuous 
production and making available essential drugs to the consumers, 
Government should render all possible assistance to the undertaking 
in the procurement of raw materials. 

3.SO. The Committee also note that there had been shortfall in 
pNduction in Vitamin B1 Vitamin IP Folic, Aci~ Amiciopyrlne, 
Plperozine Salts and D.C. ctterate etc., on account of which the 
country had to import these drugs to the extent of as. 269.83, .. 
366.81 and Rs. %19.98 lakhs in 1969-70, 1970-71, and 1971-72 respecti
vely. The Committee need hardly stress that any sho~tfall ill pro
duction and non-ufiliaation of the capacity will only mcrease the 
import of the drugs with greater out go of foreign exchange. 

3.51. The Committee recommend that IDPL should e~sure the 
full utilisation of the capacity in all products and thus avoid the lIe
cessity of importing them to save valuable foreign exchange. 

625 L.S.-14. 
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Rejections 

3.52. Rejection at the Synthetic Drugs Plant take place in pro. 
cessing as well as at the finished stage for quality test. The pr0-
ducts so I:ejected are re-processed. 

3.53. appendix XIV incorporates the item-wise details of pro
duction ~nd rejections in quantitative terms as well as the losses in-
curred in proces!ling, re-processing and drainage for the last 3 years. 

3.54. It will be seem from the particulars given in the Appendix 
XIV that process losses and losses due to drainage had decline 
sharply in 1971-72 as compared with the data for 1969-70 and 1970-71. 
The overall loss incurred by the Company during 1969-70 to 1972·73 
on account of each factor was as follows:-

(Rupees in lakhs) 

1969-70 )970-11 )971-72 1972-73 

-Process 10s8 17'37 1'14 2,82 • 
Bxpenditure on repocessina 0'35 0'66 1,86 

Loss due to drainage 1'95 0'30 Nil. 

19'61 8'10 4'68 ·8'61 

in this connection the Management stated-total amount of rejec
tions, losses in reprocess and drainage during the year 1972-73 wor~
ed out to Rs. 8.76 lakhs. There were not total rejections as su.cil 
and that t'he batches which were rejected by the Quality Contr()l 
were reprocessed rectified to pass the pharmacopoeial standards. 
Hence, the only additional cost was on account of reprocessing 
which could be very little considered in the c(j)p.text of total value 
of production of Rs. 1265.81 lakhs. The proportion of losses com
pared to total production was very little. It was assumed that con
tinuous efforts were being made to minimise such losses_ 

3.55. The Committee find that overall loss incurred by IDJ1. 
on account of process losses and loss due to drainage have been ,ef 
the order of Rs. 19 lakhs in 1969-70, Rs. 8 lakhS' in 19'70-71 and about 
Rs. 5 lakhs in 19'71-72. The Committee also find that the process 
loss has shown a declining trend from 1969-'70 to 19'71-72, although 
the value of surh process losses in individual products like VitaDIiD 
B" Amldopyrine, Folic aciel exceeded Ra. 1 lakh during 1170-71. 
In regard to loss due to drainage the Commmittee note that the 

*Break up of the overall loss not supplied. 
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lq,ss has eOJQe dow. &om 8s. 1.95 lakh in 1969-70 to nil in 1970-71. 
The. CoDJJni&tM reeommend that since the production in a number 
of items has been stabililed it should be possible for the Manage
JQent to h DOI'DII for process losses I rejections and thus have an 
effect'ive control over such losses. 

Expansion Schemes 

3.56. Based on the market demand assessed by it, the Company 
submitted a proposal in March, 1971 to the Ministry of Petroleum 
and Chemicals for the expansion of the Synthetics Drugs Plant. 
The expansion scheme envisaged an increase of 887.5 tonnes in the 
existing capacity of nine drugs and creation of a capacity of 315 
tonnes in respect of five new drugs (Sodium PAS, ParacetamGl, 
Pthalyl Sulphacyl, Sodium Sulphadimidine and Sodium Phenobar
bitone). In addition, it contem~ated the expansion of the capa
city of the saleable intermediates by 282.1 tonnes and creation ot 
c~J>acity of 530 tonnes for the new intermediates Item-wise details 
of .-the drugs where capacities were to be expanded/created afe in
dicated in Appendix XV. . 

3.57. The capital <:ost of the expansion scheme was estimated at 
~. 5.25 crores, excluding the equipments valued at Rs. 40 lakhs 
which were already available and proposed to be utilised. It \vas 
ariticipated by the Management that the pay back period after the 
completion of expansion wjIl be 1.64 years and will result in a pro
fit of Rs. 3.20 crores. According to report on expansion scheme 
drawn up by the_ Unit in March, 1971, it was mentioned that it was 
to be completed' during 1971-72 and 1972-73 by incurring half the 
capital outlay in each of the years. 

3.58. The Government, while according approval in April, 1972 
to the expansion scheme at a total cost of Rs. 5.26 crores, a foreign 
exchange component of Rs. 1.6 crores, directed the Company that 
scheme may be implemented as expeditiously as possible. 

3.59. It has been mentioned in the Annual Report of the Company 
for 1971-72 that the expansion scheme has already been implemented 
in respect of five existing drugs i.e., Phenacetin, Analgin, Sulphani
Iamide, Sulphaguanidine and Sulphadmidine and that two ~ew 
drugs i.e., Sodillm PAS and Paracetamol have also been commission
ed to production in 1971-72. 

3.60. In this connection, the Ministry have stated (October, 1973) 
that "the total experlditure on the expansion scheme up to 31st 
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March, 1973 is Rs. 162.60 lakhs. The expenditure on expansion 
which was anticipated to cost Rs. 525 lakhs has been reduced by 
Rs. 49 lakhs to Rs. 478 lakhs because of overlapping of some items 
included both in the expansion scheme and the revised project esti
mates of the first phase." 

3,61. The Ministry further stated in a written note as follows:-

"The rated installed capacity in 1972-73 after expansion of the 
facilities in Synthetic Drugs Plant, Hyderabad was:-

S.N. Product 

J. Phenacetin 
2. Sulphanilamkie 
3. Sulphadimidine , 
4. Sod. Sulphadimidine 
S' Sulphacyl . , 
6, Sod. Sulphncyl 
7. Pliracetamo! 
8, Vitamin BI Hcl . 
9. Vtiamin B1 (Ampoule ,rade) 

J o. .. Vitamin BI. (mononitrate) 
lJ. Vitarnin B2 • • 
12 ... Vitamin pas Phosphate 
13. Folic Acid. . • 
14. - Sod. PAS , 

] 5. Analgin . 
16. Amidopyrin, , 
17. Pip. Hydrate (Cryst) 
18 Pip. Mipate , . 
19. Pip Phosphate 
20. Pip Citrate , 
21. Pip Anhydrous 
22. Dhrazine Citrate 
23. .. Thiacetazone 

24. Mlcotanamide 

25. Acetazolamide 

26. -Sw,pnamethizole 

27. ·Pthalyl Sulphacyl. 

28. Phenobarbitone 

29. "Sod Phenobarbitone 

Rated installed 
capacity in tonnes) .. 

250 '00 

r 132'00 

3°8'00 

~ 55'00 

".1 
8S'00 

33'00 
. J 

r s'so 
1'10 

15°'00 

105'00 
11'00 

i 
j 5S' 00 

33'00 

(' 

• 22'00 

'.} U'OO 

TOTAL: 12S0' 60 

.. New products introd~d i~ the Product-mix of the Plant in 1972-73." 
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3.62. ~en asked about the reasons for delay in completion 
of expanSIon scheme by 19'72-73 as originally envisaged and as to 
when the expansion scheme was likely to be completed. the Manage
ment stated as under: 

"The delay in the completion of expansion scheme of 1972-73 
. was maiQly due te late receipt of letter of intent from 
the G~vemment. We could apply for import licence for 
import of equipments only after getting the letter of in- . 
tent. Even the procurement of the imported equipment 
has been delayed due to the late receipt of import licence. 
We have completed the expansion scheme related to Sui
phaguanidine, Sulpha~idine, Sulphanilamide and Anal
gin. In the case of Phenacetin, since the market demand 
was not much till redently priority was not given to this. 
In the case of Vitamin Bl, Vitamin B2 and Folic Acid, it 
was decided to merge the Phase I expansion with Phas~ 
II expansion taking into account the long lead line requir
ed for the procurement of the required equipment, to 
minimise the down time required for carrying out the 
modifications, and also in view of the better economics ob
tainable by carrying out the expansion at one time. Re
garding Monoethylamine, the scheme will be taken Ul) 

wheI' . there was indications of market demand for this. 
Regarding other items we expect to complete the expan-
sions envisaged during 1974-75." . 

3.6il. Whether the expansion of the capacity various items was 
based on the result of market su~vey and demand, the Manage
ment stated as follows in a written note:-

"The SDP has not only done expansion from 850 tonnes to 
1380 tonnes but have gone for expansion to 2000 tonne:,; 
and are contemplating expansion to 3500 tonnes in 5th 
Five Year Plan. The first phase of expansion has beer' 
as per out market survey and the demand ~hi~h ~a.j 
been known to IDPL as IDP!. is the sole dlstnbutmg 
agency for thes.e products in the country, whereas fur
ther expansion is as per the target fixed by the Task Force, 
Planning Commmission and Ministry of P. & C. As r~. 
gards INH we do not have any p~ans to p~od.uce IN.H In 

the near future. A~ per the pub.hshed statistics avallabb 
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from the DGTI?j~Qurces, the import of INH in 1971.;72 and 
1972-73 is as under:-

1971-72 
1972-73 

,.,. 

3.10 ts • 
1.30 ts 

Under the import trade control policy for the year April 1973 
to March, 1974 the import 'of this product i.e., lSONICTONIC 'ACID 
HYDRAZIDE,(INH) is not permitted. In fact, INFt,1s bemg export
ed from this country." .{ 

3.64, The Committe~! enquired IiUI 'to '\¥hy th~oth.er manufac
turers were allowed to import a later intermediate for the manufac
ture of Diethyl Carbamazipe Citrate as the Plant was licenced for 
the . manu~acture of Diethl Carbanlazine Citrate, The ,Management 
statetl in a written note that besides. IDPL, there were few other 
units ~n the country who v.;ere~l1icensed to manufacture Diethyl 
Carbamabine Citrate in the. organised sector. Besides certain units 
in the small scale sector had also taken up the manufacture of this 
item. Though IDPL was manufacturing right from the basic stage, 
t~ other units were manufacturing from a penultimate interme
l1iate which was imported and the imports were being allowed by 
the Government. IDPI,. took up the matter of ,~nning of import of 
Diethyl Carbamyl Chlorid~ (the intermediate required for DCC 
as early as 8/11-1-71) and because of their persistant efforts, this 
item was placed on banned list in the import policy for the year 
J972-73. 

3.65,. About the disposal of the stock of D.C. Citerate of 9.734 
tonnes lying as on 31-3-1973 the Management stated as under in a 
\Vri tten note: 

"The present stock holding of nec at the plant is 7845.8 kgs. 
as on 1-1-1974. At one time, it was a ~act that the higher 
price of IDPL was one of the main reasons and. even to
day it remains so although the market has Improved 
slightly. AnotQ.er factot: for slow disposal of this 'product 
is the limited IJlarket and major consumers are being 
licensed to manufacture this product for their captive con
sumption (Burrough Wellcome and Uni-Chem), 

The product does not deteriorate on storage because it does 
not have a self-life. We are evaluating th~ mark~t situa
tion and if the situation so demands, we mIght adJust our 

.This is spill over the licences issued earlier. 
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prices with a view to dispose of the stocks earlier The 
prevailing market price covers 75 per cent at i90 and 
55 per cent at ~40 of the total cost (If production. 

3.66. The idle capacity of D.C. Citerate Plant has been stated 
by the Management, as being used for producing other drugs like 
Thiacetazone, Sulphamethizole etc. 

3.67. In view of limited demand for Sodium' Sulphacyl, the 
Management had stated in September, 1972 that the equipment 
meant for this iterit was being utilised for the production of a new 
drbg Paraeetamol. The ex.tent to which the capacity utilised for 
the manufacture of Paracetamol in 1971-72 and 1972-73 and whether 
the production of ,Pharacetamol was able to' make use of the entire 
idle capacity, t.he~ Management stated that to the extent thel'aw 
~terjals were, 8vanab1e, ~lw Plant produced i tonne in 1971-72 and 
10.6 tonnes in 1972-73 of ~racetamol. 

3.68. About the plant's requirement after, expansion for the inter· , 
mediates and the quantity of intermediates iJ:\.tended for sale it has 
been stated that the intermediates required after the full expansion 
for captive consumption will be about 7,300 tonnes annum. Sale
able intermediates after the expansion will be about 1,115 tonnes 
per annum depending upon the market demands. 

3.69. In connection with the Expansion Scheme as detailed 
above. the Ministry stated in a written note as follows:-

"The SDP has not only done expansion from 850 tonne! to 
1390 tonnes but have gone for expansion to 2000 tonnes 
and are contemplating expansion to 3500 tonnes in 5th 
Five Year Plan. The first phase of expansion has been 
as per our market survey and the demand' which has 
been known to IDPL as IDPL is the sole distributing 
agency for these products in the country, whereas further 
expansion is as per the target fixed by the Task Force, 
Planning Commission and Ministry of P & C. 

3.70. It was estimated that after achieving an expansion to 1994 
tOIUles additioIUil profits accruing to the plant would amount to 
Rs. 174.03 lakhs based upon the calculation that the profits prior to 
expansion which stood at Rs. 75.36 lakhs would increase after ex
pansion to B.s. 259.39 lakhs thereby giving a net additional profit 
of Rs. 174.03 lakhs. The plant is expected to attain its prescribed 
capacity after expansion of 1994 tonnes by the end of 1974-75 itself. 
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In so far as results are concerned, plant made an operational point 
profit of about Rs. 301 lakhs in the year 1972-73 based on a total 
production of 1162 tonnes. It hopes to touch about 1300 tonnes in 
the year 1973-74 and the expectation of the profit this year may 
not materialise on account of the steeply rising prices of raw mate
rials and increased incidence of salaries and wages on account of 
Pay Commission's recommendations. 

3.7l. The drug-DEC Citrate-is also being produced by Burroughs 
Wellcome and Unichem Laboratories. They are being allowed im,. 
port of the intermediates based on, their manufacturing programm,e 
as indicated by IDPL, it is only in the in situ stage and not insoleted , 
by them earlier. Even then, as and when the intermediates are 
developed indigenously in adequate quantities, the conecrncd drugli 
manufacturers are advised to draw such intermedi'ates from local 
sources. In the case of this drugs the intermediates that are being 
allowed to these two firms, are N. Methyl Piperazine and Phosgin. 
N. Methyl Piperazine though produced by them in the pure state. 
JDPL continues their manufacturing operations with this chemical 
and once they are able to isolate this chemical and once they are 
able to isolate this chemical, from the reaction mixture, they could 
supply this chemical to other manufacturers. At that point of time, 
the two other units in the private sector would, no doubt, be advis
ed to draw their requirements from IDPL. Until then, the manu
facturers would need to be allowed the import of this chemical to 
maintain their production af DEC' Citrate. 

3.72. IDPL applied to CCI & E in November, 1971 for banning 
imports of Diethyl-Carbamyzine citrate and its import wa~ banned 
in 1972--73, IDPL have not yet applied for banning the import of 
methyl' piperaZine." 

3.73. About the steps taken or proposed to be taken so that 
rDPL's range of production may cover all items of antibiotics, s,yu
thetic Drugs and surgical instruments in order to meet their demand 
and steps taken or proposed to be taken to stand competition in the 
market i.e. for improving the quality and reducing the cost. The 
Management stated as under:-

"IDPL has launched expansion programme to cover a wider 
range of drugs. To cover the entire range of products 
available in the market it is left to Government to for:
mulate a suitable policy. 

IDPL dru~s are sold meeting the specifications laid down in 
the Phannacopoeia. As far as the question of reduction 
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in the cost is concerned, efforts are being made to expand 
the production facilities. However, in spite of expansion, 
our efforts are offset by the abnormal increase in the cost 
of the raw materials." 

3.74. The Committee pointed out that though the drugs and 
surgical instruments manufactured at Synthetic Drugs Plant, Hy
derabad and Surgical Instruments Plant, Madras respectively were 
quality products but IDPL range of produ.ction did not cover all 
items required by hospitals and some Government and Semi-Gov
.ernment hospitals purchase items which were even in IDPL's range 
.of production from other suppliers on the basis of competitive offers 
-and desired to know the steps taken or proposed to be taken so that 
IDPL's range of production may cover all items of Antibiotics, Syn
·thetic Drugs. and Surgical Instruments in order to meet their de
mand and also how do the Government propose to ensure that 
Qavernment and semi-Government hospitals purchase their re
.c,utrements from Indian Drugs and Pharmaceuticals Ltd. 

,3.75. The Ministry stated in a written note as follows:-

"'IDPL have plans to take up the formulations based on a 
number of new drugs like Diazepam, (ii) Metronidazole, 
(iii) Chloro Phosphate, (iv) Trimethoprim and (v) SuI
phamethizole for! whi~h industrtal licences have been 
issued to them. They have also asked for permission to 
take 'up the formulations based on (i) Indomethacin, (ii) 
Frusemide, (iii) Sulphamethoxypyridazine, (i,,) Methyl 
depa (v) Vitamin C, etc. For some of these drugs, they 
have also plans to take up the basic manufacture them
selves. 

'The number of formulations purchased by hospitals and 
Government departments runs into several hundred. I,t 
is not possible for any single unit to take up the manu
facture of all the formulations or even all bulk drugs as 
such, a selective approach has to be made in this field. 
IDPL have been concentrating on production of a few 
items with large turnover, mostly based on their own 
bulk drugs. It is not the intention that they take up 
production of all drugs wheth~ bulk or formulations. 
However, as indicated above, they have been diversify
ing their product mix. IDPL propose to take up mana
facture of many more antibiotics and synthetic drugs 
during the Fifth Five Year Plru:t period." 
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3.76. The Committee find that IDPL has gone in for expansion 
of the plant at Hyderabad to be executed in two phases. The first 
phase of expansion to 2000 tonnes is stated to be based on the 
Market Survey and the demand for the products as known to the 
undertaking as it is the sole distributing agency for these pr~ucts, 
while th~ 2nd phase of expansion is stated to be based on the target 
fixed by the Task Force of Planning Commission ~nd Miniatry of 
Petroleum and Chemicals. The Committee find that the estimated 
cost of Ks. 525 lakhs for the expansion scheme has been red'qCed 
to Rs. 478 lakhs because of overlapping of some items included both 
in the expansion scheme and the revised project estimates of the 
first phase. The actual expendi~re upto 31st March, ·1873 was 
B.s. 162 lakbs. Although the scheme was scheduled to be complet
ed by 1972-73, according to present anticipation, it is J'xp~ted to 
be completed only by 1974-75. The Committee are of the opinion 
that IDPL instead of going in for expansion on a large ranp .. ~of 
product-mix should make a selective appl'~ach consistent .iiih the 
dema"d of products in the market in order to utilise its available 
capacity to the maximum. 

3.77. The Committee are surprised to find that when .the Hyde
rabad plant is licensed for production of DC Citrate apd a stock 
of 9.734 tonnes of DC Citrate is Iyin&' with the plant for disposal as 
on 31st March, 1973 other manufacturers were being allowed to 
import a later intermediate for manufacture of D.C. Citrate. It 
is only after the IDPL has taken up the :qlatter with Government 
that this item was placed on banned list in the import policy for 
19'72-73. The capacity thus rendered idle is being utilised for pro
ducing other drugs. 

3.78. The Committee would like to be informed about the dis
posal of the stock of DC-Citrate. The Committee recommend that 
Government should look into the capacity available with IDPL 
and the range of products manufactured by it; before private manu
facturers are allowed imports of the same products. 

C. Loss of Mercury 

3.79. Ouring discussion on a Calling Attention Notice in Rajya 
Sabha on the 24th March, 1970 concerning theft of a large quantity 
of mercury in the Synthetic Drugs Plant of the Indian Drugs & 
Pharmaceuticals Ltd. at Hyderahad, a number of Members strongly 
criticised· unsatisfactory working of this Public Undertaking and 
the heavy losses it was incurring. A suggestion was made that the 
matter be referred to the Committee on Public Undertakings for 
examination and report. 
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3.80. The Chairman, Rajya Sabba referred the matter to the 
Speaker, Lok Sabha on 26th March, 1970. 

3.81. After considering various aspects of the matter Committee 
on Public Undertakings requested the C & AG to uOOertake a com
prehensive review. of the IDPL by Audit Board so t;bat Committee 
may have an authentic and ver!fied data about the performance of 
the undertaking. The Audit Report 011. the,woJ'lking of IDPL was 
laid on the Table of the House on 21st December, 1973. 

3.82. Mercury is used- as a carrier of Sodium (i.JJ. Sodium...-ercury 
ama~gam form) in the Plant for the production of "Ribose", which 
is an intermediJate {Or- the manufacture of Vitamin B2. . ,.: 

3.83. Theoretically almost the whole quantity of mercury used 
should be salvaged with insignificant lo~ at the e1,ld of the pro
cess cycle, but in actual practice some losses occur d.\Je to handling 
and side reactions, such as vaporisation of mercury, etc. The Pro-
ject Report had, therefore, in4icated very no~ 10S$ (i.e. 0.00264 
to~nes of mercury per tonne of Vitamin B2). However, the mercury 
loss in the Plant was quite abnormal as per details givenbelow:-

(i) Loss due to defective delign: The first stream of Ribose 
was commissioned on 25th April, 1968 and during test 
trials conducted in July, 1968, it was noticed that the 
mercury was splashing through the Insultation of the 
pipes. The magnitude of the loss was assessed on 20th 
July, 1968 after the damaged pipe was repaired and the 
mercury collected. An investigation into the matter re
vealed the following facts:-

(a) Location of the mercury trap was discovered only after 
the loss was known. 

(b) Mercury trap was not fully completed and was found 
covered with mud. 

(c) Certain shortcomings in design and procedures were 
not discovered at the time of construction and measure
ment of work and during test trails. 

Certain remedial measures proposed by the Deputy 
Superintendent of the Block were implemented in August, 
1968, to avoid similar losses. 



210 

3.84. The question of fixation of responsibility was also consi
dered by the Management and taking an overall view of the rele
vant facts and the circumstances under which the loss took place, 
the Management did not find it possible to pin point the responsi
bility for a loss. The loss of Rs. 1.19 Jakhs was, therefore, written 
off by the Board at its meeting held on 14th July, 1970. 

(ii) Loss due to pilferage: The average consumption of mercury 
per kg. of Ribose produced continued to rise from time to time. 
A doubt was felt in February, 1970 by the Management about the 
possibility of metcury being pilferred from the process stream in 
tile block. Consequently, the situation was reviewed by the Man
agement in the same month (February, 1970) and' the following 
measures were taken:-

(a) Transfer of persons of doubtful integrity to other sec
tions. 

(b) Tightening of security measures. 

3.85. On 13th March,. 1970, an Operator Grade II of the Block 
was caught while stealing mercury. He was placed under suspen
sion along with others pending investigation. Since pilferage of 
mercury from the Block was suspected to have taken place only 
from the process stream, it was found difficult to estimate the exact 
loss specificaUy caused by. theft, apart from operational loss. In 
order to arrive at the extent of loss due to pilferage alone, an exer
cise was made by the Management by assuming an operational loss 
of mercury at' 0.185 kg. per kg. of Ribose produced. This exercise 
indicate a likely theft of about 1,500 kg. of mercury valued at Rs. 2.2 
lakhs during the period from April, 1968 to March, 1970. 

3.86. In view of frequent complaints of loss and theft of mercury 
at the plant, a Committee was also constituted on 8th January, 1971 
«consisting of the Superintendent, Central Bureau of Investigation, 
Hyderabad, Works Manager and Chief Security Officer of the Plant) 
to examine the entire procedure for receipt, storage, security and 
issue of mercury to the Production Block and to make a proper 
and scientiflc assessment of consumption of mercury in the process 
of production of Ribose. The Committee came to the following 
tconclusions :-

(i) Weighing of mercury was not done as soon as flasks con
taining this material were received through the trans-
port agencies. 
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(li) The transport agencies did not take any responsibility, 
whenever shortage was detected on open delivery. 

(iii) In some cases there were delays between the time of re
ceipt of mercury and posting of the entries in the bin 
cards, while in others the consignment was not accom
panied by the documents containing full details. 

(iv) Mercury was, for a long time, kept alongwith the gene
ral items. 

(v) The securrity arrangements for mercury in the Ribose 
section were defective. 

(vi) The workers used to go in and come out of Ribose Sec
tion freely. 

3.87. In order to remove the above shortcomings, the Committee 
made the following recommendations (21st July. 1971) :_ 

(i) The plant should send a representative to Bombay or 
Madras to take charge of the mercury and get it trans
ported in iron boxes under proper seal. 

(U) The consignment of mercury should be accompanied by 
an invoice/challan containing full details. 

(iii) The mercury should be kept in a separate strong room. 

(iv) A better process viz., electrolytic process in place of the 
existing process might be introduced. for the production 
of Ribose. 

(v) The normal consumption of mercury should be 0.2 kg. of 
mercury per 1 kg. of Ribose. 

3.SS. The Management stated (October, 1971) that the accepted 
recommendations had been implemented and the change over to 
electrolytic process would be completed by the end of 1971. It 
may, however, be mentioned that, as mentioned earlier the electro
lytic process was introduced in March, 1972 but had to be suspend
ed in April, 1972. 

3.89. During evidence, the Managing Director, tDPL stated that 
there was loss of mercury due to defect in design and pilferag .. 
Dealing with the defect in design, he said:-

"As regards mercury whatever the design was given we have 
implemented and I must say that the design given by 
the collaborator was defective. There should always be 
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spillover because mercury is a free~flowing mat~rial. If 
there is any pinhole in a pipeline it must flow. They 
have provided small catch-hole inside the plant and 
within that they have provided a much larger catch-hole 
in the sanitary system. The defective design was that 
the size of the pit inside the block should have been 
much larger so that if at all there is any eventuality that 
a certain people completely leads the whole mercury 
which may fall down should be in the trap inside the 
block but this was not provided. / 

3.90. Asked whether loss due to defect in design had occurred 
for the first time in IDPL the witness said:-

"It was not the first chance that this has happened." 

3.91. The Committee enquired whether such a mishap had occur
red in the Soviet Union also, the witness stated:-

"I learn in the Soviet Union itself this mishap had happened 
but unfortunately they did not alert us and they did not 
change the design}' 

The Committee wanted ,to know where the 'pit' was located. 
In reply. the witness said:-

"If this big pit had been provided inside the main block then 
this whole mercury would have remained there. The 
pit was provided in the sanitary system and as the sani
tary system was not known they were considering the 
pit is there. It was full of dust and the mercury passed 
into the line. 

3.92. Asked whether the collaborators had given the same design 
as they used in their own country, the witness replied:-

"When I was in the Soviet Union, I found that the process 
that they had given to us, was quite different from what 
they were follOWing. They had given us stainless steel 
pipes, whereas they were using glass pipes. In stainless 
steel pipes, there will be lot of other material and it 
would form amalgam immdiately and the loss will be 
higher. When the electrolytic process design was given 
to Us initially, it was at an experimental stage in their 
own country. They have now perfected the design and 
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have changed the material of construction. To modify 
the process as they used in Russia, we sent our two en.. 
gineers last year. They studied the process there and 
they brought All the drawings and design. The new 
plant has been put and it is giving very good results. 

3.93. The Committee asked if the trap was located before the loss 
had occurred. In reply, the witness stated:-

"We were able to locate the trap only when the loss had al
ready occurred and not earlier, because inside the block 
there are a large number of vessels and the production 
people are carrying out the process." 

3.94. The Committee desired to know it the Committee appointed 
in January, 1971 to examine the entire procedure for receipt, storage, 
security and issue of Mercury had held the Block Superintendent 
and the Chief Technologist responsible for the loss of mercury, the 
witness said:- . 

"The Block Superintendent has the primary· responsibility 
and the Chief Technologist and their project Administra
tiOn the vicarious responsibility and they have fulfilled 
their responsibility as far .as ther sphere was concerned. 

The normal consumption of mercury should he 0.2 kg. of 
mercury per 1 kg. of Ribose. We have come to 0.16 to 
0.2. Theoretically, there should not be any loss, but 
practically there would be, because the mercury gets ac
cumulated and it has to be exidised and treated with acid. 
In. that process, there will be loss. 

The fact that the mercury trap was not fully completed and 
was found covered with mud, from Civil Engineering 
point of view. 

3.95. Asked whether it was not the responsibility of the Sanitary 
Engineer that the pit is not covered with mud, the witness stated:-

"Had the sanitary engineer been careful in looking and re
moving the mud, then this mishap would not have hap
pened. But the collaborators were more experien.ced. 
They should have pointed out. lit was the duty of the 
sanitary engineer to see that the mud is not there and 
that it is removed. The sanitary people, being the auxi
liary service, will not know the hazards of the chemical 
process. 
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3.96. Asked if the security arrangements had been tightened to 
guard against the possibility of pilferage, the witness assured the 
Committee that--

"Management caught certain people, and five of them have 
removed from service. After that we have put the secu
rity guard and there has not been any pilferage. We 
have made some pu.cca arrangement now. When a per
son enters that particular section, even the General 
Manager, he is searched and he has to write on the regis
ter and so on." 

rhe Management also stated in a written note as under:-

"As review was taken earlier on the consumption coefficients 
of mercury in view of the high magnitude of the loss of 
merctWy with reference to the norms of consumption, 
but since the processes were not at all stabilised, the 
yields were very much fluctuating resulting in high con
sumption of mercury." 

3.97. The Committee enquired the decision has b~en taken by 
IDPL on the report of the Enquiry Committee. In reply, the wit
ness stated:-

"A High Power Committee was appointed by the Board of 
Directors to go into the question of findi~g out the rea
sons for the loss of mercury. The finding were consider
ed by the Board of Directors and in the circumstances of 
the case, the Board was satisfied that it was not possible 
to pinpoint the responsibility." 

3.98. Asked if the members of the Enquiry Committee were tech
nically qualified to enquire into the loss of mercury, the witness 
said:-

"One of the Members of the Committee, appointed in Janu
ary. 1971 to investigate the loss of mercury was technical
ly qualified officer who had taken the assistance of senior 
technical officers in the course of investigation by the 
Committee." 

3.99. The Committee enquired what parameters were adopted 
by the En1luiry Committee to fix the normal consumption of mer
cUry. In reply, the witness stated that briefly these parameters 
were:-

(i) Evaporation of mercury during the preparation of amal
gam, 
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(ii) Introduction of 3rd shift working in the Grinding 
acid, 

and 

(iii) escaping of mercury in the form of minute globules along 
with the washing. The limitations of the existing batch 
process was known to the Plant. IDPL were informed 
by the Soviet Collaborators that they have got a better 
process viz. electrolytic process for the prodution of 
Ribose. It was decided to go in for the new process 
whieh involves less handling of mercury. Due to the 
inherent disadvantages in the process, the decision was 
taken to switch over to the new electrolytic process that 
is being adopted in the Soviet Union. 

The consumption of mercury per kg. of Ribose during 1972-73 
was .0.1583 kg. and 1973-74 (upto October, 1973), was 
0.1808 kg." 

1.100. About the loss of mercury the Ministry admitted that:-

•• 

"The design also provided a catch pit outside the manufac
turing block but that was only in the sanitary line. Pro
vision of this large pit in the sanitary line was. however, 
not shown in the design of the productIon block using 
mercury. IDPL at the time did not have much of com
petence to detect all these defects in the design, and the 
utility or otherwise of providing the large pit in the 
sanitary line was not fully appreciated. Measures have 
since been taken to place a bi, pit inside the block where 
any spilt over mercury would get collected. This pit is 
kept under special looking arrangements." 

3.101. Lt was stated that-in the opinion of the Government the 
£nquiry Committee appointed was a fully competent one, as the 
tII1en Works Manager who is presently the General Manager of the 
:f4tant was a member of the said Committee. . . 

3.l,P2. About the action taken on the Report of the Enquiry 
Committee the Ministry stated that-

"The Technical Committee has made comprehensive sugges
tions in their report dated June, 1971, in regard to pro
curement of mercury. storage, issue etc. The recom
mendations of the Committee have been implemented by 
the plant management. Consumption of mercury per kg. 

625 L.S.-15. 
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of Ribose during 1972.-73 was 0.1583 kg. and during 
1973-74 upto October, 1973 was .18083 kg. Since adequate 
precautions have been taken to trap the mercury and the 
electrolytic process implemented, it is considered that the 
possibility of pilferage of mercury would no longer be 
there." 

3.103. In order to remove the above shortcomings the depart
nl.ental Committee made the following recommendations (21st July, 
1971):-

(i) The Plant should send a representative to Bombay or 
Madras to take charge of the mercury and get it trans
ported in iron boxes under proper seal. 

(ii) The consignment of mercury should be accompanied by 
an invoice/challan containing full details. 

(iii) The mercury should be kept in a separate strong room. 

(iv) A better process, viz., electrolytic process in place of the 
existing process might be introduced for the production 
of Ribose. 

(v) The normal consumption of mercury should be 0.2 Kg. of 
mercury per 1 kg. of Ribose. 

The Management stated (October, UY71) that the accepted recom
mendation had been implemented. 

3.104. The ColllDliUee find that though according to the process 
for produetion of Ribose, almost the whole quantity of mereury used 
should be salvaged with insignificant loss at tbe end of the process 
cycle, the loss of mercury in the plant was quite abnormal. The 
Committee note that during test trials of the plant in July, 1968, 
mercury was splashing through the in!lultation of the pipes. After 
the damaged pipe was repaired, the loss was assessed in July, 1968. 
An investigation into the matter revealed that location of the mer
cury trap was discovered only after the loss of mercury was known, 
the trap was not fully completed and was found covcred with mud 
and certain shortcomings in design and procedures were not dis
covered at the time of construction and measurement of word and 
during test trials. Certain remedial mea.~ures proposed by the De
puty Superintendent of the Block were implemented in August 
1968 to avoid similar losses. The Management after taking into 
account the relevant facts and circumstances undcr which the loss 
took place, decided in July, 1970 to write oft the loss of Bs. 1.19 
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1akhs. They did not also find it possible to pin point the responsI
bility for the loss. 

3.l/9I5. In February, 1970 the Management, however, felt doultt 
about the possibility of mercury being pilferred from the process 
stream in the block. The situation was reviewed by the Manage
ment and measures taken to transfer persons of doubtful integrity 
and also to tighten the security measures. An operator who was 
caught in the process was placed under suspension pending investi
gation. On the basis of certain norms decided by the Management 
the loss of mercury was estimated at Rs. 2.2 lakhs during the period 
April, 1.968 to MM'ch, 1970. In view of the frequent complaints of 
loss and theft of mercury a departmental committee was constitut
-ed in January, 1971 to examine the procedure for receipt of storage. 
security and issue of mercury and also to make a proper scientific 
-assessment of consumption of mercury in the process of production 
of Ribose. The departmental Committee found that (a) the weigh
ment of mercury was not done as soon as the material was receiv-

· ed through the transport agencies, (b) the transport agencies did 
not take any responsibility whenever shortaees were detected on 
open delivery; (c) there were always some delays between the time 
of receipt of mercury and the accounting of the same; (d) in some 
cases consignments were not accompanied by documents; (e) mer
-cury was; for a long time kept alongwith the general items (f) se
curity arrangements for mercury in the Ribose Section were found 
defective and the workers were allowed to go in and come out of 
· the Ribose Section freely. 

I 3.106. The Committee find U hard to accept the plea of the Man-
· agement that it was not possible to pinpoint the responsibility for 
the loss of mercury. The CommiUee would like Government to 
review the matter and' take action to fix responsibility in this regard. 
-The Committee were assured that since adequate precautions have 
been taken to trap the mercury and the electrolytic process imple
mented the possibility of pilferage of mercury would no longer be 
there. The Committee cannot but observe that because of certain 
shortcomings in designs and procedures not being discovered at the 
1ime IDPL was put to a loss of Rs. 1.19 Iakhs which had to be writ
ten off. The Committee recommend that a careful watch of the 
consmnption of mercury against norms should be kept so that the 
Management may analyse 'any abnormal variations from the norms 
with a view to ensuring that such variations are not on account of 
any pileferages or wasteful practices etc. The Committee would 
also recommend that the security arrangements for the mercury 

in the Ribose Section should be tightened to guard against the pos-
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sJbi,Jities of such pilfera~es. The CODUllittee would like to be in-
formed of the action taken in the matter, within six months . 

. 3.107. The Committee find that the Project Report had indicated 
a loss of 0.0064 tonnes .of mercury per tonne of VUamin 82 but in 
order to arrive at the extent of loss due to pilferage alone, an exer
cise was made by the Management by assuming an operational loss. 
of mercury at 0.185 Kg. per Kg. of Whose produced. Subsequently 
the Committee which was constituted in January, 1971 recommen
ded that the normal consumption of mercury should be 0.2 Kg. _ of 
mercury per 1 Kg. of Ribsose. 

The Committee feel that in order to inspire confidence refixatioD. 
of norm should have been done by an independent agency after 
taking into account norms followed in similar plants in the Colla
borators country, lest upward revision of norm by the Management 
themselves should be construed as an induction regularisation of a 
loss. 

D. Profitability 

3.108. As already mentioned, the Project Report did not indi
cate the profitability of the Synthetic Drugs Plant. However, the 
Company prepared in March, 1967 a statement showing cost and 
profitability during the Fourth Plan period assuming that the Plant 
would work at full rated capacity from 1968-69 and for 300 working 
days in a year. Accordihg to this study, the plant was expected to, 
incur the following losses:-

Year Net operatin, Loss 

1961-68 • 205' 3 I 

1968-69 . 138' 13 

1969-70 141'53 

1970-11 145'00 

3.109. The Unit went into full commercial production in 1968-69_ 

In October, 1970 the Company made a fresh assessment regard
ing the profitability of the Plant -based on the estimates of cost of 
production framed in July. 1970, rated capacity recalculated with 
reference to 330 working days and taking into account the expantl
ed capacity 'for Phenacetin (from 100 tonnes to 250 tonnes). As per-
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"this study, a total profit of Rs; 233;85 lakhs per annum was estimat
.ed by the Company on the basis of full rated production as per de
-tails given below:-. 

Product Profit 
(Rup:es in lakhs) 

Bulk dr1.ll5 

Intermediates 

69'16 

33'9S 

u6'z6 Formulations 

Power plCks 3'88 

TOTAL. Z33 8S 

3.110. The table below compares the estimated losses I profit as per 
the profitability forecast (March, 1967 and October, 197.0), budgeted 
-cperating results and the actual losses incurred since the commence
'ment of commercial production:-

Budieted 

(Rup~es in lakhs) 

ACtuels 

Year Estimlted 1055(-)1 %lIIe Opera'ing %a;e 
utilisation Loss 
of capacity 

profit (+) as p!r profitability 
repJrts 

utilisation los8 
of capacity .-----------------------------

.1967-68 , (-)20 5'31 19'z N.A. 6'5 9O'8z 

1968-69 ' (-) 138' 13 63'z 360,43 31'0 3Z1 '92 

1969-10 

'1970-71 

1Jl911-'P 

, , (-) 141' 53 133'0 134'90 105'0 344'88 

(-) 145·00 271'4 68'87 136'3 235'84 

(+)233'85 (-)191'6 US'II 160'9 85' 10 

NJTBS. FiJ·t!es of loss for 1967-68 to 1970-71 in colll'lZln 2 are baled on the 
profitability stqdy 'of March, 1961 and that of the Profit of 
Rs. 233 '85 lalths on the basi. ofthepro6tability report of October, 1970. 

2. Percentales are higher than 100% in the CUe (If budaeted utili.a
tion of capacity U the rate," capacity adopted for the bu. Will 
different from that mentioned in other documents. 
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3.111. It will be seen from above that as against the profit of' 
Rs. 233.85 lakhs in 1971-72 envisaged in the profitability study of e~ 
visaged in the profitahility study of October, 1970, the annual bud
get estimates of the Company anticipated a loss of Rs. 125.11 lakhs. 

3.112. The v8ll'iations in .(the anticipationS made for ,the years. 
1967-68 to 197()"'71 in the profitability studies, annual hudget esti
mates and actuals have been explained by the Management due to; 
the following factors:-

(i) Under utilisation of capacities. 

(ii) Low selling prices mainly due to availability of imported 
material at lower. prices. 

(iii) Higher consumption of raw materials, intermediates, etc. 
as compared with the cost estimates. 

(iv) labour strikes from 9th March to 29th April, 1970 resulf,. 
ing in a production loss of Rs. 79.85 lakhs (at net reali
sable value). 

3.113 The Management stated (May, 1972) that it had taKen up· 
with the Bureau of industrial Costs and Prices the question of re
vision of selling prices in the light the actual cost of prodUction and 
that their representation was under active consideration. 

The Management in a written note stated that based on the ex
panded capacities the estimates of profitability for bulk drugs were 
worked out at the time of the submission of the report in February, 
1971. The net profit was tentatively estimated at Rs. 1.58 crores. 
Since then, the cost rising factors, particularly in raw materials, 
salaries and wages, services, stores and spares etc. have adversely 
affected this profitahility. The Management feel that unless the 
selling prices are revised the plant would continue to incur the
losses even on attaining the rated production as the prices of raw 
materials and also wages, cost of services etc. have gone up consi
derablv. The representation made hy the Company to the Bureau 
of Industrial Costs and Prices for revision of selling prices is still 
under consideration of the Bureau of Industrial costs and prices and 
Government. 

In this connection, the Ministry stated as under:-

"The profita'bility of the plant based on the estimate of July,. 
1970 was not submitted to Government." 

3.114. Government agree with management's statement that the 
rising cost of raw materials, salaries and wages, services, stores 
and spares etc. have adversely affected the profitability of the plant 
based on the expanded capacity worked out in February. 1971. 

3.115. Government agree that unless the selling prices are re
vised, the plant would continue to incur losses even on attaining 
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the rated production. The working group of the Bureau of Indu .. 
trial Costs and Prices have already submitted their report to Gov
ernment and this was in four parts, three relating to prices of 
bulk drugs were submitted in April, 1972 and the fourth part relat
ing to pricing of formulations in October 1972. The· report is 
under consideration of Government. As drugs are essential com
modities of mass consumption, the report required a careful exa
mination from variow; angles. . In view of the substantial increas
es in the costs of various raw materials and services, the BIC&P 
have been asked to work out the revised selling prices taken into 
account the current co:»ts. The report in this regard is expected 
to be received shortly." 

E. Costing 

(Cost of Production) 

3.116. In Detailed Project RepOrt no exercise was made either 
relating to cost of production or profitability of the various prD
ducts. On the basis of the full 'rated capacity, Company prepared in 
March, 1967 product-wise estimates of cost of production. These 
estimates were revised in November. 1967, October, 1969 and July, 
1970 after taking into account the following factors:-

(i) Changes in the raw materials input as a result of modi
ficationslprocess changes and improvement in the exist
ing processes. 

(ii) upward revision in the prices of raw materials. 

(iii) Change in depreciation rates and quantum due to 
change in book value of the assets consequent on the ac
tual capitalisation. 

(iv) Handling loss of 2 per cent. 

3.117. In the cost estimates of July, 1970 a provision of 5 per 
cent towards increase in the prices of raw materials was also made. 

3.US. It is seen from the details regarding the estimates of 
cost of production framed from time to time and the actual cost of 
production for the four years ending 31st March, 1973 given in 

-At th= tim ~ of flctul1 v~riftc&tionthe Mi!listryof Petroleum and Chemical •• tated 
II! ",der :-" , 

''The l'ellllrt from Brcp Ina been l'eCeived and Govemm~nt haye abo taken 
a d!ohiqn on the replrt, oftho W.>rking Groqp in 90 rar al the rrnsion of 
Pl'ices of bulk drug o'\ck,Jd'lg '\re concerned. TheBe cover the specific 
t~'rm' of reference of the Working Group. Other recommendations which 
th, W I 'ki'lg Group has mlde U'lder thercllid1.&lf1 terms of refer&llce are 
",j:r c)nsideration. 
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the Appendix XIII of the Audit Report that even in 1971-72 the 
actual cost of production was significantly higher than the est~ 
mated cost in all the items, except two. The Management have 
stated that the increase in the actual cost of production was mainly 
the result of:-

(a) Under utilisation of the capacity partly caused by limit
ed market demand in respect of D.C. Citrate, Piperazine 
Salts, Diethylamine, etc. 

(b) Increase in the usage of raw materials and intermediat
es due to poor quality, frequentbreak-down of furnanc-

I 
es, etc. 

(c) Increase in the cost of raw materials as compared with 
the cost a40pted in the estimates. 

(d) iRise in the wages consequent on the agreement with 
the Union. 

3.U9. As regards (b) above, it may ,be mentioned that a study 
.()f the actual consumption of the major raw materials (which ac
counted for about 80 per cent of the total value of raw materials 
-consumed) with reference to the standards laid down in July, 1970 
indicated excessive consumption aggregating Rs. 29.73 lakhs dur
ing 1970-71 and 1971-72, as per details given below:-

Year 

(Quantity in tonnes and value in lakhs of rupees). 

A~ p!r standards 
fixed in July, 1910 

Actual Bxcess consumption 

Qty. Value Qty. Value Qty. Value 

6,269'973 139'83 6,992'184 IS2'94' 722'211 

8,943'791 213'41 9,1so' 101 23o'03 806'310 

Total: 

13' II 

16'62 ----
29'73 

3.l~O. It has been stated (August, 1973) by the Management 
1hat production was under stabilisation during the initial years and 
this might have accounted for the excessiVe consumption of raw 
materials over the norms. It has further been stated that Depart
mental Committee is, however, examining the question of fixation 
of norm. on realistic basis. 



223 

:The item-wise cost of production expressed as a percentage 
over the cost estimates drawn up in July, 1970 for major drugs is 
given below:-

The item wise· cost of production expressed as a percentage 
over the cost estimates drawn up iR July, 1970 for major drugs is 
given below:-

July, 1970 1911-72 1972-73 
Estimates Actuals Actual 

I. Phenacetin 100 94 101 

2. SulphRnilamide 100 142 134 

3. Sulphaguanidine 100 147 142 

4. Sulphadinidine 100 ISO 138 

S. Sodium Sulphacyl . 100 13 1 138 

6. Vitamin BI 100 ISO 110 

,. Vitamin B2 100 284 280 

8. Folic Acid 100 96 71 

9. Amidopyrine . 100 216 16S 

10. Analgin 100 106 1I9 

II. Pip~razine Adipate . 100 IS2 233 

12. D.C. Citrate • 100 16S 

13. Phenobarbitone 100 ISS 138 

3.121. The Departmental Committee stated to have been exam
ning the question of fixation of norms for the consumption of mate
rial on realistic basis has started the work on revising the 
norms. But the work has been delayed as there has been quite a 
few changes in the process with a view to rationalising the produc
tion. 

About the other measures taken by the Management to reduce 
-or to contain the cost of production apart from the reduction in 
cost consequent upon the rated capacity the Management stated 
that "efforts are in progress to rationalise the processes and this 
work is being done in our Research Division and also in the Process 
Control Laboratories of various production block." 

3.122. In this connection the Ministry stated as under:-
"The following measures have been takeD by IDPL to reduce 

the cost of production. These are in the nature of tech-
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nological improvement to increase the productivity aud 
to contain the cost by spreading the incidence of fIzed 
expenses over a larger production viz. 

1. Synthetic Drugs Plant, Hyderabad 

The Plant has taken several measures to impose and rationalise 
the process by conducting experiments in Research and ~ 
ment Section and process control laboratories of the varioWt pro
ductionblock, apart from expanding the capacities. 

2. Su.rgical Instruments Plant, Madras 

(i) Booking d job orders for light engineering items to use the 
spare capacity in the Forge Shop, Tool Room, heat Treatment Ihap 
and Elecetoplating Shop. This was enabled through competlti'fe 
pricing of these jobs, to recover part of the cost of fixed. over heads. 

(iii) IntroductiOiIl of 3Td shift workina in the Grinding mel 
Assembly Shop so as to avoid bottlenecks at this stage to-Improve 
the utilisation in other shops. 

(iii) Improving the productivity of workmen for newly de. 
loped items like box joint instrument. 

(iv) Development of new lines of prod~ction with minimum 
addition to equipment; for example, a project for the production of 
Detachable Scalped blades of DP type in under implementation. 

The results will have to be watched but certainly these measures 
should go a long way in achieving the objective of cost redu.cUon." 

3. Antibiotics Plant, Rishikesh 

(i) Azeotropic distillation system has been introduced instead of 
present method of prcipitation which will improve efficiency as weD 
as quality and stability of Sodium Penicillin. 

(ii) As gas sterilisation unit has been installed to improve the 
quality of Procaine Penicillin. 

(ill) Old'Culture/strains have been replaced'with better culturel 
strains to improv-e the activity and ther6by increase the production. 

(iv) Substitution of eXisting reSins with better 'quality ill ex
change colUrt1n to improve the recovery efficiencies in case of ~ 
tracy-cliIlli. 
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(v) Microniser has bee.n installed to improve the syriangibility 
of Proceine Penicillin. 

The consumption c<>-efficients of raw materials are being analysed 
batch-wise with a view to take corrective action wherever pos
sible. 

The incidence of rejections on cost of productiOn is reqularly 
reviewed and the reasons for rejections on various ground analysed. 

3.123. The Committee find. that the DPR did net gi ..... y iIldi-
cation either about the cost of produ~ion or the profitability of pr0-

ducts. The Plant prepared product-wise estimates of· cost first ia 
March. 1967 and these were r.evised in November, 1967, Oet~,. 
1969 and July, 1970 after t~ into account the changes in th& 
raw materials input as a result of modifi~etion, process cha~. re
vision in the prices of raw materials etc. The Committee find that 
even in 1971:-72 and. 1972-73, the actual cost of production was 
significantly higher than the estimated coat in all the items except 
two. The Committ~ note that exceSs consumption of raw mate
rials alone over the standards laid down in July, 1970 accounted 
for Rs. 29.73 lakhs during 1970.-71 and 1971-72. The Committee re
commend that IDPL should analyse the cost of production to exa
mine as to how far these nonns are aahered to. The Couimittee 
understand that a departmental Committee is examining the ques

non of fixation of-norms of consumption of raw materials on sden-
tific basis. The Committee hope that Departmental Committee would 
finalise its work soon so that reliable data may be available to enable 
the Management to review the cost of products. The Committee need 
hardly stress that the aim should be to achieve an economic and com
petitive cost of produc'tion. 

The Committee find t~t the plant wiU continue to incur 1000es 
even on attaining the rated production unless selling prices are revis
ed. The Committee have no doubt that the Departmental C0m-
mittee would look into this aspect as well and suggest CODCI:IMe 

measures for improving the profitability of the project The Com-
mittee recommend tbat the plant should endeavour to bring down 
its cost of production so that it may be possib~ to reduce the seI
ling prices and make available drugs to the commOn men at reaso
nable prices. 

'F. Research and Development 

3.1.24. The Detailed Project Report prepared by Mis. Techno
expert envisaged the setting up of a pilot plant to can:y . out experi
ments in improving manufacturing processes and for developing 
new drugs. 
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In para 10,17 of its 46th Report (Fourth Lok Sabha-April, 1969), 
the Committee on Public U~dertakings opined that technological 
research should be properly or&anised for improving the processes 
and that special attention be paid to develop processes and intro
duce changes which would enable the Plant to utilise indigenous 
raw materials to the maximum extent So as to bring down expendi~ 
ture and production costs, 

3,124, In the initial stages the Synthetic Drugs Plans efforts 
were mainly concentrated on the solution of the production pro
blems, especially of process conditiOjtls to achieve quality, improve
ment in efficiencies of reaction and in substituting costlier or 
imported raw materials by the cheaper raw materials, Various 
studies were undertaken by the Plant in connection with the imp
rovement of processes and development of new products, 

3,125, AB a result of these studies and imprO\vements effected 
in the processes, Unit has been able to eliminate six items. of im
ported raw materials out of 42 items imported so far, The saving 
in foreign exchange due to elimination of these imported materials 
amounted to Rs. 22.70 lakhs during the last 3 years . 

. 3.126. 'The table below indicates the expenditure incurred by the 
)'lant on Research and Development during the last 4 years ended 
31st March, 1973:-

1969-70 

19'0-71 

1971-72 

1973-13 

Year 

Total: 

(R\q)Ces in lakhs). 

9'9S 

8'81 

17'40 

18'S9 

54'7S 

Percentqe to 
total exPenditure 

1'1 

I'S 

I'S 

3,127. The Management in a written note stated as under:
Various studies have been made and improvements effected 

in existing plant processes in respect of Phenacetin, 
Sulpha drugs, Vitamins, DCC, Analgtn, etc. 

'l'ecbnology has been developed and implemented, at the main 
"lat in respect of other drugs such as Paracetamol, 
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Thiacetazone, Sodium Sulphacetamide. Pip. Citrate, 
Sodium Phenobarbitone, Tiamine MonOlllitrate and Sul
phamethizole. 

3.128. In addition to development of technology for different 
drugsJproducts for expansion of this present SDP, Hyderabad. the 
R&D Department will undertake development of technQlogy for 
quite a few of the drugs to be manufactured at the new Synthetic 
Drugs Plant which IDPL plan to establish during the Fifth Five
Year Plan. Research work will be taken up on about 34 new drugs
important of which are Vitamin B6, Sulphadiazine, Metronidazole. 
Daizepam etc. 

3.129. As a result of import substitution of six items of raw 
materials, (1) Chlorqform (2) Bromine (3) Potassium Carbonate' 
(4) Phosgene (5) Methylobenzene Sulphinate (6) Ammonium thio
cynateJion exchange resin and also Phyridine. eliminated from sul
phacetamide technology, no extra cost bur~en was put on the com
pany by their elimination. 

Presently, seventeen major raw materials are being imported 
for productiOill purposes at this plant. Constant efforts are being 
made in this R&D Laboratories to find out alternative routes so
that imported raw materials can be avoided or substituted by 
indigenously available material." 

3.130. About the proposals for undertaking research and develop-· 
ment in respect of Synthetic drugs during the Fifth Five Year Plan. 
the ~sibi1ity of substituting the fmported raw materials by indi
genous raw materials and their dependence on imported raw mate
rials. the Ministry informed the Committee as under:-

"Besides expansion in cap.acity for the production of the· 
existing drugs, IDPL has plans to produce a large num
ber of other new and essential drugs during the 5th Five 
Year Plan period. Process know-how in the labQI'atory 
has been developed for Chloroquin, Chlorpropamide, 
Frusemide. Trimethoprim, Sulphamethoxazole, Nitrofurz
zone, Nitrofur,antion and Sulphaphenazole. In additio.n, 
pilot plant operations are also in progress for sulpha
phenazole and Chlorpropamide lab. work for Metronida
zone, Diazepam and Allpurinol (unicC¥3in) has been taken 
up. Technology for the commercial production of Vita
min B-6 is also being developed at their R&D Deptt. in 
collaboration with National Chemical Laboratory, Poena. 
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in order to expedite the production of some of these essential 
drugs, Govt. is also exploring the possibility Otf procuring 
the lmow-how from well-established firms abroad. This 
would eliminate the time as well as the associated ex
penses that would otherwise have to be incurred for the 
development of such technology in the COluntry. Gov
ernment is also trying to assist the unit by providing 
some funds through the Deptt. of Science & Technology 
for strengthening their Research base. 

Task force on Drugs & Pharmaceuticals has also identified 
the requirements of major raw materials required by the 
drugs industry for achieving the 5th Plan targets. The 
imported and indigenous items have also been indicated 
therein. It is expected that suitable entrepreneurs in the 
respective lines would take up their manufacture. The 
drugs industry has to, depend on the other Chemical in
dustries, particularly the organic-chemical industry. It 
is practically impossible on the part of the drugs indus
try to take up the manufacture of .all such intermediates 
or raw materials themselves. The drugs industry have 
however, taken up the production of a number of inter
mediates themselvets either for their own. consumption: 
or f~ supply to other. IDPL are also producing a numr 
her of intermediates totalling ,approx. 7725 tonnes, and 
have plans to take up the manufacture of other inter
mediates also in the course of the next 5 years. Special 
mention may be made of MEP required for the 
manufacture of Niacinlamide and Nikethamide. Other 
intermediates like Para-Aminop-enol, Etho,xy Methylene 
malonic ester, N-Methyl piperazine, Noveldiamine etc. 
are also in their production programme during the 5th 
Plan period. Most of these items are presently being 
imported by the drugs industry. 

With the availability of such basic chemicals and interme
diates from local sources, the drugs industry would 
switch o,ver to those items for their use. IDPL have 
through their R&D efforts been able to replace the im
ported Bromine by indigenous Chlorine. They have also 
eliminated the use of imported Potassium Carbonate by 
modifying their process. 

At present. about 20 major raw materials are being imported 
fw production purposes at SDP. 
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Constant efforts are being made by the R&D Group to sub
stitute these imported raw materials or find alternative 
routes for the synthesis of the concerned drugs. Since 
the drugs and drugs Pharmaceutical industry is primarily 
a chemical based industry, it has to depend on the supply 
of raw materials from other sources and it is practically 
impossible for any drug manufacture to produce their 
own raw materials. As a result, unless the chemical in
dustry and the organic chemical industry in particular 
are developed indigenously and take the production of all 
the necessary chemicals, it would not be possible to elimi
nate their imports completely. As such, it is not possible 
to indicate any time period by which Government could 
put an end to the dependence on imported chemicals." 

G. Material Management and Inventory Control 

3.131. (i) Invent01'y Holdings: The table indicates the compara
tive position' of the inven~ry holdings and consumption . of r,aw 
materials and stores and spares for the last s.ix years: 

1968-69 1969-70 1970-71 1971-72 197%-73 1973-14 
(\.\pto 30 -9-7 3 

A. Raw Materials 140'09 101' 72 107' 54 221'97 195'88 II7'o~ 

Stofee and spares • 73'81 136'32 162'41 226'43 252'79 240'82 

Looee tools 4'97 S'43 4' 10 S'44 "47 5'23 

Wodm-in-projress • Is'78 24'34 30'73 53'41 52'34 41'33 

Sead-&1ished stock 13'69 23'04 28'08 SS'34 34'48 36 '45 
' ..... 

PiIlisbed stock 173' IS 13S'64 138'10 '-35'24 101'46 164'26 

TOTAL: 421'SS 426'49 368' 10 100'1s 642'42 6oS'os 

B. (i) C;)nsumption of raw 
materials 140'41 196'44 300'80 560'85 667's8 

(ii) ConsUlllPtion of stores 
and spares, , , 35'45 36'28 46'11 78'08 93' 14 

C. ~in. Stock (excluding ma-
terial, Under inspection 
and in-transit) in terms of 
n;-onths' Cons~tion. , 
(I) Raw materials , 8'0 4'5 3'2 3'75 3' 16 
(ii) StoICS and SP1ICS 22'8 39'7 39'7 30 '20 31' 12 

----



3.132. In this connection, the following features deserve mention:

(i) Fixation of maximum and minimum limits 

(a) Raw materials: In February, 1968, the Unit fixed the 
maximum and minimum level of stock of raw materials 
as follows:-

Item Maximum Minimum Remarks 

Imported raw mi- 1 m'Jnths' consump- 6 months' consump-
terials. tion tion 

Indigenous raw ma- 6 months consump- 3 -do- For low value item. 
terials tion 
-do- II months to 

2 months. 
2 weeks to 1 month For high value items 

The above levels were reviewedl in August, 1969, particularly 
f~ indigenous items and a safety stock m.argin (varying from 2 to 
3 months) was also added. 

It was noticed that in spite of fixation of stock levels the pro
duction performance of the Unit was affected by the difficulties in 
regard' 10 raw materials. 

3.133. The critical ittems of raw materials in respect Qf which 
the management has been experiencing difficulty are listed below: ~ 

(i) ImpCYrted Items 

1. Dicyandiamide 

2. Adipic Acid 

3. Citric Acid 

4. Guanidine nitrate 

5. Monoethanolamine 

6. Acrylonitrile 

(ii) Indigenous Items 

1. Acetanilide 
2. Meta-aminophenol 

3. Methyly Acetoacetic Easter 

4. Formic Acid 
5. Activated carb~ 
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6. Acetone 

7. Aniline 

8. Caustic Soda Lye 

9. Caustic Soda Flakes 

10. Ethyl AlcohollRectified Spirit 

11. Methyl Alcohol 

12. Sodium SUlphide fl.akes. 

(b) StOTes and spares: The Company Auditors mentioned in 
their supplementary report for the year 1971-72 that the maximum 
and minimum limits in respect of stores and spares have not been 
fixed except in the c·ase of a few items. The Management stated 
in this connection, as follows:-

"Maximum and mInImUm levels of storeslspares are not yet 
fixed as the annual requirement pattern is not yet stabi
lised due to constant higher trend in production, conti
nuous modification and expansion.... Maximum· and 
Minimum levels of Storeslspares will be fixed after the 
revision of code list and completing ABC analysis." 

(ii) Slow-movingINo,n-l!l0ving items:-

The Management expect to complete the work relating to the 
revision of code list and 'A', 'B', 'C' analysis in respect of stores and 
spares during the year 1974-75 

All stwes not moved for over a year are considered by the Unit 
as non-moving and stores having negligible consumption are treated 
.as slow moving. 

The Company prepared, during January, to April, 1971, lists of 
both non-moving and slow-moving items of stOil'es and raw mate
rials for 12 out of 17 groups. During 1971-72· all the groups (indi
genous and imported) were covered: The following table indicates 
the ~ition of non-moving and slow-moving items (excluding 

625 L.S.-16. 
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materials in transit under inspection and those in sub-stores, etc.) 
as per the latest report:-

(RlU)~e8 in luhs) 

D!scription T .>tal Inventory N m-mwing stoeres Slow-moving stores 

N.>. of Villu'! N). of Value N). of Value 
items (R9.) item~ (R,.) item, (Rs. ) 

--- ---
(a) R'lw Mlteriais • 148 147'~0 u o'S3 Nil Nil 

(b) Other stores 6676 98'67 n68 8'03 176 23' 16 

(c) Sp:res (indi;:nous) 6so 7'51 3S6 2'70 14 I' 69 

(d) Spares (imported) 1033 83'23 460 24' So Nil Nil ----
TOTAL: , 8507 336' 61 1996 35'16 190 24'88 

3.134. About the disposal utilised slow-moving and non-moving 
items, which as on 31-3-1972 constituted a significant proportion of 
tbe ho,1dings of stores and spares, the Management further stated 
that "the -list of slow-moving and non-moving items ,are being re
viewed frequently and such of the items which can be used during 
our expansion programme, will be utilised for expansion. The 
items which cannot be utilised for expansion will be disposed of 
throlugh public advertisements and writing to other public sector 
undertakings which may be in a position to utilise them. This 
work is ,already being done." 

(iii) Physical verification: With effect from November, 1967, 
physical verification of all stores, raw materials, spares, loose tools, 
etc. is conducted on the bas,is of perpetual inventory system. The 
table below indicates the value of items not covered by the physi
cal verification during 1968-69 to 1972-73:-

Year 

1968-69 

1969-70 

197Q.o71 

I971-7~ 

1972-73 

Store~ not 
verified 
-:No. of 
item~) 

Value P~rcentage to sortes 
and spare p'rts 

(exc1wting m1terials 
u"Ider inspection and 

i l-transit) 

---------------------
374 

1,686 

882 

~08 

~84 

3,91,917 

46,71,807 

49,75,065 

57,u,692 

II~S,066 

2'3 

24'2 

21' 3 

15'2 

4'6 
-._ ... --
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3.135. In connection with not conducting physical verification of 
a substantial proportion ~ the stores, spares, etc. the Management 
'Stated "during the year ending 1969-70, there was a general strike 
at the Synthetic Drugs Plant. This is one of the reasons for not 
verifying as many as 1886 items valuing Rs. 46.71 lakhs. For the 
TemQJning three years viz. 1970-71, 1971-72 and 1972-73 certain 
Items of raw materliil~, I:Itores and sparet; COUld .not be verified due 
to the difticulties in the stacking of the items and the large number 
qf items to be verified. In respect of some of the raw materials, the 
physical verifi.calion could not be conducted due to huge stocks, or 
due to their being stacked in .a manner which did not facilitate 
verification. The physical verification of a number of items of spares 
for impOjrted machinery could not be completed in earlier years 
owing to the limited number of Stock Verifiers. Subsequently, a 
separate technically qualified stock Verifier was deployed and the 
verification of all items was completed during 1973-74. All the raw 
materials have been physically verified during 1973-74. The physt
-cal verification of all the items of stores and spares was also cO!ll
due ted during the subsequent years, except for one item of cables, 
which could not be verified due to non-availability of description 
and quantity on the Cable drums and want o.f proper stacking. 
However, efforts .are being made to complete the verification of this 
item, which requires certain gadgets to facilitate the verification. 

3.136. The Committee note that inventory holdings of Synthetic 
Drugs Plant have increased from Ks. 421 lakhs in 1968-69 to Ks. 700 

"Lakhs in 1971-72. These came down to Ks. 642 lakhs in 
1&72·73. The stocks of raw materials increased from Ks. 140 lakhs 
representing eighth months consumption in 1968·69 to ft.... 195 lakhs 
in 1.972-73 representing 3.16 months consumption. Similarly stores 
and spares increased from Ks. 73.87 lakhs representing 22.8 months 
consumption in 1968·69 to 252.07 lakhs in 1972-73 representing 31 
months consumption. The Committee also note that stocks of stores 
and spares have generally been ~uch in excess of the annual con
sumption of stores, while consumption of stores and spares ranged 
from Ks. 35 lakhs in 1968·69 to Rs, 93 lakhs in 1972·73. The actual 
~tocks ranged from Ks. 74 lakhs in 1968-6,9 to Ks. 250 Iftkhs in 1972-73. 

3.137. The Committee also note that the Management have fixed 
the maximum and minimum levels of stocks and raw materials both 
for imported raw.materials and indigenous raw-materials, and those 

stocks levels were SUbsequently reviewed in August, 1969 and 
!ltock margin was added. The Committee are surprised that despite 

.,f the fixation of ,stock level the production performance of the 
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nnit, is claimed to have been affected, due to Shortage of raw ... 
material. The Committee would like that this matter should be 
g'o.e into to find out the critical items of raw-material in respect of' 
which the management have been experiencing difficulties m that 
advance action may be taken to procure them for purpose of stock. 

'l'he ('.nmmit'tee also recommend thld the Management she>uld take 
immediate action to fix up the maximuDl lind minimum levels in res
pect of other items of stores after completing A.B.C. analysis. 

The Committee find that the slow moving and nonmoving items 
of stores and spares constituted a significant proportion of the inven
tory holdings of these items as on 31st March, 1973. The Committee' 
recommend that a careful review of these hold.ings should be made· 
and the items no longer required should be disposed of. 

3.138. The results of the physical verification of raw materials, 
stores and spare parts including finished goods for the last 2 years 
revealed the following shortages/excesses:-

.---'-~. -- ,--.--.~.--

Year R1W materials and Finished stock 
stores and spare 

plrts 

Excess Shortag~ Excess Shortrgt-
(Rq (R~.) (Rs.) (Rs.) 

1966-67 94.071 26,744 

1967-68 3,58,647 3,32,:216 9 1,04,II8 

1968-69 4,12,119 5,8::1,986 1.,42.,242 3,23,290 

1969-70 2,28,634 33,953 1,10,062 2,06,409 

1970-71 4,68,495 11,63,990 30,853 96,224 

1971-72 .~,T9,')~·i R,78,887 27,396 41.65, 

1972-73 4,81,125 4,59,141 95,959 563 

... ------------- .. _-._--
3.139. The Unit made investigations into excesses and shortages 

revealed in 1967-68 for the items having an individual value of more 
than Rs. 5,000. No investigation was made for the shortages and 
excess noticed in other years except for shortages relating to 
finished stocks for 1967 ... 68 and 1968-69. It may be mentioned, in 
this connection, that the Board of Directors had decided in Septem
ber 1970 that all cases of losses, shortages, etc. should be investigated' 
tho~oughly and action taken both to fix responsibility and to avoid 
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\them in future .• It was further desired by the Board that the shor

tages of raw materials should be looked into by the Technical 

Officers of the Plant. 

3.140. About a through investigation of all cases of losses, shor

tages, etc. the management state that "Action was already taken for 
investigation of 'the cases of losses and shortages as per the decision 

of the Board taken in 1970 and after necessary investigation, shor
tages etc. to the tune of about Rs. 12 lakhs have already been writ
ten off. This work is being further taken up continuously and the 

remaining items will also be taken up and completed during the 

course of time." 

3.141. The Committee note that physical verification of all 

-stores, raw materials, spares, tools etc. is conducted on the basis of 

perpetual inventory system. The Committee also note that stores 

and spare parts to the extent of 24, Zl and 15 per cent have not been 

verified during 196.9-70, 1970-71 and 1971-72, respectively. During 

1972-73 however, the percentage has come down fo 4.6 per 

cent. The Committee note that the results of stocks veri

fication of raw materials, storeS! and spares including finish

-ed goods for the last 7 years (1~7 to 1972-73) revealed that 

Ks. 24.6 lakhs of raw material and spares were in excess and as. 
34.75 lakhs were found to be short. Similarly more than Rs. 3 

lakhs, worth of finished stocks were found 'to be in excess and more 

than Rs. 7.7 lakhs worth of finishe~ stocks were found to be short. 
The Committee we.re informed that as decided by the Board oll 

Directors in September, 1970 investigation of ,shortages etc. was 

undertaken and shortages to the tune of about Rs. 12 lakhs have 

alreaclybeen written off. The Committee recommend 

pon.billty for all cases of loslses and shortages slrould 

after a thorough investigation of the remaining cases. 

that res

be fixed 

(iv) Impact of modification in the packing programme: 

3.142. On the basis of the provision made in the Project Report 
and the contempla.ted production programme of 1967-68 the Unit 

procured during the period from March, 1967 to April,I968, 36.74 
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ll!.khsbottles costing Rs. 4.16 lakhs for packing of· finished products~ 
In addition, it procured in 1968-69, 11.31 lakhs pilfer proof caps of 
the value of Rs. 80,000 for use in the above bottles. 

3.143. Regarding the indenting of packing materials prior to 
commencement of production made on the basis of full years' pro
curing the materials in a phased manner So as to avoid anticipated 
requirement; over-stock due to shortfall in production or any other 
factor, and efforts being made by the Management to dispose of the 

balance stock of bottles and pilfer proof caps of the value of Rs. 
4.25 lakhs, the Management stated that 'IDPL' was entering the 
market for the first time and no proper sales forecast could be 
made. To start with, it was decided to go in for formulations in 
bottles and on an ad hoc basis orders were phased for bottles and 
packing materials to cover three months' anticipated requirements. 
Considerable efforts to dispose of the bottles and pilfer-proof caps 
are being made by conducting periodical public auctions and adver
tising in newspapers and also writing to other likely users, but the 
response to purchase these items is very poor, probably due to the 
fact that most of the Pharmaceutical suppliers have switched over 
to other modes of packing like tins, strips, polythene bottles, etc. 
However, further efforts for disposal are being made. 

3.144. About the steps that have been taken by the Manage
ment to effect improvements in the system of inventory control .. 
so as to avoid over-stocking on the one hand and ensureuninterrupt
ed supplies of raw materials on the other hand. The Committee· 
were informed l:>Y Management as under:-

"Periodical review of high value items are done daily, for 
medium value items weekly and for other items fort
nightly and suppUes are regulated according to actual 
requirements to suit the production schedules. To avoid 
over-stocking and locking up of funds, supplies of some 
of the item are even arranged on day-to-day basis. A 
system of maximum ·and minimum has been introduced 
to ensure smooth running of the plant. However, in. spite 
of these steps have been taken, ,on account of shortage of 
raw m~terials in general and on account of transport bot
tlenecks like non-availability of adequate number of 
wagons (both ordinary and special type), frequent inter
ruption in power supply etc. at the suppliers' end, and 
strikes, etc. we are not able to maintain the minimum 
stocks of a large number of items and as such the sup
plies have to be forced to hand-to-mouth basis." 
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3.145. The Plant used 2.74 lakhs bottles upto September, 1969 
and the balance stock of 34 lakhs bottles WO'l'th Rs. 3.75 lakhs was 
still lying (February, 1973) Besides the Plant was carrying a stock 
of 8.17 lakhs pilfer proof caps valued at Rs. 50,000 approx. as on 
30th September, 1972. 

3.146. The Management explained the accumulation was due to 
mode of packing in the light of market demand. Besides, formula
tions of single Vitamin, envisaged in the Project Report, did not 
materialise due to market assessment. 

Steps taken to utilise or dispOSe of the above stock is not known. 

3.147. The Committee note that on the basis of the provisiOn in 
the Project Estimate and contemplated production programme of 
1967-68, the undertaking procured from March, 1967 to April, 1968, 
bottles costing Rs. 4.16 '1akhs for packing of finished products. In 
addtion it procured 11.31 lakhs pilfer caps of the value of Rs. 80000 
for Use in the bottles. The Committee regret to note that because of 
indenting packing materials prior to commencement. of production 
bottles worth Rs. 3.75 Iakhs and caps worth Rs. 500001· approxi
mately are lying in stock. The Committee were informed that 
since most of the pharmaceutical ,suppliers have switched over to 
other modes of packing, response for the purchase of the bottles 
and pilfer caps is poor, but efforts are being made for their disposal. 
Tlie Committee would like to be informed of the developments. In 
the opinion of the Committee the transaction is likely to result in 
a loss. 

(v) Accumulation of the stock of Hydrazine Hydrate 

3.148. As on 31st March, 1973, the Company was carrying a stock 
of 33,002 tonnes valued at Rs. 10.16 lakhs of the above interme
diate drug as against the stock of 1,357 tonnes valued at Rs. 0.43 
lakh as on 31st March 1'972. It was reported (January, 1973) by , 
Ithe General Manager of the Plant that the sale of this item had 
been affected adversely on account of imported material being of
fered by a Bombay firm at a price lower than that of the Plant. It 
may be mentioned that the import of this item was banned in 
1971·72. 

3.149. The Committee note that as on 31st March, 1M3 the com
pany was carrying a stock of 33 tonnes of value over Rs. ltD lakhl 
of Hydragine Hyderate as against stock of 1.3 tonnes of value Rs. 
43 thousands as on 31st March, 1972. It has been reported by the 
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General Manager of the Plant that the sale of this item had been 
adversely affected on account of imported material being offered 
by a Bombay firm at price lower than tbat of plant. It was also 
stated that import of this item was banned in 1971-72. Tbe Com
mittee would like to be informed about the disposal of the huge 
stocks of Hydrazine and Hyderate. The Committee have made 
their recommendation about the expansion of the capacity of this 
intermediate elsewhere in this Chapter. 

(ii) Ammonia Receiving and Storage Station 

Delay in completion of the Ammonia receiving and storage Station 

3.150. With a view to ensuring un-interrupted s.upply of liquid 
ammonia and to aviod extra expenditure involved in its procure
ment in cylinders i~stead of in bulk (in tank-wagons), the Com
pany decided in August, 1966 to set up an Ammonia Receiving and 
Storage Station with a storage capacity of 100 tonnes. 

3.151. The Fertilizer Corporation of India agreed to provide 
the design, technical assistance in the procurement, inspection, 
erection and commissioning of the equipment for the Station on a 
remuneration of Rs. 96,750. 

3.152. Out of eleven tenders received in November, .1967 for the 
supply of two ammonia storage tanks, the tender of Mis. Indian 
Sugar and General Engineering Corporation, Yamunanagar was 
accepted on 3rd June, 1968 at cost of 2.80 lakhs. Due to soma ad
dtional work like stress relieving, etc., the value of the order \I.'as 
later increased to Rs. 3.14 lakhs. 

3.153 According to the purchase order, the firm was to comp
lete the delivery within 9 months from the date of receipt of or
der, clearance of all technical details and receipt of the approved 
drawings and plates, etc. Owing to frequent revision of drawings 
by the Fertilizer Corporation of India at the instance of the firm 
and delay in execution by the firm, the tanks have not been fabri
cated and supplied so far (September, 1972). The -firm stated in 
July, 1972 that it proposed to complete the supplies by the end ot 
February, 1973. 

3.154. The tanks were actually received by the Plant on 31st 
May, 1973 and are awaiting (June, 1973) inspection and erection. 

3.155. The delay in the completion of the ammonia storage 
tapks not only resulted in the locking up of company's funds to 



239 

the extent of Rs. 2.30 Iakhs advanced to the firm but nas also led to 
an extra expenditure of Rs. 4.99 lakhs during 1969-70 to 1971-72. 
by way of price differential between the supply in cylinders and 
tanks-wagons. 

3.156. In this connection, following features deserve mention:-

"One of the considerations for selection of the firm mention
ed by the Fertilizer Corporation of India in its letter of 
12th January, 1968 was reliability (past experience and 
standing in the fabrication of pressure vessels of the 
firm. In respect to the complaint for inordinate delay 
lodged by the Company with Fertilizer Corporation of 
India Ltd. the latter, however, informed the Committee 
in April, 1971 as follows:-

"' ..... your experience with ISGEC is in no way unique 
since, we have also had similar problems with them ... 
they have been seeking a number of changes in the 
drawings from time to time to suit their, convenience 
.... Most of the changes suggested by the ISGEC have 
been on account of changes in materials, changes in 
dimensions due to wI10ng supply of material received by 
them as also due to either their inability (or could also 
be deliberate intention) not to follow the drawings 
furnished by us:" 

3.158. In terms of clause 21 of the purchase order, penaltylUqui
-dated damages @ 112 per cent over fortnight or part thereof sub
ject to a maximum of 5 pp.r cent of the value of stores not deliver
ed was leviable for delaved deliveries. No such penalitylUuidated 
ciamage~ were, however, levied. 

3.159 The Management stated, in a written note, about the com
missio~ing o~ the storage .levying penaltylliquf:dated damages for 
dellay In delIvery and taking up the matter with the Fer'tiIizer 
Corporation of India. as follows:-

40Th" storage tanks have since been erected and trial runs 
are in progress. A sum of Rs. 30,4891- is held back and 
the question of levying penaltylliquidated damages for 
delay in delivery is under consideration. The Fertilizer 
Corporation of India are our Consultants b this work 
and the docision to award the work to the firm has been 
taken by them. The question of expediting the supply 
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of tanks has been taken up with the Fertilizer Corpora
tion of India continuously and the urgency of these: 
tanks has been impressed upon them suitably." 

3.159i The Committee note that the undertaking decided in 
August, 1966 to set up an Ammonia receiving and storage station 
with a capacity of 100 tonnes for ensuring uninterru,Rted supply of 
liquid Ammonia and to avoid extra expenditure involved in it pro
curement in cylinders. The Fertilizer Corporation of India agreed 
to provide the desi,gn technical assistance in the procurement, ins
pection, erection and commissioning of the equipment for a remune
ration of Rs. 96750. Mer invitation of tender, the Undertaking ac

cepted the tender of Mis. ISGEC at the cost of Ks. 2.8 lakhs. The 
tender was subsequently increased to Rs. 3.14 lakhs due to some ad-· 
ditional items of work allotted. The firm was to complete delivery 
within nine months from the date of the receipt of the order, clear

ance of technical details and receipt of approved drawings etc. Be
cause of frequent revision of drawings by the Fertilizer Corporation 
of India at the instance of the firm there was a delay in completing 
the supplies and the supplies were actually received by the Under
taking on 31st May, 1973. As a consequence of this delay, the under
taking had to bear an extra expenditure of nearly about Ks. 5 lakhs 
during 1969-70 to 1971-72 by way of price deffrential between supply 
of cylinders and tank wagons. The Committee note that one of the 
considerati.o_!:_ for the selection of this firm was its past experience 
and standings in the fabrication of pressure vessels. It is surprising 
that the Fertilizer Corporation which recommended the award of 
work to this firm stated that th~ir experience with the firm was in no 
way unique and they had similar problems with them. The Com
mittee fail to understand as to how, inspite of their experience with 
the firm they bad recommended the firm to the Undertaking. 

3.160 The Committee were informed that the storage tank had 
since been erected and trials were in progress. A sum of as. 3048B 
was held back and the question of levying penalty for delay in deli
very was under consideration. The Committee recommend that the 
matter should be fully investigated and the Committee apprised of 
the results. 

H. Manpower Analysis 

3.161. While commenting upon the inadequacy of the estimate of 
2200 personnel made in the Detailed Project Report, the Committee 
on Public Undertakings emphasised in para 64 of its 22nd Report 
(~rd Lot Sabha-:-March, 1966) recommended that the work load of 
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vari'Ous categories of staff should be fixed with a VIew to determine
the exact number of persons required in the various sections of the 
factory. The matter was again examined by the Committee in its 
46th Report (4th Lok Sabha-April, 1969) and in para 10.01 of the 
Report ibid it was mentioned that the staff requirement as estimat
ed by the Unit was 5522 personnel. The Committee also recom
n'lended in pnra 10.10 of the Report ibid that the staff requirement 
should be carefully considered and reduction brought out, wherever 
essential. It was inter alia stated by the Ministry in November,. 
1969 in reply to above recommendation that the action had already 
been initiated on the lines suggested by the Committee. 

The study of the manpower requirement by the Industrial Engi
neering Department of the Unit was completed in September, 1972. 
The Manpower requirement estimated by the Industrial Engineer
ing Department for the expanded capacity of the Plant (2,000 tonnes 
per annum) was 4.53 personnel as against 5522 personnel reported 
to the Committee on Public Undertakings vide para 10.01 of the 
46th Report (Fourth Lok Sabha, April, 1969). The Report of the 
Industrial Engineering Department was sent by the Plant to the 
Chairman and Managing Director for approval in September, 1972. 

The Ministry have stated (October, 1973) that "The C&MD has: 
accepted the recommendations of the Industrial Engineering Depart
ment for additional manpower requirements. The General Manager 
has also been asked to fill up the posts in a phased manner accord
ing to the needs from time to time during the expansion." 

3.162. The table below compares the actual staff strength with the 
estimates mede in the Detailed Project Report and that assessed by 
the Industrial Engineering Department:-
----_.-----

Eltimate~ 

As per Detailed Project Report 

Total: Staff 
Strength 2,200 

Asoer 31'3 
Industri a J 69 

Enltine-
(ring 
Depart
mer-.t. 

Actual~ 

31 '3 
71 

31'3 
72 

Category-wise break-up of the projections made in the Detailed 
Project Report and as assessed by the Industrial Engineering 
Department together with the actual staff strength there against was 
not readily available. 
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.1n a written note the Management :.;;tated as under:-

"On completion of the construction phase the company had 
asked Synthetic Drugs Plant to assess its manpower re
quirement on the basis of their expected workload. Ac
cordingly, estimates were prepared by the Unit. These 
estimates in respect of Synthetic Drugs Plant were 5522. 
As these figures were considered to be significantly high, 
it was decided to constitute an effective Industrial Engi
neering Section to determine manning requirement 
scientifically. Detailed Industrial Engineering study was 
carried out by the Industrial Engineering Department of 
the Head Office, and in December, 1967 the manpower re
quirement for Departments with in the battery limits of 
the plant (Technical Departments) was placed as 2328. 

3.163. The manpower assessment of Industrial Engineering De-
'partment was put up to the Board of Directors in their 43rd Meet
ing held on 15th December, 1967. The Board approved these assess
ments and also allowed a flexibility of 10 per cent to the Chairman 
and Managing Director for readjustment of the manpower depending 
on the actual requirement for the first year of introduction. For 
the other departments situated beyond the battery limits of the 
plant, and including the manpower of the above Departments, the 
total manpower was fixed as follows:-

1970 3275 

1971 3309 

'Subsequently provided at 4053 as per Ind~trial Engineering study 
for expanded capacity. A:s per the Industrial Engineering Depart
ment study the break-up of 2328 for Technical Department and the 
actual staff strength there against the at the beginning of 1970-71, 
1972 and 1973 is as follows:-

No. of persons wurking on 

1 2 3 4 5 6 

Proc'uction Blocks 1364 

Laundry 13 

Central Plant Laboratory 117 

Engineering Deptt. 673 

--------------_._---
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1 3 s 6 

Supern'sor~' Posts 
(a) Plant Management. 36 

(b) Production Blocks • 60 

(c) Central Plant Laboratory 24 

(d) l!ngilleering Veptts. 41 

2328 3c6r 3094 3038 

3.164. During their visit to the Synthetic Drugs Plant, Hyderabad 
on 7th July, 1972 the Committee were informed that total expen
diture in that Plant on establishment was Rs. 140 lakhs per annum~ 
out of which 60 per cent was technical and 40 per cent on non
technical staff and the overtime paid was about Rs. 3 lakhs per 
annum. 

The Management gave the following break-up of the last three" 
yea1"3 as called for are as in the statement given below:-

1970-71 

1971-72 

1972-73 

Year 

. -.-- .. _. -- -...... ~.----,-
Establishment 

expenditure 

Technical Non-tech-
niclll 

97'07 20'60 

107'S9 20'69 

1I8' 26 22'52 

eRa. in lakhs) 

Overtime paid Percentage 
of total esta-
blishment 

Technical Non-tech- expenditure 
nical to total 

production 
cost 

1'52 0'00 14'59 
1'60 0'07 I l' IS 

1'55 0'08 12'41 

NOT!!: I. The salaries and allowances paid to staff on the pay rolls of administrative
departments like Personnel Accounts, Purchases, Security, Transport, Police, 
CISF; Fire Service C')I1lmercia) School, G.lest House, Field Hostel Dis
pensary Trainees' Hostel and Clerical staffworkiq in the offices of Sr. Deputy 
General Manager, Chief Engineering, Dy. Chief Engineer and Sr. Mechnical 
Engineers have been taken as on technical and shown accordingly. Sala
ries of all others working in the Plant area have been taken under technical, 

2. The overtime figures include the overtime paid to workers for public holidays'. 

3.165. The C4mmittee on Pubilic Undertakings in their 46th Re
port (4th Lok Sabba) had mentioned that staff requirement as esti
mated by the Unit was 5522 and recommended that the staff require
ment should be carefully considered and reduction brought about 
wherever essential. in response to this recommendation a study 
of the man-power requirement was undertaken by the Industrial 
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.Engineering Department of the Unit. According to their recom
mendation the total manpower was fixed at 3275 in 1970, and 3309 
in 1971 and 4053 for the expanded capacity. It has been stated that 
the strength at the end of November, 1973 is 3143. 

3.166. The Committee find that though a total strength was 
recommended by the Industrial En~neering Department, nn deiailll 
.are available category-wise with the result that excesses under any 
category cannot be ascertained. 

3.167. The Committee also find that the percentage of total 
establishment expenditure to the total product cast was of the 
-order of 14.5 per cent in 1970-71, 11.15 per cent in 1971-72 and 12.41 
per cent in 1972-73. The Committee recommend that undertaking 
"'Would make realistic assessment of the stafl requirements and regu
late the stafl strength with reference to production levels obtained 
from year to year and deploy the staft found surplus for other use
ful and productive purposes. 

lnte'rmediates 

3.168. On the basis of 330 working days, the Project Report capa
·dty of 4932.8 tonnes of intermediates was increased to 5346 tonnes 
per annum. The item-wise details of the capacity and the targets 
of production as per budget estimates and the actual production 
for the year 19m1-69 to 1971-72 are indicated in Appendix XI. It 
will be seen from the details given in the Appendix that, by and 
and large, the production of intermediates fell short of the targets 
in all the years. Except in three cases in 1971-72 the targets were 
generally less than the capacities. 

The reasons for shortfall between the targets and the actual 
.given in the case of bulk drugs are stated to hold good in the case 
of intermediates as well. 

On being asked about the items which are meant for sale and 
not intended for inter-plant consumption and whether the expan
sion of the capacity in the case of the intermediate was necessitated 
by the expansion of the capacity for main drugs, the Management 
stated that originally as per the product-mix there was n'o inter
mediate meant exclusively for sale. In case of Hyojrazine Hydrate, 
since I.D.P.L. did not go in for production of I.N.H., bulk of the 
intermediate went for external sale. As for Diethylamine is con
cerned. part of the quantity went for D.C. Citrate while the rest 
was offered for sale. 
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To a great extent the capacity of the intermediates was increased 
10 meet the captive consumption: In case of Hydrazine, Hydrate, 
taking note of the market trend which indicates inGl'ease in the 
-sales, it was decided to expand the capacities of this intermediate. 

3.169. About the reasons for allowing the import of Hyderazine 
Hydrate, an intermediate, whether the demand for this product 
"Outstripped the indigenous supply; (whether the expansion of the 
capacity was likely to be completed; and the present position re
garding disposal of the accumulated stock and the prospects for the 
-sale of the product on completion of the expansion programme) the 
Management stated as follows in a written note: 

"As on 15th January, 1974 we have approximately 51 tonnes 
of Hydrazine Hydrate (various concertrations). Efforts 
are a foot to liquidate the stocks against market cons
traints as imported material is available at much lower 
prices. We hope to sell the available stocks in the course 
of next 3 to 4 months." 

3.170. In this connection the Ministry inlormed as follows in a 
written note: 

"The material Hydrazine Hydrate is bei.ng imported into the 
,- the country against R.E.P. licences by Established Ex ... 

port Houses besides exporters of drug items like I.N.H. 
and Thiacetazone. It was reported by I.D.P.L. to the 
Ministry that imported Hydrazine hydrate is available in 
the market at much cheaper price compared to I.D.P.L.'s 
price with the result .that I.D.P.L. was finding it difficult 
to sell their indigenous production as the imported 
material was being offered at a price lower than that of 
I.D.P.L. The matter was accordingly taken up with the 
C.C.I.&E. who informed the Ministry that the current 
Import Policy for Registered Exporters has been framed 
keeping in view that excess imports do not take place to 
the detriment of indigenous production. The import of 
Hydrazine hydrate is allowed only against export of 
I.N.H. and Thiacetazone. A similar restriction has also 
ben placed on the import of Diethylamine which would 
be allowed only against export of 5 specific products as 
laid down in Public Notice No. 138/73 i·.3sued on 17th 
August, 1973. The Public Notice was issued after con
sulting LD.P.L. CCJ.l & E further indicated that these res
trictions are equally applicable to Export Houses who 
are aHowed to import applicable to items only against 
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expul't of specified products as indicQ.~d and to the. ex
tent of not more than 20 per cent of the F.O.B. value of 
exports. No Export House can have these items against 
transferred licences. A complete ban on import of these 
items will adversely affect exports. A substantial differ-
enCe that exists between the local selling price and the 
landed cost of imported material will make Indian pro· 
ducts uncompetitive in the world market. It was, fur
ther indicated by CCl&E that they are writing to the 
Export Houses to report to them the names of Actual 
Users to whom the goods were p~ssed on by them and 
the purpose for which such Actual Users would use the 
materia1. 

The present capacity of I.D.P.L. is 210 tonnes/year as against 
an estimated demand 'Of 300 tonnes/year by 1978-79. It 
is understood from I.D.P.L. that they are the only pro
ducers, namely Mis Bengal Immunity and Mis Pfizers 
have discontinued production of this item." 

3.171. The Committee note that capacity for production of inter
mediates has been increased from 4932 tonnes to 5346 tonnes per 
annum on the basis of 330 working days. The Committee find that 
the production of intermediates fell short of the targets in all the 
years from 1968-69 to 1971-72. The Committee also note that tfe· 
targets were generally less than the capacities except in three cases 
in 1971-72. The Committee were informed that to a great extent 
the capacity of the inter-mediates was increased to meet th~ captive 
consumption. 

3.172. The Committee also find that a decision was taken to 
expand the capacit.y of inter~-nediates like Hydrazine Hydrat .. 
taking into account the market demand for the prodqct. The Com
mittee, regret to note that as indicated in the Chapter on Inventory 
Control, there was a heavy accumulation of stock of this matertaI' 
to the extent of 33 tonnes of the value exceeding Ks. 10 lakhs .as 
on 31st of March, 1973. The Committee also find that the sal~ 
this item has been adversely affected on account of tIle imf,oJ.''t~~ 
material being offered by a private firm of Bombay at a price lower' 
than the price of the I.D.P.L. The Committee do not see any justi
fication for the expansion of the capacity of this intermediate in 
the face of the existing conditions. The Committee find that import 
of this item has sinee been bonned. The Committee, the;efore, re
commend that the undertaking should ensure that the cost of this 
product is competitive compared to the imported item, already avail
able in the market. 
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3.173. The Co~itt'ee also ,ret;qm.nead that the ..... re ... 
'Slibuld take action for the clearanee of tbe hllle stock of this me
.terial t~ avoid unneee,sary 10ekinC up of eapital to the e.tent of 
.,. 10 lubs . 

. Formulation.s 

3.174. The Company had intimated the Committee on Public 
Undertakings (vide para 6.37 of its 46th Report-April, 1969) that 
tbe Plant had a tableting capacity of 5,000 million tablets (1500 
tonnes) per annum. In the Detailed Project Report there was no 
·provision for stand-by machines. In reply to the recommendation 
of the Committee on Public Undertakings contained in para 6.39 of 
its 46th Report referred to above, the Ministry of Petroleum and 
Chemicals, however, informed (November, 1970) the Committee 
tl: 'lt, after taking into account stand-by capacity and time required 
tpr change-over from one product tp apother, the effe~tive capacity 
-of tableting wouJ.P be 3,051 million tablets per year based on two 
:shifts, machine working 6-7 hours per'shift. 

3.175. In September, 1973, it was further intimated by the Manage
gement to Audit that, keeping in view the following limiting fac
tors, the achievable capacity would be about 2,000 million tablets 
,per annum:-:-

(a) Down-time due to change over of the product-mix from 
time to time. 

(b) Isolation of products to avoid contamination. 

(c) Size of the tablets. 

(d) Physical characteristics of the mass . 
... 

(e) Working time. 

(f) Capacities at other stages like mixing, granulation and 
drying. 

3.176. As against the above-referred capacities, the product-mix 
in~ated in the Project Report for formulations was for 199.8 tonnea 
<ftlly (equivalent to 666 million tablets of the size of 0.3 gm. per 
tablet, per annum). 

3.177. It will be seen from abo~e that the Management have been 
'revising the formulating capacity down-ward from time to time. 

625 LS-17 
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3.178. From the details given below it will It:e apparent that the 
IICtwal. production fenshart ofth~ ~educedcaPaci~y even:~ .. -. 

j" Year Capacity Target Actual Percentage .• r Actual .~ 

foTmu- fonnulations to 
lations 

Capacity Target 

1968-69 

J969-70 . 

1970-71 . 

1971-72 • 

1972-73 . 

1973-74 . 
(UP to Oct. 73) 

3,000 

3,000 

: 3,000 

3.000 

3,000 

3,000 

(In million tablets) 

1950 268' 

1,612 440 

J,375 598 

S39 J,S04 

1,397 1,822 

J,6oo 1,141 

8'9 13'8 

J4'7 27'3 

J9'9 43'S 

50'1 279'1 

6°'7 13°'4 

38'3 

._--------

3.179. In reply to the recommendation of the Committee on Public 
Undertakings (vide para 6.37 of its 46th Report-April, 1969) that 
Sabha-April, 1969) regatding utilisation of excess formulation capa
city by importing some intermediates, the Ministry had stated on 
26th November, 1970 as follows:-

"Action on the recommendation will be taken after produc
tion. . . is established and proper assessment of the de
mand of the various formulations is made, having regard 
to the formulations which are alr~ady being made and. 
marketed by the various drugs producers in the country." 

3.180. The result of the exercise undertaken, if any, by the Minis
try in the light of the above commitment is not known. 

3.1~1. In this connection, the Ministry have stated (October, 
1973) as follows:-

(a) Indian Drugs and Pharmaceuticals Ltd. have been issued 
a letter of intent for the manufacture of following drug 
formulations on the condition that the manufacture of 
bulk drug should be taken up within three years of the 
date of issue of the licence:-

(1) Diazepam (5 mg. and 10 mg.) tablets. 

(ii) Metronidazole (200 mg.) tablets. 

(iii) Trimethoprim & Sulphamethoxazole (80 mg. and. 400 
L. .. \ mg.) tablets. 
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(tv) Chloroquin pho8ppate (250 mg.) tablets. 

(b) ~hey have a]s~ been issued letters of intent/industrial 
hcences for varIOUS bulk drugs which would enable them 
also to utilise the formulation capacity by importing the 
bulk drugs in the interim period until they commence 
basic manufacture. 

(c) It is also proposed to grant them industrial licence for 
Thiacetazone which will enable them to produce anti TB 
formulations in addition to the present range of PAS and 
INH formulations. 

The Manag~ment stated in a written note as under:-

"It had been mentioned in the Detailed Project Report that 
the form$.llations capacity of S.D.P. was 5000 million 
tablets. The capacity of 3051 million tablets per annum 
was given in 1970 when we were producb\g less than 600 
million tablets per annum consisting mainly of sulpha 
drugs. Later on, the Plant took up new sophisticated 
formulations like Hexavitamin, B-Complex, Cemizol etc. 
These formulations require special conditions of humidity, 
drying et.~. and as already mentioned, the capacity got re
duced due to the change in the product mix. It may be 
mentioned that the Plant today is producing almost at the 
level of 1800 to 2000 million tablets per annum. The pro
duction of formulations during the year 1972-73 was ap
proximately 1731 millions. The profit from formulations 
division during the year 1972-73 was approximately 
Rs. 140 lakhs. In respect of certain formulations like 
Piperazine Phosp.hate, Piperazine Citrate and Sodium 
PAS (granules), the selling prices are lower than the cost. 
The prese{lt capacity of 2000 million tablets is being fully 
utilised to meet the requirement of the market." 

3.182. About the assessment of the demand of the various formu
lations made by the Management it was stated that the market as
sessment of the various formulations introduced by the Company 
is done from time to time. They study in depth the total potential 
of a particular formulation and their likely market share on their 
introduction of a similar formulation. 

3.183. About the economics of the Formulation section on the 
basis of the recruced capacity of 2,000 million tablets/annum the 
Ministry stated in a written note as under:-

"Economics of the formulation section was not worked out 
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as it would vary greatly with the product-mix. The {.,0111-

pany produced approximately 1731 million tablets during 
1972.73. This r~sulted in a profit of approltimately Rs. 140 
lakhs for that year, after depreciation and interest. 

IDPL have stated that in respect of certain" formulations like 
Piperazine Phosphate/Citrate and Sodium PAS, the selling 
prices were lower than their costs. The company has been 
given a revised price, in respect of Sodium PAS granules, 
from 19-1-1974. It is for the company to approach the 
Government for revision of the prices of the other two 
products also. Revision of prices, should improve their 
profitability position .. It is also understood from the com· 
pany that the capacity of 2000 million tablets is now being 
fully utilised to meet the requirements of the market. In 
caSe of production of formulations by the Company, the 
capacity is not a limitation as it can be slapped upto 3000 
million tablets per annUm by introducing a third shift, 
and by adding some balancing equipment in the drying 
section." 

Whether any assessl\lent of the demands of the various formula
tions was made by the Ministry, it was stated that no specific assess
ments about the cW:!rpand of the various formulations were made by 
the Ministry as there was a very large number of formulations, 
many with slight variations and the total number ran into tens of 
thousands. The Task Force on Drugs & Pharmaceuticals constitut
ed by the Planning Commission, had assessed the country's require
ments for drugs and had indicated the requirements of the various 
bulk drugs during the 5th Plan period. Earlier, the demands of 
tqe individual bulk drugs were being assessed by the Drugs and 
Pharmaceuticals Development Council. 

3.184. As regards individual formulations, it is for the manage
ment and particularly the Marketing Division of the Company to 
assess the reqUirements of the various formulations and based on 
their estimates of marketability. 

3.185. About the import and utilisation of formulation capacity 
the Ministry informed the Committee in a written note that:---

"IDPL is presently being allowed imports or releases of bulk 
drugs imported through STC, to enable them to tak~. up 
formulations based on new drugs. The extent of ubhsa
tion of the formulation capacity would depend upon the 
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1Xlaz:~t demand of the ,product mbt:' out Of plant and also 
the quantum of bulk drugs that would be' avaiIlble to them 

,.for f9rJJ1ula~()n.·PllfPOses.·t(, ! " 

" 

, . i : " ~ 

"IPPL, is expected to c:ontribute in the development of the 
. i~dustry by produ~jng ,and supplyingth~ "bulk' drugs for 

formulation purposes. If IDPL are . required to utilise 
their entire production of the bulk drugs for formulation 
.ac;t.ivity, it would mean starvation1t>fthe existing formula
. tor •. who a,rs alreadY'ilt the field, which .oUld not be a 
~sirapl~ situattoni ,.It is on this'conSider~tfdn 'that 'the 

.. ' bulk <irugl$' 'JU'oduceQ by IDPL as \VeIl as' the imported 
·Ii quantities are distributed, amongSt the various 1ormulat. 

ing units. based on the: recommendatiC5hs 'm~(f~ by the 
State, Drug ,Conttollelli' who, in tUTn, iake' \lieit past c.on
sumptjoD 8s the, basis . for recommendation and ~~rta:inad
dit~onal quantities &tre Iilso:being' al1o~ 'dl!p~dthg upon 

q '~ne Qat.gori.amn of tlt8;,ftrm. ", "', ~ ;.~,. , 
ii' 1 ~ I ~",,: 'I; 

This preferential treatmeni:is,bet*g.terirded to 'them' to gear 
up their Iproduc~ion which was affected during the last 
few years as a result of disturbed conditions prevailing 
there. The DGTD units are being given only on the basis 
of their past consumption and no incremental quantities. 
ar& being allowed to them, since their activity is regulated, 
under the l.ndustries (D & R) Act." 

3.186. The Committee note that the plant had 5,000 million tablet
ing capacity pel' annum. In reply to an earlier rec:ommendation of 
the Committee (para 3.39 01 their 46th Report 1968-69 4th Lok 
Sabha), the Ministry of Petrole"m and Chemicals had informed the 
Committee in November, 1970 tbat after taking into account sta.d 
by capacity and time required (or cha,ge over from one product to 
another, effective capadty of tbe taMeting would be 3051 million 
tablets per year based on two sbifts machines working. The Com
mittee find that in September, 1973 the achieveable capacity was 
reduced to %,000 minjon tablets per annum keeping in view the 
change in tbe product mix, size of tbe tablets, pbysical cbaract'eris. 
tics, capadties at various stages like mixing, granulation and drying. 
Tbe Committee find that as against these capacities, the product mix 
indicated in tbe Project Report for formultftion was onJy 666 million 
tablets per annum. It will thus be seen that the management has 
been revisinK' tbe formulation capacit)' downwards from time t. 
time. 
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3.187. The Committee also note that .cilla) production fell short 
of even the reduced ~pacity. The percentage ofadual formulation 
to capacity (3000 miUion tablets) ranged fromS per cent in 1968-69 
to 60 per cent' in 1972·73. The Committee were informed that the 
plant is now- work""g at a capadtyof 2,000 million tablets per annum 
and production of formulation during the year 1972.73 is of the order 
of 1731 million tablets. 

3.188. The Committee regret to note that economics of foralU-
. lation section on the basis of reduceCI capacity of 2.000 million tablets 

per annum has not been worked out, as it is stated it would vary 
greatly with the product mix. The Committee were also informed 
that plant is being allowed imports or releases of bulk drugs im· 
ported thr0u"h STC to enable them to take up formulation based on 
new produds. As the main margin of profit is in formulations the 
Committee stress that undertaking should carefully assess demand 

. of drug and medicines commonly in demand and on which foreign 
firm are making sizeable margins so as to andertaketheir manufac· 
ture/marketing at the earliest & thus bring abont more competitive. 
ness in drugs and bring down the rates. 
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SURGICAL INSTRUMENTS PLANT, MADRAS 

A. Project Estimates 

4.l. As mentioned in para 5.3 of the 46th Report (1968-69) of th~ 
Committee on Public Undertakings, the Project Estimates of Surgi
cal Instruments Plant were revised a number. of times. The table 
at Appendix XVII indicates the estimates approved for the first 
time by Government in October, 1966, when the plant had already 
been c.ommissioned, the revised estimates framed by the Company 
in August, 1968 and approved by Government in August, 1971 and 
the expenditure incurred (including commitments) there-against up 
to 31st March, 1973. 

4.2. It will be seen from the Appendix that:-

<a> increase of Rs. 24.70 lakhs under "Administrative and 
General Expenditure" over 1966 estimates was more than 
counter-balanced by the decrease of Rs. 20.21 lakhs in ex
penditure under "Township" owing to the pruning of the 
construction programme; and 

(b) a further expenditure of Rs. 5.28 lakhs was required 
against plant and equipment to complete the project. 

4.3. The Ministry in a written note stated as under:-
"Poaitioil of employees vis-a-vis allotment of residential ac-

l, 'commodation is:-

Type1l of Quarter 

B . 
G ," 

D I 

E 
' ,d 

j ~ ; 

Servants' quarters . " j 

,.J 

; , 

No. of 
quarters 

available 

3(6 

117 

S2 

18 

II 

,1<1 .: 

0ccupied Occupied 
by SLP by others 

employees 

j 

307 

113 

43 

II 

10 

..... 

6 

4 

4 

'16 

Vacant 

) 

a , 
r 
r 

12 

'1 .! "" 
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•. 4. Plant had 1003 employees as on 15-11-1973. The break up of' 
employees according to their eligibility for different types of quar-, 
ters is not readily available." 

4.5. About reducing the outlay bn township, the Committee were. 
informed ,by the Management as follows:.-

CIA total outlay of Rs.'·124.13lakhs' w~s sanctioned by the Gov
ernment in October, 1963 for the township, consisting or 
644 quarters and other ancilliary facilities, the require
ment of the quarters of 644 was based on ~he undeveloped 
nature of the area and its distance from citY when the pro
ject was sanctioned. The construction of the township 
was taken up in a phased manner and 501 quarters were' 
either completed or in different stages of completion by the 
time the IJl(io-Pakistan hostility 'started in 1965. In Sep
tember, 1965 under instruction from the Ministry the 
expenditure on township was frozen and works costing 
approximately Rs. 31.711 lakhs (as on that date) were de
cided to be postponed for the ne"t financial year. This 
was subsequently further postponed dUe to the emergency 
that was declared then. Later, by 1967-68· it was noted' 
that the housing facilities in the city and also in the ad
joining areas had improved considerably and hence the· 
outlay on the ~lan.ce works was not taken up ,as a mea
sure of economy. The Management h .. s made available 
accommodation to all those who have applied for the 
same." 

'.6. The Committee in paragraph 5.3 of tkeir 46th Report (19458-
69) on IDPL had pointed out that the estim*tes of the Surgical 
Instruments Plant had been revised 5 times during a period of 8 
years from 19451 te 1968. Th~ Committee note tbat estimates revised 
in AUgusf, 1968 were approved by Government in August, 1971 for· 
B.s. 464.71 l'akhs as against the estimate for Rs. 476.69 lakhs approv
ed by Government in October, 1966 for the first time. The Commit
tee find that the actual expenditure upto 30th September, 1973 was 
'Rs. 469.66 lakhs which is more than even tbe final estimate approv
:ed by Goyernment. Apart _ from the increase of over Rs. 2 lakhs in 
administr~tive and .eneral expenses, the Committee find that there 
has alsp been an excess of over Rs. 2 lakhs on Plant and equipment. 
'The Committee are surprised that estimates revised and approved 
in 1966, i.e. after the plailt had been commissioned had a,ain to be 
revised in :August 1_ and approved by Government in August, '1t· 
_Del the acta .. expeDCliture had, bowever, exceeded "tIae ,approved· 
estimates of 1971. The Commitift are not sure whether even now' 
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the liabilities to be adjusted a.aiDst the project had be€'Il tUea iDte. 
auoUDt anel .tbere woulel be DO further revWoo of preject estimates. 
The Committee weuld like to be informed of the positioa .. 

B. Performance Appraisal 

4.7. Rated capacity:-According to the Detailed Project 
Report, the rated capacity of the Plant is 2.5 million pieces per 
year of 166 types of instruments. Out of 166 types 18 types alone 
account for 1.8 million pieces. 

4.8. The Plant was commissioned in 1965-66 and began to pro
duce instruments for stock without proper market survey. These 
instrumentM did not, however, command a· ready indigenous 
market for the following reasons :-

1, 

(a) The Russian pattern did not carry conviction with 
Indian doctors on account of ~heir being heavy or 
'different in specifications. 

(b) High prices· baed on .partial fulfilment of capacity. 

(c) Plant was des~gned to produce large bulks of a rather 
restricted number of varieties, whereas the market 
required a large variety of instruments of various types; 
each. type being required in small numbers. 

4.9. Consequently, large stocks of unsold instruments accumu
lated between 1965 and 1968. 

4;10. A survey of· the indigenous market was then undertaken 
by the National Applied Economic Research in April, 1966. The 
stuciyrelated, to 283 types of instruments against a known list of 
1770 types as per catalogues of international manufacturers. ]n 
July, 1967-March, 1968, Marketing Division of IDPL conducted a 
"Quick Demand Survey" covering 467 items as against 286 types 
covered by NCAER study. According to these surveys, the instru
ments in the original product.mix envisaged in the Detailed Project 
Report were required to be modified. 

The Surgeon's Committee constituted by the Company in 1967·68 
reported that out of original 166 instruments, 26 items had been 
dropped out of the programme, 67 were acceptable, 11 were 
acceptable with modification. The Committee also recommended 
that only· about 25 per cent of the original product-mix could be 
aeceptable i;o the Indian market and the remaining have either to 
be"modified or given up and in its place a new set of instruments, 
required for various surgical disciplines were to be developed .. 
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4J1. No exercise was' undertaken by the Company to determine 
1be rated capacity of the plant in: the light 'of tHe 'change in' . the 
product-ft'!,bc till 1971';'72. It was stated (May, '1972) that the capa
city of the Plant had been viewed recen1:\y at the instance of the 
Ministry of Petroleum and Chemicals. According to such a review 
the capacity, on the basis of product-mix expected to be deve
loped in future, has been evaluated at 1 million pieces of instruments 
and Rs. 30 lakhs worth of job orders, per annum. 

In the perspective plan for the period 1972-73 to 1974-75 drawn 
up by the company, the following operating contraints were, how
ever, mentioned:-

(a)The imbalancer,in the capacity of the various shops due 
to changes in the composition of the product-mix 
from time to time, resulting in bottlenecks in grinding 
and assembly operation. 

(b) Low productivity of the workmen in grinding and 
assembly shops where operations are mainly manual. 

f.12. It was also reported (May, 1972) that although the Plant 
had taken some steps to remedy the above situation by developing 
some ancillary unit for off-loading a part of the grinding and 
assembly operations and also by engaging temporary staff in the 
grinding and assembly shops, these did not prove very effective. 

4.13. In this connection, the Ministry have stated (October, 
1973) as follows :-

"The capacity of plant was reduced from 2.5 million instru
ments to one million instruments because of the 
technological problems, especially in grinding' and 
assembly shops and due to drastic changes in the 
product-mix. It was assessed that the plant could pro
duce a maximum of one million pieces broken up into 
various categories as detailed below :-

Name of the instrument 

Box Joint Instruments . 

Scissors 

Items for PHE & Family Planning . 

Dental Forces . ' 
ENT lit Eye Instruments 

Misc. ~tems (including .knives, sp~t welded hollow handle and. misc. 
orilinat product-mix instruments) '. . • . • 

Qty. in lath 

4'0) 

0'7S 

07.60 

o· 10 

10' 00·· 
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4.15. Asked as to why the rated capacity of the plant was not 
determined in the light of the change in the product-mix till 
1971.72, the Committee were informed that since 1967-68, the need 
for effecting suitable changes in the product-mix were noted ~nd 
steps taken to diversify production both in Surgical Instruments 
and light engineering jobs. Since diversification was in new lines 
of production for ready technology was not available, and produc
tion was only to orders and hence restricted, productive norms 
had to be built up with care. Hence no, attempt at fixing the 
capacity rating were made. Subsequently based on the experience 
gair.ed in the intervening years and ftnalisation of a specific pattern 
of product-mix. the rated capacity of the plant for the product-mix 
alongwith an assessment of the spare capacity in the other areas 
that could be utilised for light engineering works was undertaken 
in 1971-72. 

4.4.6. About ,the evaluation of tbe capacity of ,the Plant and the 
level at which. was done, the Management stated that "the plant 
analysed the work content of the revised product-mix that would 
fetch at lea8t an average value of Rs. 10/12 RE!f piece, and be accept
able to the Indian surgeons,. Also the typas·of instruments required 
by Made export were included illt4e product . 

. 1.t was alsl;> stated that the product-mix miiht ,..change still 
further depending on the contomer areas-indigenous on western 
market subject to this possibility, one millions c;apacity would be 
the optimum production turn-over of Surgical Instruments. 

4.11. Based· on this product-mix, the surplwi capacity in areas 
like· the Tool Room. Forge Shops, etc. was taken analysed and it 
was assessed that with a few balancing equipment 'for the Tool 
Room, a job order productio~ of approximately Rs. 30/- ·lakhs could 
be achieved within the overall available infrastructure. 

4.18. The types of jobs that could be processed on SIP's equip
ment capacities and specifications in the surplus equipment areas 
were assessed. Ruling marketable prices were considered. 

4.19. It was then decided that the logic and purpose of accepting 
jobs orders should primarily be to relieve the incidence of the 
heavy fixed costs of SIP which the Surgical Instruments alone 
co.uId not bear. The principle of marginal costing was to be 
adopted in such cases, for deciding the economics of accepting the 
jobs orders at market prices. The revenue that would be forth
coming on the. product-mix of surgical instruments and the light 
engineering works was than considered in relation to the total 
expenses. 
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4.20. The Management has stated that "the: market demand for 
surgical instruments in the country is not expected to meet fully 
the break-even requirement of the plant. Hence, for a number of 
years to come, SIP will have to be treated as export oriented and 
as such, the Government have been approached to provide SIP 
active export assistance. Based on these premises the profitability 
of the product-mix of one million instruments and jobs orders 
production of Rs. 30/- lakhs was found to be sound and the econo-

. mic viability of the plant assured." 

4.21. The Committee were informed that the evaluation of the 
capacity at one million pieces of instrument and Rs. 30 lakhs 
worth of job orders per annum were not placed before the Govern
ment for approval. 

4.22. The Committee regret to note that SIP was commissioned 
in September, 1985 to produce 2.5 million instruments for stock with
out a proper market survey with the result that the instruments did) 
not. command a ready indigenous market became of high prices res
tricted number of varieties and pattern of instruments not carrying' 
conviction with Indi8n-Surgeons. Con~ueDtly, the Plant was faced 
with an accumulated stock of Rs. 2.57 lakhs at the end of March, ],968. 
The Committee find that in April, 1964) a market survey was conduct
ed by the NCAER. Subsequently in 1967-418, the MarketilYgDivision 
of IDPL conduct~d a "Quick Demand Survey." Ae~ordinll to 
both these surveys, the original product-mix in the DPR needed to 
be modified. In 1967~, a Commi'ttee of Surgeon'! recommended 
~hat only about 25 per cent of the original prodpct-mix could be 
aecep~ble ia the IDdjan market aqd the remaining had either to 
be modified or given up and iastead new types of instruments 
were to be developed.. No exercise was done by . the Company. to 
determine the rated capacity of the· Plant in the light of the 
ehang~ in product-mix based on this survey till May, 1972 when 
the rated capacity was brought down from 2.5 million instruments 
to 1 million instruments and Rs. 30 la1cbs of jobs orders. 

4:.23. The Committee were informed that the reduction in the 
rated capacity was not placed before Government for, ,approv~1. 

4.24:. It has been admitted by the Management that "the market 
demand for suraiea) instruments in the country is not expected to 
meet, fully u,.e. break-even requirements of the plant." The Com

, mittee are of the opinion that all the probiems of the Plant are due 
to tbe absenee.of a market survey before deciding upon the product
mix for this plant. The Committee fee-I that eVen now it is not 
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too late to ascertain the types of surgical instruments whlc:h would 
be suited to the I-lilian market and re-determined 'the eslanDl pro
dllet-mix suitability so as to make the plant eeoaoQlically viable. 

4.25. The Committee wOlild like Government to go c:areflllly 
into the qllestion of ellport possibilities from thi" Plant to East 
Ellropean aDd other countries and have along' tena al'l'8DgemeDt 
so that the .Ut in c:apacity which is surpills to teqlliremeats. cn 
be Pllt to profitable use. The Committee would lib to be informed 
within six months of the coacrete ateps takea ill pursuance of this 
recommendation. 

C. Adllal Prodlletioa Performance 

(i) Instruments 

4.26. As against 166 types of instruments envisaged in the De
tailed Project Report, actual production was confined to 142 types 
only. Out of the 142 types, only 46 types were acceptable to the 
Committee of Surgeons appointed by Government in 1963-64 to advise 
on the suitability of the instruments included in the programme of 
manufacture. 

In order to clear the accumulation of unsold stocks worth 
Rs. 25 lakhs. the Board decided in July, 1967 not to undertake 
production in future unless there were definite orders in hand. As 
the orders from individual customers were in small lots, the Plant 
waited to ac~umulate sufficient orders for the same categories so as 
to organise production in economic lots. This,' however, led to the 
di version of customers to other sources. In certain cases, even 
When the individual orders had been clubbed. the lots were not 
economic. The pattern of indigenous orders received showed a' 
high degree of varieties but each variety was required in relatively 
small numbers, whereas the Plant was designed to produce large 
bulks of a rather restricted number of varieties. No indigenous 
orders conforming to this requirement were available and steps 
were taken to se:-ure export orders confined to large number of 
restricted varieties of instruments. Accordingly, in the trade agre· 
ement with the Soviets, a provision was made for the export of 
certain instruments for a period of 5 years. In fact, the Plant had 
bee:J. mainly dependent on export orders for these instruments since 
1970-71. 

4.27. In March, 1972 the Board, however, agreed to the building 
up of stocks beyond 1500 pieces of such instruments whose annual 
demand economically justified their manufacturing to stock. 
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4.28. The table given at Appendix XVIII indicates the planned' 
and actual Eroductiori of acceptable and nOD-acceptable items under 
the Detailed Projl!CtReport and 1h~' 'diversified iteI1lsndt included 
in the Detailed Project Report, for the last 5 years. 

, . 
~ I " 

".29. It will be seen from aboIVe that the 'actual production fell 
short of the planned production in all the years and under all the 
categotieS', e"en' thQugh the planned production itself was much 
lower than the reassflllled capacity: of 1 million pieces of instru
ments. The Management have assigned the following,:reasons for 
th~ shortfall in production during 1971-72:-

(a) Production deficiencies, sp~ial1y in .the Assembly and 
Grinding operation which had rendered it difficult for the 
Plant to keep pace with _ the order position. 

(b) Disturbed labour situation. 

(c) Enhanced quantum of work involved in removing the 
cracks and rectifying other defects found in the finishing 
stages of production. 

4.30. In connection with factors responsible shortfall in produc
tion in 1971-72, the Management further stated as follows:-

While the cumulative effect of the different causes like the 
production deficiencies, disturbed labour situation and 
defects found in the finished stages of the production 
was indicated, it is not possible to quantify the shortfall 
in production in 19710·72 under each element. While 
framing production plan, these factors were considered 
and certain targets of improvement in productivity ski1l 
and also smooth flow of material to and from the off
loading centres were assured. However, the rise in pro
ductivity skill of worker~ or in differing operations with 
who were continuously being retained and hence chang
ing personnel on short cycles and then being put on more 
and more skilled jobs, did not always keep pace with 
the planned rate of improvement. Similarly, the off
loading centres also could not keep to our plan require
ments as they also faced similar problems. HenCe, while 
substantial improvements in production quantities were 
achieved year by year, the net performance was short of 
the production targets. Since the steps taken in Grlndo
ing and Assembly shop on new instruments like Box 
Joint and knives had SUbstantially improved the avail· 
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ability of skill and to a large extent productivity 'On 
individual operations, the practice of off~loading could 
now be stopped and the full set of operations taken in 
the SIP's shop itself. This would contribute to more 
rigid control of consistency of quality of every stage. 
As some of the defects found in the finishing stages of 
production had emanated from earlier operations like 
forging, machining and assembly, the following steps 
have been taken to avoid such errors:-

(a) In the Forge Shop a sand blasting equipment has been 
added on to the lay-out so that the forgings could be 
cleaned and surface defects and cracks due to improper 
forging detected at the earliest stage. 

(b) Some of the cutters required for machining in the Box 
J oint Technology needing greater accuracies than pos
sible in the capacity of the Tool Room were procured 
from Standard Tool Manufacturers. 

(c) A detailed analy!!is of the causes of rejections had 
indicated that some of the cracks and failures in the 
final functional tests had also emanated from exces
sive strains caused by improper fitting operatfons. 
Steps have been taken to avoid or minimise such strains 
at the earlier operation on Assembly. 

4.31. It has been reported in the Annual Report of the Company 
for 1971-72 that the Plant has introduced changes in the technology 
and special tooling to improve the productivity of workmen. In 
addition, steps have been stated to be taken to increase the produc
tion by off-loading a part of Grinding and Assembly operation. 

4.32. The extent of off-loading resorted to by the Company is 
indicated below:-

-------
1970-71 

1972-73 . 

]973:74 . 
(April to Dec. 73) 

(Rupees in lalths ) 
--------_. ----------------

15·53 
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4 33. About the fact whether off-loading of Grinding and Assem
bly operations on a permanent basis would solve the problems of 
the imbalance in the shop, the Committee was apprised as under by 
Management: -

"Development of ancillary industry for part of f~l1 operations 
on Surgical Instruments and other items of identical 
technology like domestic scissors and pliers etC. to au~ 
ment SIP's production is a definite remedy to remove 
the imbalance. However, the scheme of off-loading 
practised earlier, by participation of SIP's employees in 
their spare hours to utilise their know how h~ve been 
noted. But a full ancillary. set-up could be organised 
only over a period of years, as considerably preparatory 
training and transfer of know-how would be necessary." 

4.34. About the disposal of the unsold stocks of instruments 
worth Rs. 25 takhs, the Committee were informed that "the inven
tory of finished instruments as on 31st March" 1968 was for 21.49 
lakh Rupees. The selling prices for these instruments were re
vised in 1969. As such a comparison on value of instruments for 
assessing the disposal of such unsold items as up to 31.3.1973 may 
not give a true appreciation. As such a statement of the stocks of 
the original 166 types of instruments as on 31.3.1968 and the current 
status of these instruments as on 31.3.1973 is enclosed (Appendix 
XIX). It will be seen from the statement that the total stocks of 
such instruments have come down from 2,57,124 numbers on 
31.3.1968 to 82,810 on 31.3.1973. Another point that may be noted 
is that against the original product-mix of 166 types of instruments 
for which there were no stocks as on 31st March, 1968, 3900 numbers 
were in stock as on 31st March, 1973. These were produced against 
orders. 

Asked whether in view of the fact that the pattern of indigenous 
orders received showed a high degree of varieties but each variety 
being required in relatively small numbers and the Plant designed 
to produce large bulks of a rather restricted number of varieties, 
it would ever be possible for the plant to execute the indigenous 
orders on economical basis. The Management stated that the fol
lowing steps need to be taken:-

(a) Since the bulk of the demand for surgical instruments in 
the country would be for Government, hospitals and 
Government institutions, there should be advance plan
ning on a national basis for the requirement of specifie 
types of instruments in the requirements and placement 
of orders on the surgical instruments plant. 
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(b) While exploring the Export Market aggressively the 
development of specifications for such orders should be 
matched with the requirements of such specification~ 

indigenously alsq. It would also enable the Surgical 
Instruments Plant to share the burden of development 
and pooling costs for' such new designs. The consequent 
bulk production for export as well as indigenous market, 
would enable reduction in cost and make the indigenous 
and export prices attractive. 

(c) In view of the very wide variety of instruments required 
. by the surgical profession (over 2,000 types) there would 
still be large' number of types for which the continued 
demand for Export and Indigenous markets may not 
satisfy the economic 'batchquantities requirement. To 
meet such requirements, development of ancillary units 
around the Surgical J,nstruments Plant and active col
~boration, with small scale Industries in the country 
would 'be necessary," 

~.35. About the total requirements of instruments in the country 
and the share of the Plant therein according to the survey, if any 
conducted by the. Company the Committee were informed that as 
no systematic survey had recently been conducted, the total require
ments of instruments in the .country and the share of Surgical 
'Jnst~u~ents Plant· therein could not be specifically indicated. 

4.36; In respect of the shortfall in .• production under each of the 
categol'y during 1968-69 to 19720-73 notwithstanding the· fact that the 
planned production in these years was much lower than the res'P
sessed capacity, the Management stated as under in a written 
note:-

"The shortfalls in production against plan under each of. the 
categories are as indicated in· statement enclosed, (Ap
~ndix XXI). It may however be noted that the pattern 
of: product-mix has been cbe:nging and is at present 
comprised' of Box joint, scissors and miscellaneous items 
(iuclwiiDg curettes and knives for Medexport) which 
necessitates continuous retaining of persopnel for new 
items." 

4.37. From the item-wise production of instrwnents as planned 
and actuals there agaiJ;)st for the years 1968-Q9 to 1971-72, it is seen 
that although no production was planned of a number of items, 
625 LS-18 
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yet actual production thereof was undertaken. Similarly production 
of a number of items was more than the planned figures. The Com
mittee were informed as follows in this regard:-

"While the plans for each month in the years under reference 
were being evolved against the then current orders, they 
were based on certain anticipated improvements in skills 
and productivity of the workers in the Grinding and 
Assembly Shop. who Were being constantly retained on 
different operations on varying types and sizes of instru
ments, whenever such build-up was not adequate affect
ing the production out-turn or when urgent small orders 
were received in the company, the shop plans were 
revised from time to time provided orders for such items 
existed and adequate work-in progress at appropriate 
stages were available. 

This was done to maintain an increasing pattern of prnduc
tion month by month. This incidentally will continue to 
be a feature so long as a fairly stable product-mix is not 
achieved, and the difference between plan and production 
only tapered down over the years. That would E'xplain 
why production was not strictly according to the plan." 

4.38. The Committee note that the Surgical Instruments Plant 
was commissioned in September, 1965 and was designed to produce 
2.5 million surgical instruments of 166 .types according to the Detail
eel Project Report. -As only 4.6 types were acceptable to the Indian 
Market, the Plant was faced with the problem of unsold stock 
worth Ks. 25 lakhs. In July, 1967 the Board of Directors decided 
that no further production should he undertaken unless there were 
definite orders for the same. The Committee find that since the
Plant was essentially designed for bulk production of small num
ber of instruments and the orders received by the Plant werl' only 
in small lots, with the result there was diversion of customers to 
other sources. Since 1970-71 the Plant had 1teen mainly dependent 
on exoort orders. The Committee recommend that as the Plant is 
de& ","(''" to produce large bulk of a restricted number of varieties 
of Instruments, the Government!IDPl .. should pool in coordination 
with the State Governments, the requirements of Surgical Instru
ments for the GoverllDlent Hospitals all over India so that the Plant 
can take up the production of such instruments i. economi.. lots. 
Thi!S may be of some help in finding orders for the utilisation of the 
existing capacity of the Plant. 
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4.49. The Committee also find that actual production of the SIP 
fell short of the planned ,Production in all the years and under all the 
categories, despite the fact that the planned production itsel£ was 
much lower than the reassessed capacity of one million piece~ of 
instruments. Apart from the disturbed labour situation the short
fall in production particularly during 1971-72 has been attributed 
to production deficiencies especiaUy in the Assembly and Grinding 
Shop. The Committee also find that though no production was 
planned for a number of itemsi yet the actual production thereof 
was undertaken. Similarly production of a number of items was 
also more than the planned targets. In this connection it ha~ been 
admitted by the Management that "this incidentally will ('ontinue 
to be a feature so long as a fairly stable t>roduction is not ac!1ieved." 
The Committee recommend that in the interest of stabilising pro
duction, existing system of planning and control of production 
should be placed on a more rational footing ., that the Plant is 
in a position to plan its production keeping in view the pattern 
of demand in the country. 

Rejection of Instrument.'! 

4.40. The table below indicates the rejections in the various 
shops and overall percentage of rejections to the tolal production 
in respe~t of all the shops:-

-"'-"-"-'--~ ------ •.. -- .. . _----_._----- ._-_ ... _---._--_ . 

Year Forge Machine Grinliing Total Percentage: 
shops shop & to re;~ctinns 

Assembly to Intal 
Shops production 

(Nos.) (Nos. ) (Nos.) (Nos.) 

1968-69 12,852 1I,IlIO 27,S3!! 52,200 22'40 

1,)69-70 11,1186 6,535 41,524 59.,945 26· I2 

1970-7 1 47>459 15,557 9'j,333 1,62,349 27'37 

1971-72 33,789 12,672 85,660 1,32,121 IS·9!1 

1972-73 36m2 12,249 1,06,160 1,55,121 20'00 

1973-74 14.206 6,029 34,624 54,829 22'00 
(UpIO Nov. 73) 

' .. ~.-.-- .. - ---_ .. _---- ,- ... -.-----_ .. -.. - . ._--_.---------_.-._----_ .. - ------.---

4.41. It was noticed that the rejection, percentages were the 
higest in Grinding and Assembly shop. No norms have bpen laid 
down So far, due to diversified production and absence of large 
scale production of each instrument. 
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4.42. In this connection, the Ministry have stated (October, 1973) 
as follows:-

"!tis not possible to prescribe a norm for rejections with 
which the actuals can be compared for drawing conclu
sions Rejections may be due to a variety of reasons such 
as:-

(i) defect in the raw materiaI-quality size, inherent defects 
" like cracks. 

(U) '1'ooling defects. 

(iii) In experienc~ of workmen. 

(iv) Absence of momentum of continuous production of each 
type of instrument. 

(v) Fluctuation in power load etc." 

4.43. About reducing the rejection'S due to defects in raw mate
rials and tOOling defects etc. the Management stated in a" written 
note as under:-

"The steps taken by the Management to avoid technological 
failures and reduce rejections are in brief as under:-

(a) More rigid checJt on defects on the raw materials is 
being done, before taking up ihe materials for the fresh 
operations. 

(b) More rigid inspection of the Forging Tools i'8 being 
enforced even at the cost of interruptions in forging 
cycle's and forging die3 aoo the trimming tools are 
taken for reconditioning as soon as any dimensional 
directions are noted. This would result in lesser rejec
tions due to off-size dimensions on forgings having a 
bearing on subsequent rejections. 

(c) The improvements in tooling for maching also have 
been enforced." More elaborate stage inspection on 
Grinding and assembly operation is also being introduc
,ed. 

(d) As corrosion defects were found to be due to inadequate 
cleaning of stainless steel inst~ments in the Grinding 

"and Assembly shops facilities have been provided for 
tri.,chloro-Ethylene washing. 

(e) Because of a more 'steady product mix that has now 
been developed, it is now proposed to allot specific 
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workers on specific operations as far as possible, 10 

that continuity in processing and development of skill 
could be ensured." 

4.44. About the rejections in the Grinding and Assembly Shops 
it was stated by Management that while the rejections detected had 
been the highest in the Grinding and Assembly shol?s, part of the 
rejections were in fact, caused in earlier operations but only detected 
subsequently. Even allowing f'or this fact, the rejections in the 
Grinding and Assembly Shops were high due to the in-experience 
of workmen, who were frequently being put on more and more skill 
operations without allowing them time to improve their skills, 
through '3ubstainoo application on the similar types of jobs. This 
had been particularly so, in cases of Box Joint instruments, scissors 
and knives. 

4.45. Committee were informed by the Management that the 
existing procedure for feed back of information from the shop Soor 
for reporting on rejections and their causes had been improved. The 
data was continuously investigated and based on such study, the 
remedial measures detailed earlier were taken. The finalisation 'of 
norms was stated to be already under active consideration. 

4.46. The Committee note that the percentage of rejections in 
SIP to the total production ranged from 18.95 per cent in 1971·72 to 
27.37 per cent in 1970-71. The Committee also find that the percent· 
age of rejections was the highest in the Grinding and Assembly Shops 
where the rejection showed an increase from 27,538 number of 
instruments in 1968-69 to 1,06,160 in 1972·73. The Committee were 
informed that the Management had taken a number of steps to 
reduce the rejections by more rigid check on the raw materials, 
stricter inspection of forging tools, improvement in tooling and 
machinery, promoting facilities for cleaning of stainless steel instru
ments etc. The Committee were also informed that the rejections 
in the Grinding and Assembly Shops were high due to in experienc· 
ed workmen being frequently put on more and more skilled opera
tions. The Committee are surprised that .inspite of the Plant having 
been in operation for more than eight years the necessary skill for 
operating the plant could not be developed. The Committee would 
like that in the interest of attaining high standards in production 
and minimising the rejections, the Undertaking should consider 
feasibility of introducing a time bound programme fOJ' training the 
workers in specified skills And deploy them suitably with a view 
to achieving quality production. The Committee recommend that 
norms for rejections may be finalised without any further delay. 
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Execution of Job Orders 

4.47. The Plant has not been able to make use of all the machines 
and has spare capacity in the tool forge shop, heat treatment and 
electroplating shops. 

No machine utilisation statements were, however, prepared till 
1970-71. During 1969-70 the Plant prepared 'a list of surplus Plant 
and Machin~ry comprising 23 imported machines costing Rs. 20.66 
lakhs and 4 indigenous machines costing Rs. 1.30 lakhs. Their dis
posal was kept in abeyance as it was reported (January, 1910 that 
job orders for processing on these machines were under negotiations. 
Subsequently, the Plant dispo·sed of one imported machine costing 
Rs. 0.50 lakhs in February, 1972 and withdrew 11 machines from 
the surplus list. At the end nf August, 1972 the Plant had 15 sur
plus machines valuing Rs. 9.35 lakhs awaiting disposal. 

4.4H. About the disposal of machines the Management stated 
that-

"A Hst of these surplus machines for sale was circulated to 
all Public Sector Undertakings, likely to require !!pch 
machine tools. Necessary publicity had also been given 
through the Magazine of B.P.E. "Lok Udyog". Advertise
ment through newspapers for sale to private sector, hav
ing import licence, was al'3o stated to be under conside-
ration." , 

4.49. In order to utilise the spare capacity available in various 
shops, the Plant has taken up job orders for outside parties. The 
table below indicates the value of job orders executed by the Plant 
oetween 1968-69 and 1971-72 and the financial results thereof:-

W.R. replies (Rs. in lakhs) -,------- ",-,,---_ .... _.,----,... '''---- .... -----

Year 

1968-69 
1969-70 

1970-71 
1971-7% 
197Z-73 

------

Value of job orders exe
cuted. 

On factory On direct 
cost basis cost basis 

4'36 0'4% 

7'40 0,80 

8'54 I' 04 
14'08 [, 60 

15'69 1'56 

Loss(-) Gain C. ) 

On fac:torv On direct 
Sales mst basi's' cost basis 
Value 

1'55 (-)2' !II <:)1'13 

1'94 (-)4'47 (')2'14 

8'06 (-)0' 48 ( i )7' 0% 

12'76 (-)1' 3% ( ~)1I' 16 

10' II (-)5' S8 ,C i )8'55 

._. -----
4.50. It wiU be seen that the job orders increased from Rs. 1.55 

lakhs in 1968-69 to Rs. 10.11 lakhs in 1972-73. but were still far 
below the envisaged capacity of Rs. 30 lakhs. 
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4.51. 'The Committee were informed that t.he figures of the value 
or job orders executed in 'direct cost' basis did not included direct 
labour cost, and desired to know that with the inclusion of direct 
labour cost, what would be the value of job orders executed on 
·.!irect cost basis. The Management stated as under in thi'3 connec
tion: 

1969-70 

1970-7 1 

1971-72 

1972-73 

"In the early stages, when job orders were accepted they 
,were done with a view to utilising the spare capacities 
both man-power and equipment, in certain areas like the 
Tool Room, Forge shop and the Machine shop. As per
sonnel in such areas were already in position, it vIas 
decided to treat the 'direct labour' in such shops as a 
part of 'Fixed cost' and not shown under the direct cost. 
However, as the job orders have since increased in volu
me and have become a part of the overall plan in reaching 
break even, it is now proposed to retabulate the statement 
including the direct labour under direct cost and indicate 
the contribution made towards recovery and fixed costs. 
The statement is given below:-

(Rs. in I: k'R) 

Rc :asl as value of job "r 'e s executed Loss (-) g.in ( 1 ) 

Year On factory On direct Sales On factory On direct 
cost basis cost basis value cost basis cost basis 

'" .---.. ------
7'40 2'20 2'94 (-)4'47 (1)0·65 

8'54 2'46 8'06 (-)0' 48 ( f)S' 60 

14'08 0·86 12' 76 (-)1'32 (1)8 '90 

IS' 69 4'35 9·61 (-)6' 08 ( 1')5' 26 
-.-----.. '- ... _--,-----------_. --_._-_._--

4.52. The year wise detaih of cost of production of job orders 
have been given in Appendix. XXI. . 

Asked as to. when it would be possible for the plant to s,ecure 
and execute job orders worthRs. 30 lakhs per annum, the Commit
tee were informed that the plant had since secured orders for light 
engineering works to an extent of approx. 30 lakhs rupees. Negotia-
tions were now on hand for obtaining more orders. With this, it 
should be pos3ible to aim at a target of 30 lakhs of rupees on job 
orders in 1974-75. 

Di1)eTsification and Intensification of Production 

4.53. The Plant has so far (August, 1973) developed 96 new types 
of instruments over and above the types given by the Collaborators. 
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It has been stated (August, 1973) that, by and large, all these can 
be put into commercial production provided suftici~t bulk orders 
are available. Out of the 96 new types of instruments, the produc
tion of 17 types was actually undertaken in 1971-72 in small quanti
ties. 

4.54. It has further been stated that some of the new types of 
instruments have been developed for export to U.S.A. on the basis 
of samples and design given by an American firm and actually 1,00:) 
Instruments of 10 types were supplied to the firm in 1971-72. 

4.55. In thi's connection, f'ollowing features deserve mention:-' 

(a) With the approval of Family PlanniDj Commissioner, the 
desiging and production of family pklnniIl£ instruments 
commenced towards the end of 1967. A rate contract was 
entered into with the, Director General, Supplies & Dis
posal for the supply of these instruments. It was noticed 
that the production in 1970-71 and 1971~72 declined shar
ply as compared with t!1e production in 1968-69 and 1969-
70 as per details given below:-

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

1970-71 1971-72 1972-73 1973-74 
(April

Nov. 73) 
. -- '-'" ._----_._---_.- --_._-- ----------_._ .. -

Total instruments pro-
duced including 
family Planning 
instruments. 1,80,713 1,92,982 4,27,915 5,6S,Il8 6,69.247 1,93,715 

Family planning in-
struments produc-
e,l, 

1,60,059 61,063 II ,606 22,886 30,015 9,324 

Percentage offamily 
planning instru -
menU to total 
instruments. 811'57 31'61 2'71 4'00 4'48 4. 80 

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

The Plant has 'stated (May, 1972) that another agreement has 
been executed with the Director General, Supplies and 
Disposals extending the validity of the rate contract up 
to 31st March, 1973 and that it was p"0posed to produce 
over Rs. 6 lakhs worth of instruments during 1972-73. 

(b) With a view to diversifying and increasing production, 
the Company decided in April, 1970 to introduce two prO'
ducts viz. Detachable Scalpel Blades and Hypodermfc 
needless by utilising the existing facilities. These two 
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items initially formed part of the f)foposal for original 
product mix but were excluded as the Collaborators did 
not have technology and equipment for the purpose. De
tailed estimates additional facilities for the manufacture 
of blades were drawn up in April, :un1 and sanctioned 
by the Chairman and Managing Director in June, 1971 . 

. An expenditure of Rs. 2.6 lakhs has been incurred upto 
31st August, 1972 and the production of blades was expect
ed to commence by the e •. d of the December, 1972. The 
proposal for production of needles was, however, deferred. 

4.58. The production and sale of family Planning instruments 
during 1972-73 as compared to the proJections made by the Manage
ment are as under:-

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

(i) No. of Family Planning Instruments 
produced. . 

(ii) NOI. of Instrumer.ts sold 

Plan Actual 

4.57. The performance in this field is considered to be adequate, 
the achievement being 83.98 per cent of production targets and 77 
per cent 'Of Sales targets." 

4.58. A list of 96 new types of Instruments develop,ed by' ' the 
Surgical Instruments Plant of IDPL upto 1970-71 along with a list 
of these in respect of which bulk orders are expected by Manage
ment, is given at Appendix ~II. 

4.59. About the production of 17 new types of instruments under
taken in 1971-72 the Management stated that all the 17 new types 
of instruments undertaken in 1971-72 were on orders, 10 of which 
were for exPort to United State and the rest 7 for the indigenous 
market. 

4.60. Regarding the level at which it is felt that it will be eco
nomical to undertake production of new types of instruments and 
the potentialities for the development of export of instruments to 
USA, tlle Committee were informed as follows by the Management: 
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4.61. "Economical level for undertaking manufacture of instru
ments would be around 4000 to 4500 Nos. per instrument per type 
as this quantity is required to satisfactorily ammortise the cost of 
tooling in forgi.-ng. shop." 

Asked about the scope of export of Surgical instruments to USA, 
the Management stated that:-

"Based on information received from the Deputy Counsel 
General at New Yark it is understood that the United 
States irhported from other countries surgical instruments 
for a value of approx. 15 million dollars in 1971. This 
may be compared .with 12 million dollars of import in 
1970. It is understood that this rated growth in imports 
continues and as such, there is substantial scope for ex
port of surgical instruments to U.S.A. Apart from sur
gical instruments from the information received from the 
engineering export Promotion Council's Office, in Chicago 
and also the Consulate in New York, it is understood that 
there is substantial scope for export of commercial scissors 
in large bulks to the United States." 

4.62. In this connection the Committee understand that the Test 
Report submitted to the American firm (to whom the SIP had sup
plied instruments on experimental basis) by a Hospital after use 
mentioned, HinteT~alia, as under:-

"the instruments were put into use in surgery at Swedish 
Hospital, Seattle". 

The reporting authority also added that-

"She was surprised at the way the instruments held up and 
could not see any appreciable damr.ge. Everything look-. 
ed very good." 

4.63. The Committee were also informed that recently, a letter 
had been received by I.D.P.L. from another lnstruments Corpora
tion, whose present President, had been earlier associated with the 
supply of our experimental orders for surgical instruments to an
other firm. The letter reads as under:-

"the tests I have initiated with your instrument at that time 
have found wide praise as to quality and I find myself 



273 

now in a position, where old friends asked me whatever 
happened to these very fine instruments' from India and 
where can we get them." 

4.64. Hence the response from the American firm to the supply 
of instruments in 1,971-72 has been very encouraging and consider
able export orders to the United States could be organised if SIP's 
request to the Government for active export assistance is granted 
and SIP's products rendered competitive in the United States mar~ 
ket. In a note furnished after evidence it was stated that the 
IDPL's request for subsidy was under consideration of Government. 

4.65. As regards the possibilities of securing orders for family 
planning instruments during Fifth Five Year Plan and the ex
tent to which it would absorb the revised capacity of 1 million 
pieces, t~ Management stated as follows:-

"The requirement of instruments for the Family Planning 
Programme was assessed by the Marketing Division of 
the' IDPL in March, 1968 as being around 3.87 lakh num
bers and valued at Rs, 34.6 lakhs. However, this estimate 
did not materialise in practice. It would appear that this 
tapering is due to the following reasons:-

(a) The instruments supplied by SIP for the various kits 
are still in good shape and hence replacement demands 
has reduced; 

(b) UNICEF grants for Primary Health Centres and Family 
Planning Centres are now in kind i.e., instruments of im
ported origin are being supplied as 'Aid'. 

4.66. As such it is difficult to asses correctly the possible require
ment of F.P. instruments. Based on our past experience our assess
ment of the requirement woulii not exceed Rs. 15.20 lakhs per an
num, of which SIP's share would be around Rs. 10--12 lakhs per 
annum, which would in effect mean 10-12 per cent of our total pro
duction of instruments (1 million capacity)." 

4.67. About the progress maqe SO far, in the production of Deta· 
chable Scalpel Blades and whether the demand and the production 
for this item would be economical, the Committee ware informed 
that-ClAll the imported equipments and material for the manulac
ture of detachable blades were received at site by September/Oc~ 
ber, 1972 but due to the severe power cut imposed by Eelectricity 
Board, which commenced with 40 per cent in September, 1972 aud 
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raised to 75 per cent in }<'ebruary, 1973, all development work on 
the detachable blades was suspended, the available power was very 
inadeq,uate even to meet normal production. The Commissioning 
and trying out of the equipment and the technology has now been 
commenced and the first batch of experimental production has now 
been taken up. The semi-automatic equipment for Grinding and 
Assembly and Sharpening of the blades designed by the Central 
Machine Tool Institute Bangalore, is now being fabricated. The 
progress on the manufacture of these various components and sub
assembly for making this equipment was slow in the period 1972-73 
due to power cut. This has since bee ntaken up vigrously and 
equipment is expected to be ready by MarchlApril, 1974. Bulk pro
duction will commence thereafter." 

4.68. For deffering the proposals for the production of Hypoder
mic needles the Committee. were informed by the Managell)ent as 
under:-

"The production of Hypodermic needles was considered by the 
sub-committee of the Board of Directors in March, 1970, 
the Government had indicated that the IDPL should un· 
dertake Hypodermic needles only, if the project would 
include processing of cannulae from basic tubes and not 
merely import cannulae from abroad and assemble the 
cut cannulae to Hubsas is being done in the small scale 
sector. To organise such a project various, proposals 
were considered. The Committee felt that a combined 
Project of making 10 million capacity for processing can
nulae from basis tube and making 2.4 million needles from 
cannulae and selling the balance of calliberated tubes to 
other manufacturers looked prima facia attraction. How 
ever, the IDPL management felt that the immediate task 
was to increase production of surgical instruments to meet 
the export orders and that it would not be advisable to 
undertake the project at preeent. Hence the proposal 
das dropped." 

4.69. The Committee note that the SIP has not been able to use 
all the machines in the Plant. The Committee regret to note that 
no machine utilisation statements were prepared by the plant till 
1970-71. It has been rePNted that ,at the end of August, 1972, the 
piallt had 151urplus machines valued at Rs. 9.35 :akhs awaiting dis
posal. The Committee undentand that the management had al. 
ready eireulated the list of surplus maehines to all the public sector 
undertakings and also given .eeessaJ'Y publicity in "LOK UDYOG". 
T" COII1mittee hope that the plant would I.e able to dispose of! 
the surplus machinery soon in the best interest of the unit. 
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4.70. The Committee note that in order to utilise the idle capa
city available with the plant, the plant had been accepting job orders. 
T~e sale value of Job Orders accepted ranged between Rs. 1.55 lakh. 
and Rs. 12.76 lakhs during 1968-69 to 1971-72 as against the capacity 
of Rs. 30 lakhs. The Committee find that the cesting of the job 
orders had been defective in that the value of the jobs executed did! 
1I0t include the direct labour cost which was being treated as part of 
fixed ('ost with the result that total cost of job orders had not been 
correctly worked out. 

The Committee recommend that the pr~edure of job costing 
which is being followed so far should be reviewed and put on more 
scientific lines so that the true cost of the job is available for ef
fecting recoveries. 

4.71. The Committee find that as a part of diversification pro
gramme the Surgical Instruments Plant' had taken up the manufac
ture of family planning instruments. As analysis of production per
formance indintes that the production of Family Planning instru
ments has declined from 1.60 lakhs in 1968-69 to 30,000 in 1972-73. The 
percentage of these instruments with reference to total instruments 
produced came down sharply from 88 per cent in 1968-69 to 4.4 per 
cent in 1~72-73. The Committee were informed that b&sed on 
past experience Management assessed the requirement for Family 
Planning instruments no exceedig Rs. 15.20 lakhs per annum, out 
of which share of surgical Instruments Plant would be around 
Rs. 10.12 lakhs per annum. This would work out to 16-12 per cent 
of the total production of instruments (1 million capacity). The 
Commmittee recommend that Government should pool their re
quirements for Family Planning instruments in advance so that there 
is a steady flow of orders and the plant is able to utilise its spare 
capacity to the maximum extent possible. The Commit.tee would 
like Government to take up the matter with the State Govern
ments in the interest of securing firm orders for Family Planning 
Instruments. 

PerspeC'ti1,e Production Plan: 
4.72. The Company has developed a three year perspectivp. plan 

beginning 1972-73 both for marketing and production. The plan is 
aimed at developing indigenous market progressively to maintain 
production of the Plan at least at the break-even level, if not hig
her, so as to; 

(a) avoid complete dependence on export orders from Med
export; and 

(b) build up of image of the Plant in the home market as a 
supplier of quality instruments so as to increase the com
pany's share of market from a meagre sum of Rs. 15 to 
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20 lakhsat present to Rs. 1 crores by 1974-75. 

4.'13. The main features of the plan are me~tioned below:-

(i) Ma1'~t demand~ the basis of market inteligence col
lected by the Company, there were reasonable good pros
pect for developing indigenous market. The extent of in
digenous supply which could be expected to be achieved 
during the plan period was as follows:-

(Figl\res in lrkhl.) 

1972-73 '973-74 1974-15 
Item 

No. Vahle No. Vahl<! 

3 4 6 7 

Rs. R~. Rs. 

t. S~l'Iical Instruments Box Joint 
Instrllments ~6 types. 1'14 :ZO° 92 I' 45 26, 69 l' 82 33' 40 

SCi~1I0{S, II typ:s 0'56 8'82 0'76 12'20 

Spring Imtn\ments 5 types 0'34 2'70 0' 50 3'911 

New item' to) b: d.:ov~lopcd-
Ilih 1913-74 an,t another 
U inl974-7S 

TOTAL 

O'6S1;;1'66 

2'04 32'44 3'36 55'53 

l' 08 17' 08 

0'66 5'26 

1'26 24'80 

" Detachable scalp~1 blades and 
handles. 10'05 1'35 10'15 8'05 

). CoI\8~mers it~ms SCiSS(lrS and 
POC(Pl 0')0 2'00 5'00 1'00 7'00 

4. Job <,rdns 18'00 20'00 30 '00 

81'88 us' 68 

4,74, In addition, d~ntal instruments in the existing range of pro
duction were likely to contribute Rs, 3 lakhs per annum and market
ing possibilities of these instruments were being examined. Over 
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and abqve the indigenous market, the value of export orders expect
ed to be executed during 1972-73 to 1974-7~ was as follows:--- _._- ---------

1972-13 1973-74 1974-75 
Item -----N), VaIn"! No. Valli':' N,. Vllll\e ----

2 3 4 S 6 7 

R'o. R:, 

I. Box jnint Instruments 1'82 21' 5l 2 20 28'84 1'50 19'68 

2. H"lIow l\1nd'" instmments. 0'83 9 13 0' 50 6' 11 0'40 4,89 

3. Knives ) '07 5'65 )'00 6' S5 )' 00 6'55 

4. S i surs 0'.26 .2' 32 030 3'90 0'30 3'90 

5. Sp:irg instr~m ~nts 0'14 3' ZI 1'00 4'18 1'00 4' 78 

6. 13-03 0'50 0'59 

7. Othl'rs 0' 52 5'33 

TOTAL 5'74 47'75 5'00 50'18 4'20 39'80 

----------------------------
(ii) 'Production Plan-On the basis of the above sales fore

casts for the indigenous and export market and the 
achieveable production norms, the production programme 
for the period 1972-73 to 1974-75 has been drawn up as 
per detail~ given in para (i) above. 

The production plan is based on the following assumptions:-

(a) 12.5 per cent increase in productivity of workmen for sur
gical'instruments (including commercial items) each year, 

(b) Achievement of rated production in respect of detachable 
scalpel blades and handles ,by 1973-74, 

(c) Intensive efforts to secure job ,of(iers so as to reach the 
target of Rs. 30 lakhs by 1974-75. 

(iii) ,Strategy to achieve the plan targets-To achieve the 
plan targets, the following steps are proposed to be 
taken:-

(a) Production 
(i) Sustained drive to increase the productivity of the wor. 

kers by rationalising production technology and alr.o 
motivating the workmen. 
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(ii) Judicious planning for off~loading of instruments of 
those operations which require basically low skill but 
higher work content so as to mitigate the imbalance in 
the production capacity of grinding workshop with 
reference to other shops. 

(iii) Rationalisation of equipments and facilities in the tool 
room to increase the volume of job orders. 

(iv) Improvement in the planning and control set-up of the 
Plan to ensure proper utilisation of equipment and man
power. 

(v) Success in designing and developing new items indicated 
in the plan. 

(b) Ma'rketing 

(i) Appointment of dealers to consolidate the· requirements 
of individual consumers and to place bulk orders on the 
Plant. 

(ii) Persuading the Government to issued directives to var
ious agencies to meet their requirements through the 
Medical Stores Depots who in turn will purchase their 
bulk requirements exclusively from Indian Drugs and 
Pharmaceuticals Limited. 

4.75. A statement showing the performance against the perspec· 
tive plan in 1972-73 and 1973-74 is enclosed (Appendix XXII-A) . . 

4.76. About the implementation of the perspective production 
plan during 1972-73 and'1973-74 to the extent envisaged and non
achievement of the production programme outlined in .the perspec
tive plan the Management stated as under:-

"The steady increase in production since 1969-70 to 1972-73 
has been mentioned earlier. The order position both in 
respect of indigenous as well as export of instruments and 
light engineering works ha~ been improving according to 
the estimates m.ade in the perspective plan.· The build
up of the skills for the changed products-mix was also im
proving satisfactorily in the first half of 1972-73. But pro-
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duction slumped down in the later half of 1973 due to ser
ious power cut imposed by the electricity Board in Tamil 
Nadu. 

4.77. It may be mentioned that in September, 1972, 40 per cent 
power cut was imposed, and again 75 per cent in February, 1973. The 
power was also under selective layoff, since the middle of March. 
1973 to the end of June, 1973. Because of the power cut from Sep
tember, 1972 and the lay-off the build-up of materials in various 
stages of operations was completely upset and production has not 
been up to the requirement of the perspective plan. A statement 
showing the extent to which the Plant was able to achieve the Pers
pective Plan during 1972-73 and 1973-74 and category-wise summery 
of production against perspective plan is given at (Appendix XXII
B). 

4.78. In a Note furnished after evidence, the Ministry stated 
that:-

"While the overall performance against ,plan was approxi
mately 82 per cent, the full plan could have been achiev
ed but for the serious power cut in Tamil Nadu. 

The production in April October. (7 months) was npproxi
mately 5 lakh nos.' as against 1.69 lakh nos. (5 months) 
only in November, 19721March, 1973. 

Value-wise performance against plan was as under: 

----.---- --- -- -------------- _. ----_._-
Plan Act~\&1 Percent 

--------------------.---
Rs. 82 lakh~ 59' 2S lakhs 12% approx. 

------------ -----
Performance in terms of value is less than that in terms of 

number, as the prices on export are considerably less than indige
nous prices. 

The plant could not achieve production targets on accllunt of 
the fact that electriCity cut was imposed from 45 per cent from 
September, 1972 increased to 75 per cent from February, 1973_ 
T' '1ides, the requisite skills have not yet been developed in the 
~'"','nt with the result that the plant was unable to function at re
qui~ite levels of efficiency. There were sectional imbalances bet
ween the grinding and forging sectidns and the other m~chanlsed 
sections. 

625 LS-19 
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It was not lack of orders which were responsible for non-' 
fulfilment of the perspective plan but as the plan could not com
plete the orders placed with them. The Management i~ conduct
ing an investigation into the affairs of the S.I.P. After considering. 
the result thereof Government will decide on further steps." 

Order Position 

4.79. As already mentioned the Plant was designed to produce
large bulks of a rather restricted .umber of varieties of inFtru
ments whereas the market required a large variety of instruments 
each type being required in small numbers. Indi~enous orders 
were, not, however, forthcoming in conformity with the cont"!J1loo 
plations in the Detailed Project Report. The Company, therdore. 
arranged for the export orders' from VjO Modexport which were 
confined to a restricted number of varieties but ea:-h variety in 
large numbers, 

4.80. It was noticed in audit that, although the Pleint was short 
of orders with reference to the capacity it was unable to execute the 
orders received in certain years as per details given below:---,-_._-- ----,------_._------------

A., 

B. 

Year Orders 
received 

Orders 
executed 

(R~. in laths.) 
Indi,enou~ 

196&-69 11'99 17'26 

1969-70 11'44 11'49 

1970-71 S'7 1 6' 1]-

1971-71 16,86 6' 14 

1971-13 29 00 17'66 

Expm orders .. 

1968-69 I' 01 1'01 

1969-70 26' 31 (II) 4'8; 

1910-7 1 46'24 (b) 29' 13 

1911-71 33' 43 (c) 45'91 

1971-73 67'S1 so'~ 

,---~. 

NoT! : (a) Ollt oCthis, orden worth R~, 21' 61akh. were received on 26th 
March, J970. 

(b) The order was received after November, 1970. 

(v) Out ofthifi, worth R" 20 lakbs were: received on 29th December, 1971. 
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4.81. About the number and value of orders (indu~enoUi as well 
as exports) which could not be executed in time and the reasons 
for delay in execution the Management stated as under: 

. l..~ .. , 

"The orders 'for export and indigenous penulDg 
March, each year are indkated below:-

on 31st 

Pendi", Order PO.riticm 

(R.I. iD lakba.) ---_._----------- -----------

3 1-3-1968 

3 1-3-1969 

:3 1-3-1971 

31-3-1912 

3 1-3-1973 

3 I-I~-I973 

-----------

InstnuQcntB 
------- Job ordcl'll 

Indiseno\',8 Blcport 

"'S9 8'6~ 

3'19 8'33 

4'92 ~I' 61 16'01 

4'93 38'7~ ~6'81 

17' 8S ~6'35 18'8.4 

27'08 64' !lo 30'00 

~'S7 47'4n 10'50 

Since the export orders are on a calender year basis and on 
specific contracts the quantities and fulfilled within thl' specified 
period is indicated in the said statement:" 

4.82. The unexecutetd export orders of the values of Rs. 17.33 
lakhs relating to 1971 were allowed by the foreign buyers to be 
completed by 31st March. 1972 .. This commitment W8!1 not kept and 
the Plant asked for extension upto the end of Jun.~, 1972. 

4.83. It was reported by the Management on 7th April, 1970 that 
the Plant was barely able to secure a loading worth Rs. 2 lakhs per 
month against Rs; 9 to 10 lakhs per month required to achieve the 
bread even stage. Steps envisaged to secure the orders and imp
rove the production performance have been outlinerl in para on 
'Per:>pective Production Plan.' 

4.84. The Ministry have stated (October, 1973) that indigenoua 
orders could not be executed in full in 1970-71 and 1971-72 becauf:e 
of the substantial export orders received during the period. 



•. 85. It is observed on the one hand, it has 'been state.:l that the 
Plant required the loading of orders worth 9 to 10 lakhs per month 
to the break-even stage, on the other hand it is nnticf'd that the 
Plant could not execute orders secured which were far below this 
level. The Management stated in this regard that "While there 
were enough potential orders for getting both indigenously as well 
as on export to an extent of Rs. 9 to 10 lakhs, the plant was not able 
to reach this production out' turn, dUe to various reasons men
tioned earlier, However, it would be seen that the Plant did not 
make a steady increase in production of Surgical Instruments as 
indicated below:~ , 

----_._--_. 

1970-71 

1911-72 

1971-73 

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

------------'-----_._-
1'70 

_._------ ----.--- ----------------
4.86. J,t may also be noted that the production in 1972-73 reached 

a total of 4.43 1akhs Nos. in April I September, 1972 but Ruffft'ered in 
the latter half of the year due to severe power cut. A thorodtical 
projection of the same production rating as in the first six months 
for the full year would have approached the reassessed capacity. 
Failure was due to extra ordinary conditions beyond the control of 
the Plant:" 

4.87. Commenting on the non·execution of orders reviewed by 
tlle Surgical Instruments Plant, . the Ministry stated thl.1t the posi
tion of execution of order in S.LP, is far from satisfactory. Earlier 
the management had been pleading that their non-utilisation of 
full capacity was due to lack of orders coming frnm indigenou. 
market and for export purposes. There were no doubt some extra
neous factors which were outside the control of the management 
such as the electricity cut of 75 per cent effected during some periods 
(if 1972-73 and low levels of productivity in the plant. The 
skills required for manufacture of Surgical Instruments have yet 
to be completed in full measures by the workers. However, des
pite the above mentioned factors the'performance is considered to 
be much below the expectations. 

'.88. The Committee note that, in order to avoid complete de
pondence on exports and to lmlid up image of thf'pla1lt ill the 
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Iaome market as a supplier of quality instrument., the SurJical 
InstrumentS Plant bas formulated a three years penpectiveplan 
beginning 1972-73 to 1974-75, both for marketing and production. The 
Plan envisaged raising of the production of .surgical insiruments, 
detachable scalepable blades, some items like scis80rll and forceps 
and job orders amounting to as. 52.44 lakhs in 1972-'13 to Rs. 125.68 
lfakhs in It'14-75. The value of .export orders ls expeded to increase 
from B.s. 47.75 takhs in 197!-73 to B.s. 39.80 laths in 1.74·75. The 
strategy adopted by the plant to achieve the targets ine1uded, sus
tained drive to increase productivity, judicious planning' for 011-
loading of instruments, rationalisation of equipments aWJd faciJltes 
in the tool room, improvement in the planning and cOlltl'Ol set Itp 
of t1!e plant, and appointment of dealers to consolidate the require
ments of individual CODllDDer8, etc. 

4.89. The owrall performance apinlt the penpeetivc Plan for 
1972-73 and 1973-74 was as follows: 

._---_._---_ .. - _._-_._--
1972-73 1973-74 

Plan Actu~l %age 

No. of InstBlm~nts (No. in IBkhs) . 8'08 6' 59 82% 9'01 2'76 28~~ 

Vall\'~ inchding Job "rders (Rs. in 
lakhs) 100' 19 63'85 68'7% 138'06 27'97 ZO~/~ _._---_._-_._-_._- .----

It was explained that but for the serious power cut in Tamil Nadu, 
the plant would have been able to achieve the targets in full. 

The Committee find that It was not lack of orders which were 
responsible for non-fulfilment of the prespective plan. 

4.90. The Committee are surprised to find that as on 31·12-73 in
digenous orders to the extent of Re. 24.57 lakhs, export orders to the 
extent of Rs. 47.40 Iakbs and job orders for Rs. 19.50 lakhs w,ere 
stated to Ite pending witb tbe plant. It was admitted by Govem. 
ment "that the position of execution of orders in Surgical instru
ments Plant is f81' from satisfactory." The Management 80qht 
to justify nonexecution of these orders on the I!'cund tbat there 
was power cut by the state Govemm.ent to the extent of 40 per 
cent from September, 1972 and 75 per cent from February, 1173. 
The Committee are not impl'ellsed by this plea 811 tbey find that 
orders were pending in each of the earlier years starting from 1_ 
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to 1972. The Manarement have also attributed the shortf.1I to non
development of requisite skills and sectional imbalances between 
pindinc and forging section!'! and other mechanised sections. 

'-In. The Committee were informed that Manag4:01eut of IDPL 
al'Cl already conductil1&" an investigation into the aftah·s of the Sur
gical Instruments Plant and that after this invest~ntion was com
JIeted Government would decide about the future steps to ~ 
taken in this' regard. The Committee recommend that this inve,
ligation may be conducted with expedition SO that the working of 
tile plant can be put on sound footing. The Committee hope that 
with the steps proposed to be taken to improve the working of 
the plant in the liKht of the investigations currently being conduc
ted by the management, it will be possible to see that the plant 
.. able to execute whatever orders are received by the Plant either 
to meet the internal demand or tbe export commitments. Committee 
would like to be informed of the result of investigations. 

C. Profitabfiity 

4,.92. The Surgical Instruments Plant, Madras has been conti
nuously incurring losses ever since it started production. The pro
fitability position for the last five years along with the reasons for 
losses is given by the Management below:-

(Rs. in lakh~.) 
Profitability 
-_._---_.-•.. _ ... - ----- _ ... --_._-_.--_ .. _-----_ .... _-_. __ ... 

Year 
L:lSS exclu1- Depreciation 
ing deprecia-

tion and intere.t 

Interest Lo~s incll'.l1-
ing deprec 
tlnn and in

terest 

-----------------------------_._---
1968-69 46 '32 IT'36 32'96 90,(i~ 

1959·10 H'!q 16' J 3 31'34 88' 31 

1910.71 12'92 r;' II 41' 72 7975 

1911-'72 :?I· 33 15'47 41'67 R4'47 

1912-73 -lo.p IS··B 26'47 Ih'3 1 

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

.----~ .' .. - ,- ... 

Reasons 101· tosses: 

4.93. The main factors contributing to the losses incurred by 
the Plant since its iru:eption are as follows:-

"(1) Poor' capacity utilisa.tion in earlier years due to lack 
of market demand and the low productivity of work-
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men in the initial stages of handling dJ.ver!!ified and new 
items till enough experience. could be gained by them, 

(ii) Heavy non-operational over-heads like interest charges 
etc. 

(iii) Prices on export orders has necessarily to be kept low, 
without adequate compensation by way of export in
centives, e.g. while there is no export subsidy on stain
Jess steel instruments which form the bulk of exports, 
the subsidy for carbon steel instruments is only 10 pel' 
cent for FOB value, the customs draw back on imported 
stainless steel is also unrealistic and rrot related at all 
to inputs of raw materials. 

(iv) Losses due to 25 per cent power cut imposed by Tamil 
Nadu State Elect. Board from Oct., 72 which was in
creased from Feb., 73 to 75 per cent. Even the power 
supply whatever being made was very erratic." 

D. Cost Control 

(i) Costing System 

4.94. 'I'1\e Plant is adopting pre-determined l'btes in respect of 
overheads. No standard costs have been worked out in view of 
the widely varying product-mix from time to time and system of 
job costing is in vogue by which cost of production of each tYPe of 
instrument is worked out each month. 

A.ctUaL costs vis seH.ing prices 
4.95. The table below indicates the 

ments produced during the f01;1r years 
sales value of the instru

ending 31st March 1972:-
._-,-_.- •... _--_ .. _ ... _---- '--"--'-""-

1968-69 1969-70 1970-71 1971-72 1972-73 1973-74 

'I. Total instn\mentsprodltced 1807'13 1929'814:%79'155651'181'>692'47 1937'1: 

~,C)stofpr()dl\':tion(R~.inlllkhs) 92'71 9;'14 1l5'66 128'95 107'5° 39'U 

3·S:tlesvilh\e(R~.inlakh6,) 15'51 13'82 37'19 45'79 59'26 1/!'Z5 

4. P.:rcentage of sales \llIlw~ to cost 
of production , 16' 76 14' 53 32' 16 35' SI 55' 13 45' 7~ 

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

The cost of pl'oduction of all instruments in 1~'l()-71 was higher 
than the selling price for local and export sales. The extent of 
such excess in the case of individual instruments varied from Rs. 2.24 
to Rs. 206.20. The main reasons {or this was the continued 
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unaerloadlngof the Plant which in turn was due to poor demand 
for the instruments manufactured by it and heavy cost of capital 

due to high interest and depreciation charges. 

4.96. In the following cases the selling price did not cover even 
direct cost of production in the year 1970-71 as per details given 
below:-

S. No. 

I. 

2, 

3· 

4. 

S' 

6. 

7· 

8. 

9. 

10. 

II. 

12. 

13· 

14, 

InatrQment 
Code No. 

Qty. produ'!ed prim~ cost Total CClat 
p:r instrument 

(Rs.) 
dudng the instrum~nt 

year (Rs.) 
(NOB.) 

02'05 26 12'9S 46' S9 

02'07 5 12' 7S S9' SS 

02'09 80 IO'S1 4S'1s 

03'09 6 18' J8 71'43 

°3'°9 6 15'73 81'61 

ol'24 36S 10'35 63'21 

03'25 31 13'SI 74'19 

04'OJ 31 8'41 48'58 

06'01 14' 39 8'25 39'76 

09'09 20 13'88 44'70 

09' JI 39:> 29'88 146'8:> 

09'12 227 10'91 S8'57 

JI'03 25 28'3S 118' 58 

16'06 3 6'60 30 '18 

Sellin; price 
per instnunent 

(Rs.) 

10'00 

10'00 

10'01)-

13'00 

14' 00-

8'C» 

9'70 

8'00 

8'00 

13'00 

22'61 

5'00 

18'00 

4'00 

4,97. The Management have stated (September, 1973) that sale 

value covered the direct cost in all the cases in 1971·72. 
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During 197~73. however, the selUngprice did not cover even 
the prime cost in the following C8SeS:-

The position during 1972-73 was:-

S.Ne. Instrument Qty. pro.1uced. Prime COS! Total Colt Selling price 
Code No. dunn; the per instn .. ment per instrum:Dt per instnunent 

year, (Nos,) 
(Rt,) (Rs,) (RI,) 

I, Ol'O] 406 7']l 30 ',6 6'00 

l, 03'09 12 19'99 84'16 1"00 

3, 03' 16 25 l6'69 119 25 24'00 

4, 03'19 3 18'89 80'05 16'00 

~, 03'20 lJ 29'92 141'97 23'00 

6, 03' 21 1367 1938 88'15 1900 

7, 03' 2~ 218 1938 89'92 13'00 

8, 03' 50 56 23'28 IJO'44 20'00 

9, 03'12 8 29'74 J40'32 .20'00 

10, 05'01 2892 12'93 55'7 U'oo 

II, 06'03 191 12'~6 53'71 11'00 

12, o6'o~ 388 20'71 97'56 11'00 

13, 07'07 7'67 36'41 4·00 

14, 07'08 8' 13 38'80 4'OJ 

IS, 10'03 110 2'96 14'08 2'00 

16, 12'05 10 15'82 7' 013 11'00 

17, u'06 4 %S'45 104'73 14'00 

18, 16' 14 '\ 826 34'61 153' 36 34'00 
19, IO-25)f 

20, 17'C"J .24' 36 !W39 14'00 

Export Export Pric, 

21. 17-03M 91 24'36 95'39 12'08' 

------~-.-

Selling price did not cover the prime cost in these cases. 

4,98, The Management in a written note stated that the cost of 
production was higher than the Selling price. due to the following 
reasons:-

U(1) Unchanging selling price pattern both for indigenous as-: 
wen as for export inspite of the abnonnal increue in the-, 
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cost of raw materials, wages and salaries and the pro
curement prices on essential stores and other commodi
ties. As regards the indigenous prices this has to be 
related to the comparable selling prices and other small 
manufacturers in the country, even though the quality 
of SIP's products is far superior to the f()rmer. How
ever, in view of SIP having now established its reputa
tion in the market, it is proposed to further review the 
selling prices. Such upward revision of prices may be 
only in the case of certain categories of instruments 
which attract ~e attention of the top Surgeons as most 
of the purchase in the Government Institutions are other 
wise made on tender basis. 

(ii) The international prices of surgical instruments have also 
been more or less static, as such exports are almost sub
sidised by the Government with substantial export assist
ance overheads. Hence the Management has requested 
the Government for such assistance to enable SIP's pro
duct to render it more competitive in the world market. 

.... 'l'he fixed overheads of the Company (including the cost of 
indirect labour) works out to approx. 70 lakhs against a 
total break even expenditure of Rs. 160 lakhs. The inci
dence of such high expenditure of fixed overheads on over
.a11 out turn cannot be made exclusively on surgical in
struments, particularly, as the indigenous demand has 

. been assessed for short of this level and the export demand 
is yet to be widened in its range to cover countries other 
than Russia. In order to reduce the burden of such fixed 
,costs on the pricing of surgical instruments, steps have 
already been taken to diversify production into light en
.gineering works by utilising the surplus equipment capa
city in areas other than Grinding and Assembly shop and 
if necessary add some marginal balancing equipment to 
increase the revenue and recover fixed costs as far as 
possible and reduce the incidence on Surgical Instru
ments. 

(iii) Lower productivity in the Grinding & Assembly shop. 
Various steps taken to increase the productivity in these 
areas as well as to increase the production, details have 
already been explained earlier. 

The Management hope that with these steps, the rated capacity 
of the one million instruments per annum and 30 lakhs worth of 
'light engineering .job, it would be possible to eliminate losses. 
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4.99. In a written note the Ministry aLro admitted that the cost 
of production. was higher than the selling price on account of dii1-
proportionate incidence of overheads and stated as follows:-

1-

2. 

''It has been reported by the Management that for the year 
11112-73 total production (j£ SUrgiqal Instruments Plant 

exclusive of job orders was of the value of Rs. 59.25 lakhs 
of which Rs. 8.63 lakhs was earmarked for domelo"tic 
market and the balance for ex.port market.. The 
position with regard to the value of export, cost 
of production, Local sale value of exported items. 
Loss on exports as compared with cost of production and 
loss on exports as compared with local sales value may be 
seen from the following table:-

1968-69 1969-10 1910-11 1971-12 

Value of Bxports I' 01 4'81 19' I~~ 45' 91 

C)st of production ... 39 12'94 70'65 IZO'02 

3. Local sale value of exported item~. 1'16 1';'25 43'4:1 15J'3 

,.. L:lsS on exp:>rt8 as cOmPlred with COlt 
of produ'.:tion 3'38 8'07 .p' 52 74' It 

~, Loss on elCpJrts as c0mPlred with local 
aalevalue 0' IS I' 3' 14·.U 29'72. 

. ' .... _---- --_ ... _--_. .. -.... --.--_'_- '- ... - ----- .. --...•. -- . .-~-.--.-.-.. -.. -.-
"Since the production during 1972-73 was of the order of 6.69 

lakhs the overheads work out to about Rs. 10 per instru
ment. Lf production of one million numbers is achieved 
the overheads per instrument will come down to an 
average of Rs. 7." 

4.100. In the opinion of Go~ernment the following steps are ne
ocessary with a view to reduce the cost of production in the plant:

(i) More job orders should be obtained and executed, 

(ii) Production of other light engineering goods should bl! 
taken up by the plant. 

(iii) Labour productivity should be improved. 

(i:v) The supply of essential inputs such as electricity would 
need to be ensured. 

The Committee' were informed by Goverrunent Steps taken by 
-:the Management to set right this imbalance are as under:-

(a) Work towards a specific product-mix assessed in the one 
million C!a}!ladty rating. 
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(b) L18bling steadier rates of production on the shop floor 
through bulking 01. orders required in the country as 
well as on export. 

(c) Retraining of Non-p:roduetiPn la~ in production to 
augment the production of staff strength and doubling 
them on areas where more skills are required. 

Government has admitted that since the full utilisation of the 
capacity appears to be a distant goal, the problem was not likely 
to be set right in the near future. 

4.101. The Committee note that so far no standard cost have been 
worked out in resped of the products of Surgical Instruments Plant 
and only a system of job costing is in vogue by which the cost of 
production of each type of instnunent is worked out. The C0m-
mittee find that even under the system of job costing, the cost of 
production of all instrwnents in 1970-71 was higher than the sening 
prices both in respect of local sales and also for external market. 
The Committee were infonned that durin, 1971-72 the sale value 
covered the direct cost altho~h in 1972-73 there were as many 85 

20 items whose selling prices did not cover even the prime cost of 
production.. The main reasons for such a situation were stated to 
be that fixed overheads of the Plant were of the order of 42 per 
cent of the break-even expenditure of Rs. 160 lakhs; the selling
prices have been following a uniform pattern for the indigenous a~ 
well as for exports inspite of abnormal increase in the co.t of mate
rials and wages. Lowel'\ produclivilty in grinding and Assembly 
shop is also stated to be one of the reasons for high costs. The 
Committee find that there is a wide variation as between the total 
cost of production and the selling prices uf various instnunents. 
The Committee recommend that the Plant should take concerted 
measures to bring down the eost of production and raise tbe level 
of productivity, particularly in th Grinding and Assembly Shop. 

4.102. The Committee find that the prices o,f.. Surgical Instruments 
were Q,xed in 1966 on the basis of estimated cost for 1966-67 when 
only a fraction of the capacity of the Plant could be utilised. The 
prices were consequently very high compared to the corresponding 
instruments manufactured in the private sector. It has been claim
ed by the Company that Instruments of this plant were superior 
in quality. The Committee regret to note that inspite of the revi
sion of the prices of instruments suhlttantially in July, 1,967, taki~ 
into aceount changes in product mix, current cost of market prices. 
the selling prices continue to be lower than the cost of production 
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in all items except one aDd the estellt of difterence in the cale of 
individual instruments varied from· KB. %.!4 to Rs. 206.28. The 
Committee are not however convinced that that cost of production 
was high dUe to lack of orders. The Committee have already point
ed out elsewhere in this Report that the plant had pending orders 
worth lakhs of rupees which could not be executed. Th Commit
tee fail to understand u to why inspite of existence of such orders, 
there had been shortfall in production leading to under-utilisation 
of capacities with consequential higher cost of production. 

The Committee also find that during 1972-73 the plant produced 
2892 instruments (code No. 05-01) at a total cost of 55.66 rupees per 
instrument and sold the same at only Rs. 11 per instrument. The 
prime cOst of this instrument was stated to be as. 12.93. There are 
number of other instruments where the selling price was not only 
far below the overall cost of instruments but did not COver even 
the prbne cost of the instrument. The Committee feel that if selling 
prices continue at the present level without any reduction in cost 
of production the working of the plant cannot be expected to become 
economically viable in the near future. The Committee, therefore. 
recommend that a high po,!,cr Committee should he appointed to 
flO into the entire working of the Surgical Instrument Plant to 
identify the areas where the cost of production can be reduced and 
to suggest viable selling prices for each type of instruments, includ
ing scope fOr diversification. 

B. Surgical Instruments 

4.103. The Board of Directors of the Company reviewed the 
pricing policy in 1967 and laid down the follOWing principles:-

<a> Prices for products. in which thE;' quality available in the 
market was good, should be at or near the market prices 
having regard to the cost· at rated capacity. 

(b) Quality extra should be appropriately charged in cases 
in which the products of the Plant were markedly sup
erior to the products available in the market. 

(c).As regards products which were manufactured in the 
Plant and were not available in the market, the ch~rges 
sh~uid be according to what the market would bear but 
as far as practicable, the accounting cost should be recov
ered. 

4.104. The prices which were fixed in July, 1967 on the above 
principle_, were revised in May, 1971 to ,take into effect the changes 
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in the prod~..;t~mix, current costs and market prlCes. The selllng 
prices, however, continued to be lower than. the cost of production 
in all items except one and the extent of differences in individual 
instruments varied from Rs. 2.24 to Ri. 206.20. 

4.105. In regard to foreign sales the Company is following a' 
policy depending on the local situation the strategy of competitors 
and the price intelligence and other information given by agents' 
etc. 

4.106. The Management informed the Committee as follows:-

"The prices of surgical instruments were fixed in 1966 on the" 
basis of estimated costs for 1~7 which was a year of 
fractional utilisation of capacity. The prices were con
sequently very high compared to the corresponding in
struments manufactured in the Private Sector, although 
it was universally conceded that SIP instruments were 
much superior in quality. It was difficult even to get a 
footing in the market on the. basis of these high prices. 
In July. 1967 the prices of surgiQaI instruments wen
substantially revised on the aforesaid guidelines approv~ 
ed by the Board of Directors." 

4.107. The Committee find that the prices of Surgical Instrumenl'l 
were fixed in 1966 on the basis of estimated cost fOt' 1966-67 wbeD 
only a fraction of the capacity of the Plant could be utilised. The 
prices were consequently were very high compared to the corres
ponding instruments manufactured in the private sector. It has 
been claimed by the Company that Instruments of this plant were 
superior in quality. The Committee regret to note that inspite of 
the revision of the prices of instruments substantially in July, 1967, 
taking into account changes in product~mix, current cost of market 
.. rices, the sellinK prices continUe to be lower than the cost of pro
duction in all items except one and the extent of difference in tbe 
case of individual instruments varied from Rs. 2.24 to 206.20. The 
Committee recommend that the m.anagement should critically go 
into the cost aspeds and fix the selling prices at realistic level. 

E. Material Management and Inventory Control 

4.108. The following table indicates the stock of imported anlf 
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indigenous raw materials and stores and spares at the close of last 
five years:-

Item 

R-1W mlterials. 

Imp.lrted 

Storu a" f Spar" 

Imported 

Indiienous 

1969-70 

Value Stock Value Stock Value Stock Value Stock Value Stock, 
equiv.uent equivalent equivalent equivalent equivalent 
to num'ler to number to ntlm'>er to number to number 

of m~nth, of months of m,nths of months of month~ 
cJnsumption c;)nsumption CJIlSI.\lnption consumption consumption' 

2 3 .. 5 6 7 " 9 10 II 

71'48 275 64·65 230 58·16 209 48· 02 8144'89 ISO 

Nil. Nil. Nil. Nil. 3·37 13 5·16 14 3· 57 S 

.. ·83 73 9·~ 175 9·07 101 9·08 129 8·S4 100 

12· 73 33 12· S9 35 10·05 IS 8.3 1 16 9·,.6 14' ,. 

4.109. It will be seen that the Plant is holding huge stocks of 
imported raw materials and stores and spares with reference to the 
average annual rate of consumption. An analysis of some of the 
individual items representing 75 per cent of the total value of the 
raw materials indicated that stainless steel and alloy steel valued 
at Rs. 40 lakhs imported from the USSR during 1965-66 to 1967-68 
had been lying unused. The Management stated (February, 1972) 
that this had been ordered even before the Plant went into pro
duction taking into account the product-mix and capacity envisaged 
in the Project Report. 

4.110. The Plant has not fiXed the maximum and minimum 
limits of storeslspares for any of the items. 

4.111. The Ministry have stated (October, 1973) that no maxi
mum and minimum limits have been fixed as the production was 
fluctuating and the Russian order had not been received up to 
1969-70. The Plant has since made arrangements for effective pro
per control of the stores and has also introduced the maximum and 
minimum limits for some items. 

Written reply Q3 follows:-

"In view of the changing product-mix it was decided not to im-
mediately decide on the quantum of slo~ moving item. but first to 
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Jist out the non-moving items on which action for disposal was to 
be taken. But even as such categorisation was being made, it was 
found that some items of stores could be used in the next two or 
three years on the anticipated product-mix, and it was decided not 
to enforce drastic reduction in such stocks which were not at pre
sent being consumed, and to continue to carry them till such time 
as the product-mix established itself. Certain special steels could 
not be obtained even for higher prices, if once they are sold on 
ground that they are not needed for manufacture for the present 
or even in the immediate near future. ' 

The increase is accounted for -by lower average monthly con
sumption in 1972-73 as compared to 1971-72. 

As regards spares, the original stocking of spares was based on 
'Soviet advice. The replacement of such spares has not been as 
much as was envisaged then due to less utilisation of equipment. 
However, in view of the fact that the equipments are getting older 
and that in recent times there have been more need for replacement 
of spares, and for reason that the supply of spares by the Manufac
turers takes quite long time, the holding of spares at this level is 
not considered detrimental to the interest of the company. In this 
connection it may also be stated that there have been abnormal in
crease in prices of such spares in recent times. A technical Com
mittee has recently'been appointed to go into the requirements of 
spares and assess the inventory holdings under the following three 
broad heads:-

(1) Insurance items. 

(2) Stores which may possibly to required during the next 
five yean;. 

(3) Spares which could be straight way declared surplus 
and disposed of. 

4.112. In this connection. the Ministry while confirming the posi
tion indicated by the Undertaking added that action was taken to 
list out the non-moving items with a view to dispose the same. lit 
was found that some of the items of stores could be used in future 
years and could nOW be available only at much higher prlces such 
as special steels. Tt was decided not to dispose the stocks of such 
valuable items. The remarks above would apply to spares also. 

4.113. The Committee &nd that the plant is holding huge _*0 
of raw-materials, stores and spares, c:ompared to the avera«e aanual 
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rate of consumption. The stock of indigenous raw materials as on 
31st March, It'l3 repesented 150 months consumption while the ill
digenous stores and spares 144 months consumption. The stock of 
imported raw materials rept"esented 5 months consumption while 
tbe stock of imported stores and spares represented 100 months 
consumption. An analysis of some of the individual items indicated 
tbat stainless steel and alloy steel valued at Rs. 40 lakhs imported! 
from U.S.S.R. during 1965-66 to 1967-68 had been lying unused. It 
was stated 'that this had been ordered even before the plant went 
into production taking into account the product-mix and capacity 
envisaged in the project report. 

The Committee regret to note that even though the unit came 
into existence in September, 1965 no maximum and minimum limits 
have been fixed for the items. It has been indicated that the original 
stocking of spares was based on the advice of the collaborators and 
because of less utilisation of the equipment there has not been much 
out-go or replacement of the spares. 

The Committee were informed that a Technical Committee had 
been appointed early in 1973 to go into the requirements of the 
spares and assess the inventory holdings under three categories (a> 
insurance items (b) -stores which may be possibly required during 
the next five years; and (c) spares which could be straightway dec
lared as surplus and disposed of. 

4.114. The Committee were' also informed that this Technical 
Committee have now recommended declaration of stores worth 
Rs. 50,000 as surplus and the management is now taking action for 
their disposal and also maximum and minimum limits have been 
fixed in respect of certain items. The Committee recommend that 
the Technical Committee should eomplete its work soon and iden
tify stores which are really surplus to the requirements so that the 
undertaking can take immediate action to divert the surnlus to 
more profitable USe to other undertakings or dispose them of to the 
best interest of the undertaking. The Committee would like that 
Managemen~ should take action to fix maximum and minimum 
limits for all the stores without further delay so that the risk of high 
inventory holding is avoided. 

The Committee find that stainless steel and alloy !!teel valued 
at Rs. 40 lakhs imported from USSR during 19S5-66 to t.967 -68 had 
been lying unused. The Committee are not S\1r~ whether the 
stainless steel and allov steel has been used or di!!'fIo~ed of. Th'! 
Committee would like to be informed of the latest position. 

625 L.S.-20. 



F. Manpower Analysis 

Labour e~iency 

4.115. The table below indicates the utilisation of available man
hours with reference to the standard time required during tqe last 
five years:-

1968-69 1969-70 1970-71 1971-72 J972-73 

1. Total available m'lnnout'l dur-
in/itbe year 8,17,928 7,0-4,348 9,62,143 12,09,591 8,6.2,246 

3.. Less hout'S utilised fer execu-
tion on job order, and malt-
iDitools. 1,13,189 1,53,374 1,02,574 2,04,187 1,36,170 

3. Lell idle tim: .23,839 14,130 14,069 3,797 6,645 

4. Man bours utilised for pro-
dw:tion of instruments. 6,80,900 5,36,844 8.45,500 9.41,607 7,19.431 

5. Standard time required for the 
1.48,757 production ofinstrum~nts. 2,II,147 5,2.4.451 6,52,254 4,92 R47 

6. Pet'Cent'g~ of labowl' efti:iency 21'85 40'00 62'03 69'21 6849 

4.116. It will be seen from above table that though the labour 
effiCiency expressed in terms of manhours utilised to standard 
hours required showed an improvement from year to year, there 
was still sufficient leeway to be made up. The improvement in the 
labour efficiency was also discernible in the value of production and 
sales per employee as per data given below, this increase in produc
tivity was, however, accompanied by increase in the incidence of 
salaries wages (including beneftts)per employee:-

1968-69 1969-10 1970-71 1911-12 

(Rs.) (Rs.) (Rs.) (RI.) 

I. Vall\~ ofprodul:tion p'!r employee 1,292 1,831 4.902 6,321 

:2 Slles p=r employ~e 1,754 1,14:2 4,319 6,276 

3. Sllaries and wilt!. (incluc1in8 benefita) 
p=r employ~e . 3,547 3,320 4,806 5,752 

4.117. While the labour efficiency percentage does not show an 
improvement over the 1971-72 corresponding figures, it was stated 
that from October, 1972 the Plant had to face severe power cut which 
went up to 75 per cent in February, 1973. The Plant also had to 
resort to selective lay-off during March, 1973. 
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4.11lS. During the year 1972-73, the labour situatioIi in Madras 
and, surroundings, was not too good. The plant however did not 
have any serious trouble except for token strikes for about 8 days. 
however the labour situation did have some depressing effect dur
ing the year. 

4.119. The following steps were stated to have been taken by the 
Management to set right this imbalance:-

(a) Work towards a specific product-mix assessed in the one 
million capacity rating. 

(b) Enabling steadier rates of production the shop floor 
through ·bulking ,of orders required in the country as well 
as on export. 

(c) Retraining of non-production labour in production to 
augment the production of 8taft' strength and doubling 
them on areas where more skills are required. 

4.120. It has been stated that these problems were expected to be 
automatically solved when the current trade negotiations for export 
and indigenous material were finalised and a steady produc~mix 
obtained, so that motivation of workers could be introduced to in
crease the skill and productivity required. 

Incidence of honora.rium payments 

4.1~1. Honorarium payments amounted to Rs. 10.09 lakhs during 
1972-73 against RI. 12.64 lakhs during 1971-72. 
--------------------------

(I) Foqpn8 and st~ua 

(ii) Machine and Assembly • 

(di) Grindiq 

(iv) Quality Control 

(v) Tool Room . 

(vi) Mechanical Maintenance 

(m) Administration 

(viii) Civil maintenance 

(ix) Piannin, aad tnoduction , 

(Tn lakhs of Ru)Sees) 

2'34 

0' S4 

0'90 

0'87 

(x) Secqrity, ~lfaH, accounts sto~s and purchue and medical 0' 77 

10'Of 



Staff Strength 

4.122. The table below indicates the staft strength as provided 
in the Detailed Proiect Report, as ftxedby the Management and 
that actually employed as on 31st March, 1M1, 1972 and on 15th 
November, 1973. 

, 
As fixed by 

As Per thciml.l;l.lie- Actual position ~ S ,un 
DPR ment and' --intimlted 31-3-71 31-]-72 I 31-3-13 IS-II-73 

mAugust, 
1913 

i'l 

(a) Factory produc- Figur~s 
tion wo,rkers. , S96 905 642 674 not 646 

f1\rni~hl'd. 
: ~, 'I 

Oth~I:S 274 263 '132 145 165 

(b) Office Adminis-
tration Tran8port 
etc., ", , II4 330 220 T96 192 

. i..i' 

TOT"" " ,84 1>498 1~014 1,015 1,003 

" 

NOTE: The proiect report did not provide for staff for service like ~,WT'ship.·Field 
Hostel,Circuit Hou,e, Water Workers etc. etc. 

Although, as mentioned in para on '~bour efficiency', the ov~all 
manhours available were, more than the standarq"hours reqUired 
and the production was less than the planned targets, heaVy expen
diture on honorarium was incurred during 1970-71 and 1971-72 and 
1972-73 and 1973-74 (April-December, 1973) as per details given 
below:-

1968-69 , 

1969-70 . 

1970-71 . 

1971-71 

1972-73 

Year 

1973-74. . 
(April to Dec. 73) 

Amount of honora
dum 

(Rs. in laths) 

o·u 

10'09 

'0' 55 
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4.123. The increased incidence of honorarium was attributed by 
the plant to the following factors:-

"The need to diversify the production in surgical instruments 
and job orders posed an urgent problem to man more 
equipment days 'W1!!i' the existing staff (skilled and un
skilled) or alternatively to increase the staff in anticipa
tion of better order position in future. The Management 
was not inclined to increase the staff particularly as 
considerable imbalance in positioning the existing per
sonnel exasted due to drastic changes in the product 
pattern. This necessitated utilisation of the existing 
skilled labour on extra hours alongwith the men of 
lower skill so as to provide increased capacity for the 
higher skilled operations. 

4.124. It has further been stated that action has already been 
-taken to minimise expenses on honorarium as the level of techno
logical skill has improved . 

. •. 125-. About fixing. the man power requiremel)t of l.,a person
nelthe Managem.eat informed the ComaUtteeas.under.,..... 

, ': ,1'., .' . ", 

"As a result of scientific stUdy conducted by the Industrial 
Engineer, Board of Directors approved the Manpower 
strength of8.L.P. at 1482 to be filled in the light of pro
gressive inCrease' in load of work.'" Subsequentl~, some 
more posts were found necessary as the activities increas
ed further at the Plant and were sanctioned from time 
to time. 

The sanctioned strength as on 31st March, 1973 was 1498 
whereas the actual Nos. in position as on 31st March, 
1973 was IOU. 

The real problem at the SIP is low productivity of workers 
which does not enable the Plant to achieve production 
of even the reduced capacity. The existing staff itself 
is not considered excessive." 

4.1%6. The Committee note that the percentage of labour effici
ency has increased from 21.85 per cent in 1968·69 to 69.21 per cent 
in 1971·72, correspondingly the value of production per employee 
has also increased from Rs. 1292 in 1968-69 to 6328 in 1.911·72. The 
increase in productivity wa.. however accompanied by an increase 
in salaries and w~e!ii. oer nnployec:. The Committee, Hnd that 
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the percentage of labour eJliciency has decreased to 68.49 in 1972-13 
and the idle time has also increased to 6645 hours in 1972-73 as 
against 3797 hours in 1971-72. The Committee regret to note that 
though the overall DUlD-houl's available were more than the stan
dard hours and production was less than the Plan targets, heavy 
expenditure on honorariam was. mcurred during 1.970-71, 1971 ... 7% 
and 1972-73. The Committee were informed that increased pay
ment of honorariam. was due to the need to diversify the produc
tion in Surgical Instruments Plant and job orders which pose an 
urgent problem to man more equipment days with the existing 
staft. The Committee need hardly stress that with the increase in 
labour efficiency and in the level of technical skill developed dur
ing the course of years, it should be possible for the Undertaking: 
to keep the expenses on honorariam to the minimum. The Com
mittee recommend that the statJ already available should be use
fully deployed for productive purposes so as to improve the labour 
efficiency and obviate the necessity for payment of honorarium. 

4.127. It has been admitted by the Management that the real 
problem at the S.I.P. is low productivity of workers which does net 
enable the Plant to achieve produetien of even the reduced capa
city. The Committee recommend that concerted efforts may be 
made to raise 'the level of .productivity and achieve the capacity 
targets. 

G. Delay in implementation of the Employees State Insurance 

Scheme 

4.128. With effect from September, 1965, the surgical Instruments 
I<'actory came within the purview of Section 2(12) of the Employees 
State Insurance Act, 1948. Notwithstanding the fact that the Em-
ployees' State Insurance Corporation had asked the Unit in j·une. 
1966 to get itself registered under the Employees State Insurance 
Act and pay the employer's contribution thereunder, it was riot 
until April, 1967 that the Company decided to implement the pro
visions of the Employees State Insurance Act. The scheme WQS 

finally implemented in November, 1967 and the Company had to 
pay an amount of Rs. 1,16.117 as its arrear contribution for the period 
S€ptember, 1965 to October, 1967. Had the Company brought the 
Surgical Instruments Plant within the scope of Employee3 State 
Insurance Act from the due date i.e. September. 1965, it would have 
avoided an expenditure of Rs. 77,331 incurred bv it on reimbune
ment of medical expenses under the Company's Rules during the
aforesaid period. 
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4.129. In this connectio·n the Management have stated (July. 
19"'0) as follows:-

"Right from the beginning, the Union of the Employees was 
not in favour of the E.S'!. Scheme and was clamouring 
for getting exemption from its scope as the medical and 
other facilities already provided by the Plant were attrac-
ti~ ........ ' ......... After great persuation the Umon 
of the Employees agreed for the introduction of the E.S'!. 
Scheme in the plant with effect from 1st November, 1967 
under protest ............. It may be seen from the above 
that there was n') delay in the implementation of the 
scheme by the P:nnt." 

4.130. From the records made available it was noticed in audit 
that the representation against the scheme by the employees of the 
Union was made only in April, 1967. Thereafter, a settlement was 
reached with the Employees Union before October, 1967. In view 
of the known statutory obligation for introducing the scheme, time~ 
ly action could, therefore, have been taken by the Management to 
get all the preliminary steps completed by the time the production 
was expected to commence or at the latest as soon as production 
commenced in September, 1965. The ex.penditure of Rs. 77.331 re
terred to ahove \YQ'J, therefore, avoidable. 

4.131. In regard to the delay in the implementation of the provi
.&ton of the Employees State Insurance Act, the Management stated 
as follows: 

'''Employees State Insurance Scheme is covered by a statute 
and it is incumbent on all factories falling within the
area covered by the notification to introduce the scheme. 

However the act itself provides for grant of an exemption 
to those industries or factories wherein the benefits t() 
the workers accO'l'ding to the rules of the Com-· 
pany are comparable or more liberal than those 
envisaged in the Act. The Company a" well as the 
Union was of the view' that the Medical btmefit. leave· 
benefits and Ulaternity leave benefits, (Some of the im
portant benefits available under the scheme) and super
rior to or equal to those admissible uncier the schem~. 
That being so the Company asc;umed that if the workp.rs 
also demand exemption from the scheme. rp"ommencia
tions could be made to the Govcnme,! for ~rants of, 
exemption which is provided for in the Ad. 
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The· president of the Union did represent to the Management 
for not introducing the ESt Scheme in SIP." 

4.132. About the delay in implementation of Employees State 
Insurance Scheme in the SIP Surgical Instruments Plant, the Min
istry stated as under:-

"The Employees' State Insurance Act, 1948 provides thlit the 
Act shall, apply to all factories including factories bf>long
ing to Government but other than seasonal factories. 
Section 90 of the Act, however, empowers the approPri.at~ 
Government to exempt any company from operation of 
the Act if the employees in any such factory OT establi::;h
ment or otherwise in receipt of benefits stl bstantiallv 
similar and superior to the benefits provided under this 
Act. 'There are arrears as in which the old rules of tbe 
Company prior to introduction of ESI Scheme were ron
sidered to be more advantageous to the employees a!'l Mav 
be seen from the following:-

B.S. I SCHEME 

(i) Th~ Employce~ have to contribute 
21 of their lota1 wag<~. 

(ii) At present, members of the familie~ 
of Employees are not c:overe(~ b~ ... he 
scheme in our region. 

COMPANY RULES 

(i) At presen!,' the Employces are cn) "ymg 
free trea1tnent' 'end <0 not make 1lIIY 
contribUl ion. 

(ii) Atpre~(nt, 1he members of families of 
~mplrytc:s also IJCt free treaUJl.cl'.t. 

<iii) The Employees have to take inpatient (iii) At prescnt, the Bmployees make take 
treacment in the ESI hospitals only. inpatient treatment at any Govt. Hospital 

in the city.' . 

(Iv) Employees &taying in the Colony as 
well BI outside can consult or,Iy the 
B. S. I. Doctor. 

(iv) Employees staying out8i~.e the colOJly 
may consult lillY Autborisec'. Mec1Jcal At
tendant as provif,c<'. in the Central Gov
ernment Medical Attw.ance Rules. 

(v) A Woman employee will be paid mater- (v) A Womln Bmployees is giVen 3 months 
rufy benefit at the rate of 7!12th of Materr.ily leave with full pay as laid 
her average wages r "r a periO({ ot 3 down in S.R. 267 of the Fundamental--
months for her confinement. Rules. 

4.133. Th extra benefits under the Employees State Insurance 
Scheme are given below but this is not by itself a source of attrac
tion. (a) Giving artificial limbs or teeth. (b) Giving free specta
cle and hearing aids when eyesight or hearing is impaired on ac
count of employment injury. 

4.134. lit was in this background that the Managemf'nt was ('on
~sideri.ng the question of seeking exemption from the introduction 
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1lf laployees State Insurance Scheme, especially in view of the 
fact that the employees themselves were not keen on the introduc
:ijon of this scheme. Management applied to ESI authorities for 
-exemption but they did not agree. Management, howevt'r. failed 
to move the State Government for exemption." 

SAFETY DEVICES 

4.135. During their visit to the Surgical Instruments Plant, 
Madras on 12-7-1972, the ·Committee were informed that safety de
vices like face guards, gloves and headgear had been given to the 
Plant workers in the Surgical Instruments Plant of IDPL but some 
workers did not "use them and desired to know:-

(a) the various safety devices provided to the workers in dif
ferent units of IDPL. 

(b) the expenditure incurred thereon; 

(c) the measures taken or proposed to be tak~n toens~re that 
such safety deVice, ·a~1 used by theworkers'~oncerned. 
The Managementl\Wfll'written note informed the Commit-
tee as follows:-

"Items of Safety Devices and expenditure incurred thereon 
are given below:-
--------------

1970-71 1971-72 1972-7.l 

------------------
R~. Rs. Rs. , ---- ---- ----

(i) Protec'jve Clothing. 8566 1<)205 202(.2 

(ii) Safety glove . 3SS1 2450 3764-

(iii) Gloves 6956 5948 513'~ 

(iv) Face shell 14R 283 III 

Ev) Safety Gogles 1185 192 419 

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

It is a fact that there is a reluctance on the ·part of the workers 
to wear some of the safety appliances. like the gogles. 
Though safety Committee and circulars, the workers are 
being persuaded regularly to consistantly use the safety 
appliances while working. It may be mentioned that ex
cept in the matter of wearing safety gogles, the workers 

. do use other safety appliances." 
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4.136. The Committee find tbat althou,h the Surrieal InstrumeDt 
Plut sbou.ld have come within tbe purview of the Employees State 
Insurance Act, 1M3 as early as September, 1965 and should have at
least registered itself under 'the Act with etlect from June, 1916 
when it was asked by tbe Employees State Insurance Corpora
tion to do so, it actually decided to implement provisions of the Act 
only in April, 1967. The resUilt was that the Unit had to pay an 
amount of Rs. 1.16 lakhs as arrears of contribut'ions from Septem
ber, 1965 to October, 1967. The Committee need hardly point out 
that had the Company brought the Surgi('al Instrument Plant with
in t'he scope of the Act right from the beginning, it would have 
avoided an expenditure of Rs. 77,331 incurred by it on reimburse
ment of medical expenses under the companys rules. The Commit
tee were informed that delay in the registration of the Unit under 
the act was on account of the medical facilit'ies' provided by the 
Unit heinr more favourable to its employees than would be avan. 
able under the Act. 

4.137. The Committee feel that because of the delay in the im-
plementation of the statute payment of medical expenses to the ex
tent of Rs. 77331/- has become avoidable. 



CHAPTER V 

PRICING POLICY 

A. Antibiotics and Synthetic Drugs 

Drugs are divided into two broad categories viz., (a) hulk drugs 
and (b) formulations. The former ate further sub-divided into 
"essential" bulk drugs and "other" bulk drugs. 

Under the Drugs Prices (Display and Control) Order, 1966 Gov
ernment froze the prices of drugs and formulations aad directed that 
the manufacturers could sell th~ir products only at the then prevail. 
ing prices. & the Company had not yet gone into production, 
prices of its products were to be fixed with the approval of the 
Government. Anticipating that their cost of production was likely 
to be higher in comparison to the cost of other manufacturers, the 
Company approached Government in November, 1967 fOr fixation 
of prices on the basis of maximum. prevailing prices. In February, 
1968 Government approved the prices of the formulations and bulk 
(except Tetracycline and Vitamin B-2 5mg) which were more or 
less the same as recommended by the Company. 

5.2. By the Drugs Prices (Display and Control) Amendment 
Order, 1968, dated 26th August, 1968 Government exempted the 
Pharmacopoeial drugs without speCial brand names from the pur
view of the Drugs Prices '(Display and Control) Order, 1966. As 
the Company was manufacturing Pharmacopoeial drugs and generic 
formulations without specific brand name, it was able to regul~te 
the prices of various drugs from time to time during 1968-69 and 
1969-70 depending upon market .conditions. 

5.3. With a view to bringing down the prices of essential drugs 
and curbing excessive profits in the Pharmaceutical industry, Gov
ernment issued the Drugs (Prices Control) Order, 1970 on 16th May. 
1970. The salient features of this Order and its impact on the pric· 
ing policy of the Company are dealth with below:-

Bulk Drugs: 

5.4. Essential Drugs': -All pr'Oducts in the current production 
ran~e of Antibiotics Plant, Rishikesh and some of the products of 
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Synthetic Drugs Plant, Hyderabad (which were yet to be manuiac
.tured) were classified as "Essential Drugs". Their maximum sell. 
ing prices were fixed by Government w.e.f. 18th May, 1970 on the 

.basis of the recommendations of the Tariff Commission. 

5.5. The Company approached Government on 30th May, 1970 for 
fixing the selling prices after taking into account its ultimate cost 
of production (including return on capital) based on rated capa
-city. Government have not, however, so far (December, 1972) agreed 
to raise the prices of any of the essential drugs in the manufacturing 
range of the Antibiotics Plant. 

5.6. Other hulk drugs:~So far as the other drugs produced in the 
Synthetic Drugs Plant are concerned, Government froze their prices 
.at the level obtaining on 16th May, 1970. It was as10 decided that 
further increase of prices could only be done with the prior appro
val of Government. The' Company, therefore, applied to Govern~ 
ment on 4th' June, 1970 for fixation of fair prices on the basis of 
latest cost of labour, materials and overheads and taking into consi
deration a fair return on capital and the modifications in efficiencies 
and norma indicated in the reglements given by the Collaborators. 
In Ju.ly, 1970; Government accepted thE! recommendations of the 
Company for the revision of prices suggested by it in respect of An-
algin, Phenacetin, Sulphadimidine and Amidopyrine. In case of 
Vitamin B~2, Folic Acid and Phenobarbitone also Government agreed 
to the revision of the prices 'but not to the extent applied for by 
the Company. ' . 

5.7. In view of. t~ increase in the cost of raw materials follow
ing indigenisation, Company agpin approached Government on 24th 
March, 1971 for enhanc!!ment of the prices of Sulphas and Vitamins. 
The prDposal was t\1rned down by the Ministry on 13th April, 1971. 

5.B. Study by the working group at the Bu.reau. of Industrial 
Costs and Prices:-On 11th September, 1970, Government decided 
to constitute a working group of the Bureau of Industrial Costs and 
Prices for:-

(i) studying the cost structure of the 25 bulk drugs specified 
by Government and to recommend fair selling priceR 

(U) 

therefor; 

reviewing the norms for conversion costs and packing as 
prescribed by Government and reco~mendin~ th2 ex
tent to which these l'equired to be modified havmg regard 
to the representation received and the objectives of the 
Drugs (Prices Control) Order, 1970; and 
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(iii) Studying any other item germane to the above matters. 

5.9. The recommendations of the Bureau were submitted to Gov-· 
ernment between May to October, 1972 in four parts. It was stated. 
by ,Government in April, ·1974 that thelle reports were carefully ex
amined by the Ministry and w!!re considered in various inter
Ministerial meetings. In the meeting held on 7-12-1973 it was de
cided that since the period when the drugs were costed by the 
BICP. The prices of raw materials and other pharmaceuticals aids 
and services have risen, BICP should examine and advise on revis
ed selling prices keeping in view the current costs. BICPs report 
in this regard has laso been received and is under consideration of 
Government. Meanwhib the request of the Company for en
hancement of certain prices,. especially of sulphas, to neutralise the 
escalation in raw materials prices (particularly in those cases where 
indigenous sources have com~ up to replace imports) has not been 
accede~ to by the Ministry. . 

Out of the 25 drugs referred to above, 11 fall within the manu
facturing range of the Company (Synthetic Drugs Plant). The 
final results of the study undertaken by the working group were not 
known. 

5.10. Fo'rm'Ulations:-The Drugs (Prices Control) Order, 1970 en
visaged the fixation of retail prices of formulations by Government 
of India in accordance with the formula contained therein. The 
norms of conversion costs and packing charges for purposes of ar
riving at the formulation price were also announced by the Gov
ernment on 25th May, 1970. The prices of the formulations manu
factured by the Antibiotics Plant were worked out by the Company 
on the basis of the new formula and norms of conversion 'costs. In 
most of the cases, an. upward revision of the prices was indicated. 
Government, however, intimated on 15th June, 1970 that where were 
the application of the formula for fixation of prices of formulations 
in case of AhttbioticsPlant and Synthetic Drugs plant allowed a 
higher price than the existing selling prices, the latter should be re
tained; but if there were any cases where the formula resulted in 
l'eduction of the price, the lower prices should be alloWed. Conse
qllently, prices were not raised in respect of any formulation by 
the Company; but reduction was made in some cases. 

5.11. In pursuance of the decision of the Board taken on 14th 
July, 1970, the Company reported to Government on 27th July, 

At the time of factual verification the Ministry statecl that ''The Repprl o~ the HICP 
been rec~ive(\ and Govt. has taken R decision on the ~e'po't ,.,f the worktng c:r'lUP 
in 80 far as revision of prioc! of bulk druga and re'Vl8Ion of norms of convc aionl 
ann packaging are concemecl .. please ........ also see footnote unrler para 3·175· 
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1970 tha~, co~equent upon the retention of the exisung prices of 
formulatIons, It would to put to an estimated loss of Rs. 1.98 crores 
,during 197()"71. 

5.12. In regard to the pricing policy the Management stated as 
folIows:-

"When the Company went into production of synthetic drugs 
and antibiotics the price fixation of drugs and Pharma
ceuticals was governed by the Drugs Prices (Display and 
Control) Order, 1966. They were fixed by Government 
on application from the Company. Under this order, the 
Company applied for prices of many of its drugs likely 
to be in sale during 19 8, on the basis of the then ruling 
maximum prices in the market, even though the costs of 
production would warrant higher prices. The reason for 
doing this were:-

(i) the indications that higher prices may not be sanction-
ed; and ! 

(ii) even if they are sanctioned by the Go:vernment the 
Company in view of the pressure of similar imported 
drugs, might not be able to secure a share of the market 
at these priCes." 

5.13. In actual practice the Company found stiff resistance in the 
m.arket to the sale of the drugs of Synthetic Drugs Plant even 
at the prices sanctioned by the Government and had to reduce even 
the sanctioned prices to lower levels to avoid the build-up of inven
tory of finished goods or to withhold the sale of sulphas for a few 
months so as to enable IDPL obtained reasonable prices. This 
situation resulted from the fact that Indian Drugs and Pharma
ceuticals Limited was not controlling the whole market and the 

large gap between the indigenous demand and IDPL's initial pro
-duction was met largely by direct imports by another formulators 
.and trad~rs at considerably lower prices. These C . I . F . prices 
were very low and bore no relation to the ruling prices in the coun
try of their origin. 

5.14. With, the removal of the price restraint on pharmacopeial 
-drugs, the remaining limitation for obtaining fair prices to IDPL 
was the continued availahility of imported drugs. With the gradual 
tapering oft' of imports, the Company was able to progressively in

-crease its prices especially of sulphas and phenacetin, but before 
this process could be completed and IDPL could obtain fair prices 
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commensurate with its cost of production and capItal investments, 
the Drugs (Prices Control) Order, 1970 came into effect from 
16-5-1970. Under this ord~r Potassium Pencillin, Sodium Penicil
lin, Procaine penicillin, streptomycin, tetracycline, hydrochloride, 
para-amino-salicylic acid and s~um salt of p'araamino- salicylic 
acid were defined as ESSENTM.L BULK DRUGS and their prices, 
were fixed by the Government by gazette notification on 18th May, 
~70. The prices of other bulk drugs were frozen at the rates rul
ing on 15th May, 1970. 

5.15. The Company pointed out to the Government that in the 
caSe of antihiotics, the Tariff Commission while recommending 
fair prices had not taken into account the costs of production of 
Antibiotics Plant which had not commenced commercial produc
tion at the time of Tariff Commission's scrutiny and that the prices 
fixed by the Crl>vernment 011' the basis of Tariff Commission recom
mendations were uneconomical for IDPL. Similarly in the case of 
SDP, the process of rationalising the prices by progressively in
creasing them from the ruling landed prices to fair prices commen
surate with the cost of production had not been duly completed at 
the time of promulgatiqp of the Drugs (Prices Control) Order and 
there were a number of esc~lation in the price of raw materials, 
wag~s, services, etc., which had to be provided for. The Company, 
therefore, invoked para 5(i) of the Drugs (Prices Control) Order, 
and submitted the necessary cost and pricing data and sought hig
her prices. The Government approved revised maximum selling 
prices for sulphadimidine, phenacetin, V'itamin B-1, Vitamin B-2, 
folic aCid, analgin, amidopyrine. phenobarbitone on 15th July, 1970. 

5.16 Giving effect to the recommendations of the Tariff Com
miSsion, Government also approved of a scheme of ~alisati'Oll of 
the distribution of the drugs in the manufacturing range Antibiotics 
Plant and Synthetic Drugs Plant through IDPL at pooled prices, 
(which were worked out on the basis of w~ighted average rates of 
import prices and prices allowed to the indigenous manufacturers). 
This soheme came into effect from 9-7-1970 when the pooled prices 
for phenacetin, sulphadimidine, Vitamin B-1, Vitamin B-2 folic acid, 
analgin, amidopyrine, phenobarbitone, streptomycin and tetracycline 
were notified. . 

5.17. In regard to the extent to which the prices notified under 
the Drugs (Prices Control Order, 1970) are economic with raference 
to the ultimate cos! of production based on the rated capacity and 
whether the fixation of ealt of production by IDPL on the basis of 
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rated production is fair, the Ministry stated in written reply (March,. 
1974) as follows:-

"The prices of drugs were frozen as per Drugs Price Control'. 
Order 1970. Although the Synthetic Drugs Plant, Hydera'" 
bad, achieved much higher production during 1972-73 than
its original design capacity, the actual cost' of productiOn 
for almost all drugs was higher than the standard cost 
estimated in 1970. The major reasons contributing to this. 
high cost are substantialmcrease in the prices of raw 
materials, power, fuel, services, increases 'in salary and 
wages etc." 

5.18. In July, 1970, the plant management worked out certain 
standard costs of production for all the products produced at SDP. 
These were worked out on the basis of the th~ rated capacities 
taking into consideration the existing cost of the raw materials and' 
services etc. The element on account of interest and depreciation 
were also included. No return on capital was however provided in 
such costing. 

5.19. The prices were, however, not fixed by Government on the 
basis of the cost figures of IDPL. Prices of 17 bulk drugs whose 
cost was examined by the Tariff Commission were fixed by Govern
ment on that baSis, while those of other bulk drugs were frozen at 
the level of May, 1970 when the Drugs (Prices Control) Order, 1970 
was issued. Tariff Commission had based their cost studies on the 
costs of the units which were in production in 1965-66 or 1966-67. A 
single price for each particular bulk drug was fixed and not separate· 
prices for different unit.; according to their different costs. Since· 
MIs. Indian Drugs & Pharmaceuticals Ltd. are expanding their pro
duction capacities gradually to meet the increa::;ing requirements, 
prices worked out at a particular point of time depending u:pon the· 
preva.iling capacities would naturally not be app~icable for prodUc
tion witl1 higher capacity. This is also likely to offset to some extent
the increased cost of ,inputs that :is taking place. 

5.20. Regarding the fact that the prices n'Oti.fied under the Drugs 
(Prices Control Order) 1970 are considered uneconomical by the, 
Company, whether the Antibiotics Plant. Rishikesh and Synthetic 
Drugs Plant, Hyderabad would not continue to incur losses and' 
whether any exercise has been made to indicate the profitability 
position on effective utilisation of rated capacity and if so, whether 
it iooicates any loss; the Ministry further stated that:-

"As mentIoned above. the selling prices in re<;pect of most of' 
the bulk drugs produced at SDP have been examined' by-
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the said working group. Government is presently consi
dering as to whether any further escalation on the. prices 
recommended on account of the recent increase in the 
cost of raw materials, and other inputs would be justifi
able and if so to what extent. As regards streptomycin, 
penicillin and tetracycline manufactured at ABP, the pd
ces of these antibiotics were notified in schedule I of the 
Drugs Price Control Order which were fixed on the basis 
of the examination and recommendation of the TaritT 
Commission vide their report submitted in 1968. Since 
a number of years have elapsed after the prices were 
costed by the Tariff Commission, it has been decided that 
those items should also be re-costed, with a view to fixing 
revised selling prices. The profitability position can only 
be indicated after the prices have been worked out on the 
present input costs." 

5.21. A CommlUee to enquire into the various aspects of the 
drugs and pharmaceuticals industry ha',; been constituted by Gov
ernment in February, 1974 under the chairmanship of Shri Jaisukh
lal Hathi, M.P. "with a view to ensuring the regulated and rapid 
growth of d'rug manufacture, and further with a view to ensuring 
that all essential drugs are made available to the consumers at rea
sonable prices." The terms of reference stipulate inter-alia exami
nation of "measures taken so far to reduce the price of drugs for the 
consumer, and to recommend such further measures as may be 
necessary to rationalise the prices of drugs and formulations". 

A copy of the Government Resolution is enclosed (Appendix 
XXIII). 

5.22. The Committee note that the prices of products of the Anti
blotics Plant and the Synthetic Drugs Plant were fixed for drup 
likely to he on sale in 1968 on the bans of the then ruling maximum 
prices in the market, even though the cost of production at that time 
warranted higher prices. The undertaking 'had, however, to reduce 
the prices to lower levels and to sell the products at reduced prices 
to secure fair span of the market With the tapering of importa. 
the Company was able to.> progressively increase its prices of Sul
phalli and penicilin when the Drugs (Prices Control) order came into 
effect from the 18th May, uno and eertain drugs were defined u 
"essential bulk drugs". The priees of bulk drugs were, however, 
frozen at the rates ruling on 15th May. 1970. The Committee were 
informed that the prices fixed did not take into aecount the actual 
Cost of procllldion hi the Antlbtotb PInt, with the l'eIult that the 

625 LS-21 
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recommendations of the Drugs (Prices Control) Order proved un
eeOllomical to I.D.P .L. A simiJar difficulty was also felt in the case 
of Synthetic Drugs Plan since the process of rationalisation of the 
prices had not been completed. There had also been a number of 
escalations in the prices of raw materials, wages, services etc. As 
bulk drugs are sold mostly to the private liector for formulation 
purposes the Committee feel that as a result of transfer of bulk drugs 
of formulation in the private sector, they were allowed to earn a 
greater margin of profit. 

5.23. The Committee also note that the Company approached Gov
ernment for fixing the selling prices after taking into account its 
ultimate cost of production including return on capital. The Com
mittee understand that on the 11th September, 1970, Government 
constituted a Working Group of BUTeau of Industrial Costs and 
Prices for settling the cost structure 0111 25 bulk drugs and to recom
mend fair selling prices therefor. The Committee regret to note 
that though the recommendations of the Bureau were received by 
Government as far back as October, 1972, Government took an un
duly long time in taking a decision on these recommendations. 

5.24. In one of the Inter-Ministerial meetings held on 7th Decem
ber, 1973. it was decided by the Government that the Bureau should 
advise on the revised seIling prices, keeping in view the current 
costs of raw materials and other pharmaceuticals aids and services. 

5.25. The Committee need hardly emphasb:e that IDPL' should 
Improve efficiency and effect economies to make their products most 
competitive. 

5.26. The Comittee note that in regard to formulations, Drugs 
(Prices Control) Order, 1970 had envisaged the fixation of retail 

- prices of formulations by Government of India should be on the 
basis of formula contained therein. In June, 1970, Government 
decided that wherever the application of the formula for fixation of 
prices of formulations in the case of Antibiotics Plants and Synthe
tic Drugs Plant allowed a higher price than the existing selling 
price, the latter should be retained but if there were any cases where 
the formula l'esulted in reduction of the price, the lower price 
should be allowed. Consequently IDPL was unable to raise the 
prices of its formulations instead, it had to effect reduction in some 
cases. 

5.27. CODsequent upon the continuation of the existing prices of 
formulations the Committee are informed that IDPL was put to an 
estimated lo~s of 1.98 crores during 1970-71 alone. -
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5.28. The Committee also note that Government have in February, 
1974 constituted a Committee to enquire into various aspects of the 
Drugs and Pharmaceuticals Industry. with a view to ensuring that 
all essential drugs are made available to the consumers at reasonable 
prices. The terms of reference inter alia stipulate an examination 
of the measures taken so far to reduce the prices of drugs for the 
consumers and to recommend such further Qleasures as may be neces
sary to rationalise the prices of drugs and formulations. They hope 
that the Bathi Committee would give their recommendations by the 
schedu'cd date and that Government w()uld take expeditious decision 
on these recommendations in the interest of making available medi. 
cines to the public at most competitive rates. 



VI 

SALES AND MARKETING 

6.1. The Marketing Organisation of the Company was set up in 
March, 1967 for the purposes of (a) carrying out market survey; and 
(b) undertaking distri.bution of the products of the three plants. 

6.2. In the initial stages, the Marketing Division concentrated its 
attention on obtaining market intelligence and statistics and the sales 
operations started in 1968-69 only. Recently, studies were also con
ducted to develop new products having market potential as well as 
in assessing the country's demand over the next five'years. A num
ber of new formulations have aho been studied and suggestions made 
to the Plants to increase the trade business. 

6.3. As a result of the Government's decision to entrust to the 
Company, distribution of imported drugs within the production range 
of the Company, the activities of the Marketin!) Division were ex~ 
panded in 1970-71 to include the purchase and sale of imported drugs 
as well. 

A. Organisation 

6.4. The Marketing Divi3ion of the Company is headed by a Chief 
Marketing Manager. The Division has two wings namely, Sales 
Organisation Field Depots and Secretariat. The staff strength of 
the Marketing Division as on 31st March, 1973 was 364 (including 
49 officers) as against the sanctioned strength of 364. 

6.5. The Division has at present eight Regional Offices located at 
Delhi, Chandigarh, Bombay, Lucknow. Calcutta, Madras, Bangalore 
and Patna and a sub-regional office at Ahmedabad. In addition there 
are depots/Sub-de~ts at Hyderabad, Cachin, Jaipur and. Pinjore. 

6.8. The products are transferred by the Plants to the Sales Offi-
ces/Depots for sale. With effect from 1st January, 1971, the Market
ing activities of surgical instruments have been transferred back to 
the Surgical In'.struments Plant, Madras. 

6.7. The bulk products and intermediate chemical are generally 
sold by the Plants to the pharmaceuticals/chemicals companies. II" 
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.the case of imported buJk, Qowever, the sales are centralised at 
Bombay Depot of the Company and are made on the basis of the 
release orders issued by the State Drugs Controllers. 

6.B. The sale of formulations to Government Institutions is mainly 
through rate contracts entered into with the Dil'ector General, Sup
plies and Disposals, State Governments etc. The sales to trade are 
executed by the Regional Offices through distributors who have been 
designated as preferred dealers. 

6.9. About the adequacy of the organisational set up of the Mar
keting Division of the Company to perform the functions assigned 
to it, the Management stated that the present staff both in the field 
depots and Secretariat was adequate to meet the requirements of the 
Company's market function; however, with the expansion of the 
sales activity, there would be need for corresponding increase in the 
staff in both units viz., field force, depots and Secretariat. 

6.10. In this connection the Ministry have also stated that the 
organisational set of the Marketing Division was adequatt! to perform 
the functions assigned to it. As the Company's sales expand, the 
staff at various levels within the field or at the depots or in Secre
taiiat may have to be strengthened. 

6.U. The Committee note that the marketing organisation 01 
IDPL was set up in March, 1967 for the purpose of carrying out mar· 
ket surveys and undertaking distribution of the products of the three 
plants. As a result of Government's decisiolJ to entrust to the COID
pany distribution of imported drugs within the production range of 
the Company, the activities of the Marketing Div!sion were expanded 
in 1970.71 to include the sale and purchase of imported drugs as weB. 
With effect from lst January, 1971 marketing activities of Burgled 
instruments were transferred back to the Surgical Instruments PlaDt, 
Madras. The bulk products and intermediate chemicals are general. 
Iy sold by the plants to the pharmaceuticalslchemiealw CCIIDpaniett. Je 
the case of imported bulk, however, the sales are centralieed at B0m-
bay Depot of tlie Company. The sale of pharmaceudcah form.la
tions to Go-.ernment institutions is mainly through rate contract. 
entered into with DGS&D fState Governments etc. The sales 'to tnde 
are, however, executed by the regional offices through distrilMlton. 
The total staff strength of the Marketing Division as on 31st lIanlt, 
1973 was 3" (including 49 officers). The Committee recommend that 
ol'pnisational set up and uran,emenb for the .. Ie of IDPL pr0dud5 
may be! kept under· review and improvements efteeted from time to 
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time .0 as to push up the .ales of IDPL produets in the best interest 
of the Com .. ny and at the lame time keep .the lelting eosta to tile 
minimua. 

B. Sales Performance 

6.12. The Head Office fixes targets for sales for each of the Plants. 
Appendix XXIV indicates the original as well as revised targets of 
sales of Company's own products and the actuals there against dur
ing 1968-69 to 1972-73 and 1973-74 (upto November, 1973). In this 
connection, following features deserve mention:-

(a) The total value of production of drugs and pharmaceuticals 
of the large and medium scale units in the country during 
1970 and 1971 was of the order of Rs. 250 crores (approxi
mately) and Rs. 300 crores (approximately), respectively. 
As against this, the turnover of the company amounted to 
Rs. 10.25 crores in 1970-71 and Rs. 15.55 crores in 1971-72. 
This constituted 4.1 per cent and 5.2 per cent of the coun
t.ry's turnover for these two years. The Management have 
stated (September, 1973) that the turnover of the Company 
during 1972-73 was to the extent of Rs. 19.90 crores which 
was approximately 6.63 per cent of the entire turn-over 
of the Pharmaceutical Industry and 25 per cent of the 
country'·., total demand for all bulk drugs. 

(b) The sales of the Company increased from Rs. 101.20 lakhs 
in 1968-69 to Rs. /2,058 lakhs in 1972-73. The Company 
could not, however, attain even the revised targets of sales 
in any of the years. The fonowing reasons were assigned 
for non-achievement of sales targets:-

1968-69 

1969-70 

The shortfall in ·.sales was on account of lower production,· 
resistahce tn the market due to cheaper imports of itehJil 
on the restricted or banned list. 

The shortfall in the case of instruments was m.ain1y due to 
shortfall in producti-on and lack of orders. 

1'he'reduction in sales was mainly on ;:\ccount of lower pro
duction in all the units. 
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1970-71 and 1971-72 

1972-73 

The reduction in sales was on account of lower production 
targets fixed for all the units. 

Non-achievement of sales targets in case of formulations for 
antibiotics (shortfall Rs. 194 lakhs) was due to fall in 
production of narrow spectrum antibiotics and certain 
new products, on account of closure of factory due to 
labour trouble and U.P. State Electricity Board strike. 
The non'-achievement of targets in Synthetic Drugs 
Plant (Shortfall Rs. 76 lakhs) W/ilS mainly accounted for 
by lower production on account of non-availability of 
raw materials in requisite quantity at appropriate times. 

It may be mentioned that, as a result of the recommendations of 
the Committee on Public Undertakings, Government had issued 
instructions in June, 1971/May, 1972 that Government Departments 
and Public Sector Enterprises should obtain their requirement of 
drugs irom the Indian Drug.> & Pharmaceuticals Limited/Hindustan 
Antibiotics Limited to the maximum extent possible and a price 
preference up to 10 per cent be allowed to them. It has been noticed 
that these directions are not being followed by some of the State 
Governments and Director General, Supplies & Disposals. As, how
ever, Director General, Supplies & Disposals also enters into parallel 
rate contract'.> with private firms, all indentors do not obtain their 
requirements exclusively from the Company. 

Government Medical Store Depots under the Ministry of Health 
and Family Planning have not given effect to the Government inst
ructions issued in June, 1971 and May, 1972 to accord 10 per cent 
preference to IDPL, St9.te Governments also ,contend that they do 
not come within the purview of the circular issued by the Govern
ment of India, since Health is a State subJect. 

While reduction in sales duri~g i969-70 to 1971-72 has been ascrib
ed to poor production performance, it is seen from the Ministry's 
letter dAted 8th May, 1972 that the inability of the Oompany to secure 
all the Director General, Supplies & Disposals orders, which it was 
in a position to execute, was resulting in considel'able under utilisa· 
tion of capacities, 

(c) The composition of the to.tal s8:1es of drugs (indigenous _ 
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well a's imported) into bulk and f'ormulations for the last 
3 years was as follows:-:-: 

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

1969-70 . 

J970-71 . 

1971-72 . 

1972-73 . 

Year Bulk Formulalions 

Percentage to Percentage 
to total sales to tolal 

sales. 

Data not availahle. 

42'4 

(d) As mentioned earlier, bulk products and intermediates are 
sold to manufactureres for vialling, tabletting, etc. and only formula
tions are sold to trade and Government Departments. 

Out of its total sale of formulations percentage sale to Govern
ment Depots/Trade was as under:-

1970-71 . 

1971-72 . 

1972-73 . 

1973-74 . . 

Year 

CUplO Nov. 73) 

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

% saleto 
Gavt. 

Departments 
-----

78'6 

80'S 

80·6 

72'3 

% saleto 
Tra(l,e 

-----
21'4 

19'5 

19'4 

27'7 

The facilities for manufacture of sophisticated formulations, it 
Jaas been stated are being augmented and during the course of 
1974-75, the Company propose to introduce a number of sophisticated 
formulations to further increase its share Of Trade Market, which 
is already showing an increasing trend during 1973-74. 

The Management have stated (January, 1973) as follows:-

"We are proposing a change in the sales pattern systemati
cally which will be brought over in the next few years 
to increase the Indian Drugs & Pharmaceuticals Limited 

-sales in the Trade and reduce its overall dependence on 
the Government purchases." 
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(e) The formulations are sold to Government Departments and 
the trade under their generic names. However, with a view to 
exploiting the vast trade market, the Company has also introduced 
branded products. Three such products introduced in the market in 
August, 1970, March, 1971 and July, 1971 were "Apidin", "Cemizol" 
and "Hexavit" produced in the Synthetic Dru~ Plant, Hyderabad. 

6.13. During 1972 .. 73 the Company introduced 'Sulphaguanidine' 
and 'Sulphadimidine' in strip packing from Synthetic Drugs Plant 
for trade sales and "Chloromphenicol" capsules from Antibiotics 
Plant for sale to the trade parties as well as to Government De
partments. 

During 1973-74 Company introduced its 1st liquid injectable pro
duct under the brand name 'OTCIM' (Oxytetracycline intravenous 
muscular injections) for sale to trade. 

A number of new drugs are stated to be under development and 
are likely to be introduced by the end of 1973-74 or in early 1974-75. 

It ha'" been stated that the Company has also studied the market 
potential of various popular drugs and thesteps have been taken to 
introduce the following formulations under brand names as· 
quickly as possible:-

(a) Vitamin C, chewable tablets 50 mg. each 
(b) B-complex forte tablets 
(c) Diazepan tablets (~ mg. each) 
(d) Ampicillin· capsules (250 mg. & 500 mg.) 
(e) Doxycyline Hyclate capsules (100 mg.) 

(f) A tonic preparation 
(g) Metronidazole tablets 

(h) Tetracycline soluble powder for veterinary use 
(i) Sulphadimidine & Sulphaguanidine strips 
(j) Chloramphenicol capsules 

(k) Chloramphenicol + Streptomycin capsules 
(I) Chloroquin tablets 

(m) B-Complex tablets 
(n) Sodium Sulphadimidine 45() ml. injectable solution 

(0) Oxytetracycline bolW!l 
(p) Tetracycline 3 per cent & 1 per cent cintments. 

They have also applied for an Industrial Licence for formulating 
the following items:- . 
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1. Fursemide 

2. Methyldopa 

3. Indomethacin 

4. Prenylamine Lactate 

6.14. The Committee find that the turn-over of drugs and phar
maceuticals by IDPL amounted to Rs. 10.2 erores in 1970·71, as. 15.55 
nores in 1971·72 and Rs. 19.90 crores in 1972·73 This constituted 
4.1 per cent .. 5.2 per cent and 6.6 per cent of the country's turn-over 
for these three years. The Committee also note that though the sales 
of the Company increased from Rs. 101.22 lakhs in 1968·69 to Rs. 
2058 lakhs in 1972-73, the Company failed to attain even the revised 
targets of sales in any of the years. The main reasons for non· 
achievement of sales targets were stated to be lower produetionln 
all the years and availability of cheaper imported drugs in the 
market (for 1968-69 only). The Committee recommend that ID-PL 
should evolve better sales strategies to push up the sales. 

The Committee note that as a result of the recommendations 
made by the Committee in their 46th Report, Government had issued 
instructions in June. 1971/May, 1972 that Government Departments 
and Public Sector enterprises should obtain their requirements of 
drugs from the IDPL/Hindustan Anfibiotics Limited to the maxI
mum extent possible and a price preference up to 10 per cent be 
allowed to them. The Committee have been informed that these 
instructions are not being followed by some of the State Govern
ments and nirector General of Supplies and Disposals, who also enter 
into parallel rate contracts with private firms. 

6.15. The Committee also understand that Government medical 
stores depots under the Ministry of Health and Family Planning 
have not given ellect to the Government instructions issued in June, 
1971 and May, 1972 to accord 10 per cent perference tt) IDPL. State 
Governm.ents contend that they do not come within the perview of 
the circular issued by the Government of India since health is a 
state subject. The Committee recommend that Government should 
once again draw attention of the Government Departments/Public 
sector enterprises to the instructions issued in June, 1971/May, 1972 
and impress upon them the need to meet their requirements from 
the IDPL/Hindustan Antibiotics Limited to the maximum extent 
possible. Government should also ensure that DGS&D places all 
orders for the products within the range of production of IDPL/ 
HAL on these undertakings witbin the ceiling of price preference 
indicated above. 
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6.16. The Committee find that during J.ct7Z-73, IDPL's sales were 
12.4 per cent of bulk and 37.6 per cent of formulations. Out of its 
total sales of formulations, the percentage sale to Government De-
partments was 80.6 per cent and to trade 19.4 per cent during that 
year. The Committee further find that during 1973-74: (Upto 
November, 1973) the percentage sales to Government Departments 
was 72.3 per cent and to trade 27.7 per cent. The Committee 
recommend that IDPL should strive to chan,ge its sales pattern so 
as to increase the percentage of its sales to the trade and reduce its 
dependence on the purchases by Government Departments. 

6.17. The Committee find that w,lth a view to ex~loit the vast 
,trade market, IDPL has introduced some branded products like 
Apidin, Cemizol and Hexavite, Sulphadimidine, Sulphaguanidine 
and Choromphenicol, the Company has also inh'oduced its first liquid 
injectable product under the brand name 'Otcim' for sale to the 
trade. The Committee have been informed that a number of new 
drugs are under development and are likely to be introduced by the 
ead of 1973-74 or in the early of 1974-75. 

6.18. While the Committee appreciate the efforts being made by 
IDPL to make available medicines to the people at reasonable prices, 
the Committee feel that in order to improve its profitability IDPL 
should also introduce ~ome more sophisticated formulations in order 
to increase its share of trade in the market. 

6.19. Imported Bulk: The ~ale of imported bulk drugs amounted 
to Rs. 734.91 lakhs in 1972-73. The turnover of Company's own pro
ducts constituted 6.63 per cent (approx.) or the entire turn-over of 
the pharamaceuticals industry during 1972-73. 

6.20. In respect of the inability of the Company to secure all 
DGS&D orders which it was in a position to execute, the Manage
ment stated as under:-

"Generally most of the Pharmaceutical firms start first with. 
formulation activity on the basis elf imported drugs. How
ever, in the case of IDPL though formulation blocks were 
ready, yet We were not a permitted to import the drugs to 
utilise this capacity. As during the initial commissioning 
period, the bulk product available from its OWn produc
tion was very little we could not produce sufficient formu
lations and meet the' sale targets. However, in case of 
SDP products for which there were less constraints of the 
supply of formulations, the budgeted sales targets could 
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n'Otbe achieved because our major ,drugs wh,i,ch were 
mainly utilised by the GoverImlent ,hospitals . and the 

DGS&D did not give Us exclusive rate contracts in spite 
of other best efforts at all levels. 

6.21. Central Rate contracts account for only 25 per cent of the 
total hospital sales of drugs in the country whereas the balance 
'75 per cent originates from State Governments, Municipal Corpo
rations and the Public Sector Undertakings. The State Govern
ment mostly go by the price factor in matter of purcha~es and 
give price preference to units located in their States. The Public 
Sector Undertakings, Municipal Corporations also have been 
following a similar policy of purchases on the basis of lowest 
tenders. These were the main reasons for non-realisation of re
vised sales targets." 

6.22. On being asked whether parallel rate contracts were 
entered into hy the DGS&D with Private firms on account of 
lower prices offered or on account of inability of Indian Drugs & 
Pharmaceuticals Ltd. to meet the requirements and whether in the 
former case the price prefernce of 10 per cent was taken into 
account. The Management stated that: 

"Price preference circular had very little impact on capa
cities of IDPL and a Government directive will be 
necessary to advise such states to go into formulation 
of products other than for which the capacity already 
exisU! with IDPL and where IDPL is the basis manu
facturer of such drugs. There are about 1200 formula
tions which are purchased by the Hospitals in the coun
try out of which IDPL is only formulating 12 to 15 
major drugs. 70 per cent of such drugs are in the form 
of tablets or capscules and it could be possible for the 
state puNic sector units to have a rational policy of 
selecting simpleri drugs from this large diversified 
range." 

6.23. The Committee have been informed by the Company that 
DGS&D entered into parallel rate contracts with other companies 
for the following reasons:-

... 
," 

0) It is the declared policy of the DGS&D to have more 
than one source of supply 80 that in the event of failure 
of supply from one source they fall back on the second 
source of supply. 

fJi) Private ftrms quoting rates lower than that of IDPL . 
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The DGS&'s contention of having more than one souJCce of 
supply is not tenable because of the following reasons: 

(a) For certain products like sulphas, IDPL is the only 
source of manufacture and supply of bulk material in 
the country. 

(b) Under the scheme of canalisation, IDPL is the sole dis
tributing agency for canalised itemes which are manu
factured by IDPL and balancing imports are done. In 
case of failure of production or non-arrival of imports, 
the entire industry will not be able to get the raw
materials because the sources of supply would dry up in 
such cases, and thus the other formulators also will not 
be able to supply such for~ulations to Hospitals. 

(c) Even if the DGS&Dinsists on a second source of supply 
for emergency, the arrangements could be finalised in 
such a manner that a primary rate contract is issued on 
IDPL. The second rate contract is being kept reserved 
and in case of failure of IDPL to meet any commitments 
of supply, the reserved rate contract could be brought 
into operation." 

6.24. Asked whether the sales to Government Departments were 
made on. the prices notified in the Drugs (Prices Control) Order, 
1970, issued bv Government in May, 1970 and if not, what was the 
profit or loss made by the Company for supply of drugs under the 
rate contracts, with refereD<.'e to price notified in the Drugs (Prices 
.control Order), the Management informed the Committee as 
-under:-

"The supplies to the Government Departments are not made 
on the prices approved under the Drug Price Control 
Order but on the basis of lowest tendered price which is 
invariably below the price approved under the Price 
Drug Control Order. Most of the companies operate on 
marginal profits when supplying to the Government 
Hospitals not takir.,g the advantage of full 75 per cent or 
more of the mark-up. However, in products like Sulpha
guanidine and Sulphadimidine though we are supplying 
to hospitals at the prices frozen under the May 17, 1971 
Order of the Ministry of Petroleum & Chemicals, we 
are making losses beacuse IDPL's rcque"lt for an increase 
in prices based on the then Govt. fixed prices of bulk 
raw-materials and the norms fixed for formulations, was 
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not given to IDPL though other Companies get a price 
increase on the basis of· the revised pooled prices fixed 
by the Govt." 

6.25. About the sales performance of JDPL, as detailed above, the 
Ministry stated in a written note as follows:-

"There are several hundred formulations which are purchased 
by hospitals in the country out of which IDPL formulates 
only a few that is based on about a dozen major drugs. 
For the formulations not produced by IDPL, no doubt 
DGS&D will have to enter into rate contracts with other 
companies. In case of formulations in IDPL's product 
mix, parallel rate contracts were entered into by DGS&D 
with private firms not on account of any inability of 
IDPL to meet the reqUirements. but mainly on account 
of the lower prices offered by private firms and also in 
oroer to have more than on~~urce of supply so that 
failure of anyone source may not dislocate supplies. 

6.26. The prices fixed by Government under the Drugs (Price 
Control) Order, 1970 are only max;mum selling prices and sale at 
any lower prices as permissible. For supply of drugs under rate 
contracts, the prices were much lower than those fixed ulJ.der DPCO. 
The Company has not worked out the losses incurred by it with 
reference to the price3 notified under the DPCO. 

6.27. In view of the present prevalence of brand names in the 
market, Government agree that IDPL has to introduce more pro
ducts with brand names in order to increase its share of the market. 
The concrete step taken is to increase its trade sales as distinguished 
from sales to Governments and to haspitals." 

6.28. It has been stated that free availability of imported drugs 
in the market is militating against the sales of indigenous drugs in 
the country. About the measures taken or proposed to be taken to 
(i) popularise the products of IDPL (ii) to boost the sales thereof 
and (iii) to compete the free availability of similar imported pro
ducts, the Management stated as under: 

"Prior to the system of canalisation of drugs, imports of drugs 
were allowed to actual users against import licences. 
When the scheme of canalisation was introduced and 
while planning imports for the period 197()"71 no proper 
account was taken of the valid import licences held by 
actual users and the floating licences held by merchant 
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exports plus the inventories held by the parties as on 
date. This resulted in duality of arrival of imports culmi
nating in excess inventories of such drugs in the country. 
Another factor which prompted parties to import larger 
quantities was the possible higher pooled prices likely to 
be fixed by the Government aoo the consequent trading 
profits which would accrue to the parties. As per the Im
port Trade Control Policy, the actual users' licences assued 
to parties for certain products used to be valid for a period 
of 18 month~ from the date of issue of the licences with 
a provision to revalidate. All these factors resulted in 
unduly large imports and the resultant large inventories 
with IDPL because the imports of IDPL were arranged 
through S.T.C. based on the requirements of the industry 
as per the recommendations received frQm the State 
Drug Control authorities and decided by the Import Ad
visory Committee of the Ministry of P & C. Most of the 
parties who had obtained recomendations from the Drug 
Control authorities in the States failed to lift the allocated 
quantities when the release orders were issued by IDPL, 
both in the large as well as small scale sectgrs. Even our 
efforts to discipline the parties through the good offices of 
their trade association and the help sought from the Drug 
Controllers in the States bore very little fruit. Subse
quently, on constant representations made by IDPL, the 
CCI&E issued a Government notification cancelling all the 
valid import licences for certain items for which IDPL 
was holding large inventories from October, 1971. Even 
then some imports kept on trickling against the commit
ments made prior to October, 1971 as well as against REP 
licences. When the speculative stocks in the market were 
reduced, the parties started honouring their commitments 

-- and all the large inventories which were held by IDPL 
were sold out by 1972-73. At present, we maintain an 
inventory level of 2-3 months at the maximum with a 
view to service the industry systematically. 

6.29. Even at present, we have to contend with two important 
situations:-

(1) The import of drugs in IDPL's range against REP licences 
by those parties who are not engaged in pharmaceutical 
the pooled prices because of "the low international prices 
at which they are imported. On IDPL's representationr 
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very recently CCI&E has taken a decision to restrict per
'mission to import canalised items REP licences and ,;tas 
also fixed the quantum of the value of exports against the 
imports made. 

(2) IDPL can do very little"in this case and clandestine im-
ports in the country from neighbouring cOUlltries because 
of the disparity in prices iii" ffie international market and"" 
domestic market and IDPL can do very little in this case 
except to bring it to the notice of the authorities concer
ned as and when they find that such products are avail
able in large quantities in the open market at Bombay 
or Calcutta. However, because of the uncertain availa-
bility of supplies from such sources mO'st of the manufac
turers do not refuse to honour their release orders'ssued 
by IDPL because such purchases will not form a part of 
their legitimate consumption for future allotment. 

6.30. Since the release of bulk drugs in IDPL's range barring a 
few non-canalised item.> is made against recommendations received 
from Drug Controllers on the basis of past consumption, efforts to 
popularise these products, are not required. These are in manufac
turing use for the past three decades or so and are well known 
pharmacopoeial products. 

6.31. There is no competition because of free availability of 'im~ 
ported material except when small quantities reach thi's country 
through unauthorised sources which in any case do not pose a very 
great challenge to IDPL's marketing of such products based on re
{!ommendations of State Drug Controllers. 

6.32. However, for those items which are not can ali sed and ce"in 
drug intermediates which are being manufactured by IDPL special 
efforts are being made by IDPL sale,; staff to:-

(a) Prompt users to buy indigenously proouced intermediates 
instead of importing them from abroad; 

. 
(b) To represent to CCI&E to ban the import Q,f such material 

because of IDPL's capability to meet the total require
ments. The products which have since been banned on 
IDPL's request are Diethylamine, Hydr~zine Hydrate, 
Diethyl Malonate, Aceto Acetic Ester, Dietbyl C.rbamyl 

. Chloride. Triethylamine is put under restricted list of 
items. 
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".) We are alao pereuading manufacturers in the country to 
import substitution by using intermediates manufactured 
bf IDPL against any other alternative imported material 
by undertaking developmental work. 

(d) Certain non-canalised 'items such as phenacetIn and DCC,. 
etc. w1rere smalPand Iarg.e scal~ cQmpanies ~e also manu
facturing IDPL has to undertake some sales promotion 
activities to boost the sale of such items and parties are 
encouraged to enter into long term contracts with 
I.D.P.L. 

C. Canalisation Scheme 

6.33. (i) In July, 1970, Government introduced a Canalisation 
Scheme under which the import of bulk drugs to make good the 
shortfall/supplement indigenous production. was permitted through 
a single agency.only. Out of the 11 canalised items, 10 items fell 
within the production range of the Company. The Company was 
therefore, designated as the canalising agency for these 10 items 
which, were to be distributed by it alongwith its own drugs. The 
number of items canalised for import through S.T.C. increased to 
18 in 1971-72, to 24 in 1972-73 and 36 in 1973-74. 

6.31\, In order to eliminate the dual prices that would prevail in 
th~ market for the same bulk drug (i.e. indigenously produced as 
well.j.mported and also to ensure availability of raw materials at the 
same 'rates t9, defferent manufacturers, a system of pooling of prices 
was 'Pl{olved by the Government in July, 1970. Under this system, 
pooled price is fixed by taking the w!"ighted average of the prices 
allowed to indigenous manufactur~rs and the price of the imported 
material, inclusive of elF price, customs ~nd clearance charges, 
commission paid to the 5tate Trading Corporation and an allowance 
for warehousing, handling and financing charges. The scheme fur
ther en\tisages that the defference between the price notified by Go
vernment for the indigenous production and the pooled price is. to 
be reimbursed by the Company, out of profits earl"led under the 
scheme. 

6.35. The Company made a gross profit of Rs. 63.00' lakhs during 
197()'71 (i.e. from September, 1970 to 31st March, 1971) and Rs. 169.32' 
lakhs during 1971-72 on the trading in bulk imported drugs, after 
adjusting Rs. 55.75 lakhs for 1970-71 and Rs. 73.93 lakhs for 1971-72. 
paid by the Company to the indigenous manufacturers (including 
itself) on account of the difference between the price notifted by 
Government and the pooled price. The Company made gross proftt 
~ , 

625 LS-22 
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()f Rs. 219.26 lakhs during 1972-73 on trading in bulk imported drugs 
after' adjusting Rs. 112.20 lOhs paid .1).y the Company to the 'indige
nous manufacturers (including itself) on account of the difference' 
between the price notified by the Gov.ernment and the pooled price. 

6.36. These profits do not, however, take into account expenses on 
pooling operations (including financing) for which separate accounts 
have not yet been kept. Credit for the profit arising out of the 
scheme was taken in the accounts of the Company. 

6.37. In this connection, the Ministry have stated (October, 1973) 
.as follows:-

(i) It may be appreciated that system of weighted prices 
would not lead to either profiteering by importing insti
tutions concerned nor would it set profitability as criterion 
for such imports. However, the likelihood of plus or 
minus emerging as consequence of this system of pooled 
prices cannot be ruled out. It is a constant endeavour of 
the Government to ensure that the system of pricing, bas
ed on the principle of weighted averages, is worked out in 
a manner which should be equitable to all concerned. 

(ii) Although imports were made on the basis of the recom
mendations of State Drugs Controllers, it was noticed that 
there was delay on the part of the manufacturers in lift
ing their quota allotted by the State Drugs Controllers. 

6.38. The table at Appendix XXV indicates the quantity import
·ed for distribution, that allocated by the Drugs Controllers, actually 
lifted by the allottees and the closing stock of the various drugs as 
at the end of 197()"71, 1971-72 and 1972-73. 

6.39. The following reasons have been assigned by the Manage
ment for the poor 'off-take by the allottees:-

(a) Excessive imports due to over-assessment of the country's 
requirements which occurred on account of lack of full 
information regarding the position of stocks with the var
ious companies and in the pipeline. 

(b) Large inventory with the consumers of the items falling 
under the distribution range of the Company. 

(c) Free availability of t~e imported materials in the Market 
at comparatively cheaper prices. 

(d) Continued trickling of imports against valid licences is-
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sued to the actual users prior to imposition of ban on 
imports or canalisation of drugs. 

8.40. In order to obviate delay by parties in lifting stocks, the 
Management decided in February, 1972 to take security/bank 
guarantee equal to 10 per cent of the value of th" order. While some 
of the parties depo~ited the security, other objected to the same. 
'The matter regardit.tg enforcement of the condition is still (October, 
1972) under consideration. However, interest @ 1 1/2 per cent is 
being levied for delay in lifting of goods after the expiry of the 
validity period of release order. 

Reasons for poor oft take by the allottees during 1972-73: 

6.41. The poor off take by t~e allottees in 1,B72-73 was mostly 
accounted for by the fact that the quan.tity allocated to them by 
the 80Gs was more than their actual requirements. 

6.42. The decision to obtain security/Bank guarantee equal to 10 
per cent of the value of the order has not been implemented in the 
Hghtof representations from various associations of the Drugs In
dustry. However, interest @ 1 1/2 per month for delay in lifting 
of goods after the expiry of the validity period of release order 
continues to be realised. 

6.43. The Company has not maintained any separate accounts for 
"the accountal of imported items. In the absence of separate accounts 
being kept it bas not been possible to compare the various elements 
which go into the fixation of pooled price with the actuals and review 
the pooled price from time to time. Also in the absence of such 
separate accounts being kept it has not been possible to ensure that 
the system of pricing based on principles of weighted averages has 
,been operated in a manner equitable to all concerned. 

6.44. About passing on the benefit of the system of canalisation 
and pooled prices; to the customers, the Management in a written 
note stated as follows:-

"The entire industry is getting canalised' items at uniform 
prices. This enabled the Government to fix prices of fini· 
shed products (formulations) at Q uniform pattern. Prior 
to introduction of this system of canalisation, multi-natio
nal companies have imported raw materials from their 
parent units at exorbitant prices and recovered the same 
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from the consumer. When the introduction of the
system of canalisation, a pattern of uniform prices for 
all sections of the industry has been introduced, irrespec
tive of the quantities recommended to them by the Drug 
Control authorities. Besides the system of canalisation 
has also enabled STC to get such drugs in bulk quantities 
from any sources which offers the lowest prices and such 
drugs could now be made available to all the manufac
turers whereas earlier, due to limitations of import lic
ences the small scale sector companies could not afford to 
import such drugs in large quantities. Because of the
capacity of small scale secior companies to undertake 
formulations of a large number of drugs, forces of market 
demand brought down the prices of such formulations 
and the benefit was thus passed on to the consumer. The 
introduction of Drug Price Control Order also had a 
salutary effect because the lJooled prices having been 
fixed allowed for a uniform basis for calculating the 
ultimate price to the consumer whereas at earlier stage 
each individual company would price a product depending 
on the prices at which such drugs were imported by them. 

Asked whether the entire demand of the Private manufac

turers was met out of imported bulk an~ how much of 
the bulk drugs imported by the Company under canalisa .... 

tion scheme during 1970-71 to 1972-73 was issued to the 

manufacturers in the Private Sector and how much was 

consumed by Indian Drug's and Pharmaceuticals Limited~ 

It was stated that the demand of the industry was met in 
full from imported and indigenous stocks as per the re

commendations received from Drug Control Authorities 
except where the imports did not arrive in time when a 
pro-rate distribution of the quantities availablf' was made. 

In fact at one stage, the industry was not lifting the entire 
allocations made to them and IDPL was carrying surplus 
inventories. Such stocks after meeting the industry's 
requirements were transferred to the plants for utilisa
tion of excessive formulation capacities at the plants and 

to avoid losses because most of the products importea 
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ha~b Ii limited shelf life. ,!he quantum of import of each 
item. duiin~1 the th~ff'yea'rs abd~:'stocks t~ansferred to 
Plant ar~given hi th~' AppenBix . XXllX. 
;,. ,., j , ", 

Regarding the extent to which the Company has been success
'ful in liquidatihg the accumulation of the imported stocks 
of bulk and the measures taken by Government/Manage
ment to avoid accumulation of imported bulk, present 
position regarding enforcement of the conditions regarding 
securities/bank guarantee to be .obtained from the parties 

. I , 
who fail to lift the quota allotted by the State Drugs 
Controllers, the Management stated as under:-· 

"We have liquidated all imported stocks and a:re not carry
Ing inventory more than 1-2 months sale at time. We 
have now arranged delivery schedule with STC in such 
a manner that bunch arrivals are avoided." 

Regarding improvement of the system of bank guarantees, it 
was stated that this dedliQlD, to g.ptain b~ guarantees 
covering 10 per cent of the value of.total ~ecommenda
tions was withdrawn in view of representations from 
various' MBOeiatiOJUl of' the drug incta.try. The' system of 
charging interest @ 1.6 per . ..at per mOlltil alter the ex
TFY oftlt,e v:alidity of the release order had a very salu-. 
,~ry etfec.t ~~ the parties were now ltfUng their IiUoea
tions within the stipUlated period or are paying interest 
as per the rule. lbecause of their faflure in not honouring 
,the comua.i~ in time." 

In respect of the adva,Dcea/d.epositsWten, if any, by IDPL 
towards orders for purchases 'by, drug manufacturers the 
Coinmittee wer, .informed that: "We are not taking 
advance from drug manufacturers fpr release of canalised 
Items in terms of the recommendations from the State 
Drug Controllers. However, in case the parties desire 
deliveries to be made at places other than the plants and 
-depots at Bombay they have to deposit 10 per cent of the 
value of the items releaSed so as to enable the company 
to transfer such stocks from the plant or Bombay godnwn 
to our respective depots where the parties are located . 
. In fact, this is an additional facility to the manufacturers 
because our normal terms of sales are cash against de
livery and since the release orders are issued either ex
'Plants or ex-Bombay the parties will have to send fl:a 
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value of such consignments in adV8Dct-. By this sys1lea 
of depositing advance they pay balaRaf 90 per cent when 
the goods are physically available at the depots. 

It may be stated that it is .a common practice in the inter-
national trade as well as in the country that manufacturers 
insist on certain deposits against long term. contracts to 
ensure fulfilment of the contractual obligations." 

In this connection, the Ministry informed the Committee 
follows:-

as 

"While the Company has been able to indicate the gross pro
fit made by them on trading of bulk and imported drugs, 
they have not indicated the net profits on this account. 
This, however, is not relevant to the fixation of pooled' 
prices. 

In as much as the pooled prices are lower then. the prices of 
. indigenously produced drugs the benefit accrues to the , , 

customer." 

6.45-; The Committee were informed ~i UJe . ob;~~ves under 
lying for system of canalisation were:, ' " 

(1) To cW'b the sc~,for ~~' dr~g compa~s to,lbport drugs. 
at. excessive .pric:es trom,tpeir principals and contracts 
abroad; and ',' ' .,' 

(ii) To reduce the dependence for such cfrugs otNt few multi
~tional companies, and to import the drugs at most 
economica1 price k~ailQble:. 

(iii) To make the concerned bulk drugs available at a uniform 
price to all formulators and to secure an equitable distri
bution among them." 

6.46. The Ministry added that "No comprehensive review of 
pooled prices has ,been carried out since the system was first intro
duced in July 1970 though in case of chloramphenicol the prices 
havE' been revised due to substantial changes in the import prices." 

6.47. The Committee have )teen informed that State Governments 
mostly go by the price factor in the matter of purchases and give 
preference to units located in their States. The Director General 
of Supply and Disposal enters into parallel rate contracts with otheY' 
companies because of its declared policy of having more H,:m (ll'" 



333 

_11ft. .r sapply 10 tat in the eveDt 01. failure of lapp.,. of 0_ 
10urce che,. can fall back on tile MCeIId lOuree of supply ad allo
beeaUl,e of the fact that private Irma quota rates lower tbaa that 
of JDPL. The Ceunittee feel that DGS&D should be directed to 
p •• prefereac. 10 IDPLIHAL and .only if IDPLIBAL fail to luptly 
drap of requisite quality that DGS&D should fall back upon other 
sources witla whom DGSId) could, if u.ecessary, enter into reserve 
rate contract. In the opinion of the Committee, thi,s will ensure 
adequate business to the IDPL and at the same time provide a 
second S08rCe of supply to th,e DGs&D. The Committee appre
hend that if DGS&D COIlbnUes to go hy the system of lowest teuw, 
the pOssl.i1ity of priYate manufatuers securi~ ~ eObtract by' 
tenderinc the lowest pric,e and supplying sub-standard or .spurious: 
clrup cannot be rul..t out. The C8lllI1littee, therefore. recoJDmead 
that G4WerDment sbeu.ld consider all aspects of the proltlem and see 
in w~ way the present system can, be improve upon to en.sure 
availa.lity of genuiae drugs to the people at reasonabl;e prices. '\ 

6.41. The Committee note that in .July, 1970 GovernmeDt intro
duced a can-lisati.. scheme 1IIlder which the import of bulk drugs 
to m*e good the shortfall I supplement indigenOUs production was 
penaitted. I.D.P~L. was designated as 'the canalising agency for 1D 
items which fell within its production range. The number of items 
canalisecl for imports through State Trading Corporation was 36 in 
1!f7:l-M. A system. of pooling prices was also ev.olV:ed by Govern. 
ment under which pooled price was ftxecI by taking the weighted 
aver .. e of the prices allowed to indigenous manufacturer. and the-
price of the imported. material inclu.ive of CIF price, Customs and 
Clearance charges etc. The scheme envisaged that the difference
between the price notified by Government for the indigenous pro
ductiOll and the poOled price wou1ct be reimhursed by urn; out of 
profits earned under the scheme. If has lteen claimed that with the 
introduction of system of canalising, it has been possible to enlUl'c 
uniform prices for all sections :)f th~ industry and it has enabled 
the State Trading Corporation to procure such drugs in bulk quan
tities from sources which offer the lowest price. Another advantage 
was that the small-scale sector companies were able to undertake 
formulations of a large number of drugs which brought down the 
prices of such formulations. The benefit of canalisation thus pas
sed on to the consumer. The Committee find that a comprehensive 
review of pooled prices had not heen carried out by Government 
since the canalisation system was first introduced in July. 19701). 
The Committee, therefore, recommend that Government should keep 
the present system of canalisation under constant review and ensure 
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that the- system of price, based on the principle of weighted average. 
4 ... wm'~'~ • .-,dl waf"t_t',lt, it. e ........ e toRII aem.eenN 
e.spe~y, ~~",,""",in ' ...... II,.s_61INetClf. ' .. ' 

'ri' I . 

;., 

6.49, Owing to lack' of indigenous ntark~t,' & major portion of the 
:-sales of surgical instruments referred to~lier is being exported to 
the Union of Soviet Republic. ' 

,. ,,"in 
6.50 •. In order. ~,push, up the Sales of Sur~c:.al instruments, the 

. Comp~y had appointed.. agents in Iraq, Jordan, Kenya, Tanzama, 

. Uganda. Ceylon and ,A.ustn.lia. There were noe~ports of Surgical 
ins~r~ents to the. ~ountries for which AgeaiJ were Iq)pointed. and 
noremlJlleration was, therefQre, paid to them.. 

6.51. The Table belo~ i~dicates the e~ports and proportion to 
total salf!s of the Surgical instruments during the last 4 years:-

_ .. 
Year ~tS Tot .. s •• PerceIIltIie 

• . II • of_porta ,'\, 

No.of ' value (as. in V~I; to total 
fnIttUIaemI . MhI) fn ... 

. ," 

J~~ 8,1_$ 1'0$ 17'83; ,·1 
I~?O 60.033 "~1 I~'. at'p 
19'1'>-71 3.47.806 .'13 38'41 75'7 
i~-'72 $,96,536 '~5;91 ,i' I, 17', 
~. 6,11,289 56"'72 st"21 ..,"1 
As tbe.exponpricea were much lower thAD tile COlt of production 

',and .1oeal sale prices, the exports resulted in aigni6cant 108leS, as 
.' per particular. furnished, below:-

eRs. in lakhs) 

1968- 1969- 1970- 1971- 1972- Total 
69 70 71 72 73 -- --

Value of Exports 1'01 4'87 29'13 45'91 5°'72 131'64 
. Cost of Production 4"39 12'94 7°'65 120'02 III'48 319'48 
Local sale value of exported items 1'16 6'25 43'45 75'63 76'51 20~'OO 

Loslon exports as comparee!. With 
COlt of prO'.'.uc!ion " 3"38 8"07 41'52 74' II 60' 76 187"84 

Losl on exporTs as comparer! with 
Iccal sale value , 0' 15 1'3R 14'32 29"72 25'79 

-------
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6.52. The Committee pointed out that other countries gave sub
.:aidy of 25 to i40 per cent to their ~lQ)Ofter~ jiM. U>PL, enquired ,why 
. wp notbeiQg given any; suPsidy 10 ~Jlable ;'t, ~ ~inpete, .i#l .. iUte iQ~eJt# 
national markets. The Ministry stated as follows in a writtennote:-

! -'.. ,r .. , ; , , .' ~ 

"Ministry is not a~r~ about the ratedf' sUbsidy'beinggt8rltM 
by other countries to their exporters of Surgical Instru
ments. Acoording to poliCy Surgical Instruments are 
covered und~r 'Ute entry at 51. No. 4.163 in the ITC policy 
<Vol. II) an omnibus classification covering a multitude 
of scientific, laboratory, medical optical, industrial, pro
cess control and other instruments. In this range, import 
content for individual types variet between 10.per ,cent 
to 70 per cent and in view of the enormous difficulty of 
establ1shingtbe import content illfii~ally for hundred 
of,'mltrumentl, an ,aver. of,fOpqrcellt import replace
ment was fixed ,for the group as a whole. Cash assistance 

, at 10 per, cent of the ,f.olb. value ie ~ -allowed on ex
porta of ,the products covered under....,.,. S. No. A 163. 
However, lDPL,etate tbat·,they .are 1ID&ble ,to exploit the 
above 'beDefit althey are produci~ VfIfY lew instruments 
made up of carbon steeL" 

8.63. 'Ilbe Coznmitteewere informed t,bf,t the matter regarding 
'1IUbaldy was taken up with the Miniatp:y of Con;ap1erce an4 in consul-
1atWn with Ministry of Finance who have secured advice of the Coat 
AGIelats 'aruc:h which is reproduced below:-

"If our understanding is correct, the capacity 'of the Plant at 
Madras couTd never, be worked up to 100 pereent capacity 
and ttl' vfew of the declining domestic market, the dom ... 
tic sales also were lower. Nonnally in the past cases dealt 
with in this oftice, where a very small portion of the ins
talled capacity is being utilised, we have always advocated 
cash assistance for export purposes on the marginal cost. 
However, in the present case, a decision has to be taken 
in principle whether for IDPL factory at Madras, which 
has primarily been set up for domestic requirements, the 
cash assistance, if at all payable, should be based on full 
or marginal cost. What is primarily important in the pre
sent case is not that 90 per cent of production alone is' to 
b~ exported but whether the produ~Fon itself is to the 
optimum installed capacity." 
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6.'54. A3 the lut meeting which took place in this Ministry on the-
representatives of Ministry of Commerce taking a sympathetic view ~ 
wanted IDPL to work out a paper as to degree of assistance which 
could be required by the company to become se1f,.suporting over a 
period of years. It waa contended that in the absence of such an 
exercise a subsidy would merely imply a transfer of losses which 
are being made by the Ministry of Petroleum and Chemicals to an
other head which would give a distorted picture of the performance 
of the SIP. 

6.55. About the fixation of the export prices in the case of surgical 
instruments the Ministry stated as under:--

"It has been reported 'by the Management that export prices 
are negotiated with t.b.e Soviet Authorities aDd are fixed 
on the basis of' International prices prevailing for the 
Instruments and not upon the cost of prodUction for these 

.r instruments:' ,'It has: further been contended that while 
'the pricet of comparable instruments produced in West 
German,,' 'are higher, the prices of such instruments pro
duced from Pakistan' are lower;but in matters of negotia
tions, Soviet and _ other authorities generally take a view 
that Indian Instruments would be comparable in cost !by 
the";M:an:8getn:ent l&cau'Se Pakistilh grants 50' per 'cent 
subsidy' on 'such exports. ' . ' " 

, !.. I: . 

The Committee' enquired' about the' items which oftered' scope 
for export. It was stated by the Company that according 
to their ma.rke,t, in~gence uticles of, Sur~cal Instru
mer;:J.ts like Heamostic Forceps" Scissors and, N~dle Hoders 
could be exported, Also items like the Cwnmercial House
Hold scissors and Hand Tools .like Silers etc. provides 
scope for exports. There are in all 96 types (with vary>
ing designs) for instruments within the range of SIP and 
the instruments mentioned earlier offer scope for exports 
according to information furnished by G,M., SIP," 

6.56. About exploring the prospects of exports to other countires, 
it wa's stated that, 'IDPL have been exploring prospects of exports 
in USA based on information received from the Deputy Counsel 
General at New York. it is understood that the United States import
ed 15 million dollars in 1971. This may be compared with 12 million 
doHa!'s of impcrt in 1970, It is understood that this rate of growth 
in imports continues and as such, there is substantial scope for 
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export of surgical investments to USA. Apart from Surgical Instru
ments from the information received from the Surgical Engineering 
export Promotion Council OfIlce, in Chicago and also the Consulate 
in New York, it is undetstood that there is substantial scope for 
exptlrt of commercial scissors in large bulks to the United States. 
Through the good offices of the Consulate in New York the Test 
Report submitted to the American firm (to whom the- SIP had sup
plied instruments on experimental basis) by a hospital often use 
was obtained. The report mentioned as under:-

'The instruments were put into use in surgery at Swes1sh 
Hospital, Seattle." 

The reporting authority had also added that:-

"She was surprised at the way of the instruments- held up and 
could not see any appreciable damage. Everything looked 
very . good. " 

6.507. Very recently, a letter has been received..", IDPL from 
another Instruments Corporation, whose President had been a880-
ciated with the" supply of their rex,perimentaI orders for surgical 
instrument& to, another firm. Tle letter read as under:--

"the tests r have initiated with your instrUinent at th8:t time 
have found wide praiSe as to quality ,an4 I ~d, ,Jq.Yself 
now in a position, where old friends asked me whatever 
happened, -to those VWy fine· instr:wnea.' frQJl1' Igdja and 
where can we get them."." ,: , 

658. Hence the ljeSponse from tpe American 'firm to' the .' supply 
of instruments in 1971-72 has been very encouraging and considerable 
export orders to the United States could be organised but for thEP 
high cost of SIP's products. . 

(ij) Antibi'otips,&SY'nthetic Drugs 

6.;;9. In addition to the export of Penicillin of the FOB value of 
Rs. 4.23 lakhs under the barter deal to Yogoslavia the only other 
export undertaken by the Company was the export of drug valued 
at R!'. 6.58 lakhs to Bangladesh in 1971 .. 72. To push up exports of 
pharmaceutical products, the Company appointed agents in Malasia, 
Japan. Ceylon and Australia. No business was secured from these 
c(l1.mtries. 

6.60 The main object of the Company being imported subs1:itu
tion and production of essenti.al drugs for supply to the industry 
within the countr~' and for supply of formulations to Government 
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"Hospitals, and as the production was hardly sufficient to meet local 
de~aqd~,', np: s~r.ious: efi9rts ,\\,ere ffipde duriqg 1~72-73 for export 

,;of dr,~. , I" !'C" 

'6.1H. Abput the prospects for the'~ export of 'pharmaceuticals pro
.ducts it w~:s, stat~d the expor~ o~ these products would be undera~en 
after, meetIng the demand wlthm the country. ' 

6.62. The' exports of Pharmaceuticals which stood at a level of 
Rs.' one crore in 1960, already increased to about Rs. 10 crores dur
ing 1972-73 for all pharmaceuticals produced in the country. As 

.agaiD5t olJl", IDPLs present level of import of bulk drugs and drug 
intermediates is about Rs. 35 crores. Since most of the production 
in the country was in the nature of import substitution, it would be 
difficult to envisage much larger export of pharmaceuticals in the 
near future. 

6.63. In SO far as pharmaceutical products within the range ot 
]DPL were mostly bulk drugs meeting essential needs of the coun
try. 1'helr pro4uationisbetng supplemented through imports also. 
'Vader 'the circumstances, it ,was siatid. that the export of pharmaceu-
ticI1l would nat 'be mum, but Oil ;tM-<other lumel the _port substLtu
ltion being 'etIeet8d by increuU1g, the production of IDPL, w.as an im-
JPOrtAAt step in, reducing dependence on imports. 

r~ti.*,e 'to Diatributon , , 

•• r The CommtUee pointed _t that though IDPL products 
'pere priced low, similar private sectM' products foUlldbetter markets 
becauase the priva~ ,a~t9r firms off,red higher incentives to their 
odiatributQrs and desired to know whe~er IDPL had any such incen
tive scht=lflles to boost up the sale'" of their products through their 
distributors. 

6.65. The Committee note that • major portion of the surgical 
instruments produced at the Surgical Instruments Plants of IDPL 
'are beine exportecl, to the U.S.s.R. The value of export has ariseu 
from Rs. 1.01 lakh in 1968.89 toRs. 50.72 lakhs in 1972-73. The per
centage of exports t& total salH increased from 5.7 per cent in 1968-
'69 to 87.1 per cent in 197%-73. The Committee also note that the 
export prices at which these surgical instruments were exported 
were much lower than the cost of their production and local sale 
prices with the result that these exPorts have resulted in significant 
losses to the Company. Durnig the period 1§S8-69 to 1972-73. Surl!i
cal In.struments produced at a cost of Rs. 319.48 lakhs were exported 
at Rs. 131.64 lakhs thus resulting in a total loss of Rs. 187.84 lakhs 
to the Company. The CommitteI' tmder~tand fhat while the prices 
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of comparaWe instruments produced. in West Germauy were laiPer .. 
the prices of sueh iDstrumeb.ts produced by Pakistan were Ioww
beeause Pakistan ,ave about 50 per cent subsidy OIl such exports •. 
The idea of givln&' subsidy to IDPL, however, has not found favour 
with the Ministry because "a subsidy would merely imply a transfer· 
of loss", and would give u a distorted picture of the performance of 
Surgical Instruments Plant, Madras." The Committee were inform
ed that the matter is, however.. still under examination and the· 
IDPL had been asked to work-out a paper as to tbe degree of 

. assistance which would.lte required by it to become self. supporting 
over a period of year. The Committee are deeply concerned to note 
that the Plant will have to continue to incur heavy losses by export
ing surgical instruments produced by it at unremunerative prices. 
The Committee are sure that.a plant which exports itSi prooucts at 
a price which is substantially less than the cost of production would 
continue to be a drain on the finaDeial resources of the Company as 
a whole and may jeopardise the economic stability of the company. 
The Committee, therefore, feel that it is high time for Government 
to undertake a thOTough pr.obe of the economics of the Surgical 
Instruments Plant, Madras and scrutinise its product·mix de novo 
to increase the prospects of increasing sale of instruments in the
domestic market and to explore the scope for exports to other 
countries. at remunerative prices in order to avoid dependence for' 
such exports on a single country. 

Incentive to Distributors 

6.66. The Committee pointed out that though IDPr.., prodll;-ts 
were priced low, similar private sector products found oetter mnr
kets because the private sector firms offered higher irH~entives to 
their distributors and desired to know whether IDPL had any !luC'h 
incentive scheme to boost up the sale of their products through 
their distributors. The Management stated in reply til"'t "on the 
lines of the competitors, IDPL had also devised lucrative scheme 

. for development of dealers. The incentive scheme for the dealer~ 
include:-

(i) A specific commission on the distribution of our products 
which is mostly at par with the commission off~red by 
other pharmaceutical houses. 

(ii) Periodic incentive to dealers I retailers through bonus 
scheme or quantity discount is given. from time to time,"' 



In this connection. the Ministry stated that:-

,liIn otdinary cpmmoct{tie~ ,a manufacturer hopes t~ sell mo~ 
. ',by towering the price. ,In case of drugs, the reverSe often 

prevails because it is not usually, the consumer who 
decided which drug to take but the 'physician. The con
sqmer has to purchase the drug prescribed irrespective 
of its price. A higher price enable the manufacturer not 
only to give higher commission to the distributors etc. 
but also to mount a more intensive promotional effort em
plying higher-paid medical representatives. 

In view of the above situation it is true that IDPL suffers in 
. ushing its products in the market in competition with other well
known brand names even though higher-priced. IDPL has. howe
'ver, introduced an incentive scheme for dealers under which:-

(i) A specific commission on distribution of IDPL products 
which is at par with that given by other drug companies 
is given and (li) a periodic incentive through a bonus 
scheme or quantity discount is given from time to time. 

6.67. The Committee note that in order to compete with private 
rmanufacturers, IDPL has introduced incentive scheme for develop· 
:ment of dealers under which a specific commission on distribution I 

of IDPL products is allowed and a periodic incentive through a 
company's scheme or quantity dUeount is given from time to time. 

"The Committee recommend that IDPL should review the position 
from time to time and to see that other measures are neces!'lRry in 

·order to push up its sales in the indigenous market and to otter 
.fair competition to the private manufacturers in the field. 
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FINANCIAL MATTERS' 

A. Capital Structure 

"7.1. 'The Company was registered wit.h an authorised capital of 
iRs. licrores which was raised gradually on the basis of the demands 
of capital expenditure. The authorised and paid-up capital of the 
company as on 31st March, 1973 stood at Rs. 40 erores and Rs. 33.70 
crores respectively (paid up Capital as on 31st December, 1973 being 
.Rs. 34.05 crores). 

7.2. Government advanced from time to time unsecured long term 
loans aggregating Rs. 3138.44 lakhs upto 31st March, 1973 and 
Rs. 3,203.44 lakhs upto 31st December, 1973 for meeting the capital 
-expenditure on the projects. Of these loans a sum of Rs. 17.841akhs 
were repaid in 1967-68 and loans amounting to Rs. 430 lakhs were 
converted into equity capital in March, 1973. 'rhe balance 10alll 
after these repayments and conversion as on 31st March, 1973 and 
31st December, 1973 were Rs. 269.60 lakhs' and Rs. 2755.60 lakhs res-
• pective1y. 

7.3. Besides, the Company obtained unsecured short-term loans 
.amounting to as. 1785.0Q la1ms upto 31st March, 1973 for meeting the 
requirements of working capital. These were, however, mainly 
utilised to meet the cash losses which aggregated Rs. 2628.54 lakhs 
Upto 31st March, 1972. No repayment of short term loans has been 
made. 

7.4. Details of the short-term and long-term loans together with 
the terms and conditions and the amounts repaid so far as are given 
.in Appendices XXVI and XXVII respectively. 

7.5. The Company 'made cash credit arrangements with State Bank 
"of India upto a total limit of Rs. 6.75 crort!s as on 31st March, 1973 
(also 30th November, 1973). The actual utilisation of tile cash credit 
as on 31st March, 1973 'a'nd 30th September, 1973 were Rs. 4.90 crores 
.and Rs. 5.36 crores respectively. 

7.6. The debit equity ratio of the Company as on 31st March, 1973 
.and 31st December, 1973 were 1.6: 1. 

341 
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7.7. Re-structuring of Cllpital.-According to the loan sanctiona,. 
long-term loans were repayable in ten equal instalments commenc
ing from the end of the third y~r' of drawal and working capital. 
loans (except for a few exceptions) were repayable fully at the end 
of the three years or earlier if the Company's financial position per- . 
mitted it to do so. Although the Company started drawing long-· 
term loans from the year 1964-65 and working capital loans from 
1966-67, only a sum of Rs. 17.84 lakhs (representing the first instal
ment of the first three long-term loans) had been repaid so far 
(March, 1972). 

7.8. Considering the facts that the construction of the plants ex
tended upto 1967-68, the commissioning of plants for production of 
the major products was dont only in 1968-69 and a period of 3 years 
was required for the attainment of efficiencies and yields, it was not 
found possible by the Company to generate its own resources for re
payment of principal and interest. 

7.9. The Company, therefore, submitted the following proposals 
on 13th September, 1971 to the Government of India for reconstruc
tion of the capital structure, waiver of interest, etc.:-

(a) Conversion of Rs. 4 crores out of loans into equity capital .. 

(b) Increase in the authorised capital from Rs. 30 cr.ores to 
Rs. 40 crores to accommodate the finatlcing of capital ex- . 
penditure during the 4th Plan period. 

(c) Waiver of interest charges on working capital loans from 
the date of drawal to 31st MarCh', 1972. 

(d) Moratorium on payment of interest charges on long-term . 
loans upto 3 years after commissioning of the plants and . 
working out of the cumulative interest charges payable 
after 3 years at a lower rate of interest i.e. borrowing rate 
to Government. 

(e) Rescheduling of the repayment of loans from 1973-74, 
commencing with the working capital loans in the first 
instance and then taking up the capital loans in instal
ments. 

I 7.10. On 22nd September, 1972 the Government of India granted . 
I moratorium for a period of 4 years w.e.f., 1st April, 1972 on the ra- . I payment of loans and loan instalments nmounting to Rs. 24.85 crorea . 
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(long-term loans Rs. 1104.686 lakhs and short-terma loans Rs. 1380. 
, 324 lakhs) which had fallen due for repayment upto July, 1972. 

7.11. Besides, Government also agreed to treat the working capital 
loans to the extent of Rs. 24.85 crores drawn to Finance the cash losses 
susta.fJned by the Company upto 31st March, 1972, as 'interest free 
for a period of five years from 1st April, 1972. The balance of the 
loan (i.e. Rs. 2.50 crores) was to carry normal rate of interest. The 
treatment of the working capital loans amounting to Rs. 24.85 crore. 
as 'interest free' will give the Company an annual relief of Rs. 150.53 
lakhs for five years. 

7.12. In November, 1970 the Ministry of J4~inance had issued revis
ed instructions for the financing of capital outlay on township ac
cording to which the township cost were to be met entirely out of 
the equity investment of the Government. The above instructions 
also provided for reorganisation of the capital structure of the exist
ing undertakings on that basis. 

7.13. The Company has constructed its townships at the Plant 
sites and a total expenditure of Rs. 5.21 crores was incurred upto 31st 
March, 1973 and Rs. 5.31 crores upto 30th September, 1973. It is, 
however, noticed that there was no restructuring of the capital of 
the Company on this account as on 31st March, 1972. 

In this connection, the Ministry have stated (October, 1973) as 
follows:-

" ...... this re-structuring to bring up parity between equity 
and debt (excluding town-ship outlay) was actually effect
ed in 1972--73 with the concurrence of the Ministry of 
Finance when loans to the extent of Rs. 430 lakhs were 
converted into equity." 

7.14. Waiver of penal and compound interest:-As mentioned 
above, the Company failed to pay instalments of loans and insterest 
thereon in time and was, therefore, liable under the terms and condi
tions of the loans to pay additional interest for the period of defaUlt 
at 2-1/2 per cent above the normal rate. As on 31st March, 197~, 
penal and compound interest on delayed repayment of loan instal
ments and delayed payment of interest, amounted to Rs. 180.05 lakhs, 
which was waived by Government in August, 1973. Penal and com
pound interest due as on 31st March, 1973 after the waival is B.s. 
14.55 lakhs. 
625 LS-23 'I' ., r .,~-
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'1.15. About bringing doWft,theexisting debt .equity ratio of 1.81: 1 

to the accepted norm of 1: 1 and whether in view of the cumulative 
loss of Rs. 38.26 crores as on 31st March, 1973, which had already 
wiped 6if the entire paid-up capital, the manag'ernent have any con
templations tor restructuring capital and the annual incidenc~of re
payment ot principal and payment of interest during 1973-74 onwards 
the Committee were informed as under:-

"The amount of Rs. 40 crores represent the authorised capital, 
debt equity ratio is based upon the paid up capital and 
loans. In the review for purposes for working out the 
debt equity ratio, the working capital loans sanctioned by 
Government for meeting the working capital requirements 
have also been included in debt. 

According to the norms adopted by the Government for capital 
project financing only long-term loans sanctioned for meet
ing the capital expenditure are to be considered for work
ing out this ratio the outlay on township is to be treated 
as having been financed out of the equity ('apital and there
fore, the ratio is to be based on the above ~ssumption. 
Accordingly the ratio as on 31st March, 1973 works out to 
0.94: 1 as between debt and equity. At present t.he financ
ing of the capital expenditure is done better by way of 
long-term loans as well as equity capital so that by the 
time the projects are completed the debt equity ratio of 
1: 1 after adjusting the expenditure on township will be 
achieved. 

The amount of interest due and repayment of loans taken from 
the Government is given in the enclosed statement. (Ap
pendix XXX)." 

7.16. Asked whether the relief granted by the Government in 
September, 1972 in the form of granting moratorium for repayment 
of loans and treating the working capital loans as 'interest free' would 
place the finances of the Company on sound footing, the Management 
stated that: 

"The delegation of powers to General Managers and other 
Officers, provided for prior financial consultation on various 
ing to Rs. 2485 lakhs has improved the ways and means 
position of the Company. This has also saved the Com
pany from payment of Penal interest at the rate of 2-112 
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per cent on'IoaIll remaining WllMicloQ Aue da.tes,<.'r~ in
terest holi~ of 5,years effectiveff~ l"t Apdl,1972 on 
working capital loans of Rs. 24.85 lakhs will give the com
pany a yearly benefit of Rs. 150.53 lakhs for five years. 
This has helped 1n ilJlpfoving the operational results of the 
Company apart :rr6tn: ihlproving the ways and means 
position as well. The Company is at present trying to 
achieve better operational results through improved pro
duction." , i 

7.17. In thiS connectIOn the Ministry expressed the following 
views:-

"The relief granted to IDPL in September, 1972i.n the form of 
mpratorum fot: repayment OF LOANS and treating the working 
-capital loans as interest free would not place the finances of tke 
-company on a sound footing and must be considered in the nature 
-of a temporary relief. Even in 1972-73 the Company incurred a loss 
-<>1 Rs. 370 lakhs. 

Every time the company appeared to be poised for showing sub~ 
:stantially better performance and profitability. It was in this light 
that short-term loans were granted to meet the requirements of 
working capital. The expectations of the company making profits 
have repeatedly got postponed." 

7.18. About granting short-term loans for meeting the require~ 

:ment of working capital, when it was known. that the c()mpany was 
incurring heavy losses and in fact the short-term working capital 
loans were being utilised to meet the cash losses, the Committee were 
informed that short-term loans were granted to the Company to meet 
the cash losses so that the cash lost on operation by way of iosses is 
'replenished as otherwise the Company's operations would come to a 
:standstill for lack of funds. In the normal course the cash losses 
should be wiped off by profits in susequent years. This has not been 
possible so far, as the Company has not yEot started earning cash 
'profit.. 

7.19. Asked what will be the annual incidence of repayment of 
principal and payment stated in a written note that "A statement 

-of loans due for repayment during six years 1973-74 to 1978-79 is 
enclosed (Appendix XXVIII). The Company has already ap
proached the Government to sanction fresh loans to enable the com
pany to repay the loans falling due during the year 1973-74. The 
Company will have to approach the Government for re-scheduling 
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the debt repayment for the year 197 ... 75 oDwards 10 that the huge 
burden during the yean 1974-75 to 19'76-77 (Rs. 48.9 erorea is evenl7 
spread over a period of yean, and will be met out of the internal 
cash generations." 

B. FiDUleiai Results 

7.20. The table at Appendix XXIX summarises the financial posi
tion of the Company for the last four years. 

7.21. The Surgical Instruments Plant went into production in 
1965-66, whereas the Antibiotics Plant and Synthetic Drugs Plant 
commenced initial production of certain items in 1967-68. Upto 31st 
March, 1973 the Company had incurred a cumulative loss of RL 
3825.90 lakhs, representing 113.5 per cent of the paid up capital of 
Rs. 3370.00 lakhs. 



341 

'1.23. The losses were stated to be'mainly owing to poor produe-o 
tion performance of the producing units. The Management have 
_ted that the loss was also owing to sale, mostly to Government 
I>epartmeDts, at un-remuneratLve rates due to competition from firIDSI 
having stock of imported bulk. 

7.24. The performance of the various units of the Company hu 
been analysed in detail earlier. 

7.25.About the contribution made by the sale of imported drugs in 
1972-73, the Management stated in a written note as follows: 

"Operational results relating to the three plants and Marketing 
Division during 19~73 were: 

--,-------------------

Antibiotics Plant, 

Synthetic Drugs Plant . 

Surgical Inatruments Plants 

.Marketing Divi.ion 

Rs. in crores 
(+) -profit 
(-) -lOll 
(-) 3'3% 

• (+) 0'31 

(-) 0'8% 

(+) 0'13 

·includes credit of Rs. 0.06 crore relating to the previous 
year. Excluding this prior-period adjustment, the loss 
for the year 1972-73 was Rs. 3.76 crores. Sales of import
ed drugs during 1972-73 contributed a profit of Rs. 2.190 
crores." 

7.26. As regards heeking the accounts in such a manner that work
ing results of the manufacturing activity undertaken by each of the 
three Plants and trading results on the purchase and sale of import
ed drugs can be worked out separately, the Committee were inform
ed that "Separate accounts are maintained for each Plant. The 
Marketing Division is handling both imported drugs as well as the 
indigenous drugs produced by the manufacturing units. Separate 
.accounts are not at present maintained by the Marketing Division 
for trading activities for imported drugs and indigenous drugs." 

7.27. About the main reasons responsible for continuous losses in 
IDfL and increasing liabilities, the Management stated as under:-

., (i) Long construction and gestation period when the com. 
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pany borrowed heavily on which substantial intered 
charges are payable. 

(ii) Operation at below capacity since starting commercial pro-
duetton due to lack of demands for the products as well .. 
technical deficiencies of equipments and processes; 

(iii) Low volume of sales necessitating thereby continued 
financing from some outside sources incurring heavy in-
terest charges". 

7.28. The year 1972-73 which was anticipated to be a profit year
also turned towards the worst and showed' heavy losses. The main 
reasons for incurring losses in 1972-73 are indicated below:-

(a) There was tool down strike followed by lock out in Anti
biotics Plant in June, 72 resulting in loss of production 
during strike period and due to cleaning and overhaulin~ 
before the Plant was restarted. 

(b) There was a strike of engineers of UPSEB in January,. 
1973 resulting in stoppage of power supply to the Plant. 
Tlaere was also a technical problem in Antibiotics Plant 
like quality failure and non-sterility. 

(c) Shrotfall in production in Synthetic Drugs Plant that anti
cipations due to shortage of critical raw materials, restrict
ed power supply by Andhra Pradesh State Electricity 
Board and shortage' of water supply. 

(d) The production and sales were severely upset in surgicaJ1 
• Instruments Plant due to power cut enforced by Tamil· 

Nadu State Electricity Board which progressively increa .. 
ed it to 75 per cent of the company's demand.' 

7.29. Regarding the measures taken or proposed to be taken to 
turing down the losses and the Uabflities IJO as to make IDPL a self
supporting enterprise, the Committee were informed as under:-

(i) In order to reduce the losses, steps were. taken to improve
the technology by introducing neW' equipments and machi
nery and proceeses. 

(ii) C~rtain items which were originally planned for manu
facture were deleted, and new profitable product. includ
ed in producWaix. 
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(iii) The scheme of expansion at Synthetic Drugs Plant when 

cQmple1eQ·.by in.c:reaaing the capacity of 2000 toones is ex
pected to improve the profitability of the plant aud make 
itself-supporting. 

(iv) In order to reduce the burden of interest charges, the 
company has been given relief by Government by grant
ing moratorium on payment of interest on part of the 
working capital for a period of 5 years starting from 1st 
April, 1972. 

(v) Conversion of some of the long-term loans to equity capi
tal by the Government has reduce the interest burden as 
well as liabilities of the company that extent." 

7.30. In regard to the reasons for unremunerative prices and 
whether this factor was brought to the notice of the Government, 
the Management stated that:-

"The company's prices were frozen at the time of Drug (Prices 
Control) Order, 1970 and although the other companies 
were allowed to increase the prices based on the recom
mendations of the Drug (Price Control) Order, 1970, our 
company was not allowed to do so. Since then We have 
brought this to the notice of Government many time. 
Bureau of Cost and industrial Prices has already complet
ed the studies for the price fixation of nine of our bulk 
drugs and is understood to have submitted the report to 
the GoveI'lUIlellt. The Government has still not taken 
decision on their recommendations." 

C. Iatemal Audit 

'7.31. The Internal Audit Department was set up in August, 196'7, 
uder the Financial Adviser and Chief Accounts Oftlcer with an 
Internal Audit Ofticer at Head Oftke and a skeleton staff at each of 
the units. • j 1!Ii' ~"&i 

7.32. An Internal Audit Manual containing the rules and proce
(Jure for the internal audit ot the accounts of the units of the Com
pany was issued by the Financial Adviser and Chief Accounts OfBcer 

At the time of factUal Yerification the MJni 1tr7 Itateel .. UDder ; 

"The report from the BICP has been received aDd Oovt. haft 1110 ukn decilion oa 
the report ottheworkinl sroupin 10 tar ... the reviwon of price I ofbWkdnlp and reviaion 01 5- for conYelion COlt and pdia, lie conceJ1led. Thete cowr tbeqecilicte1mlof 

fereDCe oltlle Workilll Group. Other I'CCODIIIlmdatlon. which tlae workinl Group baa JUde 
er rm4urJ term otrefereDcle .,.. adcr CGIIIIdnatiQD ". 



350 

in July, 1989. Uema to be covered ill the Interul Audit program~ 
me have also been laid down but the quantum of audit to be applied 
to such items has not been prescribed therein. 

7.33. The Company Auditors in their Supplementary Reports on 

~he accounts of 1971-72 of Antibiotics Plant and Synthetic Drugs 

Plant have also commented upon the inadequacy of the coverage by 
Internal Audit. . 

7.34. About the scope of internal audit to cover a critical review 
of the systems, procedures and the operations of the Company as a 
whole and recasting of the internal audit manual, the Committee 

were informed that:-
"Introductory Chapter of the Internal Audit Manual brings 

out the importance of review of accounting, financial and 
other operations by Internal Audit Critkal review of 

policies and practices and procedures of the Organisation 
in terms of their adequacy, soundness and effectiveness 
forms part of functions of Internal Audit. Programme 

chalked out for Internal Audit covers all fields of activi. 
ties and departments of the Plants/Units and Manage

ment Audit has. been giv~p. adequate importance therein. 
Recasting of Internal Audit Manual is not considered 

necessary at present." 

7.35. Asked about the steps taken to strengthen the internal audit 
set up in the Company so as to make it an effective tool of man

agerial control and prescribing the quantum of audit to be followed 
by internal audit for vario\ls items of the accounts, the Management 

stated as under-

"Internal Audit Section exists in all the three Plants with 
Asstt. Internal Audit Officers. lAO at the Central Office 

visits the Plants periodically to supervise the work and 
finalise the Internal Audit Reports. Internal Audit of 
Marketing Division Units Central Office is conducted by a 

field party headed by an A.s$i$tant Internal Audit Officer 

by visiting the same once every hall year. :! .... , 
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7.36. No accounting Manual had upto Oetot.er, 1972 been compiled 
by the Company although a period of more than ten years has elaps
ed since ita incorporation. Accounting was being done only in terma 
()f various orders, circulars and instructions issued tram time to time. 
In a note furnished after evidence, the Management stated (Janua1'7. 
1974 as follows:-

"(i) SIP Accounts Manual has already been prepared and iasu. 
ed in 1970. . 

(ii) Accounts Manuals for synthetic Drugs and Antibiotics 
Plants as well as Central Office have been drafted and are 
under scrutiny. The same are likely to be issued shortly. 

(iii) work relating to the marketing division manual is on hand." 

7.37. The Committee note that the Authorised. and paid-up Capi
tal of the IDPL as on 31st March, 1973 stood at Rs. 40 crores and 
Bs. 33.70 crore. respectively. The debt equit'y ratio of the Company 
on that date was 16:1. On Z2nd September, 1972, the Government 
of Iudia granted a moratorium for a period of foUl' years with eRect 
from the lst April, 1972 on the repayment of loans and loan instal
ment's amounting to Rs. 24.85 crores which had fallen due for repay
ment upto July, 1972. Besides, Government also agreed to treat the 
working capital loans to the extent of Rs. 24.85 crores drawn to 
finance the cash losses sustained by the Company upto 31st' March, 
1972 as "interest free" for a period of 5 years from 1st April, 1972. 
The treatment of the working capital loans amounting to Rs. 24.85 
crores as interest free loan, it has been st'ated, would give company 
an annual relief of Rs. 150.53 lakhs for five years. In August, 1973, 
Government also waived an amount of as. 180.05 lakhs due from the 
Company on account of penal and compound interest on delayed 
repayment of loan instalments and delayed payment of interest. 

7.38. The Commitfee are deeply concerned to note that by 31st 
March, 1973 IDPL has incurred a cumulative loss of Ks. 38.25 crores 
and had thus eaten up its entire paid up capital of Rs. 33.7 crores. 
The Committee note that the loss has increased from as. 56.45 lakhs 
in 1965-66 to Rs. 369.95 lakhs in 1972-73. Considering the individual 
Plant, Division, the Committee find that Surgical Instruments Plant 
has suffered a loss of Rs. 602.36 takh.", Synthetic: Drugs Plan of 
Ks. 1047.70 lakhs, Antibiotics Plant Rs. 2103.911akhs and the Market
i~g Division Rs. 71.93 lakbs. The Committee feel that in order to 
judge the performance of the tradin, operafiou of these plants, It 
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is euential that the aceowds are' kept in such a malHItil' that the 
workiaC res~. of ~uf.c"rinl,acti.W.'Of,,"',.lant and trad
iDe results on the purchases and sale of imported drucs can be pr~ 
pued lepuateiy. The Committee have been informed that these· 
losses were mainly due to long eonstruetion and gestation perio"~ 
,UDder utilisation of capaaty due to hack of teehnieal expertise, d8"" 
ficiencies of equi,ments ami prousses, shortage of critical raw' 
materials, power cuts, lOSseS due to export of surgical instrument .. 
The plant is stated to be taking steps to improve the technology by 
introducing new equipment, machinery and processes. The Com
mittee recommend that IDPL should take concerted measures 
designed to improve its profitability rather than depP.nd on financial 
reiief granted by the Government from time to time. 

7.39. The Committee find that though the items to be covered ill 
the Internal Audit Programme have been laid down, the questioD 
of Audit to be applied to such items has not been prescribed therein. 
As Internal Audit is an imporfant aid to Management the Internal 
Audit ~rtment should be strengthened to enable it to oritically 
I'eview policies, practices and procedures concerning all field of acti
vities and Departments of tbe Plant's/Units in terms of adequaq~ 
_UDdDMs and effectiveness. 
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ORGANISATION 

A. Organisational Set Up 

The Inanagement of the affairs of the Company vests in the, Board-" 
of Directors. However, for the conduct and management of the-' 
business of the Company in general, subject to the control and super
vision of th~ Board of Directors, the President may empower the-' 
Chairman or appoint one of the Directors to be the Managing Direc
tor who shall be the chief executive of the company. 

The office of the Chairman and the Managing Director was com
bined in March, 1962. The other Directors (except Government re
presentative(s) are appointed by the President in consultation with 
the Chairman & Managing Director. Any vacancy (except that of 
Government representative) in the office of the Directors caused by' 
removal, resignation, death or otherwise is also filled up by the" 
President in consultation with the Chairman & Managing Director. 

M on 31st March, 1974, the Board of Directors of the ComPBllT' 
consisted of 13 Directors. Out of these, the Chairman & Managing' 
Director was the only whole time member of the Board. The other 
DiIectors included officers of the Ministry of Petroleum and Chem, 
cals, Director General, Technical Development, Drugs Controller, .. ' 
Pharmaceutical Consultant, Director, Central Drug Research lnatl-· 
tute, etc. 

8.2. The Chairman & Managing Director is the Chief Executive' 
of the Company. He is assisted by the functional groups like Fin-
ance, Technical and Personnel Departments, etc. in co-ordinating the' 
activities of the plants and the Marketing Division. 

8.3. At the Unit level the General Manager, who is appointed by 
the President on the recommendation of the Board, functions as the 
Chief Executive of the individual unit and is responsible for the 
efficient performance of the Unit, in accordance with the policies .. ' 
plans approved by the Board. He is not, however, a member of 
the Board of Directors. 

8.4. The General 14an~er. is assisted by the various TeehnlC8t 
officers. In financial matters, he 18 advised by the 1"inlDce Depart
ment headed by a Controller of FInance and Aecoants. 
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8.S. The Company has three plants deaUng with difterent pro. 
4uets, which eonUnue to be under one Management. The Ministry 
,is currently examining the set up of the Public Sector Undertakings 
in this field iR the context ot the targets envisaged for the 5th Plan 
'period. 

8.6. In connection with the organisational set up ot I.D.P.L. the 
'Ministry informed the Committee in a written note as foUows:-

'IThe three units ot I.D.P.L. are distinct entities each specialis. 
ing in a special field of production and the elements com
mon to surgical instruments, antibiotics and synthetic 
drugs in matters of technology, production, marketing, etc. 
are quite distinct. Moreover, the distance between the 
three units is considerable and participation of the General 
Managers in the deliberations of the affairs of the Board 
ot Directors would necessitate absence of the Chief Exe
cutive of the Plant for considerable times which would 
not be in the overall interest of the undertaking. During 
1972-73, the Board met 5 times." 

8.7. On 13th October, 1972, the Bureau of Public Enterprises issu
~d instructions to aU the Ministries on the subject of composition of 
'.Boards of Directors, which inter atia, stipulated that:-

"As regards the inclusion of General Managers of constituent 
units and executives in charge of different regions in the 
Boards of multi-unit or multi-regional enterprises, inclu
sion of a few General Managers and Directors by rotation 
could be considered. Even if ·all the General Managers 
are not made Directors, those left out, should also, in prin· 
ciple, be inviteq. to attend and participate in all the Board 
meetings. It is, of course, understood that in certain situa
tions they may not for good reasons, all be invited to a 
particular meeting." 

8.8. At this juncture the future structure of HindustanAnibio. 
tics' Ltd. and Indian Drugs and Pharmaceuticals Ltd. was already 
under consideration of this Ministry. A report on the marketing or
ganisation of H.A.L. had been received and in the context of this 
Report the matter was being considered as to whether the marketing 
organisation of H.A.L. may be expanded or merged with I.D.P.L: or 
a separate orgaIlisation altogether.created. Ano~er point which was 
examined was as to whether considering the nature of fuftctioning 
of the three units of IDPL and one unit of H.A.L. it would lead to a 
more rational management if the two units were combined into one 
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This examination took lOme time and in the meanwhile the Mini ... 
try was asked to prepare Plan Proftles for the 5th Five Year Plan. 
ln the process of preparing these Plans it was proposed that the 
I.D.P.L. may be allowed to expand by increasing its investment by 
Rs. 40 crores and H.A.L. by Rs. 30 crores. This would be a sizeable 
increase and would n~essarily involve a fresh look at the reorgani
sation of the two public sector undertakings. In this context a: 
change in the present structure of the Board of Directors of I.D.P.L.. 
was not considered. However, the matter will be examined and ap-· 
propriate view taken thereupon. A reading of the Office Memoran
dum of B.P.E. also would indicat, that though it has been suggested' 
that General Manager of constituent units may be considered for 
inclusion on the Board of Directors, this is not "mandatory." 

8.9. It has been stated that in view of the fluid situation obtaining
wi th regard to the expansion of the undertakings a time had come 
only now when the organisation of the two public sector undertakings. 
may have to be considered. 

8.10. A view on the reorganisation could not be taken earlier a8' 
the Plan proposals for expansion of the two undertakings were still 
under consideration of the Planning Commission and it was not· 
known as to what would be the size of the likely expansion. The 
three plants had been placed under one management for "historical. 
reasons" as t~y had been established with the technical and financial 
assistance from the Govemment of U.S.S.R. and in matters of nego
tiations, transfer of technology etc. it was considered administratively 
convenient to do so. The re-examination of the future set up would, 
be considered now in the light of Plan provisions provided for IDPL. 
and HAL. 

8.11. No organisation in the field of drugs in India is stated to be-
comparable to IDPL either in the public and Private sector. As far
as the IDPL was aware, there was no comparable organisation in.~ 

other countries either. 

8.12. There are several items which are common to Antibiotics 
Plant at Rishikesh under the IDPL and HAL at Pimpri. However. 
the problems of the two plants are dissimilar as the two units are
based upon different technologies, different processes, different pay 
structures. These aspects have to be kept in mind while considering 
the question of merger of Rishikesh Plant with H.A.L. unit at Pim
pri. However, coordination between the two units has been estab
lished by appointing the Managing Director of H.A.L. on the Boar~ 
of Directors of I.D.P.L. and appointing Financial Advisor of I.D.P.L. 
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cOD. the Boardot Directo~sot 1I.A.,L.-. (post is.pr~nUy; V~t but 
-eqected to be filled shortly). l!r!8d.ditiqna,c;;:.oo{~ation ~mittee 
,h~' also been ·form.ed' by, ~GovG'JJ.~l1~ w,i;b. ;~J;}.e~~~ . of 
I.D.P L. as the Chairman ofth~;Comniittee tocoord~~. activi
ties of the two companies ant;l it is expected thatwitb. ,tAia system it 
'should. ibe possible for the two ,companies.to operate in. close coopera
-·tioll with each othel;'. 

B. Delep~on of Powers 

8.13. The Ma,naging Director was delegated cert.ain powers by t~e 
'Board in April, 1961, which were approved by the President in May, 
1961 as required under Article 80 of the Articles of Association of 
the Company. 

8.14. Additional powers were delegated in March, 1962 after the 
·~ombination of the Office of the Managing Director and that of the 
Chairman. The Chairman and Managing Director was authorised 
by the Board, with the approval of the President, to exercise the 
powers vested in the Board, for condu~tin~ the day-to-day affairs of 
the Company. He was also 'authorised at the instance of the Govern
ment to act in any emergency in his discretion without consulting the 
~oard, such action being reported to the Board at the next meeting. 

8.15. In order to ensure expeditious transaction of business in the 
day-to-day management of the Company, Art:cl~ 80 of the Articles 
of Association was revised in Decembp.f, 196~, dispensing with the 
l'eqllirement of prior approval of the President for delegation of 
powers by the Board to the Chairman and Managing DJrector. Be

:sides this, the Chairman, and Managing Director was also a\lthorised 
:specifically to sub-delegate his powers to any officer or other em
ployee of the Company subject to t.he condit~on tQat each such sub
-delegation was reported to the Board. 

8.16. In may, 1966 an attempt was made. at the instance of the 
·'&ard, to bring about a measure of precision in regard to matters 
which would require the approval of the Board. The Chairman and 
Managing Director was. allowed to exercise full powers for better 
management of the business of the Com-pany except for certain listed 
itel'n$ (e.g. sanction to the works, entering inte contracts, appoint-

;.anent of personnel, write-off, etc.) which required the approval of 
the Board. The Chairman and Managing Director has thus been 

-delegated adequate powers for the proper management of the affairs 
-Gf the Company. 
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·8.17.,Jn Qtcier toeDturo l1llooth,. eftici.entworldn,g,at the pho
jec~and: to;Hl:ieYe .tM~,cnainvan<,. Managing-· Director. ·of matters 
of minorbnportance requirUig his nnaneialanQac:lminiitraiive appro~ 
valor sanction, powers were sub-de1egated by the ChairMan & Man
.aging Director to the Project Administrators General Managers and 
other officers of the Company. These powers were also supplemented 
~m time to time. After the commencement of the eommercial 
production at the 'plants, the powers delegated to the Project 
Administrators/General Managers foom time to' time were eonsoli
dated and enhanced particularly in the field of Personnel and 
Material Management and got approved from the Board in April, 
1967. . 

8.18. In March, 1968, the Board approved delegation of E'nhanced 
powers-hothadministrative and financial to the various' Heads of 
Departments/Sections/Branches. The General Managers/Project 
Administrators were alsO' empO'wered to vary!delegate powers (appro
priate to the rank of the officers) to other officers, if considered 
necessary. 

8.19. After accepting the reCommendation of the CO'mmittee Oft 

Public Undertakings contained in their .Fifteenth Report (Fourth 
Lok Sabha-April, 1968), the GO'vernment of India, Bureau of Pub
lic Enterprises issued in May, 1969 broad gUidelines defining the main 
functions, responsibilities and powers of the Financial Adviser. It 
was also mentioned in the guidelines that the Board of Directors 
should lay down detailed powers and functions of the Financial ~d. 
viser particularly in regard to matters which should be reserved: 

(i). for concurrence of the Finaneial Adviser; 

(ii) for consultation with the Financial Adviser; and 

(iii) those on which Financial Adviser need not be consulted. 

8.20. No such demarcation has, however, been made by the Com
pany £0 far (September, 1973). In this connection, the Management 
informed (September, 1973) Audit that the following position had 
been Intimated to the Bureau of Public Enterprises in August, 1'96!f 
~n this issue:-

"The delegation of powers to General Managers and other 
Oftlcers,' provided for prior financial consultation on various 
matters having financial implication. The powers dele-
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gated to the Chairman " Managing Director by the Boarel 
of Directors do not specifically provide for prior financial 
concurrence, but in practice all proposalsjcases involving. 
financial implications are putupto Chairman & Managing 

-Director after F.A. & C.A.O. has seen." 

8.21. However, fonnal demarcation of areas for prior consultation1 
concurrence with the Financial Adviser as laid down by the Bureau 
of Public Enterprises is considered necessary, instead of leaving the
matter to be decided by the practices which may vary from time to. 
time. 

8.22. The powers-both administrative and fmancial have been 
delegated by the Board to the Chairman and Managing Director and 
by the Chairman and Managing Director to the various officers. 
The powers delegated from time to time have, however, not been 
consolidated in the form of a booklet for ready reference so far 
(December, 1972). 

8.23. The Committee desired to know whether the Management 
considel' that formal demarcation of areas for prior consultation!con
cllrrence with the Financial Adviser, as advised by the Bureau of 
Public Enterprises, is necessary instead of leaving the matter to be 
decided by practices which may vary from time to time. The Man
agement informed the Committee in a writ.ten note as follows:-

'The pattern evolved since the inception of the Company is 
such that all cases, whether administrative, financial or 
technical, are invariably routed through the F.A. & C.A.O. 
before they are submitted to the Chief Executive for his 
orders I approval. Thus, it is ensured that the views of F.A. 
& C.A.O. are always available to the Chief in all matters 
of importance. No demarcation of areas is, therefore con
sidered necessary as the system has worked through all 
these years. Handbook of Financial Powers is being com
piled and is expected to be issued shortly." 

C. Labour Management Relations 

8.24. Excepting the Antibiotics Plant, Rishikesh, the overall 
Labour situation was stated to be satisfactory during the year. In 
Rishikesb the labour situation became strained after a change in the 
leadership of the recognised Union. A one-day token strike was 
organised by the Union on 28129th May', 1972 followed by a wild cat 
stay-in-strike from 19th June, 1972 resulting in a lockout declared on 
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22nd June, 1972. The lockout was lifted on 29th June, 1972, after 
the Union tendered a written apology and signed an agreement for 
maintaining industrial peace for a period of 3 years. The produc
tion in the Rishikesh Plant was interrupted for a period of nearly 
1 t months on account of this disturbance and could be resumed 
only in August. However, in Decemher, 1972 a notice for strike 
was again served by the Union. The strike, however, did not mate
rialise a~ the production in Plant was shut down in January, 1973 
due to the U.P. State Electricity Board Engineers' Strike. After the 
resumption of the working of the Plant in !i"ebruary, 1973, the union 
precipitated yet another strike in April, 1973 as soon as the Plant's 
production was normalised in MarCh, 1973. 

8.25. In the case of Synthetic Drugs Plant, a strike notice was 
issued on 6th July, 1972 supported by a charter of 20 demands one 
of which related to reinstatement of 17 dismissed employees (who 
were dismissed after the illegal strike at Hyderabad in MarchlApril, 
1970) . After negotiations with the Minister for Petroleum and Che
micals, the issue was referred to arbitration of a Judge of the Supre
me Court. Subsequently, there have been no incidents and the 
labour management relations have remained normal in Hyderabad. 

8.26. About the present Labour Management Relations in IDPL 
tbe Ministry informed the Committee in a written note as follows:-

'-'The labour situation in the Synthetic Drugs Plant and Anti
biotics plants is not at present coordial. A new Union cal

led the Synthetic Drugs Plant (IDPL) Karmika Sangham 
has been formed as the existing recognised Union 'Synthe
tic Drugs Plant (IDPL) Employees Union affiliated to the 
INTUC has become now inactive. The new union has 
submitted various demands which include revision of the 
scale of pay much beyond what has been accepted by the 
Government on the basis of the recommendations of the 
Third Pay Commission with regard to Government ser
vants. The IDPL are following Central Government scales 
of pay and allowances so far and revision beyond that level 
will no dOUbt throw a heavy financial burden on the com
pany. This matter is under negotiation between the man
agement and the Union. 

The recognised Unions at the Synthetic Drugs plant and the 
Antibiotics plant have been demanding bonus for the years 
1971-72 and 1972-73 on the plea that the same has been 

625 LS-24 
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allowed to the, workers of the Surgical Instruments Plant 
and the Cem.tral Office in New Delhi. The IDPL have 
been treating the different units as separate units and 
this issue is now under the consideration of Government 
in consultation with the Ministry of Law. 

The labour union at the Antibiotics Plant are also agitating on 
the issue of reinstatement of 'lome workers dismissed in 
1969 and also for setting up of a wage board for the plant. 

In the Surgical Instruments Plant, due to power cut the plant 
had to resort to layoff for a few InDnths early in 1973. The 
relations between the management and labour are satis
factory." 

8.27. Asked about the workers participation in Managements, the 
Ministry ~ated (hat:-

This Ministry are aware of the recommendations made by the 
Public Undertakings Committee in its 17th Report on 
'Personnel policies and labour ~nanagement relations in 
public undertaktngs' and 40th report Role and Achieve
ments of Public Undertakings. So far as the appointment 
of workers in the Boards of Management of Public EnteT
prises is concerned, the Government have already decided 
to try the scheme on an experimental basis in a limited 
number of undertakings. A worker Director has been 
appointed in Hindustan Antibiotics Ltd. Pimpri 5ince April. 
1973. ~ question of ir-clusion of a representative of 
labour on the Board of IDPL bas to be considered by the 
Government in the light of the fact that there are three 
different recognised Unions in the three plants affiliated 
to three dift'erent All India Labour bodies; besides there 
is now the Karmika Sangham also operating in the Synthe
tic Drugs Plant, Hyderabad. 

In regard to workers' participation in management at other 
is now the Karmika Sanglwn also operating in the Synthe
levels, reference is invited to reply of Government on 
Recommendation No. 10 of the 40th Report of the PUC on 
'Role and Achievements of Public Undertakings' forward
ed by the Ministry of Finance BPE in their O.M. No. 
9(135) /73/BPE(GMI) dated 2nd March, 1974. The ques-
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tion of introducing in IDPL the volu~tary scheme of J.oint 
Management Councils is being taken up with the manage
ment. 

WELFARE AMENITIES 

8.28. The following welfare amenities are provided to the 
worker in the different Plants of IDPL 

(i) TOWNSTIP 

Townships have been constructed in each of the Plant where 
1432 quarters of different types have been provided at 
Antibiotics Plant, Rishikesh, 771 at Synthetic Drugs Plant 
Hyderabad and 512 at Surgical Instruments Plant, 
Madras. 

In addition shopping centers have been provided which have 
31 shops at Antibiotics Plant. 12 shops each at Synthetic 
Drugs Plant and Surgical Instruments Plant Post Offices. 
Police stations, Banks have also been provided in the 
townships. 

I{ii) EDUCATIONAL FACILITIES : 

:tn all the three Plants schools are being run by the 
Plants. In Antibiotics Plant, Rishikesh the present high 
schOOl is -likely to be upgraded as college in the near 
future. The brilliant results and securing of most of the 
top position by the students of Project 'SChool is an eloquent 
testimony of the high standard of instructions being 
imparted in the SchooL Besides, free transport is provid
ed for the children of the employees who are residing in 
the colony to attend to various schools in the cities of 
Hyderabad and Madras. 

In Synthetic Drugs Plant, Hyderabad, wives of officers are 
running a school (English Medium) in the township for 
which a quarter has been provided free of cost. 

(iii) TRAN5PORT FACILITIES : 

Both in the ABP and SIP we are gIVIng transport facUity 
against a nominal subscription which goes back to the 
workmens' Welfare Fund. 10 Synthetic - Drugs Plant. 
Hyderabad the workers appointed before 1st March. 1967 
are provided with free transport facility. Even in the 
·case of workers appointed after 1st March, 1967 though 



according to the orders they are not entitled to the free: 
transport facility as a matter of practice they are utilising 
the concession being extended by the Management as a 
gesture of goodwill. The local authorities are also being 
impressed to run bus and train service to augument the 
facilities. 

(iv) Medical facilities: 

Antibiotics Plant, Rishikesh, is located at Virbhadra about 
3 miles away from Rishikesh. In Rishikesh itself, in the 
Government hospital all Medical facilities are not avaii~ 
able. Right from the very beginning it was felt that in 
order to look after the health of the workers, the well 
equipped hospital should be established in the township. 
We are already running 9 bedded hospital half way bet
ween the Plant and Township. There are two qualified 
doctors and one dental Surgeon ~lready in position, be-
sides the staff to assist them. In the other tw:o Plants 
E.S.!. Scheme is already introduced. However, dispen
saries are functioning for such of the employees not 
covered under the E.S'!. Scheme. 

In all the three Plants first Air Centres are functioning with ... 
in the Plants and emergency wards are opened round 
the clock for emergent cases. In ABP and in the other 
two Plants one ambulance at each place is kept ready 
for rushing the emergent cases to the b.osPitalIE.S.I. dis~ 
pensaries. Qualified CompounderlNurses alfe manning 
the First Aid Centres. 

(v) Canteens: 

In all the three Plants the Canteens are bein~ looked after 
by the Canteen Committee comprising of workers and 
the Management's representatives. Special attention is 
paid to the cleanliness of the canteen premises and whole
someness of the food served on nominal prices SO much 
50 the Canteen invarialily incur losses which are met by 
the Plants. Rest rooms and lunch rooms are provided. 

(vi) Recreation Centlers: 

The Plants have provided free of rent accommodation for 
workers recreation centers. Such centers have been 



provided with furniture, water coolers, equipment for in
door and outdoor games and grants for library. These 
centres also organise cultural and film shows often. 

(vii) Workers Education Scheme 

The workers ,of the company are being sponsored for workers 
Teacher Training conducted by the State Board of 
Workers Education and Unit level classes are also being 
conducted in the Plants. 

(viii) Staff Benefit Fund Scheme: 

In ABP and SIP there is an Employee Welfare Fund Scheme 
run by a Committee which deals with the situation re
garding (i) monetary assistance at the time of prolonged 
sickness of the employee when he is not getting adequate 
leave salary to support hisjher family (ii) relief to em
ployees in acute distress (iii) money to meet emergent 
expenditure connected with funeral of the employee. In 
SDP also the introduction of such a scheme is under the 
active consideration of the Local Management. 

(ix) Encouragement to p'Urchas,e Plot/Construct Houses: 

It may be mentioned in this connection that the C.P.F. Scheme 
applicable to the employees provides fOf the grant ot 
non-refundable 10811 from their provident Fund for pur
chase of Plotlconstruction of house on certain conditions. 

(x) Handicraft Centers in the Workers Colonites; 

In both SDP and ABP experiment was made by starting 
Taijoring Centers in the Townships. In SDP even 4 sew
ing machines were purchased and classes were started to 
coach the ladies of tne workers families in stitching by 
the ladies club. Unfortunately at both the places res
ponse from the residents of the colony was lacking and 
the scheme almost died out. However, the Plant has been 
advised to make-another attempt and if necessary with 
the help of the State Authorities as advised. 

(xi) Leave travel concession schemes: 
All employees are entitled to leave-Travel Concession for 

going to their home town. 

-11.29. About the reservation of percentage of vacancies in I.D.P.L. 
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for the Scheduled Castes/Scheduled Tribes and disabled ex-service
men and whether all such vacancies have been filled in different 
categories of posts, the Mana'gement stated as follows:-

IlThe Company initiated taking action in implementing the 
directive of the Goverrunent of lP.dia regarding reserva
tion of vacancies for Scheduled GasteslScheduled Tribes 
candidates received in August, i971. The Memorandum 
& Articles of Association of the Company were accord
ingly amended. Prior to this also we were giving prefe
rence to Scheduled Caste & Scheduled Tribes candidates 
'Other things being equal. 

A statement snowing the representation of Scheduled Castes 
& SCheduled Tribes in total employment in each Class as 
on 1st January, 1972 and 1973 is enclosed (Appendix 
XXX). 

However, it may be added that IDPL is a very sophisticated 
company where hazardous chemicals and raw materials 
are used in the production blocks. We need highly quali
fied and experienced technical personnel to supervise 
the handling of these materials as well as the production 
processes. Further Class I and Class II posts have been 
mostly, filled up by promotion and We have seldom re
sorted to direct recruitment for these cadres. 

The reasons for shortfall are primari~y due to the fact that 
the plants are now equipped with almost full manpowers. 
There is no scope 'Of bulk recruitment in near future. 
Except some of the higher categories of posts, vacancies 
arising as a result of turn over due to resignation etc. are 
filled in by promotions and recruitment :\s usually res
tricted to regularisation of the work charged staff, work
ing in the Plants for the last &-7 years! 

It may be furtfier pointed out that in accordance with the di-
rective of the President (vide Ministry of Petroleum & 
Chemicals letter No. 13(13) 169-Ch. III dated 13--7-71) the 
reservation to the following have ,been exempted. 

(i) vacancies filled by transfer or by deputation. 

(ii) Temporary appointment for less than 45 days durati,on. 

(iii) Purely temporary establishment such as work charged 
staff including daily rated and ~he monthly rated staff 
(though we are giving preference to SCIST candidates). 
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(iv) Posts for conducting researeh or for orgapising guiding 
and directing research . 

. Accordingly, the posts for Sr. Lab. Assistant, Jr. scientific Asstt., 
Sr. Scientific Asstt. etc. and also the post for which there is one 
vacancy, are exempted. 

The vacancies of higher categories of posts, scientific, technical 
am1 high skilled nature having adequate experience in the line are 
advertised tbrough the press on aU-India basis but ,:;to encouraging 
response are received fromfhe SCiST candidates inspite of special 
relaxation." Some of the posts were notitie.d twice to the Employ
tnent Exchanges as well as in the press due to non-availability of 
suitable candidates. 

The directive of the Government regarding resex:vation in ser
vices for ex-servicemen and dependents of tho8e killed In action 
was received durb\g Mareh, 1i'7~. All the General Managers & 
Chief Marketing Manager were asked to implement the provisions 
of the directive in this rgard. 

A statement showing the particulars of recruitment made and 
the number filled by disabled ex .. sa-Vicem~n, dependents of those 
ldJIed in action is enclosed for the period ending 30-6-72, 31-12-72 
and 1 ... 6-1973 (Appendix-XXXI). 

The reasons for shortfall in percentage is the same as stated 
above. The Plants are now equipped with almost fq]l manpowers. 
Vacancies arising out as result of turn-over due to resignation etc. 
are filled in by the promotions and recruitment is usually restrict
ed to regularisation of the work charged staff working in the 
Plants." 

8.30. The Committee note that the Man~ Director is the 
chief executive of the Company. At the Unit level the General 
Manager functions as chief executive of the individual Unit and is 
responsible for the efficient performance of the Unit in accordance 
with the policies and Plans approved by the Board. The IDPL has 
three Plants, one at Rishikesh, the second at Hyder..,ad and the 
third at Madras. Though these are distinct units each specialising 
in a special field of production these are under one Management. 
The General Managers are not invited to participate in the meet
ings of the Board although according to general directions issued 
by the Bureau of Pubtic Enterprises such an arrangement might be 
considered in the interest of the working of the units and the Un
dertaking as a whole. The Committee are infomiea that the Mlnls-
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try is already examining the fu.ture set up of the IDPL and HAL 
with a view to coordinate their activities and rationalise the 
management of the units in the context of the targets envisaged in 
the Fifth Plan and ensure that the plants manufacturing similar pro
ducs are under the same Management. The Committee desire that 
the Ministry should complete its examination soon and rationalise 
the Management 80 as to have a more broad based Board. 

8.31. The Committee find that in pursuance of the recommenda
tion of the Committee on Public Undertakings in their Fifteenth 
Report (Fourth Lok Sabha-April, 68) the B.P.E.\Government of 
India isSued broad guidelines defining tbe main funs:tions, respon
sibilities and powers of Financial Adviser. It was also mentioned 
in the guidelines that the Board of Directors should lay down de
tailed powers and functions of Financial Adviser' particularly in re
gard to matters which should be I!eServed for concurrence or con
sultation with Financial Adviser etc. In spite of these directions 
no sUch demarcation has been made So far. The Committee were 
Informed that the existing pradice has been working smoothly dur
ing all these years and therefore, it was not considered necessary 
to modify them. The Committee howerver feel that fin.neial de
marcation of areas for prior consultation/concurrence with the Fiin
ancial Advisor as laid down by the Bureau of Public Enterprises, 
would be advantageous, instead of being the matter to be devided by 
the practices which may vary from time to time. The Committee 
also find that no Hand Book of Financial Powers delegated from time 
to time has been compiled. The Committee Jleed hardly stress the 
importance of compiling early a suitable Guide Book containing in 
detail the duties and powers of the Financial Adviser, in the interest 
of expeditious disposal of business. 

NEW DELHI: SUBHADRA JOSHI, 

April 29. 1974/Vaisakha 9, 1896 (8) Chairman 
Committee on Public Undertakings 
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APPENDIX III 
(Vids para 2·:a08) 

Stat"""" showi", d,tllils "f ,Glu "rum and lim duI t" ,_ "prOClUi", 

Loss due to 
Year Name of the product Qty. Value ~roce8aing. 

o the ,ales 

(Ra.) 
returning 

(Ra.) 

A-Bulk 

1969-70 Streptomycin 
(Non-sterile) 

Sulphate 1000 Kp. 2,75,000 1,28,000 

1970-71 Sodium Penicillin IP 116· 54963 !3U 58,274 27,039 

1971-72 . Sodium Penicillin IP 290'181 BU 1.45,090 r38,393 

Procaine Penicillin IP 404'918 BU 2,020459 92,321 

Procaine Penicillin 
(Non-sterile) 

324'257 BU 1,64,331 71,237 

Tetracycline HCL IP 55' IS Kas. 35,847 12,849 
Chlorotetracycline 0'988 Kas. 642 Not assessed 

1972-73 • Sodium Penicil1in 274'975 BU [ 1,31.488 86,878 

Procaine Penicillin 32'791 BU 16,395 8.761 

Streptomycin Sulp. J97'731 Ka. 58,331 J3,a;JS 

Oxy-teracycline Hel. 220'00 Kg. 1,87,000 46,640 
1973-74. • 
April'Scp' 73 

Sodiumpenicil1in 514'396 BU 2,57,193 1,62,5» 

B-FormuJatitmlu 

11)69-79 • . Oxyteracycline Caps 26,675 13,339 9,917 

197Q-71 • . Oxytracycline Caps 160412 8,uo 6,oos. 
Tetracycline Caps 5.690 2,201 1.615· 

Sodium Penidllin 5 1akh 880 
units 

496 4OC> 

Fortified Procaine Peni-
cil1in 4 lakhs units. 74,989 36.571 30,726. 

Strepto-Penicil1in lim. 2,390 1,706 1,706· 

Strepto-Pencil1in 1 IPJ1. 350 331 331 

Streptomycin 1 1Ill. 1.430 4,605 3.513-

371 



372 

2 3 4 5 

1971-72 . Oxyttrracycline Caps 55,762 25,879 18,728 

Tetracycline Caps 6>410 2>478 1,804 

Fortified Procaine 
Penicillin 4 lakhs units II,002 5,105 4,220 

Sodium Penicilin 4 lakhs units 
9>497 5,3r8 3,794 

Streptomycin Igm. 212 131 79 

Strepto-Penci11in Igm. lOI 91 91 

·1972-73 . Fortified Procaine Pencillin 7,71,925 3,51,226 2,69.689 
41akhs. Viale 
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APPENDIX VB 

(Vidl para 2'325) 

Statement Ilt«DI", WUS of standard cost w-a-m actual COlt of productitm 
----

Standard 
Name of the product coat Actual Cost 

1969-70 1970-71 1970-1971 1971-72 1972-73 

2 3 4 5 6 

ABULIC 
I. Sodium PeDic::IIliD 100 609 247 166 121 

2. Proc:aiDe Penic:iWD 100 339 198 163 210 

3· Streptomycin Sulphate 100 380 292 224 162--

4· Tetrac:ycliDe Hydro chlo-
ride. • • • 100 279 189 177 176-

5· Oxytetryyeline Hydro-
chloride 100 473 200 151 

6. Nystatin 100 

B.VlALS 

7· Sodium Peuicillin 2 lakh 
UDits 100 431 217 395 

8. Sodium PeuiclUin lakh 
unit . 100 717 267 187 arr 

9· Sodium PenkIIlliu. I lakh 
UDit 100 u88 379 192 209 

10. Fortified ProcaIne Peni-
cillin 4 lakh unit 100 i60 244 198 :z:a8 

u. Streptomycin Sulphate 
lqm. 100 524 343 202 124 

12. Penicillin Streptomycin 
I qm .. 100 464 311 242 212 

13· Penicillin StreptomJCin 
481 238 ISo I qm. 100 357 

14· Procaine Penic:IDin IS 

lakha" unit 100 336 

378 



379 
--,---

I .2 3 4 5 6 

.c. CAPSVLES 

IS· TetracyCline Hydrochlo-
ride lOXIa strips 100 258 209 100 72 

lOO'S pact 100 289 225 100 72 
16', pack 100 
16'8 pack 100 

16. OxytetracycliDe Hydro-
chloride 

lOXIa strips 100 71 168 162 149 

Ion's pec:k 100 74 175 
16'5 pad: 100 74 

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



APPENDIX< 
(Vidl para 

(Stat""",t s/wwil'llf manpower 
-----

De-
Staff requi -ement tailed Industrial 

Project Eng. Deptt. 
Report 

Original Revised 31-3-170 

Regu- MIC M/R Total Regu 
lar tar 

I 2 3 4 5 6 7 8 9 

Dpartment 

I. Fermentation Block 
and Block for pre-
paration of culture 

89 376 media 416 374 385 354 6 449 

2. Recovei & Puri-
ation lock • 395 336 336 391 2 67 460 418 

3· Sterile & Finish-
ing Block 400 425 4U 390 -- 390 445 

4. Laboratory, Quality 
Control, Pilot 
Plant & Animal 
House 265 *256 ..... 266 ··226 5 271 287' 

~. Maintenance and 
Auxiliary Service 
Block 507 750 998 781 78t 80 ' 

6. Administration 
Block (Technical) 197 33 @ 45 45 44 

Total \2,180 2,184 2,227 8 161 2,396 2,372 

*Includes 40 for pilotIPlant andlU for Quality Control. 
"Includes 62 for_lPilot Plant and 182 for quality conrol 
@Revised assessment hi. yet to be indicated by the lndustrillWnSin~ring QepartmeJll,: 
WIG-Work Charged 
M/R-Mu8ter Roll 

. 
~:: ~-.,': 



VlD 
2.3S6) 

NqUimnent and employment) 

In position as on 

31-3-71 30-6-1973 

W/C I N/R Total Regular W/C W/R Total RegullU' W/C M/R Total 

10 XI 12 13 14 IS 16 17 18 19 20 

21 68 46s 390 18 68 476 383 16 47 446 

16 46 480 428 28 47 S03 416 34 37 487 

4 8 4S7 430 48 40 SI8 418 So 3S S03 

6 7 300 282 14 11 301 274 24 2S 341 

802 826 95 273 1,194 808 129 300 1231 

44 ----. 47 47 



APPENDIX IX 

(Vide para 3' I) 

Statemmt comparing the estimates of costs. sanctioned 6y GOfJernment i" Octol¥rp 

1966 as reW,d by Company in 1968 and aptn'ooed by GOfJ~ in Augult. 1971 and 
lM actual ,xpmditure incurred upro 31St March. 1972, 

Estimates EstimaIes Actual ex- Further a-
..anctioned as revised penditure upto penditure to 

Particulan by Govern- by the 31St March be iAcmred 
ment in Company in 1972 to complete 

October 1972 1968 and the Project 
c,proved by 

ovemment 
in August. 

1971 

2 3 4 5 

I, Civil Worb : 
<a) Factory !l98' 14 !lSS'S8 556'07 1,20 
(b) Towmhip 187'60 120'78 129'36 

2, Plant&JIlIIChinery 
• " . (iI\cluding erection) 1,157' 37 1,136'08 10073'03 109'93 

• 3'~ Administration and 
general expenses , 104'57 150'96 151' 46 

4, Apprentice training 
87'00 and_other item. , 90°00 102'7S 

S· Interest on capital 126'97 103'65 23'32 

6, Commissioning ex-
penaes 64'00 41'01 22'99 

£j TOTAL 2,134' 78 2,244'37 2,157' 33 IS7'44 

7, Net works 48'57 37'49 

TOTAL 2,134'78 2,292'94 2,194' 82 157'44 

Nons I, The new Works IIII1lctioned in the revised approved estimates of August, 
1971 were meant for stabilisin, and improving the production of the 
Plant, 

2. The aetual expenditure indicated in Column '" of the table is provisiooal. 
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APPENDIX XI 
(Via. para 3' 3a & 3' 37) 

(StlJtemlnt shortJi1l6 Rat,d capgcity as fiXlil ~trlUlfltffl1Jt, TaI'I'" of Production tIIfd 
... 

Actu4l ' ) 

1968-69 

Items provided in Rated TargetS Revised Actuals 
capacity Original 

I 2 3 4 5 

As provided in Detailed Project 
Report : 

I, Phanacetin IIO 80 66, 133 58, 5II 
2, Sulphanilamide, S5 40 56'668 54'910' 
3· Sulphadimidine 154 234 92'952 89'6.p 
4· Sodium Sulphacyl S5 40 19'724 18'246 
S· Vitamin BI 33 24 1'337 0'582' 
6. Vitamin B2 5'S 4 1'065 0'943 ,. Folic Acid 1'1 0'8 0'045 o' 009' 
8. AnaJain 44 8 6'0611 3'441 
9· Amidopyrine II 33 3'S86 2'775 

10. Piperazine Salts t Adipate } 40 8'904 9'389' 
b) Phosphate , S5 
c) Citrate • 

(d) Hydrate 

II. nc Citrate 33 24 2'921 1'775 
12. Phenobarbitone II 8 2'450 2'067 
13, Nicotinamide (Vit PP) 22 16 O'ISS 

NIfJ) Items 
14- Paracetamol 

IS· Sodium PAS 

TOTAL: • 589'6 540'8 261'853 242'445 

Reasons for Shortfall 
(i) Modification works being in progress in respect of Phenacetin, Sulphadimidine, 

Vitamin BI, Folic Acid, AnaIgin and D.C. Otrate, 
(ii) Non-stabilisation of technology in respect of Phenacetin, Vitamin BI, Bz, AnaIgin. 

Amidopyrin, D,C, Citrate and Sodium Sulphacyl, 
(iii) Changes in technological process; in the case of Vitamin BI •. 
(iv) Frequent failure in power and water supply. 
(v) Difficulties in obtaining supply of materials like ChIoro-lUlpbouic Acid, BenzenCt 

SulphoDic Acid, Mehyleater and Para-nitrochloro-beDeze. 
(vi) Limitation in the Production of Sulpha due to availability of low price dated 

imports in the Market. 



-------- -----------
Items provided in 

I 

-Ael=cd in DetailProjcct 

t. Phenacetin • 

2. Sulphanilamide 

',. Sulpbadimidine 

4. Sodium Sulphacyl • 

,. Vitamin Bx 

'6. Vitamin B2 

. 7. Folic: Acid • , 

8. Analgin 

9. AmJdopyrine 
"10. Piperazine Salta 

<a) Adipate 

~b) Phosphate 
c) Citrate ~ 
d) Hydrate 

II. D.C, Citrate.' 

12. Phenobarbitone 

13 Nicotinamide (vit. PP) 

New Items 
14. Paracetamol , 

15. Sodium PAS 

TOTAL 

Reasons for Shortfall 

2 

IIO 

180 

S5 
33 

S'5 

II 

S5 

33 

II 

22 

643'1 

TarlCts Actuals 

Revised 

3 4 

IIO 123'350 97'965 

55 94' 160 75'670 

100 173'733 92'943 

0'034 3'450 

1'040 2'319 

4 1'506 2'286 

1'2 0'202 0·060 

25 23'760 16'277 

10 8'049 1,875 

xo'ooo 9'450 
2' 500 3. 173 

1000 14'46r 
10 5'000 3' 287 

10 8'000 4,801 

0'920 

20'00 

340'2 482'334 328'937 

(i) Modification works being in progxess in respect of Sulphadiroidine, D,C. Citrate 
and Phenobarbitone, 

(ii) Non -stabilisation of technology in re:spect of Analgin. Amidopyrin and Pipera
zine: Adipate. 

(ill) Frequent failure of power and water supply. 
(iv) Large scale absenteeism of workers in the waake of Teiengana agitation and strike of 

workmen in March/Arpril, 1970. 
(v) Deliberate curtailment of D.C. Citrate and Phenobarbitone to avoid heavy ac

cumulation of stock. 
(vi) Corrosion of equipment and non-availability of imported separes in Sodium 

Sulphacyl and Piperazine Adfpate, Phosphate, Citrate and Hydrate sections, 
(vii) Strike by the employeetl in March/April, 1970. 

(viii) Non-commissioniDa of plants in l'C8pect of Pcracctamol and Soduim PAS. 



._ •. ;.; . .,;,,---
Items provided in 

I 

As provided in Detaield Project 
Report. 

I. Phenacetin . 

2. Sulphanilaniide 

3. Sulphadimidine 

4, Sodium Sulphacyl 

S. Vitamin BI 

·6. Vitamin B2 

7. Folic Acid 

·8. Analgin 

9. Amidopyrine 

:zoo Piperazine Salts 
(a) Adipate 
(b) Phosphate 
(c) Citrate • 
(d) Hydrate 

11. D.C. Citrate. 

12. Phenobarbitone 

13, Nicotinamide (Vit. PP) 

New Items 
14, Paracetamol . 

IS, Sodium PAS 

capacity 

2 

215 

132 

308 

55 
33 

S'S 
1'1 

44 

II 

} 55 

33 

II 

22 

OrTliriil . Revised 

3 4 

250 178'900 152'080 

ISO 109'950 95'680 

300 198'850 159'337 

10 16'000 11'022 

3 14'260 7'904 

2 2'135 1'703 

0'2 0,804 O'5S6 

90 32'9~0 34'060 

30 8'620 3'385 

10 17'800 12'900 
4 5'600 
5 2'600 

3'726 8'916 

10 17'930 5'395 
IS 6'500 4'628 

0'240 0'26S 

40 10'000 

ISO 22'000 
--------------

TOTAL . 925'6 1,069'2 640'665 $)S'03. 

REASONS FOR SHORTFALL 
(i) Modification works being in progress in respect of PhenlC.~tin, A milopyr Ine 

and D.C. Citrate 
(ii) Non-stabilisation of processes in the case of Analgin and Piper zine citrate. 
(iii) Frequent disruption of Water supply. 
(iv) Short supply of absolute alchol and ammonia, 

(V) CorrOSion of equipment and non-availabilily of Imported spares in Sodium Sul
phacyl and Piperazine Adipate, Phsophate, Citrate and Hydrate sectioDs. 

(vi) Strike by the employees in March/April, 1910. 
{vii) Non-commissioniDI of plant. in respect ot Paracetamol and Sodium PAS. 



1971-72 
Items provided in 

TqetI ActuaIa Rated 
capacity 

Original Reviled 

2 3 .. 5 

AB provided in Detailed Project Report 

I, Phenacetin 250 250 223'205 193'793 

2. Sulphani amide' , 132 135 129'910 183'690 

3, Sulphadimidine , 308 290 244'125 218'141 

4, Sodium Sulphacy, 55 18 16'750 26'779 

5, Vitamin BI 33 30 22'645 14'920 

6, Vitamin B2 5'5 5 2'275 1,830 

7, Folic Acid 1'1 1'1 1'137 1'171 

8, Analgin 10'5 100 82'075 77' 725 

9, Amidopyrine II 30 9'503 7'004 
10. Pipe1'l2ine Salts 

rAdi
- } 3 4'99 3'603 

b) Phosphate 55 3 9'580 10'280 
c) Citrate 4 II'711 10'915 
d) Hydrate 40 4' 100 1'299 

II, D, C, Citrate 33 12 6'475 6'950-

12. Phenobarbitone , II 10 9'669 10'569 

13· Nicotinamide (Vito Pp) 22 4'457 2'343-

NIW Jums 

14, Paracetamol 85 25 10'420 1'03(1 

IS, Sodiun PAS 150 50 55'670 72'830 

Total 1,256' 6 1,006' 1 848'706 854·893 

NOTB,-The actual production in 1971-72 does not include the small quantities of the 
following products taken up for production in 1"71-72 for which no rated capacity 
and targets had been fixed. 

!'l 

Tum Quantity 
produud 
(tomw) 

Sulphamothizole 0'978 
i:l~n' ')llnll:'ln ide 0'048 

Thiacetazone 0'955 
Pthalyl Sulphacyl 0'378 
Acetazolamide O'IIS 

Total 2'474 



391 .~. 

RIIU om lor Ihortfall 

(i) Frequent interruption in the water supply. 

(iJ') Non-availability of raw matedals (rectified ~:L!lolute alcohol, caustic 8ode, iye, 
sodium sulphide Bakes, ammonia, me phenol and hydrogen) in timo 
and in required quantity. . 

(iii) Closure of Sulphadimidine Section for over a month on account of interruption 
in the supply of imported Dicyandiainide ,n account of Indo-Pakistan conflict. 

(iv) Restricted production of D.C. Citrate, Phenacetin and Piperazine salts on account 
of market consideration, 

(v) Modification works and non-stabilisation of processes and production problems. 
(vi) Rejections of production batches by quality control. 

(vii) Repairs and shut down. 
(viii) Absenteeism and operational personnel, 

(ix) Low yields, 

A-BULK DRUGS 

SI. 1972-73 
No. Product , ,R.ml' Taraets 

mat 
Rerieed ci)ildty· 0ri&fnaI 

I 2 3 4 5 

I Phenacetin 250'00 250'00 100'00 

2 SulphaniJamidQ 132'00 150'00 105'20 

3 Sulphadimidine 308 '00 275'00 390'00 

4 Sod, Sulphadimine 2'00 

5 Sulphacyl 5S'OO 10'00 10'00 

6 Sod. Sulphacyl 

7- Paracctamol 85'00 25'00 7'00 

8 Vitamin BI HCL 3~'oo 30'00 27'84 

9 Vitamin Bl (Ampoule Grade) 

10* Vitamine BI (Mononitrate) 

II Vitamine B2 5'50 5'00 2,85 

12- Vitamin BaS Phosphate 

13 Folic Acid 1'10 1'10 1'98 

1,,- Sod. PAS 150'00 100'00 106'98 

IS AnaIain 105'00 100'00 108'03 

16 Amidopyrin II'oo 10'00 5'46 

17 Pip, Hydrate (c:ryst) 7'SO 18'33 

18 Pip, Ayipate S5'oo 7'50 8'95 

19 Pip, Phospbate 7'50 13'07 

ml5 LS,-25. 

Actuals 

6 

108'16 

86'82 

365'03 

0'50 

3'83 

15'98 

10'66 

22'72 

3')8 

1'38 

1'59 

105'04 

79'47 

2'42 

21'02 

7'01 

10'26 
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J 2 3 4 5 6 

20 Pip, Citrate 7'50 10'41 6'76 

21 Pip, Anhydrous O· 12 

22 Citrazine citrate 33'00 6'00 0'61 0"1 

23. Thiacetazone 5'00 2'83 

24 Nic:taD.lmide , 22'00 4'00 10' co 13'73 

25 Acetazolamide , 0'50 

26 Sulphamethizole 3'10 0' II 

27 Pthalyl Sulphacyl 5'44 3'26 

28 Phenobarbitone 11'00 5'00 10'56 10'07 

29* So. Phenobarbitone 5'00 1'37 

Total u56'60 1008, 10 1051' 31 885'64 

-New products introduced in the Product mix ofthe'Plant in 1972-73. 

SL 1973-74 
No. Product Rated, TarpbI 

instilled 
c:apaclty oripw Revised Ac:tuaIs 

r 2 3 4 5 6 

Phenacetin SameuiD 126'00 
,,~ 

r 159'53 109'26 

2 SulpNnilmide 
1971-72 

Do, 100'00 101'33 54·88 

3 Sulphadimidine Do. 500'00 345'57 268·u 

.. Sod. SulphadiJnina Do • 

S SulphacyJ Do, 10'00 10'00 

6 Sod. SulphacyJ Do, 0·80 

.,. Parac:ewnol Do, 12'00 

8 Vitamin Bx HCL Do. 3°'00 34'33 20'47 

9 Vitamit BI (Ampoule jrIde) Do, 0'39 0'59 

I~ Vitamin Bt (Monomltrate) Do. 5'00 

II Viwmn B2 Do. 5'00 0'07 2'02 

12- VitaDlit B2 S Phosphate Do. 0'50 

13 Folic Acid Do. 2'20 2'15 1'74 

J.fe Sod. PAS Do. ISO' 00 133'51 512'95 

rs AnalaiD . Do. r6o'oo 128'81 111'79 
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I 2 3 4 S 6 

----
16 Amidooyrin • Do. 12'00 3'z8 1-89 

17 l Pip. Hydrate Cayst) Do. 30'00 9'39 

18 ~ Pip. Adipate I . Do. 10'00 6'81 

19 Pip. Phosphate Do. 20·00 16· S8 

20 : Pip. Citrate Do. 10'20 39'21 19·01\ 

21 Pip. Anhydrous Do. 

zz Citrazine citrate Do. 

z3· Thiacetazone Do. 10'00 10'06 6'97 

24 
.... 

Nictanamide . Do. 30'00 z6'42 8'67 

zs Acetazolamide • Do. 3'00 

z6· SuiphamethizolC! . .,. Do. S'OO Z'96 1'26 

27· PtbaIyl Sulphacyl Do. 

28 I PheDobarbitone-" Do. n'oo IC'I7 7'44-

29. So. Phenobarbitone • Do. o· I2 0'32 

Total Do. 1241'90 997'98 740- 84 
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APPENDIX XIII 

(VUl, para 3' 46) 

$tat,,,,,nt s1torJJi1'l6 tire ,:amt to w1ric1t 'M impor:ts fJJOU/d be h.", o1Jvi4tlli by prodMction 
etn4/""";,,, to antieipatioru 1fIIIIl, i" rite 6urIglt of tM Plant for 1972-13 1tta ,.." SUltM by 
'M MtItIag,m,rs, tu !ollowI:-

"The actual imports durini the year 197~-73 are given:

IMpORTS 1972-73 

Sl. Name of Product 
lIlo. 

I Vit, BIHcI/AmPl/Mono . 

2 Vitamin B2 

3 Folic Acid I 

". AmidoPfJ'ine 

5 Analgin 

6 Phenacetin . 

1 PhenobaIbitone/Sod 

8 Pip, Salts 

9 Sulphadimidine 

(Value iR Re. Lak':ts 
Qty. in tonneS 

-.-- .------.. 
Planned ActUal arrivals Valued at REMARKS 

CltY, Qty, lan(1ecl cost 

12'5 

S'o 

13' 

]0 

I8S 

395 

12'5 

5'00 

129 14'88. In addition to'tJde 
129 tonnes, a quantity of , tOnDei 
was ~ved in replace~t of 
rejected phenacetin '"eturned 
to supplies through STe. 

.J 



396 
However, the shortfall in production as Compared to oriJinal and revised taraeta for 

the year 1973-73 is indicated beJ("",,:~. 

(Figures in Kat.) 

DRUG 197:1-73 

Original Revised Actual Shortfall 
Original Reviled 

:I 3 4 6 

1. Vitamin BI (HCL) • 30,000 27,836 27.623 2,377 213· 
arup . anc! Mono 

2. Vitamin B2 5,000 12.11.48 1,389 3.611 1.459 

3. Folic Acid 1,100 1,902 1,597 385 

4· Amidopyrine • 10,000 F5,455 2,428 ·7,572 2,027 

5. Analgin 100,000 108,028 79,473 20,521 28,SSS 

6. Phenacetin 250,000 100,000 108,165 149,835 

7. Phenobarbitone/Sod. • 10,000 10,556 10,605 

8. Pip. Salts • 30,000 50,757 44.347 6,410 

9. Suphadimidine/Sod. • 277,000 390,000 364,833 35.111 
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APPENDIX XV 
(Vi/k para 3'S6) 

St4I,,,,,m shOfln'ng the lI,tails of the drugs wlNr. captulCitift wer, to IJf 'xpandtlll cretltltl 

(FiJures in tonnes) 

SI. 
No. 

Name of the product 

I 

I. DR.UGS 

(a' Existing terns 

I. Phenacetin 

2. Sulpbanil amide 

3. S ulphaguanldine 

4. Sulpbadimidine 

S. Vitamin BI 

6. Vitamin B2 

7. Folic Acid 

i. Analgin 

9. Phenobarbitone 

TOTAL 

(b) New Items 

1. Sodium PAS 

2. Paracetamo! 

3. Phthlyal Sulphacyl 

2 

4. Sodium Sulpha.iimidillc 

S. Sodium Phenobarbitone 

TOTAL 

Exi8ting Proposed Final 
capacity increase Capacity 

3 4 

100 2S0 350 
so 100 ISO 

130 120 250 
.so 220 300 

30 30 60 

3 10 IS 

I 2'5 3'5· 

10 ISO 160 

10 5 IS 

616 887'5 1503'5 

--
ISO ISO 

115 8S 

25 2S 

SO SO 

5 S 

------
~S 3IS -------



II. sALEABLE INTBRMBDIATBS 

(8) Bxistinl items 

I. Hyderazine Hydrate 

2. Malonic Ester. 

3. Cyno Acetic Ester 

TOTAL 

70 14e 

7'2 117'8' 

5'7 24'3 

20 

125 

30 

-.--------- --._-- -----------------
(b) New Items ,I 

I, Mono Ethalamine . 

2. Tri Ethylamine 

TOTAL 

500 

30 

530 

500 

30 

530 
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APPENDIX un 
(Vid, pllrll 4.,8, 

J,iu of '''r~ Iyf"s 0/ ltUfrIJl1Ifflt.f dev"of'~ ill Ih, Sur,ical Itutru".".u PIa,,' AIIlilf'lIr 
141'10 1970-7 r 

-------------_.-_._._----- . - . ------_._--- -----_._--- ------_.-
Description of InMruments 

3 

Generlll Surlery 
r 0:1-13 Forcepa. diseec:tina:. fine, narrow 8errated type u an. 10na: of 11.8. 

(Adson Type). . 

:il 02-10 

3 02-U 

1- 02-31 

5 02-41 

6 0]-%1 

'I 03-22 

I 0'4-z~ 

9 03-21 

10 0)-2, 

11 03--10 

II eJ-So 

13 e)-55 

14 03-67 

1, 04-11 

r6 04-1! 

17 04-13 

18 04-14 

It 04-1, 

JO 04-JO 

:n 04-]2 

22 °4-'3 

ForcePS, disaec:tm,. tine, IXl teeth. With serrations, 12 em. loq "f s... (Adson Type)_ 

roreeps, diseec:ting. fine IX::! teeth (Without serrations) 12 em. lOR, 
or B.S. (Adson Type) . 

. Forceps, dissec:tiq, narrow .errateel type" 14' 5 em. lona: of i.S 
(Amerian Pattern) 

Forceps, tissue, regular typt, IX2 teeth, 14' 5 em. lonl Clf 8 .s. 
(Amer/can pattern) 

Forceps, sponge holdinl, with serrated jaw8, Icrew joint, 22' S eN. 
long Clf s.'. . 

Forceps, _terlixr. bowls, 31 c:m. lon, of arbon nee I chromiuM 
plated (Harriaon Type) 

Forcep~, sterlizer. in\trumenu. 26' 5 em. lon, of &.S. (Clleatle 1'yl'«') 

Porceps. til.ue, 4XS teeth, acrew joint, 20 em. 

Foroeps. dres'inl, stHilht, box joint, 26' 0 em. JODI of 8.'. 
Forceps, dress!.,., curved on flat, box joint, 2,'6 em.lona of •• s. 

Porcepa, inlClltinal (Til.lIe) box joint I 20 em. Ion, of u. (Badc:oel 
Type)-

Forceps, sponle holdinl, box joint, 24 . .2 em. lon, of 8.1. (Peereste r 
Type-Ameriean Pattern). . 

FOrcePI, timae, sx6 teeth, box joint, [6 em.lona of 1.1. (Allis T)1'Ie.' 

Scissors, atraisht, r8c:rn; 10Dl of •.•• (~ye Type). 

Scissors, curved on ftat,ll em. lona of s.i. (Maye Type J. 

Scls5On, excision, straitht, bluntlblum pOiDta, 10 em. IODJ of •••• 

ScislQrI. excision, blunt/blWlt point., curved on flat, 10' 0 an. 10llC 
of 1.1. 

SclelOl'l, dre.Uaa ttraiaht, blunt/blWlt pc:ibltI, 14 em. Ion, of '.s. 
ScillOR. dreaiDa. 0WVtd onftat. bhmt/bluiu: pointa. I .. an. of •••• 

Selnor,_. drellina, strailht. sharp/eharp point., 14 em. l0nl '.8. 
ScillO"'. 4.~iq. ItrMaht •• harp/shar p pointe,- I 1 cm. loft, •••• 



• 
• 

33.04-J5 

~.~-36 

'S.04-31 

~. 04-38 

27.04-39 

21.-

29. 04-71 

)0. 04-72 

31.04-73 

32.04-74 

33.04-17 

34. 04-78 

35.04-79 

36. 004-80 

37.04-82 

38.04-83 

39.06-11 

-40.06-'2 

41.06-r4 

0042. 06-1' 

43. 06-J.4 

44·cC-JO 

.----- ._-----------_._--
3 

SaltOn. c'.ressing, CUI"cd; cn flat, fharr/bll.ll't rt'ir.lf, 14 (m. lenc 
of S.s. 

SciIiOR. (tressilll. curved 01\ flat, ¥harpl.luIrp poirts, 14 em. lora of 
•• s. 

Scissors, (\reesi,. •• trailN, sharp/blunt points 17 em. lonl of s.s. 

Seisiors, (\ressing. curved on fiat. ~harp/hlunt points, 17 em. IODI 
of •.•• 

Scisaon, "reasing. curvCl'\ on llat. si1arp/aharp points. 17 cm. loq 
of 8.S. 

SaislOrs, banc\aa~, 18· S em. long of s .•. (Lister ,'ype). 

Scissors, bandage, 14' S C'l'I. 101ll of 1.5. (American Pattern). 

Scissors, bln<1qe, 14' 5 cm. long of carbon 8teel chromium plated 
(l\'Dl:ric:an Pattern) 

Scissors, operating, straight, sharp/blunt points, 14'S cm. long of 
8.'. (Am,rican Plttcm) 

ScissoJ'li, operating. atrlight, blunt/blunt pointH, lot· 5 em. 1011. 
of stain leu steel (American Pattern). 

Scis8ors, operatinjJ, curved on ftat, sharp/blunt poinls, 14' 5 CJIl 
. lona of LB. (American Pattern). 

Scissors, operaling. straigilt, sharp/sharp poinlw 14' 5 em. 10lli of 
s.s. (American pattern). 

ScissoR, straight, 16' S em. long of •••• 

Scissors, curVClt on tlat, 16' S em. long of •••• 

Scissors, curved on flat. J4'S em. long of 8.S. 

Scissors, operating. curved on ftlt, sharp/sharp poinltl, r4' 5 CIa. 
long of S.5. (Anterican pattern.) 

ForC4p8, haemo.tatic, mosquito, atrailht, box I2' S em. 10111 of '.8 
(HalltclII1 Type). 

Forceps, haemoltatic, mosquito, em"'eC1 on flat, box joint, II', 
Ion« of!.S. (Halstead Type) 

Forceps, haemostalic, CUMe.\ on flit, .crew joint, J4' 8 em. J'!11J ofe ••• 

ForC4PS, tissue 3X4 teeth, .cre ..... joillt IS' 5 em. Ion, of s ••. (AlIi, 
Type). 

FOI'C05PS, haemoJdatic, Ilrliahl, box joiDt, 13'0 an. 1II1II of .... 
(SpencerneU.' Type) , 

F~.,latemOltalic, tltraj,nt, box joint ~. S em. 100iI ote&ai'" 
s:cel (Spencerwell.' Type.) 

-~------- -.-----



I 

.. ,.06-31 

48.06-47 
"9.06-SI 

SO. 06-S2 

SI. o6-SS 
SZ. 06-61 

53.06-62 

S4.06-63 

SSe 06-6S 

57. 06-66 

59.06-61 

60.07-16 

61.07-17 

6.C. 01-10 

6,. 1109 

2 3 

Forceps, haemostatic, curvef'. on flat, bol( joint, 20' S can. Ion, of .... 
(Spenocr\\el1s' Type) 

Forceps, haemostatic, mosquito, Itraight, box joint 15 can. lana of" 
,tainle.. steel (Russian Type). 

Forceps, haemostatic, .tnight, bOl( joint, J6 em. long of atlin less. 
It~1. 

PorOCPI, haemostatic, curved on flat; box joint, 16 em. 10111 of 8.S. 

ForcepI, haemoatatic, curved on fiat box j:>int, llU the 16cD 
long of I.'. (Kocher Type). 

Forceps, haem'Jltatic, Itraight, bol( joint, IXl teeth, 16 ern Ions: 
oes.s. (Kocher Type). 

Clip, towelacrew joint, 10 cm. long of B.'. (8acbua Type). 

Forcep., haemoltatic, strlight, box joint, 1,,'0 cm. long of 8.1. 
(Crite Type-American Pattern) 

Foroepa, haem')static. curved on fiat, box joint 14'0 em. long ofs.s_ 
(Crile Typeo-American) 

Forceps, haemostatic, curved on fiat, boll: joint. 14 cm. lon3 ofa.s 
(C:ile Type-American pattern) 

Forceps, haemoltatic, curved on fiat, box joint. 16' 3 can.lona ofa.s_ 
(Maye Pcan Type·American pattern). 

Forceps, haemoltatic straight, box joint, 14 em, lona of I.S. (CdJe:." 
Type-American Pattern). 

Forceps, haomoBtatic, atrlight, box joint, 16' 3 10DS of s .•. ma,., 
Peen Type-American Pattern) . 

Forceps, haem'Jltatic, mosquitO, straight, box joint. 12' 5 em. 10JIC: 
of M. (Halstead Type-Americ!n Pattern). 

Forceps, haemostatic, mosquito, curved on fiat, Box Joint, 12' 5 ca... 
10111 of 1.8. (Halstead Type-AmeriC8Jl Pattern) 

R~ractor. 8mall, 6m111X22DlDl blade, of 8.'. (Lanpbeck 'I'ypc). 

Retractor! medium 13 mmx4S DlDl blade of 1.1. (Lanadlbedt ~)_ 

Retractor, large. 19D1Dl x S2 DUn blade of '.8. (Langehbec:k Type, _ 

Dissector, fin, WitJl probe. 19 can. lona of S.S. (watlOJl CbC7JlC:
Type). 

Awlialtor, botb ends threaded. J9 an. 10lIl of 8.8. 

Needle, aneurilm, curved laterall" S· 5 an long of •••• 



._--_ ... _---- --_ ... _-----_ .... __ ._-_._---. __ . 
:2 

IfYE SURGERY: 
I. ~-7S 

3 

Seinon, Iris. ItrRisht, tharp/sharp pointl, II' 5 cm. Ion, of '.11. 
(American Pattern) 

Sciasors, Iris, curved. on flat, aharp/.harp pointt, I I' 5 em. lona; 
of •••• (American Pllttem). 

DENTAL SURGERY: 
1. 10:-34 

2. 16-34 

3· 16-35 

4· 16-36 

~. 16-51 

6. 16-52 

7· 16-53 
a. 16-54 

9· I6-SS 

10. 16-58 
JJ. 16-59 
12. 16-60 

'3· 16-61 

'4. 16-62 
-63 

ENT SURGERY: 

I. 7l--()9 

Probe, dental, curved at aD angle, of •••. 

Blevator, dental. riabt of •• s. 

BleTator, dental left , of s .•. 

Elevator, dental, straight of .... 

Filling instrument NO.1 o( .i ••• 

Filling instrument NO.3 oh.l. 

Filling instrument NO.4 ofs.s. 

Filling instrument NO.5 of u. 

Filling instrument No.6 of b.H. 

Excavator, double ended No.1 of •.•. 

Excavator, double ended No.2 of •. 5. 

Excavator, double ended NO.3 of •••• 

Scaler, lmall beak shaped, NO.1 oC M. 

Scaler, large beak ahaped NO.2 of 8.ii. 

Knife, enamel, curved NQ. 3 of •.•. 

Set of middle ear micre IUfFl"Y inatrumenta (or Stapedectom . 
(12 iDlitrumentl in a Iterili2able .tainIeH Iteel rack enc:Joaed in a~_ 
attractive plutic cue). The inatrumenu are liven a apedal 
blCk finish to ayoid rellection of liabt. 

OBSTENICS &: GYNAESCOLOGY 
). 0:;-25 

2. 03-28 

3· 03-66 

4· 03-71 

5· 03-72 

.... 07-09 

7. 09-10 

Forcepa, cervicaI4xS teeth screw joint, 2170 an. Ion, of •• 8. (Ali-
Type) 

Forceps, yubellwn. uterine, lXI teeth, bex joint, 25 em. lon, oCa •• 
(Schroeder Type). 

Porcepa, yulldlum uterIne, C\U'ved on .ick, 3%4 teeth, box joint 
.3S.S em. )ODl or.... l Teale. Type). 

Porcept, OYUm, Itraiibt, with fincaerratioQl, box joint, 34'2 em 
lon,oh .•. 

Forceps, ovum ItraiJht, plaill, withc:v.t tiCerations, oo:r IOiDt, Z4'.l c:m. 
Jong of •••. 

Hook, I.U,C.D. 31 em. lou, oia.s. (Dr, Shirodtar'.) . 

Speculum, vaginal, larat, bJades Without fe~.trati('n. and Colc.ins. 
haDdlct, of carbon eteel chrcmium plated (Cuace Type). 



I. 09-11 

,. 09-11 

10. 09-13 

n. 10-07 

u. 10-11 

13· 17-Il 

l 

Speculum vajinal duckbill. doublended blade lize& 3' S CIIl. x 10' SCII\ 
and 2' 8 em. :It 10' S CIIl. of carbon ateel chromium plated. (Sim8 
Type). 

SpeclllllM, vaginal 8mall, with foldilll handles of carbon st~l chro
mium plated (Gusce Type). 

Deprenor, vqiD.a1. fenestrated workina ends. l' 8 CII\ X 2.8 Clil. 
and 2.40 ern.s 3' I em. 27 em long ora.s. (Sims Type). 

Sound uterine. with bulbous and 28 em. long of 5.5. (Graduate4 
from I em. to 20 em. \ 

Sound. uterine, 28 em. long of S.S. (Graduated from 4 to 20 CIIl.) 

Forceps, vulsel1um, uterine, powerfUl 2X2 teeth, box joint, 24 cal 
1"111 of I.S. (Mullcwn Type). 

J. GENERAL SURGERY 

l. EYE SURGERY . 2 

IJ 3. DENTAL SURGERY • 
-4. E.N.T. SURGERY 

s. OBSTBRICS Be GYNAESCOLOGY IJ 

oG_al SIlf'IIf'Y 
I. 02-13 

2. oa-IO 

3· 02-12 

4- 02-38 

S· 02-41 

~. 03-21 

7· 03-22 

3. 03-23 

,. 03-24 

10. 03-29 

11. 03-30 

12. 03-S0 

13· 03-6 S 

Forceps, di •• ecting, fine, narrow serrated type 12 em. JODI of B ••• 
(Adlon Type). 

Forc:epa, dialCCtina, fine, In teeth. with serrations, 12. em. IODI 
of '.8. (Adaon Type). 

Forceps, diuecring, fine IX2 teeth (without aerrations) 12 em. IODa 
of 1.1. (Adson Type). 

Forceps. di.sccting, narrow lenttee! tip., 14' S \.1tI. lone of I.S. 
(American Pattern) 

Forceps, tiuue, regular ripe, IX2 teeth, 14' 5 em. lonl of •. s. (Ameri-
can pattern) 

Forceps, BpoDJe holc:ing, with lerrated jaws, IICI'CW joint, 22' 5 ca. 
lone of 1.1. 

Forceps, sterilizer, bowls, 31 em. 10Dg of carbon ateel chromiua 
plated (Harriaon Type) 

Forceps, stc~i1izcr, instruments, 26· 5 em. long of 8.'. (Checle 
Type). 

Forceps. tiasue 4XS t~th. screw joint, 20 em. 
Forceps, dressing straiIbt. box joint, 26. o. an. 10Dl of .... 
Forceps, dressing, curved OD flat, box jbint, 2S' 6 em. 1001 of .... 
Forceps, inteStinal (Tiuue), bo& JaiDt, mem. IODl of I.' (s.a.cl 

Type). 
Forcepa. lpoaae holdbla, box loLat, 24' 2 em. 1001 of 1l.B. (Peentet 

Type-ADlericaD Pattem). 
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APPENDIX XXD.B 

(Vid, para 4, 77) 

SlIAtlMtlll sJrowint 1M ",l"., to flJ1tich Iht plant DIal abl, 10 aclJUv' ,hi /lfr".aiw pl4tr 
dtIriIII 1972-73 and 1973-74 tmd C"UlltlrY wiI. IIIInIftQry of production Pfffomttme' 

/lfaitul p'rJ/lfaiv, pi"" 
Performance against perspective plan 

(in luh oos,) 

-. -- .•. ~~.--- --- --- -,------_ .. _-------
1973-73 

lnttrwnents 
1973-741 

Numbers in Value Numbers in lacs Value 
lacs 

Plan actual Plan actual Plan actual Plan Actual 
upto 

31-1-74-

-----
2 3 4 S 6 7 8 9 

(R., in, lacs,) (Ra, in lacs,) 

INditMDUS : 

1, Surgicaiinatru-
menta: 

Box Joint 1'14 0' 13 20'92 2'36 I'4S 0'07 36'69 I' 3'-

Stilton, o's6 0'06 8'82 0'76 0'76 0'07 12'20 1'14. 

SpriDi lst, 0'34 0' 10 2'70 0'84 O'SO 0'06 3'98 0'.3 

_ New Items o'6S 12'66 

TOTAL 2'04 0'29 32'44 3'96 3'36 0'20 WS3 2' 93-

2, Decachable Blad.ea 
and handles 10'OS 7'3S 

3, Conawnerltems 
aDd Scillon, 0'30 0'29 3'00 4'67 0'73 0'07 S'oo 1'37 

~, Job Orden, 18'00 9'60 30'0 ]'aJ 

Grand. Total 2'34o'~8 52'44 18'23 14' I. 0'27 87'88 7'53 

418 , .. ...... ". 



4 1 9 

3 04 5 6 7 8 9 

Export: 
I, Box JOint I~8z 1'80 aJ',z 31'·3911 2'ZO 0'48 aB'B4 5'99 

.2, Hollow Handle 0'83 1'37 9' 13 14'~3 0'50 0'35 6' II 3'94 

3, Knives 1'07 1'19 5'65 7'31 1'00 1'08 6'55 6'99 

4, Scissor8 0'26 0'26 2'3z 2'28 0'30 0' 30 3'90 2']1 

S' Sprint Iftll, 0'74 0'84 ]'21 4' 104 1'00 0'28 4'78 I' %I 

6, 0'50 0' 54 0' 59 0' 54 

.7, Others 0',2 0' 10 S' 33 0' 33' 

TOTAL 5'74 6'10 47'75 50'62 5'00 2'49 50' 18 20'44 
---- . -,._---_._ .. _---- .... _--... -........ 



APPENDIX xxln 

(Vide para 5'21) 

Ministry of Petroleum and Chemicals Resolution ooted 8-2-1974 

SUBJt;CT: -Constitution of Committee on the t\rU~ and Pharma
ceuticals industr;v. 

S.O. 98 (E) :-In the conic of the large-scale expansion of the 
Grugs and pharmaceuticals industry envisaged during the Fifth 
J'ive Year Plan, with a view to ensuring the regulated and rapid 
«rowth of drug manufacture, anet further with a view to ensurini 
that all essential drugs are made available to the consumers at 
reasonable prices. Government have decided to constitute a Com
mittee with the following memberships:-

1. Shri J aisukhlal Hathi, M.P. 

Members 

2. Shri Yashpal Kapur, M.P. 

3. Shri Vasant Sathe, M.P. 

4. Shri Ranen Sen, M.P. 

5. Shri K. S. Chavda, M.P. 

6. Shri C. M. Stephen, M.P. 

7. Dr. M. L. Dhar, 'Director, CentJ:,al Drugs Research Insti
tute, Lucknow. 

8. Dr. B. D. Tilak, Director, National Chemicals Laboratory, 
Poona. 

9. Shri S. S. Marathe, Chainnan, Bureau of Industrial Colts 
of Prices. 

10. Shri Vinod Kumar, Joint Secretary, Ministry of Petroleum 
and qhemicals. 

11. Shri P. S. Ramchandran, Drug Control, DGHS . 

.po 



12. Dr. B. Shah, Dy. Director General, DGTD. 

i3. Dr. B. V. Ranga Rao, Centre for Studies in Science Policy.,. 
Jawaharlal Nehru University. 

14. Shri M. K. Rangnekar, Commissioner, Food and Drugs 
Administration Government of Maharashtra, Bombay. 

~~ber-SecTetaTy 

15. Dr. P. R. Gupta, Adviser (Drugs) Ministry of Petroleum 
and Chemicals. 

2. '!'be Committee will examine and report upon the following 
matters:-

(i) To enqwre into the progress made by the industry and the 
status achieveft by it. 

(U) To recommend measures necessary for ensuring that the 
public sector attains a leadership role in. the manufac
ture of basic drugs and formulations, and in research and 
development. 

(iii) To make recommendations for promoting the rapid 
growth of the drugs inri.ustry and, particularly. of the 
Indian and small scale industries sectors. In making its 
recommendations the Committee will keep in view the 
need for a balanced regional dispersal ot the industry. 

(i'f) To examine the present arrangements for the flow of new 
technology into the industry, anri. make recommenda
tions therefor. 

(v) To recommend measures for effective quality control of 
drugs and for rendering assistance to small scale units in 
this regard. 

(, i) To examine the measures taken so far to reduce the 
prices of drugs for the consumer, and to recommend such 
further measures as may be necessary to rationalise the 
prices of basic ri,rugs and formulations. 

(vii) To recommend measures for providing essential drugs 
and common house-hold remedies to the general public, 
especially in the rural areas. 

(viii) To recommend institutional and other arrangements to 
ensure equitable distribution of basic drugs anrt raw 
materials especially to the ~ll Scale Sector. 



3. The Committee will aseertain and take into consideration the 
views of the State Governments and other interests concerned, as 
may be found necessary. 

4. The. Committee's headquarters will be at New Delhi. 

5. All Secretariat assistance required. by the Committee will be 
:provided by the Ministry of Petroleum and Chemicals. 

6. The Committee will meet as often as may be considered neces
sary by the Chairman and shall submit its final report to Govet"n
ment within six months. The Cpmmittee may also, at its discre
.tion, submit interim reports on specific matters from time to time. 

ORDER 

Ordered that this Resolution be communicated to all the Minis
tries of Government of India, all State Governments, the Comptrollel' 
& Auditor General of Ind'ta. Accountant General, Commerce, 
Works & Miscellaneous, and Accountant General Central Revenues. 

Ordered also that the ResolUtion be published in the Gazette of 
India for general information. 

. 'i 

[No.3 (26) 173-CH. III] 

Sd/- P. K. Dave, 
Secretary . 



APPENDIX XXIV 

(Vide Para 6' 12) 

Stat,ment showing the original as well as revised targets 0/ Sales of IDPL's own /1rodfl&ts 
and the actuals th,r, against dfITing 1968-69 to 1972-73 ~nd 1973-74 (uPtn Not,emher,1973 . 

(Rupees in LaIche) 

1968-69 1969-70 

OriliDal Revised Actuals Original Reviled ActuaII 
Budget Budget Budget Budget 

I 2 3 4 5 6 7 

I. Antibiotics Plant: 

Bulk, 10,51 8,39 100'00 109'87 49'93 

Formulations 1,436' 37 61'05 II' 76 428'85 259'82 86'88 

TOTAL 1,436' 37 71' 56 20'15 528.85 369'69 136'81 

2, SyntheticD·ugsPlant: 7 

Bulk . 186'10 32'98 Breakup 173'09 191'88 Break up 

Intermediates 43'28 19'30 N,A, 37'60 57'50 N,.\. 

Formulations 483'28 81' 23 able 395'29 233'82 able 

TOTAL: 712'66 133'SI 60'96 605'98 483'20 326'17 

3. Surgicallnstru-
menta Plant. 

Surg.lnst, _ 30'00 30-00 17'83 40'00 39'00 16-29 

B~neering jbs, & 
hers. - 10'00 1'50 2'26 20'00 4'00 1'84 

Spl, Blades. 1'75 

Handlea 0'35 

TOTAL 40'00 31'SO 20'09 60'00 43'00 18'13 

QJtAN1) TOTAL 2189'03 236'57 101'20 1,194' 83 795-89 481'11 
--. ----.~ -------., .. ----

N,B, I, Tae above salea exclude the sales ofimported bulk dr ... amou ntina 310'14 
lakha duriol 1970-71 and Ri,111-~7Iakha during 1971-72, 

423 
625 L.8,-28, 



424 

1970-71 1971-72 

I 2 3 4 j 6 7 

I, Antibiotlcs 
Plant 

Bulk 299'97 208'28 208' 57 467'26 343'96 253':11 

Formulation. 870'84 329'63 280'91 691'97 671'83 482'17 

Total 1,170' 81 537'91 489'48 1,159' 23 1,015' 79 735'44-

2, Synthetic 
nru .. Pnant 

Bulk , 385'65 385'86 250'32 683'95 285'32 261'28 

Intermediates 10700 51'58 •• 67'50 58 ,,0 ". 
Formulations 477'88 161' 08 285'07 252'38 538'53 547'96 

-& 

Total 940'53 598'52 53S'39 1,003' 83 882'55 819'24 

3, Srugical 
Instruments 
Plant: 
Sur" Ins, , 44'go 48'46 38'48 85'50 67'00 52'19 

En" Job & Othen 25'00 IO'S4 5'93 14'50 13,00 11,65 

Spl, Blades, I. 75 

Handles 0'35 

72'00 59'00 44'41 100'42 80'00· 63'84 

481' II 21,183' 34 1,19S' 43 1.069' 28 2,263' 48 1,618' S 

2, *Bxcludes cash subsidy of Rs, 2'00 lakhs on exports, 

3, "The sale of "Intermediate" have been inc1wkc1 under 'Bulk' 
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APPENDIX XXVD 

(Vide paras 7' 15-7' 19) 

Stat~nent showing Loans due for repayment during the six year 1973-74 to J978-7i 

Year AmoWlt 
(Rupees in Lakh.) 

1973-74 655' II3 

1974-75 789'054 

1975-76 3368'054 

1976-77 793'747 

1977-78 4So'~ 

J978-79 232'497 

6228'709 

IDs,Per 
IDPL&PBR 
soMin. 

Interest 'Jue for payment on existi"g loans for rix years J973-74 to J978-79 

1973-74 

J974-75 

1975-76 

1976-77 

1977-78 

1978-79 

Note :- Arrear of interest due and remainina unpaid ': 

1970-7J • 

1971-72 

1972-73 e, 

430 

.~ 

25 1 '54 

267'23 

371'70 

a7J'7° 

420'70 

42°'70 

1903'57 

182'52 

202'58 

14'43 

399"3 



APPENDIX-XXIX 
(Para 7,20) 

Statement showing the financial Position for four years :-
(Ruppes in Lakhs) 

1971-72 1972-73 

---x:-------------------------------------------------------------
Liabilitiea 

(a)}Paid up capital including shue app
lication money pending allotment 
shares) 

(b) Borrowings 
(i) From the Government of India 

r(ii) From the State Bank of India • 
: (iii) Deferred payment liability to 

foreign suppliers 
(c) Trade dues and other current liabilities 

(inCluding provisions and interest on 
loans) 

Asset 
(d) Gross block 

(e) Less Depreciation 

5069'60 5519'60 5855'60 5,425'60 
127'00 230'16 399'11 489'91 

(f) Net fixed assets 4II5'03 4020'43 3920'43 3,798'74 

(g) Capital wcrk-in-progeess (including 
plant & machinety in-transit and 
awaiting erection) 298, 12 276' 76 208, 61 226, II 

(h) Expenditure during construction 
period pending allocation 

{i) Investrents (including those lodged ' 
by outside parties) 7'31 

(j) Miscellaneous expenditure 69' 94 70' 32 60' 17 51' 52 

(k) Current assets, loans and advances, 1394' 88 1813' 08 %419' 61 2403' 39 

(I) Cumulative loss 

Total 

(m) Capital employed 

(n) Net worth 

5092 '67 5058'86 5297'48 5192'84 

185:31 (-)444:10 (-)766, 12 507'41 

Note: I. Ca~ital employed repreaentl net fixed •• aeta plul workil1l capital 
Note : 2. Net worth represents paid-up capital less intanaibJe IIsetS. 
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APPENDIX-XXXU 

Summary of Conclusions/Recommaootions 

Reference to 
Para No. In 
the Report 

. Summary of 
conlusions/ 
Recommen dations 

2 

1.18 
to 

1.20 

3 

The Committee regret to find that even 
though the Bureau of Public Enterprises had 
asked, as far back as in November, 1970, all the 
Government companies to formulate a state
ment of their objectives/obligations clearly and 
communicate the same to Government, the 
Indian Drugs and Pharmaceuticals Ltd., has not 
done so till now. The Committee were informed 
that it is only recently that the statement of 
omjectives/obligations has been prepared and is 
still awaiting consideration of the Board of 
Directors. There has thus been a delay. of more 
than three years even in formulating their 
objectives. The Committee are unhappy that 
even the Ministry's representative on the Board 
of Directors failed to impress on the company the 
need to formulate its objectives early. The 
Committee trust that ,IDPL would finalise the 
statement of objectives without any further 
delay in the absence of which critical evalua
tion of the performance of a Government Com
pany becomes difficult. 

The Committee are not sure as to how many 
more such undertakings are yet to finalise their 
statements of Objectives/Obligations as required 
by the Bureau of Public Enterprises in their cir
cular of 1970. The Committee recommend that 
the Bureau' of Public Enterprises should imme
diately take stock of the position and finalise 
the matter without further delay. 
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3 

The Committee also reiterate their recorn-' 
mend~tion in paragraph 1.44 of their 40th Report. 
(1973-74) on Role and Achievements of Public 
Undertakings and trust that Government before 
long would bring a comprehensive White Paper 
setting out, inter alia, the financial, economic and 
social objectives of each of the Public Under
takings. 

In para 5.3 of their 46th Report (1968-69)' 
the Committee had pointed out that the project 
estimates of the Antibiotics Plant, Rishikesh 
were revised five times during the period 1961-
68. As against the original estimate of Rs. 15.75 
crores the estimate prepared in 1968 was for 
Rs. 26.32. crores. Thereafter revised estimates 
were prepared in December, 1970 and approved 
by Government in August, 1971. As against the 
revised estimates of Rs. 27.43 crores approved by 
Government in August, 1971 the actual expendi
ture upto 30th November, 1973 was stated to be 
Rs. 26.77 crores. The Committee find that though 
the average actual expenditure has pot exceeded 
the estimate of Rs. 27.43 crores approved by 
Government, there has been an excess of more 
than 20 per cent in the case of Commissioning 
ExpenseS. The increase in the estimates revised 
in December, 1970 and approved by Government 
in August, 19'71 . over the estimates of August, 
1968 was stated to be mainly because of increase 
(18.14 lakhs) in estimated outlay on new works, 
and provision made for outlay on protocol works 
(Rs. 50.99 lakhs) which was jointly agreed upon 
between the Russians and the Indian Technolo
gical Team in 1969 to set right certain im
balances and deficiencies in the plant, provision 
for 360 residential quarters (Rs. 42 lakhs). The
Committee find that while October, 1966 esti
mates did not take into account the commis
sioning expenses . and interest on Government 
loans the estimates of August, 1971 did not 
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include an amount of Rs. 10S.T1 lakhs repre
senting the capital outlay on a number of works. 
It was admitted by the Undertaking as well as 
by Government that non-inclusion of the pro
ject estimates approved in 1968 of the expendi
ture on conunissioning and interest on Govern
ment loan was an omnUssion. The Committee 
were assured that Government do not expect 
any further rise in the estimates beyond what 
was sanctioned in August, 1971. The Commit
tee are concerned to note that the project esti
mates in the case of Antibiotics Plant, Rishikesh 
had to be revised a number of times and each 
time one or the other provision was found to be 
lacking. The Committee recommend that project 
estimates should be drawn up realistically and 
prOvision made for all essential items so that 
these estimates have not to be revised so fre
quently. The Committee also recommend that 
Government should view with concern any cases 
wherever the actual expenditure on sub-heads 
of estimates exceeds the approved estimates by 
more than 10 per cent so that remedial and 
other action could be taken in time. 

2.25 The Committee also find thu owing to delay 
in the completion of the Project the stay of 
Soviet Experts had to be prolonged. As against 
the provision of Rs. 30.20 lakhs in August, 1968 
towards the cost of Soviet Experts, the actual 
expenditure upto 31st March, 1972 had been 
Rs. 62.66 lakhs. The Committee find that the 
contract did not envisage sharing of the expen
diture by the conaborators in cases where the 
extension was owing to limitations in the plant 
and equipment. The contract was also silent as 
to the Collaborators responsibility for loss of 
production due to mal .. functionin'g of plant and 
equipment. Government have agreed that "con,;. 
tracts with collaborators should make clear pro
visions for sharing an expenditure on experts in 
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such circumstances." The Comroitee recom
mend that suitable guidelines may be issued in 
the matter so that such lapses do not occur in 
any of the public undertakings. The Com
mittee need hardly stress that agreements with 
collaborators should be drawn up most carefully 
so as to safeguard public interest. 

In para 4.02 and 4.03 of their 46th Report 
(1968-69) the Committee had pointed out that 
the Detailed Project Reports did not contain 
any time schedules for completion of the plants. 
The Committee find that according to the sche.; 
dule time for commissioning fixed in September, 
1966, Tetracycline, Oxytetracycline and Nystatin 
Sections were scheduled to be commissftmed in 
December, 1967, February, 1968 and May, 1968 
respectively. In April, 1967 the scheduled dates 
of commissioning were revised to March, 1968; 
September, 1968 and July, 1968 respectively; 
Tetracycline Section could be commissioned 
only in January, 1969 resulting in a delay of 12 
months with reference to the 1966 schedule and 
9 months with reference to the revised schedule 
of 1967. Oxytetracycline Section was actually 
commissioned in December, 1969, the delay 
being 22, months with reference to the original 
dates and 15 months with reference to the revis
ed schedule. In the case of Nystatin Section 
which was commissioned in January, 1971 the 
delay has been the maximum, that is, 32 months 
with reference to the original schedule and 30 
months with reference to the revised schedule 
of April, 1967. The Management had attributed 
these delays to the late receipt of drawings and 
change in the layout introduced after the arrival 
of the Soviet Experts; changes in technology; 
difficulties regarding sterility conditions, and 
difficulties in the air-conditioning system. The 
Committee were informed that the management 
were taking remedial measures for modification 
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in the air supply system, reduction in the steri
lity areas, change in technology etc. The 
Committee are distressed to find the long delays 
in the actual commissioning of important pro
duct sections like Tetracycline, Oxytetracycline 
and Nystatin Sections. The Committee recom
mend that every effort should be made to mini
mise such delays so' as to avoid any loss in pro-
duction. ' 

The Committee note that the operational 
experience of Antibiotics Plant, Rishikesh gain
ed during production from May, 1968 onwards 
had revealed a number of deficiencies in the 
equipment and systems which were subsequently 
studied by the Soviet Experts who visited the 
plant from 2nd September, 1969 to 5th October, 
1969 with the help of Indian Tehnologists. As 
against the original design capacity of the Plant 
of 290 tonnes or 3,70,250 ml.rds. per annum, the 
Maximum attainable capacity was put by the 
Soviet side at 3,15,8Oi~ ml.rds .. and by the Indian 
side at 2,55,000 ml.rds. which is 19 per cent less 
than the capacity assessed by the Soviet Team .. 

The Committee were informed that the 
Russian assessment was based on the efficiency 
and time cycles which had already been achiev
ed in similar plants in the Soviet Union and 
which were also capable of achievement in 
India once the technology was mastered. Ac
cording to the plant however, the capaity as 
assessed by the Soviet Team could not be attain
ed unless certain essential facilities were pro
vided. The outlay for such facilities was esti
mated at Rs. 108.77 lakhs. The Committee are 
unhappy at the derating of the plant's capacity. 
The Committee hope that with the additional 
facilities proposed to be provided it would be 
possible for the plant to achieve the capacity 
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as assessed by the Russian Team. The Com
mittee recommend that a close watch may be 
kept by Government to see that expenditure on 
such additional facilities does result in higher 
utilisation of capacity and stabilisation of pro-
duction. ' 

2.41 The Committee note that it has not beerl 

7 

825 LS-29 

2.50 
to 

2.52 

possible for the company to persuade the medi· 
cal profession to use Chlorotetracycline Hydro
Chloride for human treatment nor it has been 
possible to use it as animal feed supplement • 

• ' Subsequently, the Company ha~ deleted ChlClro-
.: tetracycline from the plant's product-mix and 

have diverted equipment of the value of 
Rs. 36.72 lakhs (out of Rs. 65.55 iakhs) fot 
mef'tin-; t1';." deficiencies in other Sections and 
equipment valuing lts. 9.11 lakhs is likely to be 
used for the production of Griseofu1vin. The 
Committee find that even after such decision, 
plant and equipment of the value of Rs. 19.17 
lakhs will still be lying unutilised. 'l'he 

'I Management claim that the major portion of 
the equipment will be utilised in the hpansion 
programme to be finalised. '!'he Committee are 
sorry to observe that determination of product· 
mix without adequate demand survey had re· 
suIted in equip.ment value about Rs. 19 lakhs 
remaining idle. The Committee expect that the 
expansion programme would be finalised after 
a detailed market survey of the products and 
the surplus plant and machinery would be put 
to be,;t use. 

Analysis of production performance of Anti· 
biotics Plant, Rishikesh indicates that except 
for Streptomycin Sulphate and Oxytetracycline 
in 1969·70 (where the original targets were reo 
.vised upwards by 2'().1 per cent and 73 per cent 
respectively), the production targets of rest of 
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the antibiotics during all the years were cur· 
tailed drastically in the revised estimate8~ '\....-~£ 
Committee find that even these revised tUgeb ~ 
could not be achieved in all the cases ext:ept for 
Sodium Penicillin, Streptomycine Sulphate and 
Nystatin in 1971-72 and Tetracycline HcI. in 
1968-69 and 19'71-72. 

The main factors responsible for non-attain
ment of the planned production were stated to 
be non-attainment of efti.ciency compared to 
reglement norms, technological problems, lack 
of sterility, clarity and colour; lower potency of 
streptomycine resulting in heavy rejectionsj 
failure of the water supply system in 1970-71 on 
account of Alaknanda floods and power fluctua
tions and non-availability of materials of requi
site speCifications in desired quantities. 

The Borker Committee instituted by Gov
ernment to study the working of the Antibiotics 
Plant, Rishikesh has concluded that the-..majoI 
problems of the plant are two-fold vii.; serious 
shortfalls in all the products ad' uncommon 
degree of process and product failure in all 
stages of production. The Conunitee also point
ed out that the main causes which have operat
ed to the deteriment of the plant in varying 
degrees have been inadequacy of the equip
ment or plant design process, assimilation of 
process technology, lack of proper rapport bet· 
ween management and the workers. Govern
ment have assured that once corrective action is 
ltaken by the Plant in the light of the recom
mendation made by the Borker Committee it 
would be possible to attain the envisaged capa
cities. The Committee also recommended that as 
the production in the plant has continued to be 
far below installed capacity, thereby affecting 
not only the economics of the plant but also 
reducing the indigenous availability of essential 
antibiotics, GovemmentlManagement should 
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bend all their energies and see that the plant 
reaches the installed capacity soon and all impe
diments in the way of production are removed. 

The Committee were informed that the Min
istry had accepted all the recommehdations 
made by the Boarker Committee except recom
mendations at Serial No.9, 12 and 17, which have 
been modified. The Committee urge that the 
recommendations made by the Borker Com
mittee may be implemented and corrective 
action taken without any further delay in the 
light of those recommendations. 

The Committee note that in 1972 Antibiotics 
Plant accounted for 44.5 per cent, 34 .. 4 per cent 
and 80.8 pet cent of the country's licenced capa
city for Penicillin, Streptomycin and Tetra
cycline and its derivatives respectively. The 
actual production 'of these drugs in the Anti
biot~s Plant, however, represented 19.8 per cent, 
12.8 per cent and 27.1 per cent respectively 
of the total production in the country during 
1972. The comparative study of the perform
ance of public and private sector for production 
of these drugs indicates' that the share of the 
Antibiotics Plant in the overall production of 
these drugs in the country was commensurate 
with its share in the overall production capa
city. On the other hand the production of 
producers in the private sector was generally 
more than their licenced. capacity. In this con
nection the Committee understand that action to 
be taken on firms for exceeding the permIssible 
capacity was under consideration keeping in 
view the ountry's demand for these drugs. The 
Committee find that had Antibiotics Plant 
achieved the production according to its capacity, 
in respect of Oxytetracycline, imports in 1969-
70 and 197{)"71 would not have been necessary 
and even in 1971-72 the import of this drug 
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could have been reduced by one-third. 'I'be 
Committee find that during 1972-73 import of 
products in the production range of IDPL amoun
ted to Rs. 54 lakhs. The Committee recommend 
that Antibiotics plant shoUld take concerted 
measures to m::hieve installed capacities of its 
various products in order to avoid dependence 
on imports to that extent. 

The OommittEle find that according to 
Fifth Plan proposals the capacity of the Plant is 
proposed to be increased by the end of 1978-79, in 
the case of Penicillin from 105 MMU to 137.2 
MMU, in the case of Streptomycine from 85 
tonnes to 120 tonnes, and in the case of Tetra
cycline from 22 .. 8 to ~ tonnes. An autlay of 
Rs. 40 crores has been proposed for inclUSIon in 
the 5th Plan. The Committee also find that 

_ Government are actually having discussions 
with the drug manufacturers to examint> the 
possibilities as well as the means as to how the 
projected requi,rements of. the various antibiotics 
for the Fifth Plan period could be achieved by 
the industry. The Committee desire that early 
decision should be taken by Government in 
this regard and the target to be achieved by 
IDPL and other Units in the public sector clear
ly laid down so that concerted measures could 
be taken to achieve it. The Committee need 
hardly stress that the pragress achieved should 
be closel,y monitored to resolve in time diffi
culties which may be experienced in achieving 
the targets and to take other timely remedial 

, -: measures. 

The Committee recommend that the target 
fixed for the SUi Plan for raising the availability 
of Antibiotics in the country during the plan 
period should be achieved in full and no efforts 
should be spared in that direction. 
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10 2.86 The Committee note that as far as Pencillin 

is concerned, the ratio of batches harvested to 
inoculators charged has gone up from 0·43 in 
1969-70 to 0.61 in 1~72-73 and to seed vessels 
charged from 0.74 to 0.86. In this connection the 
Committee have, however, found that the Man. 
agement have not laid down &tny norms with 
regard to the number of batches harvested to the 
inoculatorslseed vessels charged. The Manage
ment also do not appear to have assessed the 
loss on account of the drained inoculatorslseeci 
vessels. It has been stated that the norms could 
not be laid down "on account of non-stabilisation 
of the technological regime and power feed to 
the plant." The Committee note that the per
centage of batches contiminated to batches har
vested has come down from 19.29 in 1969-70 to 
15.11 in 19172-73. The Committee recommend that 
a careful watch should be kept to see that batches 
which become unfit for harvesting due to con
tamination are not processed, as harvesting of 
such contaminated batches affects the recovery 
efficiency. The Committee were informed that 
Indian Statistical Institute has carried out some 
studies for controlling the bio-chemical fermen
tors and has suggested some rules for harvesting 
the batches on the basis of activity at definite 
intervals. The Committee recommend that the 
rules suggested by the Indian Statistical Institute 
should be considered after carefully weighing the 
advantages of the adoption of these rules vis-a
vis use of standard curves for conducting the bio
synthetic activtty in fermentation. The Com
mittee fUrther find that average activity ~nd the 
yield of filtered broth per batch has varied wide
ly from month to month and year to year. Al
though the activity per u! ml was much higher 
than Protocol norm on a number of occasions 
(highest activity achieved in February, 1972 be
ing 11,800 ulm}) the Committee find that the ... 

-;r-
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average activity was only 6321 u!ml in 1969-70, 
6830 ulml in 1970-71, 7292 ulml in 1971-72 and 
7687 u/ml in 1972-73 respectively which was less 
than the protocol norm of 8000. Similarly, as 
against the protocol norm of 258.4 mlrds of filter
ed broth per batch, the highest achieved was 
245.2.'3 mlrds in February, 1972. The Committee 
fail to understand as to why the higher rate of 
activity attained in February, 1972 could not be 
sustained continously. The Committee recom
mend that a careful analysis of the constraints in 
this regard should be made with a view to taking 
suitable measures. The Committee also find that 
the fermentation cycle (except in August, 1969) 
and the total time cycle were also much above 
the protocol norm. 'the Plant did not achieve 
the protocol level of harvesting 830 batches per 
annum in any of the years, notwithstanding, the 
fact that three additional fer mentors had been 
utilised in 1971-72. 

The C()mmittee also find that the total time 
cycle during 1969-70, 1970-71 and 1971-72 was 
59712: hours, 94162 hours, 122636 hours respective
ly as against the product norm of 109200 hours 
thus indicating that the fermentators were not 
utilised to the full extent in 1969-70 and 1970-71. 
The Committee note that in 1971-72, the plant 
pressed into service these additional fermentors 
involving a total utilisation of 17742 hours. 

The Committee would like that the Manage
ment should go into the causes of non-attainment 
of protocol norms and take ,suitable measures 
to remove the constraints. . t' 

The Committee ftnd that the recovery effici
ciency from native solution to potassium peni
cillin as indicated in the protocol is 72.4 per cent. 
But during 1969-70 to 1973-74 (September, 1973) 
the recovery effiCiency achieved by the plant haa 
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ranged between 56.82 per cent to 62.77 per cent. 
The result of this low yield has been that short
fall in production in tp"""nS of value with refer
ence to selling price was Rs. 32.86 lakhs in 1969-
70, Rs. 45.44 lakhs in 1970-71, Rs. 54.90 lakhs in 
1971-72, Rs. 76.59 lakhs in 1972-73 and Rs. 31.49 
lakhs in 1973-74 (upto September, 1973). The 
Committee have been informed that in order to 
rectify this situation, the Management have taken 
certain steps which include rectification of the 
design defects, installation of two more centri
fuges and one vaccum shelf dryer, installation of 
stainless steel column for the distillation of spent 
butanol, replacement of Rossia Extractors by 
Luvesta Extractors. The installation of Luvesta 
Extractor is likely to improve the efficiency by 
about 10 per cent. The Committee recommend 
that efficiency of these measures may be kept 
under constant review so that the requisite pro
tocol efficiency can be achieved. The Committee 
would also like to be informed about the utilisa
tion Rossia Extractors. 

The Committee find that the conversion em-
and ciency from potassium penicillin to sodium and 

2.111 Procaine penicillin as indicated in the protocol 
was 83 per cent and 86.5 per cent respectively. 
But during the years 1969-70 to 1973-74 (upto 
September, 1973) it was possible for the plant to 
achieve conversion efticiency between 53.36 per 
cent to 66.38 per cent only. For production of 
procaine penicillin, efficiency ranged between 
67.38 per cent to 81.21 per cent. The value of 
shortfall with reference to selling price in the 
case of sodium penicillin has been estimated at 
Rs. 34.67 lakhs in 1969-70, Rs. 45.64 lakhs in 1970-
71, as. 52.68 lakhs in 1971-72, Rs. 29.48 lakhs in 
1972-73 and Rs. 1.72 lakhs in 1973-74 (upto Sep
tember, 1973). In the case of Procaine Penicillin 
lower tw'Inversion efficiency as compared with pro-

------------_._-------
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tocol norm has resulted in shortfall in proc!uc., 
tion to the extent of Rs. 22.03 lakhs in 1969-70. 
Rs. 22.36 lakhs in 1970-71, Rs. 9.26 lakhs in 1971-
72, Rs. 13.44 lakhs in 1972-73 and Rs. 0.40 lakhs 
in 1973-74 (upto September, 1973). The Com. 
mittee find that shortfall was more pronounced 
in the case of Sodium Penicillin. In this'ronnec
tion, the Borker Committee observed that IIsteri. 
lity areas where both Sodium Penicillin and 
Potassium Penicillin were made earlier were too 
vast and~quipment used was rather cumbersome 

fo.r sterile operations. The new areas and the 
new processes were commissioned in August
September, 1973. 

The Committee note that although substantial 
loss of production was taking place right from 
the beginning on account of low conversion effi
ciency, the Management did not take prompt 
action to locate the reasons and remedy them. 
The Committee recommend that Government 
shOUld find out the reasons fot' not taking prompt 
action. The Committee would like to be inform
ed about the effect of new areas and· new pro
cesses on the recovery efficiency of Potasium, 
Sodium and Procaine Penicillin. 

The Oommittee find that in the case of 
streptomycin sulphate the ratio of batches har
vested to the inoculators charged ranged between 
0.34 to 0.41 during the period 1969-70 to 1973-74 
(upto September, 1973) and to seed vessels charg
ed 0.75 to 0.78. The management have not laid 
down any norm as to the number of batches 
harvested to the inoculators/seed vessels charged 
nor have they assessed the losses on account of 
the draining of inoculators/seed vessels. The 
Committee also find that the percentage of con
taminated batches to batches harvested ranged 
between 35.67 to 51.97 during 1969-70 to 1973-74 
(upto September, 1973). According to the Mana-



1 

15 

447 
~. --._._-. ---- ._------ . ---_ .. _----. ., ----- --

2 

2.138 
to 

2.140 

3 
----------

gement the probable reasons for contamination 
of batches 'were; drawbacks duri,ng charging de
fective charging or undetected contamination 
passed from seed vessels, defective oil system, not 
holding of valves in the running cycle. It would 
thus appear that the contamination of batches 
was due to operational factors and was thus lar .. 
gely controllable. In view of this it is not clear to 
the Committee as to why concerted and deter
mined measures could not be taken by the Plant 
management earlier to set right the deficiencies 
which continued to affect adversely the opera
tions year after year. The Committee recom
mend that necessary corrective measures shOUld 
be taken without further cielay so as to minimise, 
jf not eliminate, the percentage of contiminated 
batches. 

The overall yield of filtration per batch was, 
115.70 mlrds in 1969-70, 140.13 mlrds in 1970-71 
and '118.53 mlrds in 1971-72 and 116 mlrds in 
1972-73. The Committee also find that as against 
the protocol norms of 162 mlrds of filtered bl"oth 
per batch, the highest achieved was 191.42 mlrds 
in June, 1970. The Comm:ttee have been inform
ed that "low yield is mainly due to unstable 
power feed to the plant and wide variation in 
the quality of raw material." 

The Committee also note that the total time 
cycle was much higher than the protocol norm. 
In this connect;on, the Committee were inform
ed by the Government that "low utilisation of 
production fermentator has been due to charging 
of less number of batches to avoid the problems 
of bunching which cause conjunction in filtra
tion. Judged from the nvailable data the Com
mittee find that as against the protocol norm of 
85 per cent, the filtration efficiency achieved was 
only 78.19 per cel1t in 1~69-70, 80.91 per cent in 
1970-71 and 77.49 per cent in 1971-72. 
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The Committee note that a new strain No. 773 
introduced in February, 1970 to improve the 
yield in fermentation was discontinued from 
AugustlSeptember, 1970 as it was suspected to 
be leading to low potency. It was again intro· 
duced in January-February 1972 as no correlation 
could be established between the fall of potency 
and use of this strain. The Committee are not 
sure whether the huge rejections were not as a 
result of the use of the new strain. The Com
mittee would like Government/IDPL to go into 
this aspect in consultation with HAL, Pimpri, so 
as to take suitable measures to ensure that the 
biological potency of the finished product is 
maintained and the rejections are reduced to 
the minimum. 

In the case of Tetracyciline, the ration of' batches 
harvested to seed ves,~els charged has ranged 
between 0_33 to 0.72 during 1969-70 and 1973-74 
(upto September, 1973). In the case of Oxyte· 
tracycline, the ratio of batches harvested to seed 
vessels charged ranged from 0.50 to 0.84 during 
the same period. The Management have neither 
fixed any norms nor assessed the loss on account 
of the harvesting of inoculator seeds vessels. 
Percentage of batches contiminated to batcbes 
harvested in the case of Tetracycline ranged bet
ween 6.90 per cent in 1!n3-74 (up to September, 
1973) to 23.18 in 1971-72. The percentage ot 
batches contaminated to batches harvested in res-
pect of Oxytetracycline ranged between 17.65 in 
1973-74 to 43.27 in 1971-72. The Committee also 
find that as against protocol norm of 128.5 mlrds 
of native solution per batch, the higher achieved 
in November, 1970 in case of Tetracycline was 
135.44 mlrds. The average yield of native solu
tion per batch was however only 81.72 mlrds in 
1969-70, 105.49 mlrds in 1970-71, 101.67 mlrds in 
1971-72 and 102.3 mlrds in 1972-73. As against 

---_.- -------_._---
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the protocol norm of 95 per ~ent filteration effici
ency for Tetracycline was 84.60 in 1969-70, 85.61 
in 1970-71 and 86.88 per cent in 1971·72 and 84.5 
in 197~73. In the case of Oxytetracycline the 
conversion efficiency from base Hydrochloride as 
indicated in the protocol is 83 per cent. But the 
converllion effiC'iency actually achieved ranged 
between 50.84 per cent to 90.63 per cent in 1969-
70 to 1973-74 (September, 1973). The plant has 
been able to achieve conversion efficiency of 93 
per cent. The Committee were informed that 
the Russians had provided some balancing and 
additional equipment iree of charge to overcome 
the shortcomings. The Committee would like to 
know the results achieved after installation of 
this balancing eqUipment. 

The Committee find that in the case of 
Nystatin, antifungal antibiotic, produced by Anti
biotics Plant, ~he ratio of batches harvested to 
inoculators charged was 0.29 in 1971-72. The per
centage of batches contaminated to the batches 
harvested w~s 23.2 in 1971-72. The Management 
have neither laid down any norms nor have asses
sed the IbSS on account of drainage of i.noculators. 
The Coml't;littee note that in the case of Nystatin, 
the average activity was better than even the 
protocol norm in 1971-72, though the total time 
cycle was much more than the protocol norm or 
that planned by the Management. 

The recovery efficiency, however, was only 
23.36 per cent as against efficiency of 45 per cent 
indicated in the protocol resulting in shortfall 
in production to the extent of 3310 mlrds valued 
at Rs. 18.2 lakhs. The Committee note that pro
duction of Nystatin has not been maintained on 
a continuous basis on account of lack of adequate 
market. As a result, the technology of manufac
ture has not yet stabilised, resulting in poor offi-

------_--!------------_. --
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ciencies. The Committee would like to be in
formed about the sales prospects of Nystatin. 

The Committee were informed that on 
account of excess coosupmtion of raw material 
during 1972-73 over tlie reglement norms there 
have been loss of Rs. 54:S7 lakhs, the Committee 
would like that the !teqi,mmendaotions made by 
the Technical Codttee in this regard may be 
taken into account and suitable remedial mea
sures introduced to ensure strict adherence to the 
prescribed norms as any excess consumption 
would only affect the profitability. 

The Committee note that for meeting the 
requirements of compressed air, the collabora
tors had supplied three Turbo Compressors (in
cluding one as stand-by) each having a compres
sing capacity of 970M:I per minute. In April, 
1972, the Managemen~, however, assessed that 
the total demand-of. compressed air would be 
1200 MB per minute'onlY. As the second com
pressor was required to· be operated to meet the 
requirement of compressed air as and when 
needed, it resulted in venting of surplus quantity 
of compressed air which was about 75 per cent 
of the production of the second compressor. The 
plant therefore, contemplated the procurement 
of a compressor of smaller capacity. Meanwhile 
venting of compressed air has continued. The 
Committee find that percent::tge of air vented to 
compressed air produced was to the tune of 40.97 
per cent in 1972-73. The venting of air in 1972-
73 costs the plant Rs. 27.8·1 lakhs. (excluding 
depreciation and interest). The Committee have 
been informed that the original proposal of in· 
stalling a compressor of smaller capacity is being 
studied by the Management afresh because it is 
now expected that the expansion plans of the 
plant specially for tetracycline and streptomycin 
would enable utilisation of SUbstantial percent. 
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age of air vented. The Committee recommend 
that a decision to install a compressor of smaller 
capacity should be taken soon considering the 
requirements of the expansion plans so that vent
ing of compressed air at a considerable cost may 
be avoided. -

The ComD}ittee find that there was excessive 
consumption of electricity in the production of 
compressed air over and above the norm fixed by 
the Management. In all the years from 1970-71 
onwards as against thl' norm of 62.3 KWH fixed 
by the Management per 108 M3 (KWH), the actual 
consumption of electricity per loa M3 of compres
sed air has been of the order of 64.98, KWH, 70.63 
KWH, 63.1 KWH and 68.6 KWH during the years 
197()-71, 1971-72, 1972-73 and 1973-74 (upto Sep
tember, 1973) respectively. The cost of exces
sive consumption of electricity ranged between 
Rs. 0.68 lakhs in 1972-73 to Rs. 6.5() lakhs in 1971-
72. The Committee were informed that the main 
reasons for excessive consumption of electricity 
have been variation of the power factor of the 
load, different load conditions, variations in sup
ply voltage which varies the current and power 
losses; running of the motor at the maximum ex
citation. It has been stated that losses due to the 
running of the compt'essor below its full load 
rating a'ccording to the requirement of the pro
duction department cannot be avoided. In order 
to meet this situation the plant, it was stated, was 
considering installation of smaller compressor to 
run on diesel generators with the twin objective 
of maintaining positive pressure during power 
failures and avoiding venting of excess air dur
Ing the normal operation. As recommended ear
lier. the Committee desire the Management to 
take an early decision in the matter for installa
tion of Compressor of smaller capacity in the 
best, interest of the smooth and economic running 
of the pftnt. 
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The Commitee find that the plant manage
ment had with the approval of the Uttar Pradesh 
State Electricity Board fixed in December, 1966 
their maximum contract demand on 6.6 KVA 
supply. Owing to non-attainment of capacity the 
actual demand was, h.)wever, much less and vari
ed between 2,033 KV A and 13,600 KV A during 
the period from March, 1967 and 31st March, 
1972. As the actual consumption was less than 
60 per cent of the oontracted demand (on 
the basis of which p::yment had to be made to 
the Electricity Board) Cle Company had to incur 
an extra expenditure of Rs. 22.1~ lakhs up to 31st 
Mar~h 1973. No extra expenditure was, however, 
incurred during 1973-14 tupto September, 1973) 
as the plant was subject to a continued power 
cut of 40 per cent. The Committee have 
been informed that the present demand of 20,000 
KVA does not need any downward revision and 
would be sufficient to take care of the plant ex
pansion programme. It has been stated that the 
problem of ensuri!.g adequate power supply to 
the plant cannot be resol:ved by going in for a 
small captive power plant because of the huge 
cost involved and in view of the steep increase 
in the price of crude oil. The Committee recom
mend that plant authox:ities may examine the 
matter in depth in consultation with the Mini
stry of Irrigation and Power U.P. State Electri
city Board so that the production in the plant is 
not affected due to shortage of power supply. 

The Committee note that according to the 
design, 30 per cent of the steam condensate should 
return to the boilers, However, the Condensate 
return was found to be not more than 5 to 6 per 
cent resulting in the increased USe of steam for 
internal cosumption to the extent of about 20 per 
cent of internal load. The Committee find that 
the excessive consumption of steam cost Rs. 11.91 
lakhs during the period of 1968-69 to 1973-74 
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(upto September, 1973). The Committee under
stanci, that the question of low condensate return 
was studied by the Chief Soviet Expert in Octo
ber, 1969 but no success was stated to have been 
achieved. 

The Committee recommend that best expert 
advice in the field should be taken so as to im
prove the condensate return thereby avoiding 
the extra cost. 

The Committee find that it has not been 
founei. feasible by the Company to install indivi
dual meters for each product and in the absence 
of these meters the allocation of consumption of 
services is being made, at present, on the basis 01 
running hours of each equipment consuming the 
service and as such the comparison of the actual 
consumption of these services with the norms 
laid down in the Detailed Project Report has not 
been possible. The Committee feel that the' 
present procedure is neither scientific nor accu
rate for the allocation of consumption of services 
and therefore, recommend that this aspect may 
again be reviewed with a view to ensure control 
on consumption of services and effecting econo
my wherever feasible. 

The Committee find that out of total rated 
production 'of 290 tonnes of Antibiotics Plant, 
Rishikesh, a quantity of 165 tonnes was to be in 

the form of readymade drugs and the remaining 
126 tonnes in the bulk form. In October-Novem
ber, 1970 the Committee were informed by the 
Ministry that as against the rated capacity of 
218 tonnes baseri. on the efficiency levels indica
ted by the Soviet Team in 1969, existing formu
lation capacity was only 115 tonnes. (80 tonnes 
for vialling, 25 tonnes for capsulation and 10 
tonnes for tabletting). The Committee find 
that the quantity formulated by I~~L has been 
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less than even the reduced capacity of 115 
tonnes, the quantity actually formulated being 
only 19.23 metric tonnes in 1969-70, 40.03 metric 
tonnes in 1970-71, 71.20 mekic tonnes in 1971~ 
72, 55.29 metric tonnes in 1972-73, 22.02 rrtetrit! 
tonnes in 1973-74. (upto September, 1973). The 
main reasons for the set back to the formula
tion programme of IDPL have been the non
availability of packing material like glass vials, 
stoppers and empty gelatine capsules, non-utili
sation of machine capacity because of inade
quacy of spare parts. In order to raise the utili
sation of formulation capacity the plant is stated 
to have taken measures to have a glass vials 
factory as an ancillary industry at Rishikesh. 
The Plant has also developed some indigenous 
sources of supply of packing materials' and 
spare parts. 

The Committee fail to understand why pre
ventive measures were not taken well in ad
vance to develop the manufacture of glass vials 
ann gelatine capsules to match the manufac
turing capacity of the Plant. The Committee 
would like to be informed within six months 
the concrete action taken by the Governmentl 
ILPL to make good this deficiency. 

The Committee find that the demand for 
various formulations which was of the order of 
Rs. 300 crores by the end of 19'73-74 is likely to 
go up to Rs. 500 crores by the end of Fifth Plan 
i.e. 1978-79. The present formulation share of 
public sector is stated to be about 5.6 per cent 
(IDPL accounting fora production of Rs. 11.5 
crores and Hindustan Antibiotics Ltd. approxi
mately Rs. '5 crores). By the end of 1978-79 the 
fonnulation capacity of the public sector is 
likely to M raised to Rs .. 31.5 crores (Rs. 22 
crotes for IDPL and Rs. 9.5 crores for Hindustan 
Antibiotics Ltd.). As a result the share of Public 
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Sector would increase to 6.4 per cent by 1978-
79. Goverm;nent have denied that the capacity 
in public sector was being deliberately kept 
low to enable the private sector formulators to 
utilise their formulated capacity. They have 
however admitted that idle formulation capa
city in Antibiotics Plant is largely due to the 
market constrai.nt except in the case of Penicillin 
and streptomycine where capacity to a large 
extent could have been utilised had more bulk: 
drug been available. It has been stated by Gov
ernment that 'IDPL has also to play its role in 
f\eveloping the drug industry as a whole in the 
country and particularly in the small scale sec
tors." This, it has been stated, "is a social objec
tive, for which the priCe has to be paid by way 
of lesser formulations by IDPL". The Commit
tee have been assured by Government that 
since formulations is a profitable activity the 
idea is that IDPL should increase the quantity 
of its formulation so as to utilise 50 per cent or 
more of the bulk drugs p'roduced by it. As a 
matter of fact, since the last few years, Govern
ment are stated to be insisting on all c\rug com
panies in the organised sector to make available 
portion of the bulk drug produced to non-asso
ciated formulators. It has also been stated that 
IDPL is now being permitted not only to import 
the concerned bulk 9rug for its formulations but 
is also being alloweo. to take up formulations not 
based on bulk drugs produced by it, for exam
ple, chloramphenicol. The Government have 
claimed ,that these measures would gradually 
lead to full utilisation of formulation capacity 
by IDPL. 

The Committee would like Government! 
Undertaking to remove the various constraints 
and draw up a time bouno. programme to put to 
full use its formulation capacity in the interest 
of meeting the demand of public for drugs in 

--- --- -. -_. 
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common use and to improving its financial posi
tion. The Committee would like to be informed 
of the action taken by Government in pursuance 
of this recommendation. 

The Committee find that the Profitability 
R.eport drawn up in March, 1970 hart provided 
for handling losses of packing materials to the 
extent of 15 per cent in glass vial'S and 5 per cent 
for capsules. While in the case of vials the hand
ling losses were within the norms, in the case 
of capsules, however, these were quite high in 
1970-71, and 1971-72. The excess over norm of 
5 per cent being 15,48,701 numbers in 1970-71 
and 49,94,642 numbers in 1971-72. The Committee 
recommend that the abnormal high handling 
losses incurred in the case of capsules may be 
investigated an" concrete measures taken to 
hring such losses within the norm fixed by the 
Management themselves. 

The Committee note that the rejections in 
the case of Sodium Penicillin, Procaine Pen
cillin and streptomycin were much higher than 
the norms and ranged between 10 per cent to 
57 per cent of the total production and the total 
increase in cost due to rejections pertaining to 
these three drugs amounterl. to Rs. 5.18 crores 
from 1968-69 to 1971-72. The Committee have 
also gone through the reasons put forward by 
the Management for such high rejections and 
feel that these reasons are not such as cannot be 
remedied. The Committee urge that remedial 
measures must be taken without delay to reduce 
if not eliminate the rejections r.'1.d thus avoid 
waste. 

The C:Ommittee wouln like to draw pointed 
attention to the reported poor quality of raw 
materials. The Committee· stress that steps 
should be taken to see that raw materials of 
requisite quality become available. 
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28 2.300 The COmmittee deprecate that apart from 
rejections of antibiotics in the course of produc-

. tion detected by the Quality Control, bulk anti
boitics and formulations worth Rs. 8.82 lakhs 
and Rs. 1.06 lakhs respectively passed by the "
Quality Control were returned by the customers. 
The Committee would like this matter to be 
investigated thoroughly and all the requisite 
measures taken to strengthen quality control 
so that such flaws do not reoccur. 

29 2.301 The Committee note that rejections not only 
arise in bulk production stage but also occur in 
the course of formulating and filling into vials. 
The Committee find that total increase in the 
cost of rejections during 1969-70 to 1971-72 after 
taking into account salvaged value of rejections 
viz. Rs. 4.52 lakhs in 1969-70, Rs. 5.59 lakhs in 
1970-71 and Rs. 12.69 !akhs ip. 1971-72 amounterl 
to Rs. 87.27 lakhs Rs. 69.43 lakhs and Rs. 60.85 
lakhs respectively. The Management have attri
buted these rejections to high bacterial count in 
sterile area, improper sterilisation temperature 
in the tunnel, non-availability of suitable spare 
parts for the automatic filling machines, shred
ding of rubber particles by rubber stoppers. It 
has been claimed that the steps taken by the 
Management like modification of airconditioned 
system and strict check at the intermediate 
stages of the processing Streptomycin has signi
ficantly, reduced the rejections of filled vials. 

The Committee would like the progress to 
be maintained in this regard and the position 
intimated to the Committee in due course, based 
on the results of operation for the full year i.e. 
1973-74. 

30 2.302 The Committee note that the Management 
had fixed parametres for filling up the capsules 
in April, 1969 and January, 1971, at 5 per cent 
for "over age and moisture" in the case of 
tetracycline and 7.8 per cent. in the case 

--------- -------------------
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of Oxtyetracycli.ne. The Committee find that 
the excess consumption of bulk over the 
norms ranged floom 4 per cent to 15 per cent 
in the case of Tetracycline and between 14 per 
cent and 1'9 per cent in 1972-73, in the case of 
Oxtyetracycline. In 1972-73 the excess consump
tion over the norms however came down to 2.01 
per cent in the case of Tetracycline and 3.96 
per cent in the case of Oxtyetracycline. Al
though the excess consumption has come down 
in 1972-73 as compared to the previous years, it 
is still more than the norms and that of the 
private firm to whom the contract was given by 
the C'ompany for capsulation. The Committee 
therefore, recommend that vigilance should 
continue to be exercised to see that consumption 
of bulk in filling of capsules does not go be
yond the norm. The Committee further recom
mend that the norm itself should be reviewed in 
the light of experience gained so as to bring 
the level of rejection even lower. 

The Committee find that the economics/pro
fitability of the Antibiotics Plant, Rishikesh was 
not indicated in the Detailed Project Report. In 
the Report prepared by the Soviet Expert, how
ever, in October, 1958 it was inmcated that the 
gain on Chlorotetracycline, Penicillin and 
Streptomycine would be Rs. 154.3 million (per 
annum) on the total production of Rs. 218.6 
million per annum of these three products. It 
was also indicated in the Report that based on 
the then existing prices of imported drugs and 
allowing the profit of 10 per cent thereon, the 
Antibiotics Project would have a payback 
period of 4 years. The estimates and cost of pro
fitability were prepared in November, 1961. 
These estimates were revised on a number of 
occasions. The Committee find that the main 
reasons for the reduction in the project profits 
from 16.59 crores in January, 1968 to 8.38 crores 
in March, 1970 was the reduction in the capacity 
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of the plant· on the basis of protocol discussion. 
The reduction in the anticipated profit from 
Rs. 6.38 crores in March, 1970 to Rs. 2.10 crores 
in October, 1970 was mainly the result of drastic 
reduction in the selling prices due to the intro
auction of the Drug Prices Control Order, 1970. 
These proftiections of profits did not materialise. 
On the contrary the plant incurred losses to the 
extent of Rs. 0.56 crores in 1967-68, Rs. 5.10 
crores in 1968-69, Rs 4.91 crores in 1969-70, Rs. 
4.65 crores in 1970-71 and Rs. 2.51 crores in 1971-
72. The Committee note that the plant achieved 
the break-even level in respect of Sodium Peni
cillin and Tetracycline Hc. in 1971-72. In respect 
of other items the production in 1971-72 was 
much below the break-even level. It has been 
stated by Government that even the projections 
of profitability drawn up in October-November, 
1970 are not likely to be materialised because of 
continued prOblem of regular and steady power 
supply, and the rise in the cost of raw materials 
and services. The Committee have been inform
ed by Government that "it noes not appear 
possible to indicate any date by which the plant 
can be predicted to break even." Now that 
decision on recommendation of Borkar Commit
tee Report have since been taken by Govern
ment and'the revised selling prices of bulk drugs 
announced by Government on 19th April, 1974, 
fresh estimates of profitability may be drawn 
up as the last estimates were prepared more 
than 3 years ago. 

The Committee find that it has been possible 
for the Management to reduce the cost of pro
duction considerably in 1971-72 as compared with 
the cost of production in 1969-70, 1970-71 except 
in respect of one item (oxyteracycline Hel cap
sules) where the decline was marginal. The 
actual cost was, however, still much higher than 
the standard costs (except for Tetracycline Hel 
Capsules in 1971-72 !lod Oxytetracycline Hel 
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capsulestn 1969.'20) •. It has been stated that pro
duction was less than the projections assumed. 
for the calculation of standard cost and the vari
able cost was higher on account of consumption 
co-efficient. being higher than the reglement 
norms and higher percentage of rejection. The 
Committee have been informed that a critical 
review of the cost of e.ach item vis-a-vis its 
standard cost is conducted every month at the 
top management level. The Committee recom
mend that the system of preparation of cost of 
each product on the basis of actual monthly cost 
of production may be introduced early and cost 
of production of each of the items which are 
affected by the higher percentage of rejections 
may be worked out, critical analysis of cost on 
the basis of actual cost sheets may also be pre
pared. 

The Committee would like to be informed of 
the result. 

The Committee have been informed that as a 
result of various studies undertaken in the Re
search and Development Section of the Plant. 
manufacturing process have been improved and 
new' Antibiotics found. The antibiotics are how
ever, still under investigation and further work 
is needed for their identification. The Plant has 
been able to substitute fully 11 out of 30 items 
of raw materials. Expenditure on Research and 
Development ranged between one percent to 1.97 
per cent of .the total expenditure during the 
period of 1968-69 to 1973-74. (up to September, 
1973). It has been stated that the present scope 
of activity of Research and Development is main
ly for solution of various technological problems 
faced by the plant i.n addition to suggesting im· 
provements in the processes and import substitu
tion. The Plant is equipped with a library to 
keep its technologists and scientists abreast with 

--------_._-_. -----~------
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the latest developments in the fields of speciali· 
sation. The Borker Committee which had the 
occasion to study the working of the plant has 
however observed "even key technical person· 
nel on the plant are hopelessly out of touch witb 
developing trends in technological and concepts 
in the management of technology." The Commit· 
tee recommend that Government should under
take a critical evaluation of the research and 
development activities of the Plant so that em· 
phasis is laid to wards development research 
aimed at identifying new and more effective 
antibiotics. Government should also ensure that 
the technical personnel in the plant keep them· 
selves fully abreast of the latest technological 
developments in the field of manufacture of anti· 
biotics, so that in course of time they are in a 
better position to attain higher operational em.· 
ciencies in the interest of optimum production. 
The Committee were also informed that though 
the Ministry of Petroleum and Chamicals has 
constituted a coordination Committee comprising 
representatives of HAL and IDPL to pool their 
experience in production, marketing and research 
activities, there has not been any appreciable 
liaison between IDPL & HAL in the matter of 
R&D of antibiotics. 'rhe Committee desire that 
there ~hould be greater coordination in the R&D 
activities nor only between the two Public Sector 
Undertakings but with the Private Sector as well. 

The Committee find that though the stock of 
raw materials with the Antibiotics Plant in terms 
of month's consumption has come down year 
after year, it is still more than the prescribed 
limit of the buffer stock, that is two months for 
indigenous and six months for imported material 
in certain cases. The management have stated 
that the build up of the inventory in these cases 
has been due to frequent changes in the produc· 
tion plans, low off take, transportation in bigger 
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lots, failure of the supplier to strictly adhere to 
delivery schedule, changes due to technological 
requirements etc. The Committee also find that 
according to the review conducted by the Man
agement in 1971·72 stores of tbe value of 22.10 
lakhs were declared surplus. Out of these stores 
and spare of the value of Rs. 10.59 lakhs are 
awaiting disposal for more than one year. .The 
Management have also fixed minimum, maxi
mum and re-ordering levels for 546 items in 
February, 1973 out of 10,484 store items. The 
norms of the maximum and minimum limits 
were reviewed by the Management in 1972-73. 
The Committee have been assured that this 
work will be over within a period of next two 
years in respect of all items except some spare 
parts which are basically stocked as insurance 
items. The Committee recommend that the Ma
nagement should expedite this work and ensure 
that in no case, the stock of raw materials in 
terms of months' consumption exceeds the pres
cribed limit. 

The Committee note that in December, 1962 
the private firm of Bombay was appointed as 
the Company's clearing agent for clearing and 
forwarding all machinery and eqUipment impor
ted from USSR and other countries. According 
to the terms and conditions of the Contract, th~ 
Clearing Agents were to pay landing and aU 
other Port Trust charges in the first instance and 
to claim reimbursment of the amount so paid in 
bills, duly supported with relevent receipts. 
However, the Company opened two personal 
deposit accounts (December, 1962 and Mjrch, 
1966) with Port Trust Authorities. Opening of 
these accounts was a material deviation from the 
conditions attached to the notice inviting tender. 
Specific reasons for opening these accounts by the 
plant are not on record. Out of the amounts 
deposited by the Project Authorities a sum of 
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Rs.29.13 lakhs was adjusted by the Port Trust 
Authorities on account of ground rent wharfage 
and demurrage. The incident of demurrage in
cluded in that amount demurrage worked out to 
Rs. 27.37 lakhs (Approx.) Out of this, a sum 
of Rs. 3.95 lakhs only was refunded by the Port 
Trust Authorities and an amount of Rs. 0.24 lakhs 
was written off by the Company. According to 
the Company, the payment of demurrage of the 
order of Rs. 23.16 lakhs was mainly due to the 
negligence on the part of the clearing agents in 
obtaining wagons, expeditious customs clear
ance. The Committee feel that IDPL should 
have recovered the amount of demurrage from 
the clearing charges. As the matter is now stat
ed to be pending in a Court of Law, the Commit
tee would refrain from offering any comments 
at this stage. The Committee however recom
mend that the whole position may be reviewed 
by the Management after the case has been de
cided by the Court. The Committee would like 
to be informed of the final position. 

2.361 'Phe Committee note that the Detailed Pro-
ject Report had indicated the manpower norm on 
the basis. of optimum production. But as the 
operational practices and labour efficiencies in 
the USSR were different from those in India, 
the Board of Directors appointed a Committee 
in November, 1966 to assess the requirements of 
manpoWer. The Committee, however, did not 
do any investigation. In August, 1967, the In
dustrial Engineering Department was set up by 

the Company for the assessment of the man
power requirement of the Plant. The Depart
ment -assessed the requirement at 2174 with
in the per meter wall of the plant. In Sep
tember, 1972 a revised assessment was made by 
the Industrial Engineering Department. The re
vised strength fixed for the plant was 2297 for 
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five out of the six blocks. The present strength of 
staff on 30th Junt!t 1973"" is 3043 which includes 
the staff employed on work charge ·and muster 
roll basis. The regular strength is 2346 includ-" 
ing 47 personnel for the 6th Block for which 
study is still to be completed, and it does not 
exceed the overall strength recommended by the 
Industrial Engineering Department." The Com
mittee recommend Government IDPL should en
sure that unless the requirements of higher pro
duction demand, staff strength of the plant may 
be kept within the assessed level. 

The Committee would also like to be informed 
in due course of the staff for the sixth block, i.e. 
Administrative Block--Technical and Research 
& Development Department. 

The Committee note that Antibotics Plant. 
Rishikesh is having a small training cell which 

essentially caters to the needs of operatives 
supervisory staff. Apart from imparting indus
trial training, the Department is engaged in 
arranging refresher courses designed to upgrade 
the skill of the existing workers. In organising 
the training programmes help is also taken of 
the specialised agencies the National Producti
vity Council. The Committee find the expendi
ture incurred by the plant on training program
mes has increased from Rs. 46,000 in 1970-71 to 
Rs. 55,000 in 1972-73. 

The Committee find that as between 21st De
cember, 1966 and 10th May, 1971 as many as 78 
trainees had left the" Company either before or 
after the completion of their training. Out of 
these 50 trainees, however, did not draw any 
stipend during the period of their training. 
The amount recoverable from the 63 trainees was 
assessed at Rs. 71,814. Out of these 13 trainees 
resigned mainly due to family circumstances. 
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Amount recoverable from the remammg 15 
trainees who discontinued attending duties With4 
out any information or notices works out to~ 

Rs. 42,190. It has not been possible for the Plant 
to recover the amount so far despite repeated 
reminders. To avoid such situations the plant 
introduced in June, 1969 a clause in the dra'& 
bond where, besides personal undertaking, sucb 
trainees were required to give a surety for the 
fulfilment of the conditions of the bond. The 
Committee are surprised that such a l>urety was 
not insisted upon by the Management prior to 
June, 1969. 

The Committee note that the estimates of 
Synthetic Drugs Plant were revised on a nUlllber 

of occasions prior to the sanction, by the Gov4 

ernment in 1966 for Rs. 2135 lakhs. As admitted" 
by the Government no provision was made in the 
estimates towards interest on capital and cotn4 

missioning expenses. The estimates were again 
revised by the undertaking in 1968 for Rs. 2293 
lakhs and approved by the Government in 1971. 
The actual expenditure upto 31st March, 1972 is 
of the order of Rs. 2,195 lakhs. The Committee 
find that an expenditure of Rs. 157 lakhs was fur
ther to be incurred on the Project: bulk of whiCh . 
related· to Plant and Machinery (Rs. 110 lakhs). 

The Committee also note that the actual ex
penditure up to 31st March, 1972 included an 
amount of Rs. 83.14 lakhs incurred upto Septem
ber, 1968 and during the period April, 1969 to
March, 1972 on carrying out a number of modI
fications in the cour!\e of the erection and also 
with a view to asses9ing installed capacity and' 
production practices. 

The Committee regret to note that no detafls; 
were, however. availat'-le about the E'xpenditure 
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incurred on the modifications during the period 
of October, 1968 to March, 1969 with the result 
that the responsibility of the colla:borators, if 
any, could not be assessed and the expenditure 
got automatically charged to the Project esti~ 

mates. Although, a procedure for estimating the 
effect of modifications was prescribed in October, 
1967, the Committee note that this procedure was 
not implemented with the result that the effect 
of this modification could not be' evaluated. 

The C'ommittee also note that the estimates 
of 1971 included new works costing Rs. 48.57 
lakhs. The Commi ttee regret that even though 
these new items constituted material modifica~ 

tion of the original estimate of the Project, these 
were not got approved by the Government nor 
were these brought to the notice of the Parlia
ment as recommended by the Committee in para
graph 2.20 of their 39th Report (1972~73-5th Lok 
Sabha). The Committee expect that Manage
mentjGovernment will bring these facts to the 
notice of the Parliament without delay. 

The Committee also note that actual expendi
ture on the Project included a sum of Rs. 78 
lakhs on the execution of effluent disposal 
scheme. According to the arrangements enter~ 
ed into with the State Government, the latter 
would bear the cost of effluent disposal scheme 
upto Rs. 32 to 40 lakhs. In 1961 the Ministry in
formed that a simpler and economical scheme for 
eftluent disposal was su&gested by the collabo
rators involving an expenditure of Rs. 15 lakhs. 
When this scheme was communicated to the State 
Government they ai!eed in August, 1961, to bea:r 
the full cost of the eftluent scheme. The Com
mittee note that this simpler scheme could not 
be implemented after considering various propo
sals for effluent disposal and ultimately a scheme 
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prepared by the Central Public Health Engineer
ing Institute Nagpur for Rs. 58 lakhs, was adopt
ed by the undertaking, in February, 1966. When-
the State Government was approached in 1969 
for teitnbursement of the expenditure incurred 
on the seheme the State Government repudiated 
any liability in excess of Rs. 15 lakhs on the' 
ground that the State Government had to incur 
extra expenditure to the extent of Rs. 25 lakhs 
for payment of enhanced compensation for the 
land acquired by it and gifted to the Undertak
ing. The result was that the expenditure on the
scheme had to be borne by the Undertaking it
self. Subsequently, efforts to get reimbursement 
of mgney from the State Government were not 
fruitful. The Committee were informed that the' 
matter is now being pursued at Government 
level. The Committee would like to be informed: 
of the development in the case. 

The Commitee note that according to DPR 
the plant was designed to produce 851 tonnes of 
bulk drugs on the basis of 300 working days. 
Since it was found that the plant was capable of' 
working for 330 days, the capacity on the basis 
of actual production pattern was increased to 
1,399 tonnes as on 31-3-1972. The Committee note 
that out of 16 items of bulk drugs originally pro
vided for in DPR one item Aeetazolamide was 
dropped on account of obsolescence and market
ing difficulties, second (INH) was deferred due 
to high cost of manufacture, third (D.C. Citrate) 
had to be stopped as the production of plant 
could not compete with other manufacturers. 
fourth (Sodium Sulphacetamide) was restricted 
because of its limited demand in the market and 
the capacity of fifth (Piperazine Adipate) be
came idle because the imported variety was 
easily available. Excluding these and inCluding 
some new items the overall capacity on the basis 
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of actual product-mix was of- the order of 1399 
tonnes as on 31-3-1972. 

The Committee also note that though the 
rated capacity has been increased the target of 
production has been less than the rated capacity. 
Even the revised target has shown dowflward 
trend. Considering the overall performance the 
actual production has been less than the revised 
target from 1968-69 to 1971-72 the shortfall rang· 
ing from 4 per cent to 32 per cent. However, 
in the case of Piperazine Adipate in 1968-69, 
Analgin in 1970-71, Sulphanilamide Sodium Sul
phacyl, Piperazine Phosghate, Piperazine Hyde
rate, Phenobrabitone and Sodium PAS in 1971-72 
and Phenacetin Paracetamol and Phenebarbi 
tone 1972-73, the actual production was in excess 
of the revised targets. The major reasons for 
shortfall in production were stated to be non
stabilisation of technology, frequent failure in 
power and water supply and non-availability of 
raw-materials. The Committee find that the 
actual time taken by the plant for stabilisation 
in the production of certain items was much 
higher than the reglement of the foreign collabo
rators or even those fixed by the Management. 
The Committee were informed that the delay 
in these cases were mostly due to market con
straints and the technology of the collaborators 
not being acceptable to Indian market with the 
result that certain modifications had to be car
ried out in the plant. The Committee have 
given recommendations about market constraints 
in a ~eparate Chapter. The Committee also hope 
that it should be possible for IDPL to develop 
drugs, acceptable to Indian market with the 
assistance of the Research and Development 
facilities available with it so that the existing 
capacity could be utilised to the fullest extent. 

The Committee also note that Synthetic 
Drugs Plant Hyderabad was based on assured 
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supply of water to the plant by the State Gov
ernment. AE. it was felt that due to frequent 
break-downs on account of operational reasons 
production would be affected, a decision was 
taken to augment the storage capacity. The Com
mittee hope the work in this regard has been 
completed and continuous water supply assured. 

The Committee recommend that in the inte· 
rest of continuous production and making avail
able essential drugs to the consumers, Govern
ment should render all possible assistance to the 
undertaking in the procurement of raw mate
rials. 

The Committee also note that there had been 
shortfall in production in Vitamin B1, Vitamin 
B2, Folic Acid, Amfdopyrine, piperozinc salts and 
D.C. citrate etc. on account of which the coun
try had to import these drugs to the extent of 
Rs. 269.83, Rs. 366.81 and Rs. 219.98 lakhs in 1969-
70, 1970-71, and 1971-72 respectively. The Com
mittee need hardly stress that any shortfall in 
production and non-utilisation of the capacity 
will onlv increase the import of the drugs with 
greater 'out go of foreign exchange. 

The Committee recommend that IDPL should 
ensure the full utilisation of the capacity in all 
products and thus avoid the necessity of import
ing them to save valuable foreign exchange. 

The Committee find that overall loss incur
red by IDPL on account of process losses and 
loss due to drainage have been of the order of 
Rs. 19 lakhs in 1969-70, Rs. 8 lakhs in 1970-71 and 
about Rs. 5 lakhs in 1971-72. The Committee also 
find that the process loss has shown a declining 
trend from 1969-70 to 1971-72, although the value 
of such process losses in individual products like 
Vitamin Bl, Amidopyrine,' Fclic acid exceeded 
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Rs. 1 lakh during 1970-71. In regard to loss due 
to drainase the Committee note that the loss has 
come down from Rs. 1.95 lakh in 1969-70 to nil in 
1970-71. The Committee recommend that since 
the production in a number of items has been 
stabilised it should be possible for the Manage
ment to fix norms for process losses/rejections 
and thus have an effective control over such 

losses. 

The Committee find that IDPL has gone in 
for expansion of the plant at Hyderabad to be 
executed in two phases. The first phase of ex
pansion to 2000 tonnes is stated to be based on 
the Market Survey and the demand for the pro
ducts as known to the undertaking as it is the 
sole distributing agency for these products, 
while the 2nd phase of expansion is stated to be 
based on the target fixed by the Task Force of 
Plapning Commission and Ministry of Petroleum 
and Chemicals. The Committee find that the 
estimated cost of Rs. 525 lakhs for the expansion 
scheme has been reduced to Rs. 478 lakhs because 
of over-lapping of some items included both in 
the expansion scheme and the revised project 
estimates of the first phase. The actual expendi
ture upto 31st March, 1973 was Rs. 162 lakhs. 
Although the scheme was scheduled to be com
pleted by 1972-73, according to present anticipa
tion, it is expected to be completed only by 1974-
75. The Committee are of the opinion that IDPL 
instead of going in for expansion on a large 
range of product-mix should make a selective ap
proach consistent with the de~~nd. of pro.ducts 
in the market in order to utilIse Its avaIlable 
capacity to the maxi~um. 

The Committee are surprised to find that 
when the Hyderabad plant is licensed for pro
duction of DC Citrate and a stock of 9.734 tonnes 
of DC Citrate is lying with the plant for disposal 
as on 31st March, 1973 other manufacturers were 
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being allowed to import a later intermediate for 
manufacture of DC Citrate. It is only after the 
IDPL has taken up the matter with Government 
that this item was placed on banned list in the 
import policy for 1972-73. The capacity thus 
rendered idle is being utilised for producing 
other drugs. 

The Committee would like to be informed 
about the disposal of the stock of DC-Citrate. 
The COl1)mittee recommend that Government 
should look into the capacity available with 
IDPL and the range of products manufactured 
by it, before private manufacturers are allowed 
imports of the same products. 

The Committee find that though according to 
the process for production of Ribose, almost the 
whole quantity of mercury used should be salv
aged with insignificant loss at the end of the 
process cycle, the loss of mercury in the plant 
was quite abnormal. The Committee note that 
during test trials of the plant in July, 1968, mer· 
cury was splasing through the insulation of 
the pipes. After the damaged pipe was repaired 
the loss was assessed in July, 1968. An investiga
tion into the matter reveale. that location of the 
mercury trap was discovered only after the loss 
of mercury was known, the trap was not fully 
completed and was found covered with mud and 
certain shortcomings in design and procedures 
were not discovered at the time of construction 
and measurement of work and during test trials. 
Certain remedial measures proposed by the 
Deputy Superintendent of the Block were im
plemented in August, 1968 to avoid similar 
losses. The Management after taking into ac
count the relevant facts and circumstances under 
which the loss took place, decided in July, 1970 
to write off the loss of Rs. 1.19 lakhs. They did 
not also find it possible to pin point the responsi
bility for the loss.· 

... ----~--.------- -----
625LS-31. 
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In February, 1970 the Management however 
felt doubt about the possibility of mer~ury bein~ 
pilferred from the process stream in the block. 
The situation was reviewed by the Management 
and measures taken to transfer persons of doubt
ful integrity and also to tighten the security 
measures. An operator who was caught in the 
process was placed under suspension pending 
investigation. On the basis of certain norms de
cided 1:>y the Management the loss of mercury 
was estimated at Rs. 2.2 lakhs during the period 
April, 1968 to March, 1970. In view of the fre
quent complaints of loss and theft of mercury 
a departmental committee was constituted in 
January, 1971 to examine the procedure for re
ceipt of storage, security and issue of mercury 
and also to make a proper scientific assessment 
of consumption of mercury in the process of pro
duction of Ribose. The departmental Commit
tee found that (a) the weighment of mercury 
was not done as soon as the material was receiv
ed through the transport agencies, (b) the trans
port agencies did not take any responsibility 
whenever shortages were detected on open de
livery; (c) there were always some delays bet
ween the time of receipt of mercury and the 
accounting of the same; (d) in some cases con
signments were not accompanied by documents; 
(e) mercury was, for a long time kept alongwith 
the general items; (f) security arrangements for 
mercury in the Ribose Section were found de
fective and the workers were allowed to go in 
and come out of the Ribose Section freely. 

The Committee find it hard to accept the plea 
of the Management that it was not possible to 
pinpoint the responsibility for the loss of mer
cury. The Committee would like Government 
to review the matter and take action to fix res
ponsibility in this regard. The Committee were 
assured that since adequate precautions have 
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been taken to trap the mercury and the electro
lytic process implemented the possibility of 
pilferage of mercury would no longer be there. 
The Committee cannot but observe that because 
of certain shortcomings in designs and proce
dures not being discovered at the time IDPL was 
put 'to a loss of Rs. 1.19 lakhs which had to be 
written off. The Committee recommend that a 
careful watch of the consumption of mercury 
against norms should be kept so that the Manage
ment may analyse any abnormal variations from 
the norms with a view to ensuring that such 
variations are not on account of any pilferages 
or wasteful practices etc. The Committee would 
also recommend that the security arrangements 
for the mercury in the Ribose Section should be 
tightened to guard against the possibilities of 
such pilferages. The Committee would like to 
be informed of the action taken in the matter, 
within six months. 

The Commiittee find that the Project Report 
had indicated a loss of 0.0064 tonnes of mercury 
per tonne of Vitamin B2 but in order to arrive 
at the extent of loss due to pilferage alone, an 
exercise was made by the Management by as
suming an. operational loss of mercury at 0.185 
Kg. per Kg. of Ribose produced. Subsequently 
the Committee which was constituted in J anu
ary, 1971 recommended that the normal con
sumption of mercury should be 0.2 Kg. of mer
cury per 1 Kg. of Ribose. 

The Committee feel that in order to inspir~ 
confidence refixation of norm should have beel) 
done by an independent agency after taking into 
account norms followed in similar plants in tbe 
Callaborators country, lest upward revision of 
norm by the Management themselves should be 
construed as an indir.ect regularisation of a loss. 
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The Committee find that the DPR did not 
give any indication either about the cost of pro
duction or the profitability of products. The. 
Plant prepared product-wise estilllates of cost. 
first in March, 1967 and these were revised in 
November, 1967, October, 1969 and July. 1970, 
after taking into account the changes in the raw 
materials input as a result of modification, pro· 
cess changes, revision in the prices of raw mate
rials etc. The Committee find that even in 1971-
72 and 1972-73, the actual cost of production wa~ 
significantly higher than the estimated cost in 
all the items except two. The Committee nob' 
that excess consumption of raw materials alone· 
over the standards laid down in July, 1970 ac
counted for Rs. 29.73 lakhs during 1970-71 and 
1971-72. The Committee recommend that IDPL 
should analyse the cost of production to examine 
as to how far these norms are adhered to. The· 
Committee understand that a departmental com
mittee is examining the question of fixation of 
norms of consumption of raw materials on scien
tific basis. The Committee hope that depart
mental committee would finalise its work soon 
so that reliable data may be available to enable' 
the management to review the cost of products. 
The Committee need hardly stress that the aim 
should be to achieve an economic and competi
tive cost of production. 

The Committee find that the plant will con
tinue to incur losses even on attaining the rated 
production unless selling prices are revised. The 
Committee have no doubt that the Departmental 
Committee would look into this aspect- as wen 
and suggest concrete measures for improving the 
profitability of the project. The Committee re
commend that the plant should endeavour to 
bring down its cost of production so that it may 
be possible to reduce the selling prices and make 
available drugs to the common man at reason-· 
able prices. 

- ... -- _ .. _-----------
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The Committee note that inventory holding 
of Synthetic Drugs Plant have increased from 
Rs. 421 lakhs in 1968-69 to Rs. 700 lakhs in 1971-
72. These come down to Rs. 642 lakhs in 
1972-73. The stocks of raw-materials increased 
from Rs. 140 lakhs representing eighth months 
consumption in 1968-69 to Rs. 195 lakhs in 1972-
73 representing 3.16 months consumption. 
Similarly stores and spares increased from 
Rs. 73.87 lakhs representing 22.8 months con
sumption in 1968-69 to 252.7 lakhs in 1972-73 
representing 31 months consumption. The Com
mittee also note that stocks of stores and spares 
have generally been much in excess of the 
annual consumption of stores, while consumption 
of stores and spares ranged from Rs. 36 lakhs in 
1968-69 to Rs. 93 lakhs in 1972-73. The actual 
stocks ranged from Rs. 74 lakhs in 1968-69 to 
Rs. 250 lakhs in 1972-73. 

The Committee also note that the Manage
ment have fixed the maximum and minimum 
levels of stocks and raw-materials both for im
ported raw-materials and indigenous raw
materials, and these stocks levels were subse
quently reviewed in August, 1969 and stock 
margin was anded. The Committee are surprised 
that inspite of the fixation of stock level, the pro
duction performance of the unit, is claimed to 
have been affected, due to shortage of raw 
material. The Committee would like that this 
matter should be gone into to find out the criti<:al 
items of raw material in respect of which the 
management have been experiencing difficulties 
so that advance action may be taken to procure 
them for purpose of stock. The Committee also 
recommend that the Management shouIn take 
immediate action to fix up the maximum and 
minimum levels in respect of other items of 
stores after completing A.B.C!. analysis. 

The Committee find that the slow moving and 
non moving items of stores and spares constitut-

-----_.---'---
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ed a significant proportion of the inventory hold~ 
ings of these items as on 31st March, 1972. The 
Committee recommend that a careful review of 
these holdings shouln be made and the items no 
longer required should be disposed of. 

The Committee note that physical verifica
tion of all stores, raw materials, spares, tools etc._ 
is conducted on the basis of perpetual inventory 
system. The Committee also note that stor9 
and spare parts to the extent of 24, 21 and 15 
per cent have not been verified nuring 1969-7n 
1970-71 and 1971-72 respectively. During 1972-73, 
however, the percentage has come down to 4.6 
per cent. The Committee note that the result of 
stock verification of raw materials, stores and 
spares including finished goods for the last 7 
years (1966-67 to 1972-73) revealed that Rs. 24.6; 
lakhs of raw material and spares were in excess 
and Rs. 34.75 lakhs were founn to be short, Simi
larly more than Rs. 3 lakhs, worth of finished 
stocks were found to be in' excess and; more than, 
Rs. 7.7 lakhs worth of finished stocks were found 
to be short. The Committee were informed that 
as decined by the Board of Directors in Septem
ber, 1970. investigation of shortages etc. was 
undertaken and shortages to the tune of about 
Rs. 12 lakhs have already been written off. The
Committee recommend that responsibility for 
all cases of losses and shortages should be fixed 
after a thorough investigation of the remaining 
cases. 

The Committee note that on the basis of the, 
provision in the Project Estimate and contem.
plated proci.uction programme of 1967-68. the 
undertaking procured from March. 1967 to April. 
1968, bottles costing Rs. 4.16 lakhs for packinJ! of 
finished products. In addition it procured 11.31 
lakhs pilferacaps of the value of Rs. 80000 for 
use in the bottles. The Committee regret to note· 

-------------------------------
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that because of indenting packing materials prior 
to commencement of production bottles worth 
Rs. 3.75 lakhs anc'!. caps woth Rs. 50000 ap
proximately are lying in stock. The Committee 
were informed that since most of the pharmaceu
tical suppliers have switched over to other modes 
of packing, response for the purchase of the 
bottles and pilfer caps is poor, but efforts are 
being made for their disposal. The Committee 
would like to be informed of the developments. 
In the opinion of the Committee the transaction 
is likely to result in a loss. 

The Committee note that as on 31st March, 
1973 the company was carrying a stock of 33 
tonnes of value over Rs. 1tO lakhs of Hydrazine 
Hyderate as against stock of 1.3 tonnes of value 
Rs. 43 thousands as on 31st March, 1972. It has 
been reported by the General Manager of the 
Plant that the sale of this item had been ad
versely affected on account of imported mate
rial being offered by a Bombay firm at price 
lower than that of plant. It was also stated 
that import of this item was banned in 1971-72. 
The Committee would like to be informed about 
the disposal of the huge stocks of Hydrazine 
Hyderate. The Committee have made their 
recommendation about the expansion of the 
capacity of this intermediate elsewhere in this 
Chapter. 

The Committee note that the undertaking 
decided in August, 1966 to set up an Ammonia 

receiving and storage station with a capacity of 
100 tonnes for ensuring uninterrupted supply of 
liquid Ammonia and to avoid extra expenditure 
involved in its procurement in cylinders. Tile 
Fertilizer Corporation of India agreed to pro
vide the design. technical assistance in the pro
curement, inspection, erection and commission
ing of the equipment for a remuneration of 

--.- -----------------
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Rs. 96750. After invitatiDn of tender the , 
Undertaking accepted the tender Df Mis. ISGEC 
at the cost of Rs. 2.8 lakhs. The tender was 
subsequently increased to. Rs. 3.14 lakhs due to 
some additional items of work allotted. The 
firm was to complete delivery within nine 
months from the date of the receipt of the order, 
clearance Df technical details and receipt ot 
apprDved drawings etc. Because of frequent re
visiDn of drawings by the Fertilizer CDrporation 
of India at the instance of the firm there was a 
delay in completing the supplies and the sup
plies were actually received by the Undertak
ing on 31st May. 1973. As a cDnsequence of 
this delay, the undertaking had to bear an 
extra expenditure of nearly about Rs. 5 lakhs 
during 1969-70 to 1971-72 by way of price diffe
rential between supply of cylinders and tank 
wagons. The Committee note that one of the 
considerations for the selection of this firm 
was its past experience and standing in 
the fabrication of pressure vessels. 1,t is sur
priSing that the Fertilizer CorpDration which 
recommended the award of work to this firm 
stated that their experience with the firm was 
in no way unique and they had similar prob
lems with them. The Committee fail to under
stand as to how, in spite of their experience with 
the firm they had recommended the firm to the 
Undertaking. 

The Committee were informed that the 
storage tank had since been erected and trials 
were in progress. A sum of Rs. 30489 was held 
back and the question of levying penalty for 
delay in delivery was under consideration. The 
Committee recommend that the matter should 
be fully investi~ted and the Committee appris
ed of the results. 

--_. -------.-
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The Committee on Public Undertakings in 
their 46th Report (4th Lok Sabha) had men
tioned that staff requirement as estimated by 
the Unit was 5522 and recommended that the 
staff requirement should be carefully considered 
and reduction brought about wherever essen
tial. In response to this recommendation. a 
.study of the man-power requirement was under
taken by the IndUstrial Engineering Department 
of the Unit. According to their recommenda
tion the total manpower was fixed at 3275 in 
1970, and 3309 in 1971 and 4053 for the expanded 
capacity. It has been stated that the strength 
at the end of November, 1973 is 3143. 

The Committee find that though a total 
strength was recommended by the Industrial 
Engineering Department, no details are avail
able category-wise with the result that excesses 
under any category cannot be ascertained. 

The Committee also find that the percentage 
of total establishment expenditure to the total 
product cost was of the order of 14.5 per cent in 
1970-71, 11.15 per cent in 1971-72 and 12.41 per 
cent in 1972~73. The Committee recommend 
that Undertaking would make realistic assess
ment of the staff requirements and regulate the 
staff strength with reference to production 
levels obtained from year to year and deplo·y 
staff found surplus for other useful and produc
tivepurposes . 

The Committee note that capacity for pro
duction of intennediates has been increased 
from 4932 tonnes to 5346 tonnes per annum on 
the basis of 330 working days. The Committee 
find that the production of intennediates fell 
short of the targets in all the years from 1968-69 
to 1971-72. The Committee also note that the 
targets were generally less than the capacities 

.. "------------------------
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except in three cases in 1971-72. The Commit~
tee were informed that to a great extent the 
capacity of the intermediates was increased to 
meet the captive consumption. 

The Committee also find that a decision was 
taken to expand the capacity of intermediates 
like Hyderazine Hyderate taking into account 
the market demand for the product. The Com
mittee, regret to note that, as indicated in the 
Chapter on Inventory Control, there was a 
heavy accumulation of stock of this material to. 
the extent of 33 tonnes of the value exceeding 
Rs. W lakhs as on 31st of March, 1973 The 
Committee also find that the sale of this item 
has been adversely affected on account of the 
imported material being offered by a private. 
firm of Bombay at a price lower than the price 
of the IDPL. The Committee ~ not see any 
justification for the expansion of the capacity of 
this intermediate in the face of the existing 
conditions. The Committee find that import of 
this item has since been banned. The Commit
tee, therefore, recommend that the Undertaking 
should ensure that the cost of this product is. 
competitive compared to the imported· item, al
ready available in the market. 

The Committee alSo recommend that the. 
management should take action for the clearance 
of the huge stock (jf this material to avoid un
necessary locking up of capital to the extent of 
Rs. 10 lakhs. 

The Committee note that the plant had 
5,000 million tabletting capacity per annum. In 
reply to an earlier reommendation of the 

Committee (para 3.39 of their 46th Report 1968-69 
4th Lok Sabha), the Ministry of Petroleum and 
Chemicals had informed the Committee in 
November, 1970 that after taking into account·· 

--------_.- -----
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stand by capacity and time required for change
over from O'lle product to another, effective capa
city of the tableting would be 3051 million 
tablets per year based on two shifts machines. 
working. The Committee find that in Septem
ber, 1973 the achieveable capacity was reduced 
to 2,000 million tablets per annum keeping in, 
view the change in the product mix, size of the 
tablets, physical characteristics, capacities at 
various stages like mixing, granualation and 
drying. The Committee find that as against 
these capacities, the product mix indicated in 
the Project Report for formulation was only 666. 
million tablets per annum. It will thus be seen 
that the management has been revising the for
mulation capacity downwards from time to 
time. 

The Committee also note that actual production 
fell short of even the reduced capacity. 
The percentage of actual formulation to capacity 
(3000 million tablets) ranged from 9 per cent in 
1968-69 to 60 per cent in 1972-73. The Commit
tee were informed that the plant is now work-. 
ing at a capacity of 2JOOO million tablets per 
annum and production of formulation during .. 
the year 1972-73 is of the order of 1731 million 
tablets. 

The Committee regret to note that the econo
mics of formulation section on the basis of 
reduced capacity of 2,000 million tablets per· 
annum has not been worked out, as it is stated 
it would vary greatly with the product mix. 
The Committee were also informed that plant 
is being allowed imports or releases of bulk 
drugs imported through STC to enable them to 
take up formulations based on new products. 
As the main margin of profit is in formulations. 
the Committee stress that Undertaking should· 
carefully assess demand of drug and medicines· 

commonly in demand and on which foreign firms 
are making sizeable margins so as to undertake, 
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their manufacturejmarketing at the earliest and 
thus bring about more competitiveness in drugs 
and bring down the rates . 

The Committee in paragraph 5.3 of their 
46th Report (1968-69) on IDPL had printed out 
that the estimates of the Surgical Instruments 
Plant had been revised 5 times during a period 
of 8 years from 1961- to 1968. The Committee 
note that estimates revised in August, 1968 were 
approved by Government in August, 1971 for 
Rs. 464.71 lakhs as against the estimate for 
Rs. 476.69 lakhs approved by Government in 
October, 1966 for the first time. The Committee 
find that the actual expendi ture upto 30th Septem. 
ber, 1973 was Rs. 469.66 lakhs which is more 
than even the final estimate approve by Gov
ernment. Apart from the increase of over Rs. 2 
lakhs in administrative and general expenses, 
the Committee find that there has also been an 
excess of over Rs. 2 lakhs on Plant and equip
ment. The Committee are surprised that esti
mates revised and approved in 1966, i.e., after 
the plant had been commissioned had again to 
be revised in August, 1968 and approved by 
Government in August, 1971 and the actual 
expenditure had however exceeded the approved 
estimates of 1971. The Committee are not sure 
whether even now the liabilities to be adjusted 
against the project had been taken into account 
and there would be no further revision of pro
ject estimates. The Committee would like to be 
informed of the position. 

The Committee regret to note that SIP was 
commissioned in September, 1965 to produce 2.5 
million instruments for stock without a proper 
market survey with the result that the mstru
ments did not command a ready indigenous 
market because of high prices, restricted number 
of varities and pattern of instruments not carry-
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ing conviction with Indian Surgeons. Conse
quently, the Plant was faced with an accumulat
ed stock of Rs. 2.57 lakhs at the end of March~ 
1968. The Committee find that in April, 1966 &. 

market survey was conducted by the NCAER. 
Subsequently, in 1967-68, the Marketing Division. 
of IDPL conducted a "Quick Demand Survey". 
According to both these surveys, the original 
product ... mix in. the DPR needed to be modified. 
In 1967-68, a Committee of Surgeons recom
mended that only about 25 per cent of the origi
nal product mix could be acceptable in the 
Indian market and the remaining had either to 
be modified or given up and instead new types 
of instruments were to be developed. No exer
cise was done by the Company to determine the 
rated capacity of the Plant in the light of the 
changes in product-mix based on this survey till 
May, 1972. when the rated capacity was brought 
down from 2.5 million instruments to 1 million 
instruments and Rs. 30 lakhs of job orders. 

The Committee were informed that the re
duction in the rated capacity was not placed 
before Government for approval. 

It has been admitted by the Management 
that "the market demand for surgical instru
ments in the country is not expected to meet 
fully the break even requirements of the plant." 
The Committee are of the opinion that all the 
problems of the Plant are due to the absence of 
a market survey before deciding upon the pro
duct-mix for this plant. The Committee feel 
that even now it is not too late to ascertain the 
types of surgical instruments which would be 
suited to the Indian market and re-determine 
the existing product-mix suitably so as to make 
the plant economically viable. 
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The Committee would like Government to go 
carefully into the question of export possibilities 
from this Plant to East European and other 
countries and have a long term arrangement sO 
that the built in capacity which is surplus to 
requirements can be put to profitable use. The 
Committee would like to be informed within six 
months of the concrete steps taken in pursuance 
of this recommendation. 

'. 
The Committee note that the Surgical Ins

truments Plant was commissioned in Septem
ber, 1965 and was designed to produce 2.5 million 
surgical instruments of 166 types according to 
the Detailed Project Report. As only 46 types 
were acceptable to the Indian Market, the Plant 
was faced with the problem of unsold stock 
worth Rs. 25 lakhs. In July, 1967 the Board of 
Directc·rs decided that no further production 
should be undertaken unless there were definite 
orders for the same. The Committee find that 
since the Plant was essentially designed for bulk 
production of small number of instruments and 
the orders received by the Plant were only in 
small lots, with the result there was diversion 
of customers to other sources. Since 1970-71 the 
Plant had been mainly dependent on export 
orders. The Committee recommend that as the 
Plant is designed to produce large bulk of a 
restricted number of varieties of instruments, 
the GovernmentJIDPL should pool in coordina
tion with the State Governments, the require
ments of Surgical Instruments for the Govern· 
ment Hospitals all over India so that the Plant 
can take up the production of such instruments 

in economic lots. This may be of some help in 
finding orders for the utilisation of the existing 
capacity of the Plant. 

The Committee also find that actu.al produc
tion of the SIP fell short of the planned produc
tion in all the years and under all the cate-

- ------ -----------_._--------
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gories despite the fact that the planned produc
tion' itself was much lower than the reassessed 
capacity of one million pieces of instruments. 
Apart. from the disturbed labour situation the 
shortfall in production particularly during 1971-
72 has been attributed to production deficiencies 

especially in the Grinding and Assembly Shops. 
Tl1e Committee also find that though no pro
duction was planned for a numer of items yet 
the actual production thereof was undertaken. 
Similarly production of a number of items was 
also more than the planned targets. In this 
connection it has been adIUitted by the Manage
ment that "this incidentally will continue to be 
a feature so long as a fairly stable production 

is not achieved". The Committee recommend 
that in the interest of stabilising production, 
existing system of planning and control of pro
duction should be placed on a more rational 
footing so that the Plant is in a position to plan 
its production keeping in view the pattern of 
demand in the country. 

The Committee note that the percentage of 
rejections in SIP to the total production ranged 
from 18.95 per cent in 1971-72 to 27.37 per cent 
in 1970-71; The Committee also find that the 
percentage of rejections was the highest in the 
Grinding and Assembly Shops where the rejec
tion showed an increase from 27,538 number of 
instruments in 1968-69 to 1,06,160 in 1972-73. 
The Committee were informed that the Manage
ment had taken a number of steps to reduce the 
rejections by more rigid check on the raw 
materials, stricter inspection of forging tools, 
improvement in tooling and machinery, promot
ing facilities for cleaning of stainless steel ins-
truments etc. The Committee were also inform

ed that the rejections in the Grinding and 
Assembly Shops wet:e high due to inexperienced 
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workmen being frequently put on more and_ 
more skilled operations. The Committee are 
surprised that in spite of the Plant having been 
in operation for more than eight years the 
necessary skill for operating the plant could 
not be developed. The Committee would like 
that in the interest of attaining high standards 
in production and minimising the rejections, the 
Undertaking should consider feasibility of intro
ducing a time bound programme for training. 
the workers in specified skills and deploy them 
SUitably with a view to achieving quality pro
duction. 

The Committee recommend that norms for 
rejections may be finalised Without any further 
delay. 

The Committee note that the SIP has not 
been able to use all the machines in the Plant. 
The Committee regret to note that no machine 
utilisation statements were prepared by the
Plant till 1970-71. It has been reported that, at 
the end of August, 1972, the plant had 15 surplus 
machines valued at Rs. 9.35 lakhs awaiting dis
posal. The Committee understand that the 
Management had already circulated the list of' 
surplus machines to all the public sector under
takings and also given necessary publicity in 
"LOK UDYOG". The Committee hope that the 
plant would be able to dispose off the surplus 
machinery soon in the best interest of the unit. 

The Committee note that in order to utilise 
idle capacity available with the plant, the plant 
had been accepting jo·b orders. The sale value· 
of Job Orders accepted ranged between Rs. 1.55 
lakhs and Rs. 12.76 lakhs during 1968-69' to Ig71-· 
72 as against the capacity of Rs. 310 lakhs. The· 
Committee find that the costing of the job orders 
had been defective in that the value of the jobs; 
executed did not include the direct labour cost: 

---- ----- -----
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which was being treated as part of the fixed cost 
with the result that total cost of orders had not 
been correctly worked out. The Committee re-
commend that the procedure of job costing which 
is being followed so far should be reviewed and 
put on more scj.entific line so that the true cost 
of the job is available for effecting recoveries. 

The Committee find that as a part of diversi
fication programme the Surgical Instruments 
Plant had taken up the manufacture of family 
planning instruments. An analysis of produc
tion perfomance indicates the production of 
F'aD)jJy P){lpni.n.,g iI:1WlHJl~*' has declined from 
1.60 lakhs in 1"968-09 to' S'O,nOO in 1972-73. The 
percentage of these instruments with reference 
to total instruments produced came down sharp
ly from 88 per cent in 1968-69 to 4.4 per cent in 
1972-73. The Committee were informed that 
based on past experience Management assessed 
the requirement for Family Planning instru
ments not exceeding Rs. 15.20 lakhs per annum, 
out of which share of Surgical Instruments 
Plant would be around Rs. 10.12 lakhs per 
annum. This would work out to 10 to 12 per 
cent of the total production of instruments (1 

million capacity). The Committee recommend 
that Government should pool their requirements 
for Family Planning instruments in advance so 
that there is steadv fiow of orders and the plant 
is able to utilise its spare capacity to the maxi
mum extent possible. The Committee would like 
Government to take up the matter with the 
State Governments in the interest of securing 
ftrm orders fer I'arnlly Planning Instruments. 

The Committee note that, in order to avoid 
complete dependence on exports and to build up 
image of the plant in the bome market as a IIUP-
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plier of quality instruments, the Surgical Instru
ments Plant had formulated a three years 
perspective plan beginning 1972-73 t\> 1974-75. 
both for marketing and production. The Plan 
envisaged raising of the production of surgical 
instruments, detachable scalpable blades, some 
items like scissors and forceps and job orders 
amounting to Rs." 52.44 lakhs in 1972-73 to Rs. 
125.68 lakhs in 1974-75. The value of the export 
orders is expected to increase from Rs. 47.75 lakhs 
in 1972-73 to Rs. 39.80 lakhs in 1974-75. The 
strategy adopted by the plant to achieve the tar
gets included, sustained drive to increase produc
tivity, judicious planning for off-loading of instru
ments, rationalisation of equipements and facili
~eI h1 tlle tool roo~ improvement in the plan-

"ning and control set up of the plant, and appoint
ment Of dealers to consolidate the requirements 
of individual consum~rs, etc. 

The overall performance against the perspec
tive Plan for 1972-73 and 1973-74 was as follows: 

1972-7'1 

No.oCIns- 8.08 
t'llmmts(No 
in Lakbs) 

Vallie inc1u- 100.19 
din g Job orders 
(R~.in Lakhs) 

66 4.90 
& 
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It was explained that but for the serious power 
cut in Tamil Nadu, the plant would have been 
able to achieve the targets in full. 

The Committee find that it was not lack of 
orders which were responsible for non-fulfilment 
of the perspective plan. 

The Committee are surprised to find that as 
on 31st December, 19~3 indigenous orders to 
the extent of Rs. 24.57 lakhs, export orders to 

the extent of RI. 47.40 lakhs and job orders for . 
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Rs. 10.50 lakhs were stated to be pending with 
the plant. It wall adlnitted by Government "that 

a I the position of execution of orders in Surgical 
Instruments Plant is far from satisfactory," The 
Management sought to justify nonexecution of 
these orders on the ground that there was power 
cut by the State Government to the extent of 
40 per cent from September, Ig72 and 75 per cent 
from February, 1973. The Committee are not 
impressed by this plea as they find that orders 
were pending in each of the earlier years starting 
from 1968 to 1972. The Management have also 
'attributed the shortfall to non-development of re
quisite skills and sectional imbalances between 
grinding and forging sections and other mecha
nised sections. 

4.101 

The Committee were informed that the Man
agement of IDPL are already conducting an in
vestigation into the affairs of the Surgical 
Instruments Plant and that after this investiga
tion was completed Government would decide 
about the future steps to be taken in this regard. 
The Committee recommend that this investiga
tion may b~ conducted with expedition so that 
the working of the plant can be put out on sound 
footing. The Committee hope that with the steps 
proposed to be taken to improve the working of 
the plant in the light of the investigations cur
rently being conducted by the management, it 
will be possible to see that the plant is able to 
execute whatever orders are received by the 
plant either to meet the internal demand or the 
export commitments. Committee would like to 
be informed of the result of investigations. , 

The Committee note that so far no standard 
cost has been worked out in respect of the pro
ducts of Surgical Instruments Plant and only a 
system of job costing is in vogue by which the 
cost of production of each type of instrument is 
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worked out. The Committee find that even under 
the system of job costing, the cost of production 
of all instruments in'l9.'11)-71'was higher than the 
selling prices both in respect of local sales and 
also for external market. The Committee were 
informed that during 1971-72 the sale value 
covered the direct cost although in 1972-73 there 
were as many as 20 items whose selling prices did 
not cover even the prime cost of production. The 
main reasons for such a situation were stated to 
be that fixed overheads of the Plant were of the 
order of 42 per cent of the break-even expendi
ture of Rs. l60 lakhs; the selling prices have been 
following a uniform pattern for the indigenous as 
well as for exports inspite of abnormal increase 
in the cost of materials and wages. Lower pro
ductivity in Grinding and Assembly Shop is also 
stated to be one of the reasons for high costs. 

The Committee find that there is a wide varia
tion as between the total cost of production snd 
the selling prices of various instruments. The 
Committee recommend that the Plant should take 
concerted measures to bring down the cost of 
production and raise the level of productivity, 
particularly in the Grinding and Assembly Shop. 

The Committee find that the prices of Surgi
cal Instruments were fixed in 1966 on the basis 
of estiriuiteacostfor 1966-67 when only a frac
tion of the capacity of the Plant could be utilis
ed. The prices were consequently very high 
compared to the corresponding instruments 
manufadured in the private sector. It has been 
claimed by the Company that Instruments of 
this plant were superior in quality. The Com
mittee regret to note that inspite of the revision 
of the prices of instruments substantially in J~ly, 
1967, taking into account changes in product mix, 
curren t cost of market prices, the selling priCes 
continue to be lower than the cost of production 

-------- -----_ .. _----
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in all items except one and the extent of differ
ence in the case of individual instruments varied 
from Rs. 2.24 to Rs. 206.20. 

The ComIlli ttee are not however convinced. 
that cost of production was high due t.o lack of 
orders the Committee have already printed 
out elsewhere in this Report that the plant had 
pending orders worth lakhs of rupees which 
could not be executed. The Committee fail to 
understand as to why inspite of existence of such 
orders, there had been shortfall in production 
leading to under-utilization of capacities with 
consequential higher cost of production. 

The Committee also find that during 1972-73 
the plant produced 2892 instnaments (code No. 05-
01) at a total cost of 55.60 rupees per instrument 
and sold the same at only Rs. 11 per instrument. 
The prime cost .of this instrument was stated to 
be Rs. 12.93. There are number of other instru
ments where the selling price was not only far 
below the overall cost of instruments but did not 
cover even the prime cost of the instrument. The 
Committee feel that if selling prices continue at 
the present level without any reduction in cost 
of production the working of the plant cannot be 
expected. to become economically viable in the 
near future. The Committee, therefore, reCQm
mend that a high power Committee should be 
appointed to go into the entire working of the 
Surgical Instrument Plant to identify the areas 
where the cost of production can be reduced and 
to suggest viable selling prices for each type .of 
instruments, including scope for diversification. 

The Committee find that the prices of Surgi
cal Instruments were fixed in 1966 on the basis of 
estimated cost for 1966-67 when only a fraction 
of the capacity of the Plant could be utilised. 
The prices were consequently very high com
pared to the corresponding instruments manu-
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factured in the private sector. It has been 
claimed by the Company that Instruments of 
this plant Were superior in quality. The Com
mittee regret to note that inspite of the revision 
of the prices of instruments substantially in July, 
1967, taking into account changes in product-mix, 
current cost of market prices, the selling prices 
continue to be lower than the cost of production 
in all items except one and the extent of differ
ence in the case of individual instruments varied 
from Rs. 2.24 to 206.20. The Committee recom
mend that the management should critically go 
into the cost aspects and fix the selling prices at 
realistic level. 

The Committee find that the plant is holding 
huge stocks of raw-materials, stores and spares, 
comp3red to the average annual rate of consump
tion. The stock of indigenous raw materials as 
on 31st March, 1973 represented 150 months con
sumption while the indigenous stores and spares 
144 months consumption. The stock of imported 
raw materials represented 5 months consumption 
while the stock of imported stores and spares re
presented 100 months consumption. An analysis 
of some of the individual items indicated that 
stainless steel and alloy steel valued at Rs. 40 
lakhs imported from U.S.S.R. during 1965-66 to 
1967-68 had been lying unused. It was stated 
that this had been ordered even before the plant 
went into production taking into account the 
product-mix and capacity envisaged in the pro
ject report. 

The Committee regret to note that even 
though the unit came into existence in Septem
ber, 1965 no maximum and minimum Iimit~ ha.,e 
been fixed for the items. It has been in~!cated. 
that the original stocking of spares was based 
on the advice of the collaborators and because of 
less utilisation of the-equipment there has not 
been much out-go or replacement of the spares. 
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The Committee were informed that a Technical 
Committee had been appointed early in 1973 to 
go into the requirements of the spares and assess 
the inventory holdings under three categories (a) 
insurance items (b) stores which may be possi
bly required during the next five years; and (c) 
spares which could be straightway declared as 
surplus and disposed of. 

The Committee were also informed that this 
Technical Committee have now recommended 
declaration of stores worth Rs. 50,0001- as surplus 
and the management iR now taking action for 
their disposal and also mlximum and minimum 
limits have been fixed in respect of certain items. 
The Committee recommend that the Technical 
Committee should complete its work soon and 
identify stores which are really surplus to the 
requirements so that the undertaking can take 
immediate action to divert the surplus to more 
profitable use to other undertakings or dispose 
them of to the best interest of the undertaking. 
The Committee would like that Management 
should take action ~o fix maximum and minimum 
limits for all the stores w:tbout further delay so 
that the risk of high inventory holding is avoid
ed. 

The Committee find that stainless steel and 
alloy steel valued at Rs. 40 lakhs imported from 
USSR during 1965-66 t.o 1967-68 had been lying 
unused. The Committee are not sure whether 
the stainless steel and alloy steel has been used 
.or disposed of. The Committee would like to be 
informed of the latest position. 

The Committee note that the percentage of 
labour efficiency has increased from 21.85 per 
cent in 1968-69 to 69.27, in 1971-72, correspond
ingly the value of . production per employee has 

--------_ .. _--_.-
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also increased from Rs. 1292 in 1968-69 to 6328 
in 1971-72. The increase in productivity was 
however accompanied by an increase in salaries 
and wages, per employee. The Committee, find 
that the percentage of, labour efficiency has dec-' 
reased to 68.49 in 1972-73 and the idle time has, 
also increased to 66.45 hours in 1972·73 as against 
3797 hours in 1971-72. The Committee regret to 
note that though the overall man·hoors available 
Were more than the, standard hours and produc
tion was less than the Plan targets, heavy expen
diture on honorariam was incurred during 1970· 
71, 1971·72 and 1972·73. The Committee were 
informed that increased payment of honorariam 
was due to the need to djversify the production 
in Surgical Instruments Plant and job orders 
whioh pose an urgent problem to man more 
equipment days with the existing staff. 

The Committee need hardly stress that with 
the increase in labour efficiency and in the level 
of technical skill developed during the course of 
years, it should be possible for the Undertaking 
to keep the expense on honorariam to the mini": 
mum. The Committee recommend that the staft 
already available should be usefully deployed for 
productive purposes so as to improve the labour 
efficiency and obviate the necessity for payment 
of honorariam. 

It has been admitted by the Management that 
the real problem at the S.lP. is low productivity 
of workers which 'does not enable the Plant to 
achieve production of even the reduced capacity. 
The Committee recommend that concerted efforts 
may be made to raise the level of productivity 
and achieve the capacity targets. 

The Committee find' that although the Surgi· 
cal Instrum~nt Plant should have come within 
the purview of ,the employees State Insurance 
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Act, 1948 as early as September, 1965 and should 
have atleast registered itself under the Act with 
effect from June, 1966 when it was asked by the 
Employees State Insurance Corporation to do so, 
it actually decided to implement provisions of 
the Act only in April, 1967. The result was that 
the Unit had to pay an amoWlt of Rs. 1.16 lakhs 
a~ arrears of contributions from September, 1965 
to October, 1967. The Committee need hardly 
point out that had the Company brought the Sur
gical Instruments Plant within the scope of the 
Act right from the beginning, it would have 
avoided an expenditure of Rs. 77,331 incurred by 
it on reimbursement of medical expenses under 
the company's rules. The Committee were in
formed that delay in the registration of the Unit 
under the act was on account of the medical 
facilities provided by the Unit being more 
favourable to its employees than would be avail
able under the Act. 

The Committee feel that because of the del>1y 
in the implementation of the statute payment of 
medical expenses to the extent of Rs. 77,331 has 
become avoidable. 

The Committee note that the prices of pro
ducts of the Antibiotics Plant and the Synthetic 
Drugs Plant were fixed for drugs likely to be 
on sale in 1968 on the basis of the then ruling 
maximum prices in the market, even though the 
cost of production at that time warranted higher 
prices. The undertaking had, however, to reduce 
the prices to lower levels and to sell the products 
at reduced prices to secure fair sp~n of the mar
ket. With the tapering of imports, the Company 
was "ble to progressively increase its prices of 
Sulph~s and pencilin when the Drugs (Prices 
Control) order came into effect from the 16th 
May, 1970 and certain drugs were defined as 
"essential bulk drugs". The price3 of bulk drugs 
were, however, frozen at the rates ruling on 15th 
May, 1970. The Committee were informed that 

------------~-------
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the prices fixed did not take into account the 
actual cost of production in the Antibiotics Plan. 
With the result that the recommendations of the 
Drugs (Prices Control) Order proved unecono
mical to I.D.P.L. A similar difficulty was also 
felt in the case of Synthetic Drugs Plant since 
the process of rationalisation of the prices had 
not been completed. There had also been a num
ber of escalations in the prices of raw materials, 
wages, services etc. As bulk drugs are sold most
ly to the private sector for formulation purposes 
the Committee feel that all a result of transfer of 
bulk drugs to formulators in the private sector. 
they were allowed to earn a greater margin of 
profit. 

The Committee also note that the Company 
approa.ched Government for fixing the selling 
prices after taking into account its ultimate cost 
of production including return on capital. The 
Committee understand that on the 11th Septem
ber, 1970, Government constituted a Working 
Group of Bureau of Industrial Costs and Prices 
for settling the cost structure on 25 bulk drugs 
and to recommend fair selling prices therefor. 
The Committee regret to note that though the 
recommendations of the Bureau were received by 
Government as far back as October, 1972. Gov
ernmen~ took an unduly long time in taking a 
decision on these recommendatit'ns. 

In one of the Inter-Ministerial meetings held 
on 7th December, 1973, it was decided by the 
Government that the Bureau should advise on 
the revised selling prices, keepin~ in view the 
current costs of raw materials and other phar
maceuticals a:ds and Eervices. 

The Committee need hardly emphasize that 
IDPL should improve efficiency and effect econo
mies to take their priducts most competitive. ---_ . ...-.-.........-.....-,---------------
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The Committee note, that in regard to formu
lations, Drugs (Prices Control) Order, 1970 had 
envisaged the fixation of retail prices of formu
lations by Government of India should be on the 
basis of formula contained therein. In June~_ 

1970, Government decided that wherever the 
application of the formula for fixation of prices
of formulations in the case of Antibiotics Plants 
and Synthetic Drugs Plant allowed a higher 
price than the existing selling price, the latter 
should be retained but if there were any cases 
where the formula resulted in reduction of the
price, the lower price should be allowed. Conse
quently IDPL was unable to raise the prices of 
its formulations instead, it had to effect reduc
tion in some cases. 

Consequent upon the continuation of the ex
isting prices of formulations, the Committee are
informed that IDPL was put to an estimated loss
of 1.98 crores during 1970·71 alone. 

The Committee also note that Government 
have in February, 1974 constituted a Committee
to enquire into various aspects of the Drugs and 
Pharmaceuticals Industry with a view to ensur
ing that all essential drugs are made available 
to the consumers at re~sonable prices. The terms 
of referen-ce inter alia stipulate an examination 
of the measures taken so far to reduce the prices. 
of drugs for the consumers and to recommend 
such further measures as may be necessary tc> 
rationalise the prices of drugs and formulations. 
They hope that the Hathi Committee would give
their recommendations by the scheduled date and 
that Government would take expeditious deci· 
sion on these recommendations in the interest of" 
making available medicines to the public at most 
competitive rates. 

The Committee note that the marketing orga
nisation of IDPL was set up in March, 1967 for --_ .. _--- _._ .. _-_.- .. _.-----_._----_ .... -- -- ... -
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the purpose of carrying out market surveys and 
undertaking distribution of the products of the 
three plants. As a result of Goveniment'~ deci
sion to entrust to the Company distribution of 
imported drugs within the production range of 
the Company, the activities of the Marketing 
Division were' expanded in 1970-71 to include the 
sale and purchase of imported drugs as well. 
With effect from 1st January, 1971 market 
ing activities of surgical instruments were trans
ferred back to the Surgica:l Instruments Plant, 
Madras. The bulk products and intermediate 
chemicals are generally sold by the plants to the 
pharmaceuttcalslchemicals companies. In the 
case of imported bulk, however, the sales are 

'centralised at Bombay Depot of the Company. 
The sale of pharmaceuticals formulations to Gov
ernment institutions is mainly through rate con
tracts entered into with DGS&Di, State Govern
ments etc. The sales to trade are, however, exe
cuted by the regional offices through distributors. 
The total staff strength of the Marketing Divi
"Sion as on 31st March, 1973 was 364 (including 

·49 officers). The Committee recommend that 
organisational set up alld arrangements for the 
sale of IDPL products may be kept under-review 
and improvements effected from time to time so 
as to push up the sales of IDPL products in the 
best interest of the Company and at the same 
time keep the selling costs to the minimum. 

The Committee find that the turn-over of 
drugs and pharmaceuticals by IDPL amounted 
to Rs. 10.2 crores in 1970-71, Rs. 15.55, crores in 
'1971-72 and Rs. 19:90' crores in 1972-73. This 
constituted 4.1 per cent, 5.2 per cent and 6.6 
per cent of the country's turn-over for these 

'three years. The Committee also note that 
though the sales Oif the Company increased from 
Rs. 101.22 lakhs in 1968-69 to Rs.' 2058 lakhs in 
'1972-'73, the Company failed to attain even the 
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revised targets of sales in. any of the years. The: 
main reasons for non-achievemnt of sales tar- . 
gets were stated to be lower production in all 
the years and av.ailability of cheaper imported. 
drugs in the market (fQ1' 1968-69 only). The· 
Committee recommend that IDPL should evolve 
better sales strategies to push up the sales. 

The Committee note that as a result of the. 
recommendations made by the Committee in 
theiT 46th Report, Government had issued in
structions in June, 1971IMay, 1972 that Govern
ment Departments and Public Sector enterpris
es shQuld obtain their requirements of drugs. 

from the IDPLIHindustan Antibiotics Limited to' 
the maximum extent possible and a price pre
ference upto 10 per cent be allowed to them. 
The Committee have been informed that these 
instructions are not being followed by some of' 
the State Governments and Directo.r General 
of Supplies and Disposal who also enter into· 
parallel rate contracts wi~h private firms. 

The Committee also understand that Govern
ment medical stores depots under the Ministry 
of Health and Family Planning have not given 
effect to the Government instructiQns issued in 
June. 1971 and May, 1972, to accord 10 per cent 
preference to IDPL. State Governments con
tend that they do not come within the pervip.w 
of the circular issued by the Government of 
India since health is a state subject. The Com
mittee recommend that Government shQuld once' 
again draw attention of the Government De
partmentslPublic sector enterprises to the in
::;tructions issued in June 1971 I May, 1972 and i",,
press upon them the need to meet their require
ments from the IDPLIHindustan Antibiotics 
Limited to the maxim\,Jm extent possible. Gov
ernment should also, ensure that DGS&D places' 
all . orders for the products within the range of' 

--------- ._------- ----------_._----
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production of IDPLIHAL on thelle undertakings 
within the ceiling of price preference indicated 

above. 
The Committee find that during 1972-73, 

IDPL's sales were 62.4 per cent of bulk and 
37.6 per cent of formulations. Out of its total 
sales of formulations, the percentage sale to Gov
ernment Departments was 80.6 per cent and to 
trade 19.4 per cent during that year. The Com
mittee further find that during 1973-74 (Upto 
November, 1973) the percentage sales to Gov
ernment Departments was 72.3 per cent and to 
trade 27.7 per cent. The Committee recommend 
that IDPL should strive to change its sales pat
tern so as to increase the percentage of its sales 
to the trade and reduce its dependence on the 
purchases by Government Departments. 

The Committee find that with a view to ex-
and ploit the vast trade market, IDPL has introduc-
6.18 ed some branded products like Apidin, Cemizol 

and Hexavite, &ulphadimidine, Sulphaguanidine 
and Choromphenicol the Company has also intro
duced its first liquid injectable product under the 
brand name 'Otcim' for s,ale to the trade. The 
Committee have been informed that a number 
of new drugs are under development and are 
likely to be introduced by the end of 1973-74 or 
in the early of 1974-75. 

While the Committee appreCiate the ettO!I'ts 
being made by IDPL to make av:ailable medi
cines to the people at reasonable prices, the 
Committee feel that in order to improve its 
profita'cmty JDPL' s:~uld alSo introduce SOO1.I\ 
more sophisticated formulation in order to in
creaSe its share of trade in the market. 

6.47 The Committee have been informed that 
State Governments mostly go by the price fac-

o tor in the matter of purchases and give prefer
ence to units lo~ated in their States. The Direc
tor Qeneral of Supply and Disposal enters into 
paraliel rate contracts with other companies be
cause ol. its declared policy of having more than 
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one source of supply so that in the event of fail
ure of supply of one source, they can fall back 
on the second source of supply and also because 
of the f,act that private firms quote'rates lower 
than that of IDPL.The Committee feel that 
DGS&D should be directed to give preference 
to IDPL/HAL and only if IDPL/HAL fail to 
supply drugs of requisite quality that DGS&D 
should fall back upon other sources with whom 
DGS&D could, if necessary, enter into! reserve 
rate contract. In the opinion of the Committee, 
this will ensure adequate business to the ID~L 
.and at the same time provide a second source 
of supply to the DGS&D. The Committee ap
prehend that if DGS&D continues to go by the 
system o,f lowest tender the possibility of prI
vate manufacturers securing the contract by 
tendering the lowest price and supplying sub
standard or spurious drugs cannot be ruled out. 
The Committee. therefore. recommend that Gov
ernment should consider all aspects of the prob

lem and see in what way the present system can 
be improved upon to! ensure availability of genu
ine drugs to the people at reasonable prices. 

6.48 The Committee note that in July, 1970, Gov-
ernment -introdUced a canalisation scheme under 
which the import of bulk drugs to make good 
the shortfall/supplement indigenous production 
was permitted. IDPL w,as designated as the 
canalising agency f<>if 10 items which fell within 
its production range. The number of items cana
lised for imports through State Trading Corpora
tion was 36 in 1973-74_ A system of pooling 
prices was also evolved by Government under 
which pooled price was 'fixed by taking the I. weighted average of the prices allowed to indi
genous manufacturers and the price of the im
ported material inclusive of CIF price, Customs 
and Clearance charges, etc. The sCheme envi-
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saged that the difference between the price no
tmed by Government for ,the indigenous produc
tion and the poo,led vrtc~ would be reimbursed 
by IDPL out of profits e4l~J;led under the scheme. 
It has been claimed that with the introduction of 
system of canalising. it has been possible to en
sure uniform prices for all sections of the indus
try and it :h~s enabled the State Trading Corpo-
ration to procure such drugs in bulk quantities 
from sources which after the lowest price. An
other advantage was that the small-scale sector 
companies were ,able to undertake formulations 
of a larger number of druis which bro.ught down 
the prices of such formulations. The benefit 
of canalisation thus passed on to the con
sumer. The Committee find that a comprehen
sive review of pooled prices had not been 
carried out by Gwemm~t since the canalisa
tion system was firstiatr.oduced in July, 1970. 
The Committee, tberefore,J:ecommend that Gov
ernment should keep the present system of 
canalisati.on under constant review and ensure 
that the system of price, based on the principle 
of weighted average, is worked out in such a 
way that it is equitable to all concerned especi .... 
ally to companies in the small-scale sector. 

The Committee note that a major portion of 
the surgical instruments produced at the Surgi

.cal Ipstruments Plant of IDPL are being export
ed, to the U.S.S.R. The value of export has 
arisen from Rs. 1.01 lakit 1968~69 to Rs. 50.72 
lakhs in 1972-73. The perCf;!ntage of exports to 
total sales increased from 5.7 per cent in 1968-69 
to 87.1 per cent in 1972-73. The Committee also 
note that the export prices at which these surgi .... 
cal instruments were exported were mu~h lower 
than the cast of their prQliuction and local sale 
prices with the result that these exports have 
resulted in significant lQ$$~s to the Company. 
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During the period 1968-69 to 1972-73, Surgical 
Instruments prcduced at a cost of Rs. 319.48 
lakhs were exported at Rs. 13l.64 lakhs thus 
resulting in a total loss of Rs. 187:84 lakhs to the 
Company. The Committee understand that 
while the prices of comparable instrumentil pro
duced in West Germany were higher the prices 
of such instruments produced by Pakistan were 
lower because Pakistan gave about 50 per cent 
subsidy on such exports. The Yidea of giving 
subSidy to IDPL, however, has not found favuur 
with the Ministry because "a subsidy would 
merely imply a transfer of loss", and would 
give "a distorted picture of the performance of 
Surgical Instruments, Plant, Madras." The Com
mittee were informed that the matter is, how
ever, still under examination and the IDPL 
had been asked to work.oout a paper as to the 
degree of assistance which would be required 
by it to become self-supporting over a period of 
year. The Committee are deeply concerned to 
note that the Plant will have to continue to in
CUr heavy losses by exporting surgical instru
ments produced by it at unremunerative prices. 
The Committee are sure that a plant which ex
ports its products at a price which is substan
tially less than the cost of production would 
continue to be a drain on the financial resources 
of the Company as a whole and may jeopardise 
the economic stability of the company. The 
Committee, therefore, feel that it is high time 
for Government to undertake a thorough probe 
of the economics of the Surgical Instruments 
Plant. Madras and scrutinise its product-mix de 
novo to increase the prospects of increasing sale 
of instruments in the domestic market and to 
explore the scope for exports to other countries 
at remunerative prices in order to avoid de
pendence for such exports on a single country. 

83 6.67 
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The Committee note that in order to com
pete with private manufacturers. IDPL has intra-
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ducetl incentive scheme fOJ' development of 
dealers under which a spectfic commission on 
distribution of IDPL products is allowed and a 
periodic incentive through a company's scheme 
or quantity discount is given from time to time. 
The Committee recommend that IDPL should re
view the PQsition from time to time and to see 
that other measures are necessary in order to 
push up its sales in the indigenous market and 
to ofter fair competition to the private manu
facturers in the field. 

The Committee note that the Authorised and 
paid-Up Capital of the TOPL as on 31st March, 

1973 stood at Rs. 40 crores and Rs. 33.70 crores 
respectively. The debt equity ratio ~f the Com
pany on that date was 1.6 : 1. On 22nd Septem
ber, 1972, the Government of India granted a 
moratorium for a period of four years with 
effect from the 1st April, 1972 on' the repayment 
of loans and loan instalments amounting to 
Rs. 24.85 crores which had fallen dlle for repay
ment upto July, 1972. Besides, Government 
also agreed to treat the working capital loans 
to the extent of Rs. 24.85 crores drawn to finance 
the cash losses sustained by the Company upto 
31st March, 1972 as "interest free" for a period 
of 5 years from 1st April, 1972. The treatment 
of the working capital loans' amounting to 
Rs. 24.85 crores as interest free loan, it has been 
stated, would give company an annual relief of 
Rs. 150.53 lakhs for five years. In August, 1973, 
Government also waived an amount of Rs. 180.05 
lakhs due from the Company on account of penal 
and compound interest on delayed repayment of 
loan instalments and delayed payment of inter
est. 

The Committee are deeply concerned to 
note that bySlst March, 1973 IDPL has incurred 
a cumulative 1088 of Rs. 38.25 crores and hac! 
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thus eaten up its entire paid up capital of 
RI. ~.7 crores. The Committee note that the 
loss has increased from Rs. 56.45 Jakhs in 1965-
66 to Rs. 369.95 lakhs in 1972-73. Considering 
the indMdual Plant, U~vision, the Committee 
find that Surgical Instruments Plant has suffer
ed a loss of Rs. 602.36 lakhs, Synthetic Drugs 
Plan of Es. 1047.70 lakhs, Antibiotics Plant 

Rs. 2103.91 lakhs and the Marketing Division 
Rs. 71.93 lakhs. The Committee feel that in 
order to judge the performance of the trading 
operations of these plants, it is essential that 
the accounts are kept in such a manner that the 
working results of manll1acturing activities of 
each plant and trading results on the purchases 

and sale of imported drugs can be prepared ope-
rately. 

The Committee have been informed that 
these losses were mainly due to long construc
tion and gestation period, under utilisation ot 
capacity due to lack of technical expertise, defi· 
ciencies of equipments and processes shortage of 
critical raw materials, power cuts, losses due to 
export of surgical instruments. The plant is 
stated to be taking step.; to improve the techno
logy by introducing new equipment, machinery 
and processes. The Committee recommend that 
IDPL should take concerted measures designed 
to improve its profitability rather than depend 
on financial relief granted by the Government 
from time to time. 

The Committee find that though the iteDd 
to be covered in the Internal Audit Programme 

have been laid down, the quantum of Audit to 
be applied to such items has not been prescribed 
therein. M Internal Audit is an important aid 
to Management, the Internal Audit Department 
should be strengthened to enable it to critically 
__ .' __ m.- ___ ·_ - ..... -----'~- --------- . 
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review policie$, practices and procedures con
cerning all fields of activities and Departments 
of the Plants/Units in terms of adequacy, 
soundness and effectiveness. 

8.30 The Committee note that the Managing 

,. 

Director is the chief executive of the Company. 
At the Unit level the General Manager func
tions as chief executive of the individual Unit 
and is responsible for the efficient performance 
of the Unit in accordance with the policies and 
Plans approved by the Board. The IDPL has 
three Plant~, one at Rishikesh, the second at 
Hyderabad and the third at Madras. Though 
these are distinct' unTts each specialising in a 
special field of production these are under one 
Management. The General Managers are not 
invited to participate in the meetings of the 
Boaro although according to gener.al directions 
issued by the Bureau of Public Enterprises such 
an arrangement might be considered in the in
terest of the working of the units and the 
Undertaking a's a whole. The Committee are 
informed that the Ministry is already examin
ing the futIJre set up of the IDPL and HAL with 
a view to coordinate their activit~s and rationa
lise the manar~ement of the units in the context 
of the targets envisaged in the Fifth Plan and 
ensure that the plants manufacturing similar 
products are unrlE'r the same Management. The 
Committee desire that the Minisu-y should com
plete its examination soon and rationalise the 
Management 'SO as to have a more broad based 
Board. 

8.31 The Committee find that in pursuance of the 
recommendation of the Committee on Public 
Undertakings in their Fifteenth Report (Fourth 
Lok Sabha-April, 68) the B.P.E./Government 
of India issued broad guidelines defining the 
main functions, responsibilities and powers of 
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Financial Adviser. It was also mentioned in 
the guidelines that the Board of Directors should 
lay down detailed powers and functions of Fin
andal Adviser particularly in regard to matters 
which should be reserved for concurrence or 
consultation with Financial Adviser, etc. In 
spite of these directions no such demarcation 
has been made so far. The Committee were 
Informed that the existing practice has been 
working smoothly during all these years and 
therefore, it was not considered necessary to 
modify them. The Committee, however, feel that 
financial demarcation of areas for prior consul
tation/concurrence with the Financial Adviser as 
laid down by the Bureau of Public Enterprises. 
would be advantageous, instead of being the mat
ter to be decided by the practices which may 
vary from time to time. The Committee also find 
that no Hand Book of Financial Powers delegat
ed from time to time has been compiled. The 
Committee need hardly stress the importance 
of compiling early a suitable Guide Book con~ 
taining in detail the duties and powers of the 
Financial Adviser, in the interest of expeditious 
disposal of business . 

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